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and p r o f i t a b i l i t y  o f  th e  n a t i o n a l i s e d  i n d u s t r i e s  had n o t  been  s a t i s 

f a c t o r y  u p t o  t h e  d e s i r e d  l e v e l  due among o t h e r s  t o  m a n a g e m e n t ' s  l n a b l «  

l i t y t  p a r t i c u l a r l y  i t s  f a i l u r e  t o  u s e  a d e q u a t e l y  a c c o u n t i n g  i n f o n a a t l o n  

i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l .  S i n c e  a c c o u n t i n g  i n f o r m a t i o n  t o d a y  

t r e a t e d  as  t h e  c o r n e r s t o n e  f o r  a l l  d e c i s i o n s  i n  d e v e l o p e d  c o u n t r i e s ,  

t h e  s tu d y  o f  t h e  u se  by inanagenent o f  a c c o u n t i n g  i n f o m a t i o n  In  i t s  

d e c i s i o n s  and c o n t r o l  o f  f i n a n c i a l  m a t t e r s  i n  B a n g la d e s h  n a t i o n a l i s e d

i n d u s t r i e s  i s  i m p o r t a n t .  This  r e s e a r c h  i s  a b o u t  management u s e  o f
1

a c c o u n t i n g  i n f o i m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  o f  nat lona**  

U s e d  i n d u s t r i e s  i n  B a n g l a d e s h .  The main o b j e c t i v e s  o f  t h i s  s t u d y  a r e ^

( i ) t o  make a c r i t i c a l  a s s e s s m e n t  o f  i n d u s t r i a l  d e v e l o p m e n t  w i t h  manage

ment p a t t e r n  and a c c o u n t i n g  sys te m  i n  t h e  s e l e c t e d  i n d u s t r i e s ,  ( 1 1 )  t o  

make an e v a l u a t i o n  o f  t h e  p r a c t i c e  a^d e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  m a j o r  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  i n  t h e  s e l e c t e d  

n a t i o n a l i s e d  i n d u s t r i e s  i d e n t i f y i n g  the  p r o b l e m s  and d i f f i c u l t i e s  

e n c o u n t e r e d  i n  t h e  way o f  such  u s e ,  ( i l l )  t o  examine  t h e  s y s te m  f o r  

management i n f o r m a t i o n ,  f i n a n c i a l  r e p o r t i n g  and f e e d b a c k  and ( i v )  

f i n a l l y ,  t o  a s s e s s  t h e  i m p a c t  o f  p r e s e n c e  o r  o t h e r w i s e  o f  t h e  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  on f i n a n c i a l  

p e r f o r m a n c e s  t o  b e  seen  t h r o u g h  t h e  p r o f i t a b i l i t y  o f  t h e  i d e n t i f i e d  

n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e s h .

The f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  w h ich  hav e  b e e n  i d e n t i 

f i e d  f o r  t h e  p u r p o s e  o f  t h i s  s t u d y  i n c l u d e  (1 ) c a p i t a l  e x p e n d i t u r e  d e c i 

s i o n s  and c o n t r o l ,  ( 2 )  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l ,  and

( 3 ) p r o f i t  d e c i s i o n s  and c o n t r o l .
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v i i l

I n v e s t i g a t i o n s  w e re  c o n d u c t e d  i n  245 e n t e r p r i s e s  un d er  

BaT*MaC»y B«S»E«C* and Of thofoy 10 p e r c e n t

e n t e r p r i s e  heads  and c o r p o r a t i o n  c h i e f s ,  a c c o u n t s  and f i n a n c e  c h i e f s ,  

p l a n n i n g  and d e v e l o p m e n t  c h i e f s  and Management I n f o m a t l o n  System 

c h i e f s  w ere  i n t e r v i e w e d  t h r o u g h  q u e s t i o n n a i r e  w h ich  w e re  d e s i g n e d  

m o s t l y  on L i k e r i * s  f i v e - p o i n t  s c a l e .  In  f ra m in g  t h e  o f u e s t i o n n a i r e »  

due c o n s i d e r a t i o n  was g i v e n  t o  r e l i a b i l i t y  and v a l i d i t y  o f  t h e  laea** 

surem en t  i n s t r u m e n t s .  These  i n c l u d e d  a p i l o t  s t u d y ,  c o n s u l t a t i o n  o f  

p a s t  r e s e a r c h  s t u d i e s ,  e x p e r t  o p i n i o n  and p r e - t e s t i n g .

The s t u d y  has  been d e s i g n e d  on t h e  h y p o t h e s i s  t h a t  t h e  manage

r i a l  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  v a r i o u s  d e t e r m i n a n t s  o r  a r e a s  

o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  i s  l ow  and I n a d e q u a t e  and t h e  u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  has p o s i t i v e  i m p a c t  

on th e  f i n a n c i a l  p e r f o r m a n c e s  i . e .  p r o f i t a b i l i t y .  ‘‘ The s t a t i s t i c a l  

e v i d e n c e  s u p p o r t s  t h e  h y p o t h e s i s  and i n d i c a t e s  t h a t  management ’ s  low  

d e p e n d e n c e  on a c c o u n t i n g  i n f o r m a t i o n  as  main d e c i s i o n  i n p u t  f o r  t h e  

i d e n t i f i e d  f i n a n c i a l  d e c i s i o n  a r e a s  r e s u l t s  In  an u n f a v o u r a b l e  i m p a c t  

on t h e  p r o f i t a b i l i t y  o f  the s e l e c t e d  i n d u s t r i e s .  The s tu d y  a l s o  

r e v e a l s  s e v e r a l  p r o b l e m s  e n c o u n t e r e d  a t  management l e v e l  i n  u s i n g  

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  o f  t h e  i n d u s t r i e s  c o n *  

c e m e d .  F o l l o w i n g  i s  the  b r i e f  summary o f  th e  f i n d i n g s  o f  t h e  s t u d y t

( l )  A b r i e f  r e v i e w  o f  i n d u s t r i a l  d e v e l o p m e n t  r e v e a l s  t h a t  th e  

r o l e  o f  n a t i o n a l i s e d  I n d u s t r i e s  had g r e a t l y  i n c r e a s e d  i n  t h e  i n d u s t r i a l  

d e v e l o p m e n t  o f  t h e  c o u n t r y  w i t h  r a d i c a l  ch a n g e  i n  o w n e r s h i p  and I n d u s 

t r i a l  p o l i c y  s i n c e  P r o m u l g a t i o n  o f  B a n g la d e s h  I n d u s t r i a l  E n t e r p r i s e s  

( N a t i o n a l i z a t i o n )  O r d e r ,  1 9 7 2 .  I t  i s  a l s o  r e v e a l e d  from  t h e  a n a l y s i s
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o f  management p a t t e r n  o f  t h e  s e l e c t e d  I n d u s t r i e s  t h a t  t h e r e  was no 

c l e a r - c u t  d e l i n e a t i o n  o f  p o w e r s  and r e s p o n s i b i l i t i e s  i n  t h e  t h r e e  t i e r  

management sys tem  f o l l o w e d  by a b s e n c e  o f  a d e q u a t e  f reed om  f o r  making 

d e c i s i o n s  on v a r i o u s  f i n a n c i a l  a s p e c t s  and c o n t r o l  t h e r e o f f  and 

a b s e n c e  o f  any a p p r o p r i a t e  c r i t e r i o n  f o r  p e r f o r m a n c e  m easurem ent  as  

v e i l .  I t  i s  f u r t h e r  d i s c l o s e d  t h a t  t h e  e x i s t i n g  a c c o u n t i n g  s y s te m  

was v i e w e d  m ore  as  the  sys tw n  f o r  r e c o r d i n g  and r e p o r t i n g  b u s i n e s s  

o p e r a t i o n s  o f  t h e  i n d u s t r i e s  I n s t e a d  o f  a s  an i n f o r m a t i o n  s y s t e n  f o r  

management d e c !  s i  o n -m akin g*

( 2 )  The u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  I n  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s  and c o n t r o l  was found  i n a d e q u a t e  i n  n a t i o n a l i s e d  i n d u s t r i e s  

and i t  Was o b s e r v e d  t h a t  m a n a g e r i a l  d e c i s i o n s  a b o u t  ( 1 ) c a p i t a l  e x p e n 

d i t u r e  r e q u i r ^ e n t s ,  ( i i ) t h e  s t r u c t u r a l  c o m p o n e n ts  o f  c a p i t a l  and 

( i l l )  f i n a n c i n g  p a t t e r n  o f  c a p i t a l  e x p e n d i t u r e  as  w e l l  as  ( I v )  manage

r i a l  c o n t r o l  p r a c t i c e s  such as ( a )  b u d g e t a r y  c o n t r o l  and ( b )  t r e a s u r y  

c o n t r o l  f o r  c a p i t a l  e x p e n d i t u r e a l l  " e r e  tak en  m o s t l y  on t h e  b a s i s  

o f  i n t u i t i o n  a n d / o r  some n o n - a c c o u n t i n g  d a t a , t h a t  i s #  e c o n o m i c  d a t a t  

Government s t a t i s t i c s ,  m a r k e t i n g  i n f o r m a t i o n  and o t h e r s  r a t h e r  than 

on t h e  b a s i s  o f  th e  a c c o u n t i n g  I n f o r m a t i o n  i . e * ^  f i n a n c i a l  s t a t e m e n t s  

i n f o r m a t i o n ,  a c t u a l  c o s t s  o f  s i m i l a r  and e x i s t i n g  p r o j e c t s ,  e t c *  T h is  

was due t o  some p r o b l e m s  a t t a c h e d  w i t h  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  

such  as la c k  o f  p r o p e r  f e a s i b i l i t y  s t u d i e s  o f  th e  New P r o j e c t s  o r  

B a l a n c i n g *  M o d e r n i z a t i o n  and R e p la c e m e n t  (BMR) o r  E x p an s io n  p r o g r a n m e  

f o r  want o f  a c c u r a t e  f i n a n c i a l  s t a t e m e n t s  i n f o r m a t i o n ,  a c t u a l  c o s t s  

and t e c h n i c a l  d a ta *  I n a c c u r a t e  f i n a n c i a l  and e c o n o m i c  p r o j e c t  a n a l y s i s ,  

e t c .  In t h e  c a s e  o f  c a p i t a l  e x p e n d i t u r e  c o n t r o l  i t  was a l s o  o b s e r v e d  

t h a t  t h e r e  was n o  p r o v i s i o n  f o r  p o s t  a u d i t  and p r o p e r  a n a l y s i s  o f  a c t u a l
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c a p i t a l  e x p e n d i t u r e  « l » n e n t s  I n c u r r e d  as w e l l  a s  n o n - p r a c t i c e  o f  

p e r f o r m a n c e  b u d g e t i n g  f o r  t h e  p u r p o s e .  F u r t h e r ,  due t o  h ig h  d e b t -  

e q u l t y  r a t i o ,  t h e  c o s t s  p a i d  f o r  b o r r o w e d  c a p i t a l  were f o u n d  h i g h  

and c o n s e q u e n t l y  th e  v a r i a n c e s  be tw een  a c t u a l  c a p i t a l  e x p e n d i t u r e  

and r e v i s e d  b u d g e t e d  c a p i t a l  e x p e n d i t u r e  o f  New P r o j e c t s *  BUS and 

Expans ion  programme w ere  a d v e r s e *  A l l  t h e s e  i d e n t i f i e d  p r o b l e m s  

and low  u s e  o f  a c c o u n t i n g  d a t a  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and 

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

f i e d  i n d u s t r i e s .

L l k e n a n n e r ,  t h e  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k in g  c a p i t a l  

d e c i s i o n s  a^d c o n t r o l  on t h e  w h o l e  was low  o r  I n s u f f i c i e n t  i n  t h e  

s e l e c t e d  i n d u s t r i e s *  The main r e a s o n  as r e v e a l e d  f o r  t h i s  was t h a t  

t h e  a a n a g e r i a l  d e c i s i o n s  r e g a r d i n g  ( i )  w o r k i n g  c a p i t a l  r e q u i r e m e n t s ,

( i i )  i n v e n t o r y ,  ( i l l )  a c c o u n t s  r e c e i v a b l e s *  ( i v )  c a s h ,  ( v )  w o r k in g  

c a p i t a l  f i n a n c i n g  and ( v l ) m a n a g e r i a l  c o n t r o l  o f  w o r k in g  c a p i t a l  

e l e m e n t s  • a l l  w ere  d o n e  w i t h o u t  a d e q u a t e  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  by t h e  management and w ere  b a s e d  m o s t l y  on n o n - a c c o u n t i n g  i n f o r 

m a t i o n ,  i n t u i t i o n  and h u n ch e s  o f  t h e  p l a n n e r s .  The i n v e n t o r y  «nd  

c r e d i t  and c o l l e c t i o n  d e c i s i o n s  w ere  f o u n d  t o  b e  unsound i n  te rm s  

o f  a b s o l u t e  f i g u r e s  as  w e l l  a s  i n  terms o f  "Number o f  Months* V a l u e  

o f  P r o d u c t i o n "  and " A v e r a g e  C o l l e c t i o n  P e r i o d "  r e s p e c t i v e l y .  So was 

the  p o s i t i o n  a b o u t  th e  c a s h  d e c i s i o n  w hore  t h e  c a s h  f o r e c a s t i n g s  

were  found  i n a c c u r a t e  and t h e  c a s h  r e c e i p t  and d i s b u r s e m e n t  p o l i c i e s  

w ere  i m p r o p e r  and so  o n .  W ork ing  c a p i t a l  f i n a n c i n g  d e c i s i o n  t o o  was 

d e f e c t i v e  and th e  d e p e n d e n c e  on e x t e r n a l  o r  i n s t i t u t i o n a l  s o u r c e s  o f  

f i n a n c e  was fo u n d  t o  be  e x c e s s i v e .  In t h e  a r e a  o f  w o r k in g  c a p i t a l  

c o n t r o l  f u n c t i o n ,  i t  was o b s e r v e d  t h a t  s t a n d a r d  c o s t i n g ,  v a r i a n c *
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a n a l y s i s  and c o s t  c o n t r o l  t e c h n i q u *  w « r e  n o t  p r o p e r l y  p r a c t i s e d  

and annual  r e v s n u s  b u d g e t s  w e r t  p r e p a r e d  w i t h o u t  p r o p e r  c o n s i d e r a 

t i o n  and u s e  o f  p a s t  r e c o r d s *  a c c o u n t i n g  f i g u r e s  and i n f o r m a t i o n .

(4 ) The u s e  o f  t h e  a c c o u n t i n g  I n f o m a t i o n  i n  v a r i o u s  a s p e c t s

o f  p r o f i t  d e c i s i o n s  and c o n t r o l  a r e a s , v i z *  ( i ) d e c i d i n g  s a l e s  t a r g e t  

and s e l l i n g  p r i c e t  ( i i )  c o s t  o f  p r o d u c t i o n ,  ( i i l )  o p e r a t i n g  o v e r -  

heads  and ( i v )  p r o f i t  t a r g e t s  -  was a l s o  f ound  t o  b e  s c a n t y *  The 

r e a s o n s  f o r  t h i s  Mere p o o r  p r o f i t  p l a n s  and b u d g e t s *  a b s e n c e  o f  

p r o p e r  s a l e s  f o r e c a s t i n g ,  th e  n o n - u s e  o f  b r e a k - e v e n  a n a l y s i s ,  s t a n 

d ard  c o s t i n g ,  p r o p e r  o p e r a t i n g  s t a t e m e n t s  and r e v e n u e  b u d g e t s ,  e t c *  

P r o f i t  t a r g e t  e s t i m a t e s  t o o  w ere  unsound and i t  was o b s e r v e d  t h a t  

t h e s e  were taken  w i t h o u t  due c o n s u l t a t i o n s  K i t h  t h e  a c c o u n t s  p e r s o 

n n e l  and f i n a n c i a l  e x e c u t i v e s  who w ere  d i r e c t l y  c o n n e c t e d  w i t h  t h «  

p r e p a r a t i o n  and p r e s e n t a t i o n  o f  t h e  f i n a n c i a l  s t a t e m e n t s  and r e l a t e d  

r e p o r t s *  The i d e n t i f i e d  r e a s o n s  and low  u s e  o f  a c c o u n t i n g  i n f o r o a -  

t i o n  i n  p r o f i t  d e c i s i o n s  r e s u l t e d  i n  an a d v e r s e  v a r i a n c e  be tw een  

b u d g e t e d  and a c t u a l  f i g u r e s  f o r  s a l e s  and s e l l i n g  p r i c e *  p r o d u c t i o n  

c o s t ,  o p e r a t i n g  e x p e n s e s  and p r o f i t  thus  a f f e c t i n g  t h e  v e r y  p r o f i t a 

b i l i t y  o f  t h e  i n d u s t r i e s  c o n c e r n e d .

( 5 ) F u r t h e r ,  the  management i n f o r m a t i o n  and f i n a n c i a l  r e p o r 

t i n g  sys tem  as  p r a c t i s e d  i n  t h e  i d e n t i f i e d  i n d u s t r i e s  was f o u n d  t o  

b e  i n a p p r o p r i a t e  and i n e f f e c t i v e  f o r  management u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  on a c c o u n t  o f  

i t s  p o o r  o r g a n i s a t i o n  and f u n c t i o n a r i e s ,  l a c k  o f  s c i e n t i f i c  communi

c a t i o n  o f  a l l  a c c o u n t i n g  i n f o r m a t i o n ,  l a c k  o f  o b j e c t i v i t y ,  l o w  r e l i a 

b i l i t y  and c o s m e t i s a t i o n  o f  d a t a .  I n e f f e c t i v e  and i n o p e r a t i v e  f e e d b a c k

xi
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o f  A c c o u n t i n g  i n f o n a a t i o n ,  I n d c t e r m l n a t i o n  o f  r e s p o n s i b i l i t y  c « n t r « S t  

p o o r  v a r i a n c e  a n a l y s i s ,  l a c k  o f  t r a i n e d  p e r s o n n e l  and c o m p u te r  s e r -  

v i c e »  l a c k - o f  p r o p e r  k n o w le d g e  and c o o r d i n a t i o n  among v a r i o u s  r e l a t e d  

d e p a r t m e n ts *

( 6 )  The e x t e n t  o f  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a 

t i o n  b o t h  a t  c o r p o r a t i o n  anci e n t e r p r i s e  l e v e l s  had been  a n a l y s e d  

th r o u g h  C h i - s q U a r e  t e s t  o f  t h e  o p i n i o n s  o f  t h e  s a m p le s *  As r e g a r d s  

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

d e t e r m i n a n t s  o r  a r e a s  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  f u n c t i o n ,  

t h o s e  b e i n g  term ed  h e r e  as i n d e p e n d e n t  v a r i a b l e s ,  v i z . ,  c a p i t a l
'I

e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n ,  c a p i t a l  s t r u c t u r e  d e c i s i o n .  C a p i t a l  

e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n ,  c a p i t a l  e x p e n d i t u r e  c o n t r o l ,  w o r k i n g  

c a p i t a l  r e q u i r e m e n t s  d e c i s i o n ,  i n v e n t o r y  d e c i s i o n ,  a c c o u n t s  r e c e i v a b i e  

d e c i s i o n ,  Cash d e c i s i o n ,  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n ,  v»orking 

c a p i t a l  c o n t r o l *  s a l e s  t a r g e t  and s a l e  p r i c e  d e c i s i o n ,  p r o d u c t i o n  

c o s t  d e c i s i o n ,  o p e r a t i n g  o v e r h e a d s  d e c i s i o n  and p r o f i t  t a r g e t  d e c i 

s i o n .  I t  was o b s e r v e d  t h a t  t h e  o p i n i o n  v a r i a t i o n  as  r e g a r d s  t h e  

e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  t h e s e  a b o v e  v a r i a b l e s  

was i n d e p e n d e n t  o f  th e  v a r i a t i o n s  i n  th e  l e v e l s  o f  u s e  ( b o t h  a t  

c o r p o r a t i o n  and e n t e r p r i s e ) .  But t h e r e  was n o  s i g n i f i c a n t  r e l a t i o n 

s h ip  between the  e x t e n t  o f  u s e  and t h e  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  

a t  . 0 5  l e v e l )  i n  the  c a s e  o f  a l l  t h e  f o u r t e e n  i n d e p e n d e n t  v a r i a b l e s  

e x c e p t  i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  and c a s h  d e c i s i o n ,  

where t h e r e  was s i g n i f i c a n t  r e l a t i o n s h i p  b e tw e e n  th e  e x t e n t  o f  u s e  

and t h e  l e v e l s  o f  su ch  u s e .
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( 7 ) Furtht ir f  th e  n a t u r e  o f  o v e r a l l  i rap ac t  o f  u s i n g  a c c o u n t i n g  

i n f o r m a t i o n  on the f i n a n c i a l  p e r f o r m a n c e s  a s  s e e n  t h r o u g h  p r o f i t a b i 

l i t y  o f  t h e  s e l e c t e d  i n d u s t r i e s  was a l s o  tneasured t h r o u g h  t h e  i n d i c a t o r  

o f  K a r l  P e a r s o n ' s  C o e f f i c i e n t  o f  C o r r e l a t i o n  ( r )  be tw een  e a c h  o f  t h e  

i n d e p e n d e n t  v a r i a b l e s  as i d e n t i f i e d  i n  t h e  p r o c e e d i n g  p a r a s  and each  

o f  t h e  t h r e e  d e p e n d e n t  v a r i a b l e s  termed h e r e  as  p r o f i t a b i l i t y  m ea-  

s u r e s t  v i z . .  Return on S a l e s  (R O S ) ,  Return on C a p i t a l  (ROC) em p lo ye d  

and Return on I n v e s t m e n t  ( R O I ) .  Out o f  f o r t y  two c o e f f i c i e n t s  o f  

c o r r e l a t i o n  between t h e  e x t e n t  o f  u s e  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n *  

c i a l  d e c i s i o n s  and p r o f i t a b i l i t y ,  t h i r t y  o n e  v a l u e s  o f  c o r r e l a t i o n

c o e f f i c i e n t s  w ere  p o s i t i v e  w h i l e  r e m a i n i n g  e l e v e n  w e re  n e g a t i v e .  I t
il

i s  o b s e r v e d  t h a t  t h e r e  was p o s i t i v e  r e l a t i o n s h i p  b e tw e e n  t h e  u s e  o f  

a c c o u n t i n g  i n f o m a t i o n  i n  i d e n t i f i e d  d e t e r m i n a n t s  o f  f i n a n c i a l  d e c i 

s i o n s  and c o n t r o l  f u n c t i o n  and t h e  p r o f i t a b i l i t y  n e a s u r e s  o r  i n d i c e s *

In  f i n e ,  i t  i s  c o n c l u d e d  t h a t  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  had p o s i t i v e  i m p a c t  on t h e  

p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  study^

As s u c h ,  s i n c e  the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

t h e  i d e n t i f i e d  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  v a r i a b l e s  on t h e  w h o le  

was found  low  and i n a d e q u a t e  r e s u l t i n g  i n  u n f a v o u r a b l e  i m p a c t  on t h e  

f i n a n c i a l  p e r f o r m a n c e s ,  such  p o s i t i o n  n e c e s s i t a t e s  h ig h  and store  

e f f e c t i v e  u s e  by management o f  a c c o u n t i n g  i n f o r m a t i o n  i n  v a r i o u s  

a s p e c t s  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  so  as  t o  i m p r o v e  i n  th e  

l o n g  run ,  t h e  l e v e l  o f  f i n a n c i a l  p e r f o r m a n c e s  o f  the  n a t i o n a l i s e d  

i n d u s t r i e s  u nd er  s t u d y .
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5 . 1 4  R e s p o n s e s  o f  t h e  S « s p l e s  r e g a r d i n g  M ethods  A p p l i e d  ^̂ 58
f o r  T e s t i n g  Adequacy o f  t h e  S i z e  o f  I n v e n t o r y .

5 . 1 5  Adequacy T e s t  o f  I n v e n t o r y  o f  245  E n t e r p r i s e s  Under 
S e l e c t e d  I n d u s t r i e s  i n  Terms o f  T u r n o v e r  f o r  th e  
P e r i o d  C o v e r i n g ,  1 9 7 5 -7 6  t o  1 9 7 9 - 8 0 .

5 . 1 6  Adequacy T e s t  o f  I n v e n t o r y  o f  t h e  S e l e c t e d  I n d u s t r i e s  160 
C o v e r i n g  245  E n t e r p r i s e s  i n  Terms o f  "Number o f  Months*
V a lu e  o f  P r o d u c t i o n "  f o r  t h e  P e r i o d  u n d e r  S tu d y .

5 . 1 7  R e s p o n s e s  o f  the  Samples r e g a r d i n g  T e c h n iq u e s  A p p l i e d  154
f o r  I n v e n t o r y  C o n t r o l .

5 . 1 8  Adequacy T e s t  o f  A c c o u n t s  R e c e i v a b l e s  i n  Terms o f  16£
R e c e i v a b l e s  T u m o v e r o f  ' A v e r a g e  C o l l e c t i o n  P e r i o d *
( i n  Days)  o r  t h e  S e l e c t e d  I n d u s t r i e s  C o v e r i n g  245 
E n t e r p r i s e s  f o r  th e  P e r i o d ,  1 9 7 5 -7 6  to  1 9 7 9 - 8 0 .

5 . 1 9  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  B a s e s  o r  F a c t o r s  167
C o n s i d e r e d  i n  D e c i d i n g  S i z e  o f  A c c o u n t s  R e c e i v a b l e s .

5 . 2 0  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  168
A c c o u n t i n g  and N o n - A c c o u i i t i n g  B a se s  o r  F a c t o r s  f o r  
D e c i d i n g  t h e  S i z e  o f  A c c o u n t s  R e c e i v a b l e s .

5 . 2 1  R e s p o n s e s  o f  the  Samples r e g a r d i n g  M ethods  A p p l i e d  171
f o r  T e s t i n g  the  Adequacy o f  A c c o u n t s  R e c e i v a b l e s .

5 . 2 2  R e s p o n s e s  o f  the  Samples r e g a r d i n g  M ethods  A p p l i e d  172
f o r  C o n t r o l  o f  A c c o u n t s  R e c e i v a b l e s .

5 . 2 3  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  B a se s  o r  F a c t o r s  175
C o n s i d e r e d  i n  D e c i d i n g  Cash R e q u i r e m e n t s .

5 . 2 4  R e s p o n s e s  o f  the  Samples r e g a r d i n g  t h e  E x t e n t  o f  176
A c c o u n t i n g  and N o n - A c c o u n t i n g  B a se s  o r  F a c t o r s  f o r  
D e c i d i n g  Cash R e q u i r e m e n t s .

5 . 2 5  A c t u a l  and B u d g e te d  ( O r i g i n a l  and R e v i s e d )  Cash and .̂79
Bank B a l a n c e s  o f  245 E n t e r p r i s e s  Under t h e  S e l e c t e d  
I n d u s t r i e s  f o r  th e  P e r i o d  C o v e r i n g  1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0 .

5 . 2 6  R e s p o n s e s  o f  the  Samples r e g a r d i n g  M ethods  A p p l i e d  
f o r  Cash C o n t r o l .

5 . 2 7  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  S o u r c e s  o f  F in a n -  IB2 
c i n g  f o r k i n g  C a p i t a l .

5 . 2 8  R e s p o n s e s  o f  t h e  Samples r ^ ^ a r d l n g  B a s e s  o r  F a c t o r s  
C o n s i d e r e d  i n  feor idng  C a p i t a l  F i n a n c i n g  D e c i s i o n .

XVii
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C a p t i o n  Paaa

5*29 R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  134
A c c o u n t i n g  and N o n - A c c o u n t i n g  B a ses  o r  F a c t o r s  in  
D e c i d i n g  Working C a p i t a l  F i n a n c e .

5 , 3 0  E v a l u a t i o n  o f  B u dg eted  ( O r i g i n a l  and R e v i s e d )  and 197
A c t u a l  Working C a p i t a l  i n  t h e  S e l e c t e d  I n d u s t r i e s  
C o v e r i n g  245  E n t e r p r i s e s  f o r  t h e  P e r i o d ,  1 9 7 5 - 7 6  
t o  1 9 7 9 - 8 0 .

5«31  E v a l u a t i o n  o f  T o t a l  C o s t s  o f  P r o d u c t i o n  (B u d g e t e d
and A c t u a l )  o f  245 E n t e r p r i s e s  Under t h e  S e l e c t e d  
N a t i o n a l i s e d  I n d u s t r i e s  f o r  the  P e r i o d  C o v e r i n g ,
1 9 7 5 -7 6  t o  1 9 7 9 - 8 0 .

5 « 3 2  R e s p o n s e s  o f  the  Samples  r e g a r d i n g  R e a so n s  o r  F a c -  191
t o r e  R e s p o n s i b l e  f o r  Wide V a r i a n c e  Between B u d g e te d  
and A c t u a l  T o t a l  C o s t  o f  P r o d u c t i o n .

6 . 1  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  A u t h o r i t i e s  196
F o n o u l a t i n g  P r o f i t  D e c i s i o n s .

6 . 2  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  T o o l s  A p p l i e d  199
f o r  P r o f i t  D e c i s i o n s  and C o n t r o l .

6 . 3  R e s p o n s e s  o f  the  Samples  r e g a r d i n g  V a r i o u s  S ch e d u -  204
l e s  Used f o r  P r o f i t  D e c i s i o n s .

6 . 4  R e s p o n s e s  o f  the  Samples r e g a r d i n g  F a c t o r s  o r  B a ses  206 
C o n s i d e r e d  i n  D e c i d i n g  S a l e s  T a r g e t s .

6 . 5  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  207
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a s e s  i n  
D e c i d i n g  S a l e s  T a r g e t s .

6 * 6  D e c i s i o n  on O r i g i n a l  and R e v i s e d  B u d g e t  E s t i m a t e  a t  209
S a l e s  as  W el l  as  A c t u a l  S a l e s  o f  245 E n t e r p r i s e s  
Under S e l e c t e d  I n d u s t r i e s  f o r  t h e  P e r i o d  C o v e r i n g ,
1 9 7 5 -7 6  t o  1 9 7 9 - 8 0 .

6 . 7  R e s p o n s e s  o f  the  Samples r e g a r d i n g  t h e  A u t h o r i t i e s  211
f o r  Taking P r i c e  D e c i s i o n s .

6 *8  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  B a se s  o r  F a c t o r s  213
C o n s i d e r e d  i n  D e c i d i n g  P r o d u c t  P r i c e s .

6 . 9  R e s p o n s e s  o f  t h e  Samples  r e g a r d i n g  th e  E x t e n t  o f  214
A c c o u n t i n g  and N o n - A c c o u n t i n g  B a s e s  o r  F a c t o r s  i n  
D e c i d i n g  S e l l i n g  P r i c e  o f  P r o d u c t s .
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6 . 1 0  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  O b j e c t i v e s  Behind  ^  
P r i c i n g  P o l i c i e s ,

6 . 1 1  R e s p o n s e s  o f  the  S e n p l e s  r e g a r d i n g  t h e  E x t e n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  O b j e c t i v e s  o r  Dimen
s i o n s  Beh ind  P r i c i n g  P o l i c i e s .

6 . 1 2  R e s p o n s e s  o f  the  Samples  r e g a r d i n g  P r o b le m s  o f  P r i c e  
F i x a t i o n  by t h e  C o n ce r n e d  A u t h o r i t i e s ,

6 « 1 3  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  F a c t o r s  o r  B a ses  
C o n s i d e r e d  i n  D e c i d i n g  C o s t  o f  P r o d u c t i o n ,

6 * 1 4  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  the  E x t e n t  o f
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a s e s  C o n s i 
d e r e d  i n  D e c i d i n g  C o s t  o f  P r o d u c t i o n .

6 « 1 5  : D e c i s i o n  on O r i g i n a l  and R e v i s e d  B u d g e t  E s t i m a t e s  o f
C o s t  P r o d u c t i o n  as  w e l l  as P o s i t i o n  o f  A c t u a l  C o s t  o f '  ^

:  P r o d u c t i o n  o f  245 E n t e r p r i s e s  Under S e l e c t e d  I n d u s 
t r i e s  D ur ing  t h e  P e r i o d ,  1 9 7 5 -7 6  to  1979-80- .

6 .1 6  R e s p o n s e s  o f  the  Samples r e g a r d i n g  F a c t o r s  o r  B a se s
C o n s i d e r e d  i n  E s t i m a t i n g  O p e r a t i n g  E x p e n s e s .

6 . 1 7  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a s e s  C o n s i 
d e r e d  i n  E s t i m a t i n g  O p e r a t i n g  E x p e n s e s .

6 «1 8  D e c i s i o n  on O r i g i n a l  and R e v i s e d  B u d g e t  E s t i m a t e s  o f  ^
O p e r a t i n g  O verhead s  as w e l l  as  P o s i t i o n  o f  A c t u a l  
O p e r a t i n g  E xpenses  o f  245  E n t e r p r i s e s  u n d e r  S e l e c t e d  
I n d u s t r i e s  f o r  th e  P e r i o d ,  1 9 7 5 -7 6  t o  1 9 7 9 - 8 0 ,

6 . 1 9  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  F a c t o r s  o r  B a se s  
C o n s i d e r e d  i n  D e c i d i n g  P r o f i t  T a r g e t s .

6*20  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a s e s  i n  
D e c i d i n g  P r o f i t  T a r g e t s .

6 . 2 1  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  O b j e c t i v e s  Beh ind  ^
P r o f i t  T a r g e t s .

6 . 2 2  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  Drawbacks i n
F i x i n g  up P r o f i t  T a r g e t s  by the C o n c e r n e d  A u t h o r i t i e s *

6 . 2 3  Comparison  betw een  O r i g i n a l  B u d g e t  E s t i m a t e s  (OBE) o f  238 
N et  P r o f i t ,  R e v i s e d  B u dget  E s t i m a t e s  (RBE) o f  N et  
P r o f i t s ,  A c t u a l  N et  P r o f i t s  (aNP) and R e q u i r e d  Net  
P r o f i t s  (RNP) i n  t h e  S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s  
C o v e r i n g  245 E n t e r p r i s e s  f o r  th e  P e r i o d ,  1 9 7 5 -7 6  t o  
1 9 7 9 - 8 0 .
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7 . 1  R e s p o n s e s  o f  t h «  Samples  r e g a r d i n g  M a jo r  F u n c t i o n s  292 
o f  Hanagera*nt I n f o r m a t i o n  System .

7 . 2  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  th e  E x t e n t  o f  2^4
A c c o u n t i n g  and N o n - A c c o u n t i n g  F u n c t i o n s  o f  Manage
ment I n f o r m a t i o n  System .

7 . 3  R e s p o n s e s  o f  t h e  Samples  r e g a r d i n g  P r o p e r  F u n c t i o -  256
n i n g  o f  Management I n f o r m a t i o n  System .

7 m A  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  D e f i c i e n c i e s  o f  265
F i n a n c i a l  R e p o r t i n g  and Management I n f o r m a t i o n  Sys
tem A f f e c t i n g  th e  Use o f  A c c o u n t i n g  I n f o r m a t i o n .

7 . 5  R e s p o n s e s  o f  t h e  Samples  r e g a r d i n g  t h e  E x t e n t  o f  266
A c c o u n t i n g  and N o n - A c c o u n t i n g  D e f i c i e n c i e s  o f  F in an 
c i a l  R e p o r t i n g  and Management I n f o r m a t i o n  S ystem .

8*1  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  C r i t e r i a  f o r  203
P e r f o r m a n c e  E v a l u a t i o n .

8 . 2  R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 290
o f  A c c o u n t i n g  I n f o ^ a t i o n  i n  D e c i d i n g  C a p i t a l  Expen
d i t u r e  R e q u i r e m e n t s .

8 » 3  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 295
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  C a p i t a l  S t r u c t u r e  
D e c i s i o n .

8 . 4  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 296
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  C a p i t a l  E x p e n d i t u r e  
F i n a n c in g  D e c i s i o n .

8 * 5  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  th e  E x t e n t  o f  t h e  298
Use o f  A c c o u n t i n g  I n f o r m a t i o n  in  C a p i t a l  E x p e n d i t u r e  
C o n t r o l .

8 « 6  R esp on ses  o f  th e  Samples R e g a r d in g  t h e  E x t e n t  o f  t h e  305
Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  D e c i d i n g  Working  
C a p i t a l  R e q u i r e m e n ts .

8 . 7  R e s p o n s e s  o f  th e  Samples  r e g a r d i n g  t h e  E x t e n t  o f  Use 306
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  I n v e n t o r y  D e c i s i o n .

8 .8  R e s p o n s e s  o f  the  Samples  r e g a r d i n g  t h e  Use o f  A c c o u n -
t i n g  I n f o r m a t i o n  i n  A c c o u n t s  R e c e i v a b l e s  D e c i s i o n .

8*9  R e s p o n s e s  o f  the  Samples  r e g a r d i n g  th e  E x t e n t  o f  Use 313
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  Cash D e c i s i o n .
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3*10  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 316 
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  W ork ing  C a p i t a l  F inan
c i n g  D e c i s i o n ,  -  ■

8 » 1 1  R e s p o n s e s  o f  t h «  S « R p l e s  as  r e g a r d s  t h e  E x t e n t  o f  318
Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  Vitorking C a p i t a l  
C o n t r o l .

8 « 1 2  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  the  E x t e n t  o f  Use 324
o f  A c c o u n t i n g  Z n f o m a t i o n  i n  D e c i d i n g  S a l e s  T a r g e t  
and S e l l i n g  P r i c e *

8 * 1 3  R e s p o n s e s  o f  th e  Samples  r e g a r d i n g  t h e  E x t e n t  o f  Use 327
o f  A c c o u n t i n g  I n f o r m a t i o n  i n  D s c i d i n g  C o s t  o f  Produc*> 
t i o n .

8* 1 4  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 329
o f  A c c o u n t i n g  I n f o r m a l  on i n  O p e r a t i n g  E xpenses  ^
D e c i s l o n . - /  -  n f — -'■ .. ■ - ' I " II “ I It1 ,1 -i, —  „

8 * 1 5  R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use~^ 332 
o f  A c c o u n t i n g  I n f o r m a t i o n  in  D e c i d i n g  P r o f i t  T a r g e t s .

A
I '.:"V 1

xxi .

'I
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U.$T OF a p p e n d i c e s

a p p e n d i x -  1 ( a )  I

APPBIDIX- 1 ( B )  1

a p p e n d i x -  X I ( a ) t

APPENDIX- 1 1 ( B )  1 

a p p e n d i x -  1 1 ( C )  I 

a p p e n d i x -  11 (D )  1 

a p p e n d i x -  1 1 ( E )  t 

A P P B iD IX - l I I  t 

a p p e n d i x -  I V ( a )  t

APPENDIX- IV (B)  »

O r i g i n a l  R e q u i r e a e n t s  o f  T o t a l  C a p i t a l  770
E x p e n d i t u r e  ( E l e m e n t - W i s e )  o f  74  E n t e r 
p r i s e s  Under th e  S e l e c t e d  I n d u s t r i e s  
E s t a b l i s h e d  D u r in g  t h e  P e r i o d ,  1 9 5 1 - 5 2  
t o  1 9 7 1 - 7 2 .

O r i g i n a l  R e q u i r e m e n ts  o f  T o t a l  C a p i t a l  371
E x p e n d i t u r e  ( E l e t s e n t - W i s e )  o f  14 E n te r 
p r i s e s  Under S e l e c t e d  N a t i o n a l i s e d  
I n d u s t r i e s  E s t a b l i s h e d  D ur in g  t h e  P e r i o d ,
1 9 7 2 - 7 3  t o  1 9 8 1 - 8 2 .

Item s  o f  P r o f i t  and L o s s  A c c o u n t  and 372
B a la n c e  S h e e t  o f  76  E n t e r p r i s e s  Under 
J u t e  I n d u s t r y .

I t e n s  o f  P r o f i t  and Loss  A c c o u n t  and 573
B a l a n c e  S h e e t  o f  59 E n t e r p r i s e s  Under 
C o t t o n  T e x t i l e  I n d u s t r y .

I t e f f l s ' o f  P r o f i t  and Loss  A c c o u n t  and 374
B a l a n c e  S h e e t  o f  43  E n t e r p r i s e s  Under 
Sugar and Food I n d u s t r y .

I t e m s  o f  P r o f i t  and L o s s  A c c o u n t  and 375
B a l a n c e  S h e e t  o f  37 E n t e r p r i s e s  Under 1
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INTRODUCTION

1*1 Background

Th« p r i n c i p a l  o b j e c t i v e  o f  e v e r y  b u s i n e s s  and i n d u s t r i a l  

e n t e r p r i s e  i r r e s p e c t i v e  o f  t h e  system  o f  economy i s  m ax im iza 

t i o n  o f  p r o f i t s  and w e a l t h . ^  The r o l e  o f  a p p r o p r i a t e  m a n a g e r i a l  

d e c i s i o n s  I n  t h e  r e a l i z a t i o n  o f  t h i s  o b j e c t i v e  i s  m o s t  s i g n i f i 

c a n t  and c r u c i a l *  In t h e  dynamic  w o r l d  o f  I n d u s t r i a l  management,  

a manager  i s  c o n f r o n t e d  w i t h  t h e  n e c e s s i t y  to  t a k e  c e r t a i n  d e c i -  

s i o n s *  M a n a g e r ia l  d e c i s i o n s  encom pass  a v e r y  c o m p le x  p r o c e d u r e  

i n  t o d a y ' s  e c o n o m ic  and b u s i n e s s  f i e l d s  w hich  t a k e  p l a c e  i n  a

p r o b a b i l i s t i c  w o r l d  and a t  t h e  sane  t im e  w h ich  a r e  o p e r a t i n g  In
2

t h e  c h a n g in g  s o c i o - e c o - p o l i t l c a l  s i t u a t i o n s *  D .C .  Haque b r i l l i 

a n t l y  summed up t h e  m a n a g e r i a l  p r o c e s s  a s  c o n s i s t i n g  o f  c o m b in in g  

men« m ach ines#  m a t e r i a l s  and money i n  such a way a s  t o  a c h i e v e  

p r e d e f i n e d  g o a l s  o f  b u s i n e s s  such a s  p r o f i t  and w e a l t h  m a x im iz a 

t i o n *  At th e  same t i m e ,  I t  was p o i n t e d  o u t  t h a t  t h e  s u c c e s s  o f  

such  m a n a g e r i a l  p r o c e s s  and d e c i s i o n s  d e p e n d s  t o  a g r e a t  e x t e n t ,  

on th e  d e p th  and m agn itu d e  o f  a p p l y i n g  the  a r t  and t e c h n i q u e  i n  

u s i n g  such a c c o u n t i n g  i n f o m a t i o n  w h ich  i s  a f o g g y  a r t  re c| u lr in g

chapter -  1

* DECOSTER, DON T,  and SCHAFEa, ELDON Management A c c o u n t l n g t  
A D e c i s i o n  E p p h a a ls * John v . i l e y  and S o n s ,  I n c . ,  New V o r k ,  1 9 7 6 ,  
p .2 0 .

Hague ,  D .C * ,  M a n a g e r i a l  E c o n o w i c s .  Longman, London ,  196 9 ,  p * 2 0 *
2
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e l a l r v o y a n c e *  e x p e r i e n c e  and s e n s *  o f  p r o p o r t i o n . ^  But q u i t e  

o f t e n  t h e  m anageoent  d o e s  n o t  p o s s e t s  any c o m p r e h e n s i v e  and r i s k  

f r e e  i n f o r m a t i o n  r e q u i r e d  t o  make a d e c i s i o n .  N or  d o e s  i t  have  

any summary k n o w le d g e  o f  t h e  c o n s e q u e n c e s  o f  a l l  t h e  d e c i s i o n s *  

Under th e  c l r c u o s t a n c e s t  i n  o r d e r  t o  a c h i e v e  t h e  g o a l s  o f  t h e  

e n t e r p r i s e !  m a n a g e r i a l  d e c i s i o n s  n e e d  t o  b e  ta k e n  by c o n s i d e r i n g  

d i f f e r e n t  b a s e s  and p r e m i s e s t  v i z . f  p a s t  e x p e r i e n c e s t  h u n ch e s  o r  

g u e s s  iHorks* i n t u i t i o n s f  f a c t u a l  d a t a  o r  h i s t o r i c a l  a c c o u n t i n g  

i n f o m a t i o n *  Aaong t h e s e  b a s e s *  a c c o u n t i n g  i n f o m a t l o n  i s  v e r y  

i r a p o r ta n t  and w i d e l y  u s e d  as  i n p u t s  f o r  m a n a g e r i a l  d e c i s i o n s  in  

b u s i n e s s  and e c o n o m ic  f i e l d s *
II "  “

D e c i s i o n s  a r e  s i n e - q u a - n o n  f o r  any o r g a n i z a t i o n  e i t h e r
4

c o m m e r c ia l  o r  i n d u s t r i a l  o r  e c o n o m i c .  I t  i s  t h e  h e a r t  and s o u l  

o f  m a n a g e r i a l  f u n c t i o n s  o f  any e n t e r p r i s e .  In  i t s  s i m p l e  u s a g e ,  

d e c i s i o n  means coming t o  a c o n c l u s i o n .  **It p r e s u p p o s e s  p r e v i o u s  

c o n s i d e r a t i o n  o f  a m a t t e r  c a u s i n g  d o u b t*  w a v e r i n g ,  d e b a t e  o r  

c o n t r o v e r s y  and i m p l i e s  a r r i v i n g  a t  a more o r  l e s s  l o g i c a l  c o n c l u *  

s i o n  t h a t  b r i n g s  a b o u t  d e b a t e  t o  an e n d " . ^  F u r t h e r ,  Tannenbaura 

d e f i n e s  d e c i s i o n  a s  a c o n s c i o u s  c h o i c e  o r  s e l e c t i o n  from among a 

g r o u p  o f  two o r  more b e h a v i o u r  a l t e r n a t i v e s  on t h e  b a s i s  o f  some

^ Ba RLEV, ben ZION and LEVY, HAIM , "The  I n f o r m a U o n  C o n t e n t  o f  
A c c o u n t i n g  Data and the  Man^^^v^sient o f  P o r t  F o l i o s ' * ,  J o u r n a l  o f  
B u s i n e a s  F in a n c e  and A c c o u n t i n g .  V o l .  3 ,  N o . 2 ,  1981 ,  p . 2 2 1 .

^ SIUON, H .A . ,  The New S c i e n c e  o f  Managgnent  D e c i s i o n .  H arper  & 
Row, P u b l i s h e r s ,  I n c . ,  New Y o r k ,  I 9 6 0 ,  and RICHARD, M.D. and 
GRea^LAft, PAUL S . ,  Management D e c i s i o n - M a k i n g .  Homewood I l l i -  
n o i s e ,  R i c h a rd  0 . ,  I r w in  I n c . ,  1966 .

WEBSTtR, D i c t i o n a r y  o f  Synonyms. S p r i n g f i e l d  ( M a s s . ) ,  M err iam ,  
1951 ,  p . 5 .
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f a c t u a l  d a t a * ^  I t  i t  th u s  e v i d e n t  t h a t  d e c i s i o n  means any d e l i 

b e r a t e  c h o i c e  f o r  d o i n g  o r  n o t  d o i n g  s o m e th in g  and i t  p r e s u p p o s e s  

c o n s i d e r a t i o n  o f  some f a c t u a l  i n f o r m a t i o n  and d a t a  a s  w e l l .  I t  i s  

t h e  p r o c e s s  o f  p u r p o s e f u l  s e l e c t i o n  o f  o n e  c o u r s e  o f  a c t i o n  from  

among a s e t  o f  a l t e r n a t i v e  c o u r s e s  o f  a c t i o n  to  a c h i e v e  some 

o b j e c t i v e s  i n  t h e  f u t u r e *  The m easu re  o f  the  o u t p u t  o r  v a l u e  o f  

a d e c i s i o n  r e f e r s  t o  th e  e x t e n t  t o  w h ich  t h a t  d e c i s i o n  i n c r e a s e s  

o r g a n i z a t i o n a l  g o a l  a c h i e v e m e n t  when i t  i s  used  by t h e  o p e r a t i n g  

uni t s * ^

Howevert t h e r e  are  d i f f e r e n t  ways o f  making d e c i s i o n .  Manage

r i a l  b u s i n e s s  d e c i s i o n s  nay b e  taken  ( i )  by draw o'f l o t *  ( i i ) by
'1 ,  ,  I'

r e l a t i n g  t o  some im m e d ia te  h a p p e n i n g ,  i * e . »  c h a n c e  b a s i s ,  ( i i i )

by g u e s s e s  i n  r e s p e c t  o f  e c o n o m ic  f o r c e s ,  ( i v )  by ^ in t u i  t i o n ,  and

f i n a l l y ,  ( v )  by c o n s i d e r a t i o n  and i n t e l l i g e n t  i n t e r p r e t a t i o n  o f

some f a c t u a l  d a ta  and i n f o r m a t i o n  o r  s i g n i f i c a n t  f a c t o r s *  But

where  " i n t u i t i o n "  i s  u se d  a s  a b a s i s  f o r  d e c i s i o n ,  i t  i s  a l s o

based  upon c o n s i d e r a t i o n ,  o f  c o u r s e ,  a t  s u b c o n s c i o u s  l e v e l ,  o f  a

g r e a t  number o f  s i g n i f i c a n t  f a c t o r s *  " T h e s e  f a c t o r s  may i n c l u d e

such a s  the  movement o f  s t o c k  p r i c e s ,  th e  i m p r e s s i o n  t h a t  b u s i n e *

s s  i s  d e c l i n i n g  b e c a u s e  t h e r e  has  been an i n c r e a s e  i n  t h e  number

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

an i m p r e s s i o n  o f  p u b l i c  r e a c t i o n  t o  new e v e n t s  o r  an i n t e r p r e t s * *

t i o n  th ro u gh  p e r s o n a l  e x p e r i e n c e  and o b s e r v a t i o n  o f  t h e  p r o b a b l e

^ T^NENBAUM, aOBERT, " M a n a g e r i a l  D e c i s i o n  M a k i n g " ,  J o u r n a l  o f  
l l i j i j Q i a a t  V o l .  x x n i ,  N o . I ,  J a n u a r y ,  195 0 .

^ YOUG, s TaKLEY, Maoaaement i A S v s te w s  A n a l y s i s .  S c o t t ,  ForesPian 
and Company, G l e n v i e w ,  l l l i n o i s e ,  1966 ,  p . 7 .

A'
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g
« f f « e t s  on m a r k e t  c o n d i t i o n s *  e t c . ”  Thusf  I t  i s  r e a l i z e d  t h a t  

d e c i s i o n  i s  n o t  f u l l y  b a s e d  on p u r e  i n t u i t i o n  b u t  r a t h e r  upon t h e  

s u b j e c t i v e  e v a l u a t i o n  o f  m u l t i t u d i n o u s  i m p r e s s i o n s  and t h e  i n t u i 

t i o n  w i l l  n o t  b e  u se d  s u c c e s s f u l l y  i f  t h e  s u b c o n s c i o u s  e v a l u a t i o n
9

i s  p r e s e n t  i n  d e c i s i o n  m a k in g .  But when a b u s i n e s s  d e c i s i o n  i s  

taken i n t u i t i v e l y ,  t h e r e  a r e  two p r o b l e m s .  The f i r s t  p r o b le m  i s  

t h a t  a s  new s i t u a t i o n s  a r i s e ,  t h e r e  I s  n o  b a s i s  f o r  p r e d i c t i n g  

what would  happen and t h e r e  i  s no  h i s t o r y  to  r e l y  o n .  The s e c o n d  

p r o b le m  i s  t h a t  t h e  s u c c e s s  o f  management c a n n o t  b e  c o n t i n u e d  and 

p e r p e t u a t e d  o v e r  a l o n g  p e r i o d  o f  t i m e .  T h e r e f o r e ,  i n t u i t i o n  may 

n o t  be  taken a s  a~ s c i e n t i f i c  b a s i s  f o r  d e c i s i o n , b e c a u s e  t h e  

e s s e n c e  o f  management i s  t o  e s t a b l i s h  a r a t i o n a l  d e c i s i o n  making 

p r o c e s s  t h a t  can be  a n a l y s e d ,  u n d e r s t o o d ,  p e r p e t u a t e d  and communi

c a t e d .  Hence^ a c c o u n t i n g  must  d i r e c t  t h e  management t o  p a s t  d a t a  

i n  o r d e r  t o  a c h i e v e  im p ro v e d  f u t u r e  d e c i s i o n s . ^ ^

The i m p o r t a n t  and s c i e n t i f i c  method o f  t a k i n g  d e c i s i o n  m ig h t  

be  th e  u s e  o f  I n t e l l i g e n t  a n a l y s i s  o f  f a c t u a l  data  f o r  the  p u r p o s e  

by r e c o g n i z i n g  t h e  f a c t  t h a t  i m p r e s s i o n s  o r  g u e s s e s  o r  i n t u i t i o n s  

may be  m i s l e a d i n g  o r  e r r o n e o u s  and p e r s o n a l  o b s e r v a t i o n s  may a l s o

® EASTON, EDISON E. and N Eh TON, BYRON, L . ,  A n ; i t v « i «  o f  F i n a n c i a l  
D a t a . M cG ra w -H i l l  Book Company, I n c . ,  New Y o r k ,  197 8 ,  p . 2 7 1 .

^ I b i d . ,  p . 2 7 2 .

THACKEti, RONALD J .  and SMITH, SICHA3D L . ,  M od em  Man^iQement 
A c c o u n t i n g . P r e n t i c e - H a l  1 o f  I n d i a  P r i v a t e  L t d . ,  New D e l h i ,  
1973 ,  p . 5 .

BURN, THOMAS J .  ( E d . ) ,  Thfl_Uee o f  A c c o u n t i n g  Data i n  D c c i s i o o  
M ak in g . The Ohio  S t a t e  U n i v e r s i t y ,  C o lum bus ,  O h i o ,  p . 2 1 2 .
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b e  l i m i t e d  i n  s c o p e  and c o v e r a g e  a s  d i s c u s s e d  e a r l i e r *  In  t h i s  

m e t h o d ,  the  d e c i s i o n - m a k e r  may a l s o  r e c o g n i z e  t h e  l i m i t a t i o n s  o f  

h i s  own e x p e r i e n c e s  and may a d m it  t h «  f a c t  t h a t  t h e r e  i s  a t e n 

d e n cy  l o r  an i n d i v i d u a l  t o  exam ine  t h e  c a u s e - a n d - e f f e e t  r e l a t i o n 

s h i p  even i n  s i t u a t i o n s  w h e r e - s c i  e n t i  f i c  o b s e r v a t i o n  w ou ld  r e v e a l
12n o  s u c h  C a u s a l  r e l a t i o n s h i p s *  T h e r e b y ,  t h e  d e c i s i o n - m a k e r

e n d e a v o u r s  t o  r e c t i f y  h i s  i m p r e s s i o n s  and e x p e r i e n c e s  by u s i n g  a l l

a v a i l a b l e  f a c t u a l  and p a s t  d a t a *  The main s o u r c e s  o f  f a c t u a l

d a ta  may be f i n a n c i a l  o r  n o n - f i n a n c i a l  t r a n s a c t i o n s * ^ ^  I t  i s

e v i d e n t  from t h e  a b o v e  d i s c u s s i o n  o f  the  b a s e s  f o r  t a k i n g  d e c i *

s i o n s  t h a t  th e  use_ o f  f a c t u a l  data# b o th  f i n a n c i a l  and n o n - f i n a n -

c i a l »  f o l l o w e d  by an i n t e l l i g e n t  i n t e r p r e t a t i o n  t h e r e o f  had been

a c c e p t e d  as  s c i e n t i f i c  i n p u t s  and p r e m i s e s  f o r  b u s i n e s s  d e c i s i o n s *

B e ca u se  o f  the  w id e  r e l e v a n c e  and c o v e r a g e  o f  such  f a c t u a l  d a t a »

i t  i s  p r o b a b l y  s a f e  t o  say t h a t  n o t  vez7  much management d e c i s i o n s ,

p a r t i c u l a r l y  f i n a n c i a l  d e c i s i o n s ,  a r e  r e a c h e d  w i t h o u t  some r e f e -
14r e n c e  t o  a c c o u n t i n g  i n f o r m a t i o n *  S i n c e  an e f f e c t i v e  d e c i s i o n  

a c c o m p l i s h e s  t h e  g o a l s  t h a t  management s e e k s  to  a c h i e v e ,  a c c o u n 

t i n g  i n f o r m a t i o n  i s  taken as  the  s c i e n t i f i c  b a s e s  o r  i n p u t s  f o r  

such d e c i s i o n s *

EASTON, EDISON £ .  and N Eh TON, BfMN L . ,  c i t , .  p*273*

I b i d *

THACKER, aONALD J* and St‘.ITH, RICHARD L * ,  j j a -  JSLl*# p . 5 5 4 *  

DECOSTER, DON T. and SCHAFER, ELDOfJ L . ,  ^ *  c i t . .  p . 6 *

/  J
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A c c o u n t i n g  i n f o r m a t i o n  b e i n g  t h e  f a c t u a l  d a t a  i s  t r e a t e d  a s  

p o t e n t i a l  m a n a g e r i a l  t o o l s  f o r  d e c i s i o n * A c c o u n t i n g  I n f o r f f l a t l o n  

i s  t h e  means t o  an end ,  th e  end b e i n g  management d e c i s i o n s .  The 

u s e f u l n e s s  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  management d e c i s i o n s  and 

c o n t r o l  has  been  a t o p i c  o f  i n c r e a s i n g  i n t e r e s t .  A c c o u n t i n g  

i n f o r m a t i o n  has come t o  be  w i d e l y  a c c e p t e d  as  t h e  i m p o r t a n t  b a s e s  

f o r  d e c i s i o n s  and c o n t r o l  i n  b o t h  p r i v a t e  and p u b l i c  s e c t o r  e n t e r 

p r i s e s *  The I m p o r t a n c e  o f  u s «  o f  a c c o u n t i n g  i n f o r m a t i o n  h as  been  

r e c o g n i z e d  by a l m o s t  a l l  t h e  c l a s s i c a l  w r i t e r s *  The m o s t  c e l e b r a 

t e d  w r i t e r s  are  o f  the  o p i n i o n  t h a t  m a n a g e r i a l  d e c i s i o n s  c a n n o t  be

taken w i t h o u t  due c o n s i d e r a t i o n  o f  any a c c o u n t i n g  i n f o r m a t i o n .
18  ̂ 19There  has  been e x t e n s i v e  w r i t i n g s  o f  F r i e n d ,  Blume and F r i e n d ,

-U4EY, LIOYD a .  and EGGINTON, DON a . ,  Manaoament A e c o u n t i n a t  A 
C o n c e p t u a l  A p p r o a c h .  Longman Group L i m i t e d ,  London ,  1 9 7 3 ,  p . 11 .

ANDERSON, DONALD L. and RAUN, DONALD L . ,  I n f o r m a t i o n  A n a l v a i a  
i n  Management A c c o u n t i n g .  John » i l e y  and S o n s .  I n c . ,  New Y o r k ,  
1978, p . 5 .

FRIEND, ! • ,  " R e c e n t  D e v e lo p m e n t s  i n  F i n a n c e " ,  J o u r n a l  o f  
b a n k i n g  and F i n a n c e .  V o l .  1 ,  N o .  2 ,  O c t o b e r  1 9 7 7 .

BLUME, E.M. and FRIEND, I . ,  The Ch;»nQlnq R o l e  o f  th e  I n d i v i d u a l  
I n v e s t o r s .  John W i le y  & S on s ,  New Y o r k ,  1 9 7 8 .
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20 21 22 Rahm«n, T a l u k d a r ,  «nd o t h « r s  on t h e  u s e  o f  a c c o u n t i n g  I n f o r 

m a t io n  f o r  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  p u r p o s e s -  But t h s  

t h e  p r o b l a n  o f  how a c c o u n t i n g  I n f o r a a t l o n  i s  u s e d  i s  d i f f i c u l t  

and s q U a i l y  i m p o r t a n t  t o  r e s e a r c h  a s  w e l l .  Some a t t e m p t s  have  

been  made i n  t h i s  r e g a r d  but  t h e  qfuantum o f  r e s e a r c h  done  i s  f a r  

from a d e q u a t e *  H o m g r e n  i n v e s t i g a t e d  i n t o  t h i s  p r o b le m  i n  1955 

and B a ck e r  was en g a g e d  i n  a l a r g e - s c a l e  r e s e a r c h  p r o j e c t  on t h e

RAHMAN̂  "An E m p i r i c a l  I n v e s t i g a t i o n  i n t o  Management Use o f  
A c c o u n t i n g  I n f o r m a t i o n  and t h e  I n f l u e n c e  o f  S e l e c t e d  J o b  R e la 
t e d  T r a i t s  and O r g a n i z a t i o n a l  C o r r e l a t e s " .  U n p u b l i s h e d  Ph.P.^ 
T h g a i s .  M a n c h e s t e r  B u s i n e s s  S c h o o l ,  M a n c h e s t e r  U n i v e r s i t y ,
A p r i l ,  1 97 6 .

21 ’Ta LUKDa S,  M . Y . ,  "An Approach  t o  I n f l a t i o n  A c c o u n t i n g  i n  t h e
C o n t e x t  o f  D e v e l o p i n g  E c o n o m i c s " .  U n p u b l i s h e d  P h .D .  T h e s i s .
B u s i n e s s  S c h o o l ,  The C i t y  U n i v e r s i t y ,  L on don ,  1973 .

BRUNS, WILLI/U4 J . ( J R . ) ,  " A c c o u n t i n g  I n f o r m a t i o n  and D e c i s i o n  
Making i Some B e h a v i o u r a l  H y p p th e s e s *  The A c c o u n t i n g  R e v ie w .
V o l .  XLin, N o . 3 ,  J u l y ,  1968| BEWSTEIN, LEOPOLD A . ,  F i n a n c i a l  
/ y i a l v ^ i A  I T h e o r y .  A p o U c a t i o n  and I n t e m r e t d U o n .  R i c h a r d  D. 
I r w i n ,  I n c . ,  Homewood, I l l i n o i s t  1978{  TIGGES, K . S . ,  "U se  o f  
A c c o u n t i n g  Data i n  D e c i s i o n  M a k i n g " ,  M anageaent  S e r v i c e s .
V o l .  IXI| N o . 6 , N ove m b e r -D e ce m b e r ,  1966| TURK, IVAN, " A c c o u n 
t i n g  I n f o r m a t i o n  Needed i n  A s s e s s i n g  t h e  E f f i c i e n c y  o f  t h e  
P u b l i c  E n t e r p r i s e " ,  P u b l i c  E n t e r p r i s e .  V o l .  1 ,  N o . 2 ,  V u j o s l a v i a ,  
19801 HAMPTON, JOHN J . ,  F i n a n c i a l  D e c i « i o n  Making i C o n c e p t s .  
P r o b le m s  and C a s e s .  P r e n t i c e - H a l l  o f  I n d i a  P r i v a t e  L t d . ,  New 
D e l h i ,  2nd E d . ,  1980* SAVICH, RICHARD S , ,  "T h e  U«e o f  A c e o u n .
ting Iflfg.tadUftfl ;n Making*t ■Ibi.-̂ t£.fl.uflUaa„iiBv,i wn*
J u l y  1977| CAPLAN, EDWIN H . ,  Manaoewent A c c o u n t i n g  and Beha
v i o u r a l  S c i e n c e .  A d d i s o n - ^ e s l e y  P u b l i s h i n g  Company, I n c . ,  
P h i l i p p i n e s ,  1971 ;  Ba TTY, J . ,  P l a n n i n g  , B y d g t U l X
C o n t r o l .  MacDonald and Evans L t d . ,  London ,  1970| :UHMAN, 
MAhDUDUR, "Management D e c i s i o n  Making in  a D e v e l o p i n g  C o u n t r y i  
A Case Study i n  B a n g l a d e s h " ,  I n s t i t u t e  o f  B u s i n e s s  A d m i n l a t r a -  
t i o A . U n i v e r s i t y  o f  D a c c a ,  1980| HYE, MD. ABDUL, " A c c e p t a n c e  
and Use o f  B u dg et  by M anagers  o f  N a t i o n a l i s e d  I n d u s t r i a l  E n te r 
p r i s e s  i n  B a n g l a d e s h " ,  U n i v e r s i t y
o f  Dhaka, A p r i l ,  1982| HOUE M . ,  " A c c o u n t i n g  I n f o r m a t i o n  and 
P r o d u c t  D e c i s i o n s  i n  M u l t i - P r o d u c t  F i r m " ,  U n p u b l i s h e d  Ph .D .
The s i  s .  U n i v e r s i t y  o f  S h e f f i e l d ,  U . K . ,  I 9 6 l ;  RAHIM, v .M .A . ,  
" I n d u s t r i a l  Managers*  A c c e p t a n c e  and Use o f  B u d g e t a r y  C o n t r o l  
T e c h n iq u e s  -  >\n E m p i r i c a l  A p p r o a c h , "  U n o u b l i s h e d  P h .D .  T h e s i s . 
U n i v e r s i t y  o f  M a n c h e s t e r t  1969 ,  q u o t e d  by HYE, MD. ABDUL, 
o p .  c i  t .
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p r o b le m  f o r  N a t i o n a l  ^^g^oe iat ion  o f  A c c o u n t a n t s *  The f u n c t i o n s  

o f  d e c i s i o n s  and c o n t r o l  a r e  n o t  c o m p l e t e  and f u l f i l l e d  u n t i l  

m anagers  i n d i v i d u a l l y  o r  c o l l e c t i v e l y  have  s t u d i e d  a c c o u n t i n g  

i n f o r t n a t i o n  p r o v i d e d  by th e  f i n a n c i a l  s t a t e m e n t s  and r e p o r t s  as  

w e l l  as  i n f o r m a t i o n  s u p p l i e d  by the  f i n a n c i a l  m a r k e t s t  G overnm ent  

s t a t i s t i c s  and o t h e r  r e l a t e d  s o u r c e s  a s  f u l l y  a s  p r a c t i c a b l e  i n  

e v e r y  way t h a t  w ou ld  h e l p  i n  t a k i n g  e f f e c t i v e  d e c i s i o n s  and c o n 

t r o l  o f  th e  a c t i v i t i e s  w i t h i n  an o r g a n i  z a t i o n . * ^ ^  I t  may t h u s  be  

c o n c l u d e d  t h a t  t h e r e  i s  a g e n e r a l  c o n c e n s u s  among t h e  a u t h o r s  on 

t h e  i s s u e  t h a t  a c c o u n t i n g  i n f o r m a t i o n  i s  v i t a l  f o r  m a n a g e r i a l  u s e

i n  d e c i s i o n s  and c o n t r o l *i| _ ii -

The i m p o r t a n c e  o f  u s e  by management o f  a c c o u n t i n g  i n f o r m a t i o n  

can be t r a c e d  back t o  t h e  a n c i e n t  c i v i l i z a t i o n  o f  Egypt  and Baby

l o n i a *  A c c o u n t i n g  r e c o r d s  o f  a s o r t  have been f o u n d  i n  Mi m o a n  

p a l a c e s *  E g y p t ia n  tombs and A s s y r i a n  t e m p le s  d a t i n g  from more 

than two m i l l e n n i a  b e f o r e  t h e  b i r t h  o f  C h r i s t *  In  t h a t  e a r l y  

s t a g e *  a c c o u n t i n g  was m a i n l y  c o n c e r n e d  w i t h  a s s e s s i n g  and s a f e 

g u a r d i n g  th e  w e a l t h  o f  i n d i v i d u a l s  and th e  s i m p l e  J o i n t  v e n t u r e s  

r e p r e s e n t i n g  t h e  b u s i n e s s  f i r m s  o f  th e  age* i . e . ,  i t s  p r i m a r y  

o r i e n t a t i o n  was t h e  m a i n t e n a n c e  o f  r e c o r d s  o f  h i s t o r i c a l  d a t a

23

HOaNG«£N, CHARLES T . ,  ” S e c u r i t y  A n a l y s i s  and t h e  P r i c e  T r e n d s "  
A c c o u n t i n g  R e v ie w . O c t o b e r  1 95 5 ;  HO'^NG^EN, C . T . ,  "The  Funds 
S ta tem en t  and I t s  Use by A n a l y s t s ” ,  J o u r n a l  o f  ^ c o u n t a n c y . 
January^ 1955,8. Ba c k ER, MORTON, " C o s t i n g  I n v e n t o r y  f o r  M e a s u r in g  
P e r i o d i c  Income and F i n a n c i a l  P o s i t i o n " ,  A R e s e a r c h  P y c i e e t  
s p o n s o r e d  by t h e  N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s  ( n a a ) ,  
August ;  1966 .

PE<-tRIN, H .J * ,  " B u d g e t a r y  P l a n n i n g  and C o n t r o l  i n  t h e  B r i t i s h  
I n d u s t r y " ,  U n p u b l i s h e d  P h .D .  _Theai_s.  U n i v e r s i t y  o f  London ,  
1958 ,  p p .  15 -16*  q u o te d  by HYE, MD. ABDUL, e p . c i  t .
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f o r  e q u i t y  and f i d u c i a r y  p u r p o s e s *  With t h e  p a s s a g e  o f  t i m e ,

t h e  c o n c e p t  o f  a c c o u n t i n g  h as  changed  and the  u s e  o f  a c c o u n t i n g

i n f o r m a t i o n  i n  d e c i s i o n  making and c o n t r o l  p r o c e s s  o f  b u s i n e s s
24o r g a n i z a t i o n s  h as  been a r e c e n t  phenom enon .  Modern management 

a c k n o w l e d g e s  t h e  f a c t  t h a t  th r o u g h  th e  a g e s t  o r g a n i s e d  s o c i e t y  

fo u n d  t h e  n e e d  t o  m a i n t a i n  some k i n d  o f  a c c o u n t i n g  r e c o r d s  and 

h i s t o r i c a l  i n f o r m a t i o n .  The p r o g r e s s i v e  r o l e  o f  a c c o u n t i n g  was 

t h e  r e s u l t  o f  a c h a i n  o f  e v e n t s  » h l c h  s t a r t e d  f rom the b e g i n n i n g  

o f  the I n d u s t r i a l  R e v o l u t i o n  i n  the e i g h t e e n t h  c e n t u r y *  In  t h e  

e a r l y  s t a g e *  t h e  b u s i n e s s  and e c o n o m i c  o r g a n i z a t i o n s  w ere  n o t  

c o m p l i c a t e d  i n  r e s p e c t  o f  g e n e r a t i n g  and p r o c e s s i n g  of^ a c c o u n t i n g  

d a t a  and i n f o r m a t i o n  f o r  m a n a g e r l a r  d e c i s i o n s  and c o n t r o l  o f ^  

e n t e r p r i s e  a c t i v i t i e s *  But «il th  th e  r a p i d  i n c r e a s e  o f  n a t i o n a l  

demand f o r  p r o d u c t s  a c c o m p a n ie d  by the  i n t r o d u c t i o n  o f  mass  p r o 

d u c t i o n  t e c h n i  q|ue and grov^th o f  l a r g e  s c a l e  e c o n o m i c  o r g a n l z a *  

t i o n s  i n  th e  s e c o n d  h a l f  o f  t h e  n i n e t e e n t h  c e n t u r y *  t h e  r o l e  o f  

th e  b u s i n e s s  and i n d u s t r i a l  o r g a n i z a t i o n s  began to c h a n g e  and t h e  

c o n c e p t s  o f  s p e c i a l i z a t i o n  and d i v i s i o n  o f  l a b o u r  a l s o  emerged*  

The s i t u a t i o n  l e d  t o  the  grovith  o f  l a r g e - s c a l e  c o m p a n ie s  w i t h  

s e p a r a t i o n  o f  o w n e r s h i p  from managenient* The b i r t h  o f  new c o n 

c e p t s  n l t h  c o n c o m i t a n t  c h a n g e  i n  the r o l e  o f  t h e  o r g a n i z a t i o n s  

d e t e r m i n e d  n o t  o n l y  th e  c h a r a c t e r i s t i c s  o f  p r o d u c t i o n  t e c h n i q u e s  

b u t  a l s o  i n f l u e n c e d  and m oulded  t h e  w h o le  o r g a n i z a t i o n  s t r u c t u r e

i n c l u d i n g  the  r o l e  o f  a c c o u n t i n g  a s  an i n f o r m a t i o n  system to
27h e l p  management i n  i t s  d e c i s i o n  making f u n c t i o n *

25

CAP LAN, EDViIN H . ,  c i  t .  .  p .  9,

I b i d , ,  p , l O *  

^  I b i d . ,  p . 1 1 .
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A c c o v n t i n g  a s  an i n f o r m a t i o n  system g e n e r a t e s  and s u p p l i e s  

I n f o r m a t i o n  t o  be  used  f o r  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  

p u i ^ o s e s *  A c c o u n t i n g  I s  one  o f  the  v e r y  few  d i s c i p l i n e s  i n  t h e  

p r a c t i c e  o f  w hich  I n f o r i a a t l o n  may be  t r a n s f o t m e d  i n t o  f i n a n c i a l
28and q u a n t i t a t i v e  d a ta  <— i n  the  form i n  u h i c h  i t  i s  m o s t  u s e f u l *  

Tooday* t h e  b r o a d * b a s e d  t h o u g h t s  on the  o b j e c t i v e s  o f  f i n a n c i a l  

r e p o r t i n g  l a y  s t r e s s  on t h e  p r e s e n t a t i o n  o f  u s e f u l  I n f o r m a t i o n  

r a t h e r  than the  a c c o u n t i n g  method  I t s e l f .  The Study Group on 

t h e  O b j e c t i v e s  o f  F i n a n c i a l  S t a t e m e n t s  e m p h a s i z e s  t h a t  t h e  b a s i c

o b j e c t i v e  o f  f i n a n c i a l  s t a t e m e n t s  I s  t o  s u p p ly  I n f o r m a t i o n  w hich
29would  be used  f o r ' m a k i n g  e c o n o m i c  d e c i s i o n s *  A c c o u n t i n g  i s

'I ~ _ II
g r a d u a l l y  becom ing  more and m ore  d e c i s i o n - o r i e n t e d  ow ing  t o  th e

on
s h e e r  n e c e s s i t y  o f  i t s  s u r v i v a l  I n  t o - d a y ' s  b u s i n e s s  e n v i r o n m e n t .  

The p r e s e n t  day a c c o u n t i n g  system  thus* p r o v i d e s  I n f o r m a t i o n  on 

e v e r y  s o r t  o f  a c t i v i t y  o f  t h e  b u s i n e s s  f o r  the  s t a t e d  p u r p o s e .

The p r e s e n t  s t a t e  o f  a c c o u n t i n g  d i s c i p l i n e  and i t s  f u t u r e  

p e r s p e c t i v e  have  drawn c o n s i d e r a b l e  a t t e n t i o n  from the a c a d e m i c s  

and the  p r o f e s s i o n a l s  a l i k e  i n  r e c e n t  y e a r s  on i t s  b r o a d - b a s e d

ATAlS£f GEORGE K . ,  " I n f o r m a t i o n  f o r  P r o p r i e t o r s  and O t h e r s " .  
N a t i o n a l  P a p e r s .  I n t e r n a t i o n a l  C o n g r e s s  o f  A c c o u n t i n g  ( l O t h ) ,  
Sydney,  1972 ,  p . 2 8 l .

^  A a e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  ( aI C P A ) ,
Study Group on th e
Q b i e c t l t t e a  o f  F i n a n c i a l  S t a t e m e n t a ,  Hew Y o r k .  1973 .  ( I t  i s  
p o p u l a r l y  known as  th e  T r u e b l o o d  ^loport a f t e r  th e  Chai m a n  
o f  the  Study Group • Mr. R o b e r t  T r u e b l o o d ) .

^  CHakRaBO^^TY, S .K « ,  " A c c o u n t i n g  f o r  D e c i s i o n  Making and C o n t r o l ” * 
loQica In  A c c o u n t i n g  and F i n a n c e .  £ d .  by Cha lCraborty ,  S .K ,  
e t .  a l l  O x f o r d  U n i v e r s i t y  P r e s s *  C a l c u t t a ,  (C )  I n d i a n  I n s t i t u t e  
o f  Management* C a l c u t t a ,  1976 ,  p . 13 .
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o b j e c t i v e s  a s  e v i d e n t  from v a r i o u s  e m p i r i c a l  r e s e a r c h  s t u d i e s  i n  
31

a c c o u n t i n g .  In  an e c o n o m ic  e n t i t y ,  a c c o u n t i n g  p e r f o r i n s  two v i t a l  

s e r v i c e s  f o r  management i t  a c t s  a s  t h e  b e s t  p o s s i b l e  i n f o r m a 

t i o n  system and I t  a l s o  p r o v i d e s  p r o f e s s i o n a l  a d v i c e  t o  manage*
32ment i n  i t s  d e c i s i o n  making and c o n t r o l  f u n c t i o n s .  Thus» a c c o u n 

t i n g  and i t s  i m p l i c a t i o n s  i n  e c o n o m i c  p r o g r e s s  w h ich  h as  t o d a y  

a t t r a c t e d  t h e  a t t e n t i o n  o f  r e s p o n s i b l e  p e r s o n s  a i l  o v e r  th e  w o r ld  

i n  b o th  t h e  d o m e s t i c  and t h e  i n t e r n a t i o n a l  f o r u m s ,  a r e  e x p e c t e d  

t o  p r o v i d e  management w i t h  v a r i o u s  t y p e s  o f  i n f o r m a t i o n  f o r  

r a t i o n a l  d e c i s i o n s  and c o n t r o l  o f  b u s i n e s s  o p e r a t i o n s *

II
There  a re  d i f f e r e n t  o p i n i o n s  on a c c o u n t i n g  i n f o r m a t i o n  and

d a t a .  Only  a few o f  th e  o p i n i o n s  a r e  m e n t i o n e d  h e r e .  A l l  d a ta

o z  i n f o r m a t i o n  o b t a i n e d  from o r  c r e a t e d  i n  th e  a c c o u n t i n g  sys tem

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

i n  i t s  f i n a n c i a l  s t a t e m e n t s ,  o r  s p e c i a l  r e p o r t s  e i t h e r  t e c h n i c a l
33

o r  e c o n o m ic  a n d / o r  v e r b a l  s t a t e m e n t s .  Ivhen any a c c o u n t i n g  d a t a  

change  the  s t a t e  o f  mind o f  any r e s p o n s i b l e  p e r s o n s ,  i t  becom es  

i n f o r m a t i o n  which  i s  i t s e l f  d e c i s i o n a l .  H ere ,  i n f o r m a t i o n  

s l i g h t l y  d i f f e r s  from d a t a .  I n f o r m a t i o n  c o n s i s t s  o f  c l a s s i f i e d  

and i n t e r p r e t e d  d a ta  t h a t  a r e  u s e d  f o r  d e c i s i o n - m a k i n g .  More 

p r e c i s e l y ,  d a t a  a re  r e c o r d e d  e x p e r i e n c e s *  i . e . ,  r e p r e s e n t a t i o n s

C f .  BALL, f )« ,  * In d e x  o f  E m p i r i c a l  R e s e a r c h  i n  A c c o u n t i n g *  
r^QUEn.aA..,.<?f„AtfiQun^na . . .RgaMfyh, V o l .  9 ,  N o . I ,  1974 ( B « U  
R e p o r te d  238 R e s e a r c h  S t u d i e s  from 195 2 -7 0  o f  w hich  134 w e re  
done d u r i n g  1 9 6 0 - 7 0 ) .

ROSS, HOttARDl, "The C u r r e n t  C r i s i s  i n  F i n a n c i a l  Report ing** ,  
The J o u r n a l  o f  A c c o u n t i n g .  A u g u s t ,  1 9 6 7 ,  p . 6 5 .

BRUNS, V.ILLIAM J .  (J. 1̂ ,  c i  t . . p . 4 7 1 .
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o f  p « r c e l v e d  a t t r i b u t e s  o f  c e r t a i n  o b j e c t s  ( h e r e *  e c o n o m ic  a c t i 

v i t i e s )  and i n f o r n a t i o n  n e a n s  r e c o r d e d  e x p e r i e n c e  u s e f u l  f o r  some 

p a r t i c u l a r  p u r p o s e  which  i s  u l t i n a t e l y  d e c i s i o n - m a k i n g  o f  some

k i n d  i n  a l l  c a s e s  though  i n m e d i a t e l y  i t  o a y  b e  p l a n n i n g  o r  c o n -
34t r o l .  So, d a t a  c o l l e c t e d *  p r o c e s s e d  and t r a n s m i t t e d  f o r  a p a r t i 

c u l a r  u s e  o r  c a u s e  y i e l d  I n f o r f f l a t i o n .  In  usage*  i t  i s  d i f f i c u l t  

t o  s e p a r a t e  thefn ( d a t a  and i n f o r n a t i o n )  o u t  c l e a r l y *  T h e r e f o r e ,  

f o r  a l l  p r a c t i c a l  p u r p o s e s *  i n f o r m a t i o n  and d a t a  have  been t r e a t e d  

i n  t h i s  r e s e a r c h  as  synonymous*

A c c o u n t i n g  d a t a  have  been d e f i n e d  a s  th e  m o n e t a r y  e x p r e s s i o n

o f  b u s i n e s s  c o n d i t i o n  and a c t i l v i t y  and i n  many c a s e s  becom e a b y -
‘ r "  — ■ j ~  j

p r o d u c t  o r  a t  l e a s t  a J o i n t  p r o d u c t  o f  i n f o r m a t i o n  g e n e r a t e  f o r

o t h e r  than a c c o u n t i n g  p u r p o s e s - A c c o u n t i n g  d a t a  a r e  t h e  o u t p u t s
I, ' '

i n  t h e  p r o c e s s  o f  s h a p in g  i n f o r n a t i o n  and a c c o u n t i n g  i n f o r m a t i o n  

i s  t h e  o u t p u t  o f  t h i s  p r o c e s s  and i n  t u r n ,  t h e  i n p u t s  f o r  d e c i s i o n  

making p r o c e s s *  and th u s  t h e  o u t p u t s  o f  d e c i s i o n - m a k i n g  p r o c e s s  

a r e  d e c i s i o n s *  F i n a n c i a l  d a t a  p r e s e n t e d  i n  t h e  form o f  f o r m a l

f i n a n c i a l  s t a t e m e n t s  a r e  th e  o u t p u t s  o f  an e n t e r p r i s e ' s  a c c o u n -
\

t i n g  system  —  t h e s e  d a t a  r e p r e s e n t  t h e  m e a s u r a b l e  i n d i c i a  o f  

^  AM£Y, LIOYD R. and EGGIHTON, DON A , ,  c i t - .  p , 6 .

TU3K, IVAN,

35 TIGGES, K ,E * ,  e i  t * « p p . 2 6 -3 2 *
36
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p e r f o r f f l a n c e s a l r t a d y  a c h i t v e d  and o f  f i n a n c i a l  c o n d i t i o n s
37p r e s e n t l y  p r e v a i l i n g .  On t h e  o t h e r  hand ,  a c c o u n t i n g  s y s t e n  

r e f e r s  t o  t h e  m ethod s  by w h ich  f i n a n c i a l  d a t a  a b o u t  a f i r m  o r  

i t s  a c t i v i t y  a r e  c o l l e c t e d *  p r o c e s s e d ,  s t o r « d  a n d / o r  d i s t r i b u t e d  

t o  members o f  th e  f i r m  o r  aanage°>ent o r  o t h e r  i n t e r e s t e d  

p a r t i e s * ^  Then a c c o u n t i n g  i n f o r m a t i o n  d e n o t e s  p i e c e s  o f  i n f o r *  

m a t io n  w h ich  a r e  p r o d u c e d  and com m u nicated  t h r o u g h  t h e  a c c o u n 

t i n g  system  o f  an o r g a n i z a t i o n  f o r  t h e  m a n a g e r i a l  u s e  i n  o p e r a -
39t i n g  c o n t r o l S f  d e c i s i o n - m a k i n g  and p e r f o r m a n c e  e v a l u a t i o n .  

A l t e r n a t i v e l y ,  i f  a n a l y s i s  i s  made,  th e  e s s e n c e  o f  t h e s e  d e f i n i 

t i o n s  and c o n c e p t s  i s  t h a t  t h e  same w r i t e r s  hav e  u s e d  a c c o u n t i n g  

and f i n ^ c i a l  d a t a  and i n f o r m a t i o n  i n t e r c h a n g e a b l y .  A c c o u n t i n g  

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

c o n v e n t i o n a l  f i n a n c i a l  s t a t e m e n t s  o f  an e n t e r p r i s e  b u t  a l s o  

o t h e r  i n f o r m a t i o n  g a t h e r e d  t c g e t h e r  by the  a c c o u n t i n g  and o t h e r  

r e l a t e d  d e p a r t m e n t s .  Such i n f o r m a t i o n  w ou ld  i n c l u d e  f o r  an 

e n t e r p r i s e  f o r  e x a m p le ,  t h e  q u a n t i t y  o f  m a t e r i a i s  w h ich  a r e  used  

i n  p r o d u c t i o n ,  t h e  p e r c e n t a g e  w h ich  t h e  f i n i s h e d  p r o d u c t  b e a r s  

t o  t h e  r e a s o n a b l e  m a t e r i a l  c a p a c i t y  o f  a m a n u f a c t u r i n g  p l a n t  to  

p r o d u c e  t h i s  p r o d u c t  and the  r e a l  e f f e c t i v e n e s s  i n  w h i c h  m a t e r i a l s  

a r e  u t i l i z e d  i n  p r o d u c t i o n . ^ ^

BERKSTEiN, LEOPOLD A . ,  /»tnaiy
A p p l i c a t i o n  and I n t e r p r e t a t i o n . R i c h a r d  D. X r w in ,  I n c . *  Home
w ood ,  I l l i n o i s ,  I 9 ? a  and BERNSTEIN, L . A . ,  The A n a l y s i s  o f  
F i n a n c i a l  S t a t e m e n t s .  Dow J o n e s - I r w i n ,  Homewood, I l l i n o i s ,  
19T8,  p . 4 .

^  BRUNS, WILLIAM J .  ( J R . ) ,  c i t . .  p . 4 7 1 .
^  RAHMaN, MAWDUDUa,, . " - ^ . ^ p l r i c a l  I n v e s t i g a t i o n  i n t o  Management 

Use o f  Accounting^'^anir 'xhe I n f l u e n c e  o f  S e l e c t e d  J o b  R e l a t e d  
T r a i t s  and O rgan i  z e t i o n a l  C o r r e l a t e s " ,  c i  t . .  p . 7 «

^  BURN, T . J .  ( E d . ) ,  a a *  c i t . .  p . 2 3 5 .
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From t h «  a b o v e  d « f i n t t i o n s »  i t  may b «  c o n c l u d e d  t h a t  any d a t a  

o r  I n f o r m a t i o n  g e n e r a t e d  t h r o u g h  an e n t e r p r i s e  a c c o u n t i n g  sys tem  

i s  termed  h e r e  a s  a c c o u n t i n g  i n f o r m a t i o n *  A c c o r d i n g l y ,  a c c o u n t i n g  

i n f o r r a a t i o n  In  t h i s  r e s e a r c h  d w ) o t e s  a l l  d a t a  and i n f o r m a t i o n  

p r e s e n t e d  i n  B a l a n c e  S h e e t ,  Incom e S ta te m e n t  o r  P r o f i t  and Loss  

A c c o u n t ,  and Fund Flow  S ta tem ent  and any o t h e r  c o m p l e t e  o r  p a r t i a l  

f i n a n c i a l  r e p o r t s  o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  i n  

B a n g la d e s h  w h ich  a r e  p r e p a r e d  f o r  management u s e  i n  i t s  d e c i s i o n s  

and c o n t r o l  f u n c t i o n s *  But s i n c e  t h e  b r o a d  s u b j e c t  o f  f i n a n c e  

i m p l i e s  a p l e t h o r a  o f  r e a d i l y  a v a i l a b l e  f i n a n c i a l  d a t a  from an 

o r g a n i z a t i o n a l  a c c o u n t i n g  systeta as  w e l l  a s  from f l n a n c i a l  m a r k e t s *  

G overnment  s t a t i s t i c s ,  i n f o r m a t i o n  g ^ e r a t e d  by e c o n o m i s t s ,  f i n a n 

c i a l  i n t e r m e d i a r i e s  and s o u r c e s  o t h e r  than a c c o u n t a n t s ,  t h e s e  a r e  

a l s o  c o n s i d e r e d  f o r  the p u r p o s e  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

u n d e r  s t u d y ,  p a r t i c u l a r l y ,  f o r  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and 

c o n t r o l *  T h is  i s  d one  p r i m a r i l y  t o  e l i c i t  t h e  i m p a c t  o f  u s e  o f  

c e r t a i n  a c c o u n t i n g  i n f o r m a t i o n  c o n t a i n e d  i n  f i n a n c i a l  s t a t e m e n t s  

o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  t o g e t h e r  w i t h  c e r t a i n  non 

a c c o u n t i n g  i n f o r m a t i o n  em anat ing  from f i n a n c i a l  m a r k e t s t  e c o n o m ic  

d a t a .  G overnment  s t a t i s t i c s  and o t h e r s  I n  f i n a n c i a l  d e c i s i o n s  ^ d  

c o n t r o l *

In  t h e  l i g h t  o f  th e  d i s c u s s i o n  made a b o v e ,  i t  can be  s a i d  

t h a t  i n  a l l  c o m m e r c i a l  and i n d u s t r i a l  o r g a n i z a t i o n s *  a c c o u n t i n g  

i n f o r m a t i o n  p r e s e n t e d  i n  th e  form o f  f i n a n c i a l  s t a t e m e n t s  and 

r e p o r t s ,  and o t h e r  e c o n o m i c  d a t a  and G overnm ent  s t a t i s t i c s  a s
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s u p p l i e d  by f i n a n c i a l  maricets  n eed  t o  b «  a n a l y s e d  and I n t e r p r e t  

t a t e d  p r o p e r l y  by otdnagement* Then,  In  the c o n t e x t  o f  e x i s t i n g  

• c o n o o i c  c o n d i t i o n s ^  o a r k e t  t r e n d s *  l a o s t  c o m p e t i t i o n ,  a b i l i t y  

and e f f l c l m c y  a f  m anagenent ,  e t c . ,  t h e  same f i n a n c i a l  s t a t e n e n t s f  

e c o n o m ic  d ata*  Governm ent  s t a t l  s t l  c s ,  « t c .  may b e  u s e d  by manage

ment a s  b a s e s  and i n p u t s  f o r  making I n t e l l i g e n t  b u s i n e s s  d e c i s i o n s .  

In th e  same wayt u s e r s  o t h e r  than m a n a g M e n t  l i k e  s t o c k h o l d e r s *  

l e g i s l e t o r s f  l a w y e r s t  b o n d h o l d e r s »  and even  g e n e r a l  p u b l i c  need  

t o  have  an u n d e r s t a n d i n g  o f  t h e  a v a i l a b l e  a c c o u n t i n g  and n on 

a c c o u n t i n g  i n f o r m a t i o n  and d a t a  a s  b a s e s  f o r  d e c i s i o n s  i n  t h e i r  

r e s p e c t i v e  f i e l d s *  s o ^ l o n g  t h e s e  I n f o r m a t i o n  p o r t r a y  t h e  a c t u a l
" . I — I!

f i n a n c i a l - p o s i t i o n  and o p e r a t i n g  r e s u l t s  o f  t h e i r  b u s i n e s s e s . : :

Thus* a c c o u n t i n g  I n f o r m a t i o n ,  l i k e  o t h e r  t y p e s  o f  b u s i n e s s  i n f e r -  

n a t i o n ,  e c o n o m ic  d a t a  and Governm ent  s t a t i s t i c s *  I s  s u r r o g a t e s  

w h ich  management and o t h e r  u s e r s  as  s t a t e d  a b o v e ,  may a p p l y  then 

t o  c a r r y  o u t  the d e c i s i o n  p r o c e s s * ^ ^  The m a n a g e r i a l  u « e  o f  such  

t y p e s  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  i s  t h e  b a s i c  p r e m i s e  u n d e r l y i n g  t h i s  s t u d y .

jA lN *  TAlBHOlfiN N . ,  " A l t e r n a t i v e  U e t h o d s  o f  A c c o u n t i n g  and 
Deci  s l o n - H a k i n g  t A P s y c h o - L i n g u l  s t l c a l  A n a l y s i s *  " The 
«kecountina Reviem.  J a n u a r y ,  1973* p . 9 6 .
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1*2 S ta t «m e n t  o f  t h e  P r o b l  —

f i l t h  t h *  b a c k g r o u n d  d e v e l o p e d  I n  t h e  p r e v i o u s  s e c t i o n  a s  a 

f r a n e  o f  r e f e r e n c e ,  t h e  p r e s e n t  r e s e a r c h  p r o b l e n  had been  d e v e *  

l o p e d  from the  p e r s p e c t i v e  o f  nanageraent  u s e  o f  a c c o u n t i n g  I n f o r *  

n a t i o n  i n  m a j o r  f i n a n c i a l  d e c l s l o n s a n d  c o n t r o l  a r e a s  i n  t h e  

n a t i o n a l i s e d  m a n u f a c t u r i n g  i n d u s t r i e s  i n  B a n g la d e s h *  B a n g la d e s h  

was a p r im a r y  p r o d u c i n g  r e g i o n  w i t h  l i t t l e  modern m a n u f a c t u r i n g  

i n d u s t r y  i n  1 9 4 7 .  In 1949*50»  the c o n t r i b u t i o n  o f  th e  m a n u fa c 

t u r i n g  s e c t o r  t o  t h e  G r o s s  D o m e s t i c  P r o d u c t  (GDP) was o n l y  a b o u t  

3 p e r c e n t ,  t h e  l a r g e - s c a l e  e n t e r p r i s e s  c o n t r i b u t i n g  J u s t  o v e r  

h a l f  a p e r c e n t *  From b e i n g  n e g l i g i b l e  i n  1947 when r e a l  G r o s s  

N a t i o n a l  P r o d u c t  (GNP) p e r  c a p i t a  d i d  n o t  i n c r e a s e ,  t h e  I n d u s 

t r i e !  b a s e  o f  B a n g la d e s h  r e a c h e d  a s u b s t a n t i a l  l e v e l  i n  I960*  

B a n g la d e s h  l a t e r  on had a go o d  number o f  I n d u s t r i e s  th e  s e c t o r a l  

c o n t r i b u t i o n  o f  w hich  t o  t h e  e c o n o m ic  d e v e l o p m e n t  o f  t h e  c o u n t r y

In  te rm s  o f  GDP was a b o u t  9 p e r c e n t  i n  1969*70 as  com pared  to  3 

p e r c e n t  i n  1 9 4 9 -5 0 ^ ^  and a g a i n s t  t h i s *  t h e  p r e s e n t  c o n t r i b u t i o n  

o f  n a t i o n a l i s e d  m a n u f a c t u r i n g  i n d u s t r i e s  s e c t o r  t o  GDP o f  t h e

42 LEt<lS, STEPHEH R . ,  P a k i s t a n  -  I n d u s t r i a l i  » a ^ & n  and Trade
,  Ic) <P o l i c i e s .  O x f o r d  U n i v e r s i t y  P r e s s ,  London ,  O r g a n i z a t i o n  

f o r  Economic  C o o p e r a t i o n  and D e v e l o p m e n t ,  197 0 ,  p * l 6 0 *

ALAMGIR, MOHIUDDIN and BERLAGE, LODElftlJK J . J . B . ,  B a n g l a d e s h i  
N a t i o n a l  Incom e and E x p e n d i t u r e  1949/50* 1969/701 R e s e a r c h  
grenogf Apn K6 .  l ,  B a n j l i a i s W n t s t i t y t *  o f  D e v e l o p ment S t u d i e s ,  
D a c c a ,  1974, P*167 and PLANNING DEPARTMENT, GOVERNMENT OF EAST 
PAKISTAN, Ifc^Qftottlc Survey o f  Eaat  P a k i s t a n .  1969-70, D a c c a ,  
1970, p . 58.
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c o u n t r y  was s i g n i f i c a n t *  n e a r l y  6  p e r c e n t ^ ^  i * a »  a b o u t  66  p e r  c e n t  

o f  t h e  t o t a l  c o n t r i b u t i o n  made by i n d u s t r i e s  b e f o r e  l i b e r a t i o n .  In 

r e s p e c t  o f  s h a r e  o f  p u b l i c  o w n e r s h i p  i n  t o t a l  i n d u s t r i a l  a s s e t s  o f  

t h e  c o u n t r y ,  i t  was a t  p r e s e n t  8 6  p e r c e n t  a g a i n s t  36 p e r c e n t  i n  

1 9 6 9 -7 0 * ^ ^  There  was a sudden s p u r t i n  t h e  g r o w t h  r a t e  o f  GNP i n  

1972*73«  TYte s l i d e  i n  t h e  economy began i n  1 9 7 4 - 7 5  and i n  1 9 7 6 -7 7  

i t s  g r o w th  r a t e  had f a l l e n  t o  a m i s e r a b l e  1 *2  p e r  c e n t , ^ ^  B u t  t h e  

i n d u s t r i e s  p r o d u c e d  e s s e n t i a l  c o n s u m e r  g o o d s  and k e y  i n p u t s  f o r  

a g r i c u l t u r e  and a c c o u n t e d  f o r  a b o u t  70  p e r c e n t  o f  t h e  t o t a l  f o r e i g n  

e x c h a n g e  e a r n i n g s  o f  t h e  c o u n t r y * ^ ^

II — II
The G overnment  o f  B a n g l a d e s h  n a t i o n a l i s e d  a l l  b i g  and medium

48s i z e d  i n d u s t r i a l  e n t e r p r i s e s  i n  March 197 2 .  The main o b j e c t i v e s  

o f  the  i n d u s t r i a l  d e v e l o p m e n t  programme as  s e t  o u t  i n  t h e  F i r s t  and 

Second F i v e  Y e a r  P l a n s  were s t a t e d  t o  b e t ^ ^  ( i ) p u r s u i t  o f  optimum 

e f f i c i e n c y  o f  p e r f o r m a n c e s i  ( l i )  g e n e r a t i o n  o f  s u r p l u s t

17

RAHXU, A*U*A«, ^ B e t t e r  Management o f  N a t i o n a l i s e d  I n d u s t r i e s t  
S «a r c h  f o r  P e r f o r m a n c e  M a n a g e m e n f*  B a n q j i ^ g g h  flfffeitjBai
and I s s u e s .  (E d .  by A.M.A .  R ahim ) ,  U n i v e r s i t y  P r e s s  L t d . ,  D a c c a ,  
B a n g l a d e s h ,  1 97 7 ,  p .  2 6 1 .

SOBHAN, REHMaN,  » N a t i o n a l i s a t i o n  o f  I n d u s t r i e s  i n  B a n g l a d e s h i  
B ackground  and P r o b l e m s ” ,  The Econom ic  D e v e lo p m e n t  o f  B a n g la d e s h  
Viithlfl  A S o c i a l i s t  Framework,  ( E d .  bv R o b in so n  «nd G r i f f i n ) ,  

l^ndon^ 1974^ pp*  181*185«

BHATlA, B . M . ,  P a k i s t a n ' s  Econom ic  D e v e l o p m e n t ,  1 9 4 8 - 7 8 ,  V i k a s  
P u b l i s h i n g  House P v t .  L t d . ,  New D e l h i ,  1 9 7 9 ,  p .  2 4 8 .

MINISTRY OF FINANCE AND PLANNING, FINANCE DIVISION, B a n g l a d e s h  
EcQnoini^ Survey ( 1 9 8 1 - 8 2 )  Dhaka, p .  2 9 .

^  g a n q l a d e s h  I n d u s t r i a l  E n t e r p r i s e s  ( N a U o B j i l l z a U o n )  O r d e r  1972 
( P r e s i d e n t ' s  O rd e r  No .  27 o f  1 9 7 2 ) ,  The B a n g l a d e s h  G a z e t t e e ,  
March 2 6 ,  1972 and MINISTRY OF INDUSTRIES, GOVERNMENT OF THE 
PEOPLE’ S REPUBLIC OF BANGLADESH, I n d u s t r i a l  I n v e s t m e n t  P o l i c y  
f o j  19? ;Z^73.  J a n u a r y ,  197 2 .

^  PLANNING COMMISSION, GOVERNMENT OF THE PEOPLE'S REPUBLIC OF 
BANGLADESH, The F i r s t  F i v e  Y e a r  P lan  ( 1 9 7 3 - 7 8 ) .  D a c c a ,  1973 ,
p p .  2 0 8 -2 0 9  & The Second F i v e J T e a r  P la n  ( 1 9 8 0 - 8 5 ) .  D r a f t .
D a c c a ,  198 0 ,  p p .  X I I I  and p p .  7 - 9 .
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( i l l )  c r « a t i o n  o f  efaployment and In c o m e )  ( i v )  u s h e r i n g  i n  a a e l f -  

r e l i a n t  economy th r o u g h  u t i l i z a t i o n  o f  t h e  n a t i o n ' s  o « n  r e s o u r 

c e s }  ( v )  running  t h e  b u s i n e s s  o f  t h e  e n t e r p r i s e s  u n d e r  n a t i o n a *  

U s e d  I n d u s t r i e s  on cocQfliercial p r i n c i p l e s  and ( v i } e a r n i n g  a n d / o r  

s a v i n g  o f  f o r e i g n  e x c h a n g e  th r o u g h  e x p o r t s  o f  p r o d u c t s  a n d / o r  by 

s u b s t i t u t i n g  i m p o r t s  o f  t h e  p r o d u c t s *  The r e l a t i v e  i m p o r t a n c e  

o f  e c o n o m i c  p o l i c y  i n  t h e  p u b l i c  s e c t o r  i n d u s t r i e s  c o u l d  be  

t h o u g h t  o f  i n  t e r n s  o f  i t s  e f f e c t s  on t h e  o v e r a l l  r a t e  o f  g r o w th  

o f  Q a n u f a c t u r i n g  i n d u s t r y * ^  Management a t  c o r p o r a t i o n  and e n t e r *  

p r i s e  l e v e l s  was s o l e l y  r e s p o n s i b l e  t ^  s e e  t h a t  t h e  o b j e c t i v e s ^  

w ere  e f f e c t i v e l y  r e a l i z e d .  But i t  i s ’ adnait ted t h a t  t h e  o b j e c 

t i v e s  o f  t h e  p u b l i c  s e c t o r  i n d u s t r i e s  had n o t  been a c h i e v e d  u p t o  

t h e  d e s i r e d  l e v e l .  I t  may be  m e n t i o n e d  t h a t  w h i l e  t h e  F i r s t  F i v e  

Y e a r  Plan ( 1 9 7 3 - 7 8 )  a i n e d  a t  an annua l  g row th  r a t e  o f  GDP a t  5*5  

p e r c e n t *  c r e a t i o n  o f  e m p l o y a e n t  o p p o r t u n i t i e s  f o r  41 la k h  n a n -  

y e a r s  and a r e d u c t i o n  o f  d e p e n d e n c e  on f o r e i g n  a s s i s t a n c e  t o  27 

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

p l a n  p e r i o d  w e r e i  GDP i n c r e a s e d  a t  an a v e r a g e  annual  g r o w th  r a t e  

o f  4*0  p e r c e n t *  an a d d i t i o n a l  em p loym ent  o f  30 la k h  m a n - y e a r s  

« f«s  c r e a t e d  and o n l y  59 p e r c e n t  o f  i n v e s t m e n t  i n  r e a l  t e r m s  was 

r e a l i s e d  and d u r i n g  t h e  Two Y e a r  P lan  ( 1 9 7 8 - 8 0 }  p e r i o d  a l s o ,  t h e  

GDP i n c r e a s e d  by 4*0 p e r c e n t  o n l y , ^ ^  In t h e  i n d u s t r i a l  s e c t o r .

^  L B . I S ,  STEPHEN fi9onflq4c p q . . ■ l . n t f u 8 ^  a> Growth
i n  P a k i s t a n . G e o r g e  A l l e n  and Unwin L t d * ,  L on don ,  1 96 9 ,  p * 1 5 6  
and QUFtESHI, aNHAR IqBAL, P a k i s t a n  M arch es  on Soad to  Pro  spe 
l l  F e r o z s o n s  L t d . ,  R a w a l p i n d i ,  1 9 6 5 ,  p . 3 .

PLANNING COUMXSSlON, GOVERNMENT OF TH£ PEOPLE'S REPUBLIC OF 
Ba ng la desh ,  Ihe^ Secoad  F i v e  Y e a r  P lan  ( 1 9 8 Q - 8 5 ) .  D r a f t .  D a c c a ,  
1 98 0 ,  P . 1 - 2 & 3 .
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a l t h o u g h  i n s t a l l e d  c a p a c i t y  had i n c r e a s a d  i n  s e v e r a l  i n d u s t r i e s  

s i n c e  1972» y e t  th e  o v e r a l l  i n d u s t r i a l  p r o d u c t i o n  was s t i l l  

b e l o w  t h e  l e v e l  o f  1969*70*  T h i s  s e c t o r  was f a c e d  w i t h  a p l e 

t h o r a  o f  p r o b le r a s t  such a «  s h o r t a g e  o f  e n t r e p r e n e u r i a l  and n a n a -  

g e r l a i  e x p e r t i s e *  c a p i t a l  g o o d s *  m a t e r i a l s  and s p a r e  p a r t s »  

a d v e r s e  l i q u i d i t y  p o s i t i o n *  s h o r t a g e  o f  c r e d i t *  l a b o u r  u n r e s t^

e t e «  Under u t i l i z a t i o n  o f  t h e  e x i s t i n g  c a p a c i t y  o f  t h e  n a t i o n a *
f

U s e d  s e c t o r  w hich  a c c o u n t e d  f o r  8 5  p e r c e n t  o f  t h e  i n d u s t r i a l  

p r o d u c t i o n  f a c i l i t i e s  i n  the  c o u n t r y  was a m a j o r  d i s a p p o i n t i n g  

f e a t u r e *  In j u t e  th e  c a p a c i t y  u t i l i z a t i o n  was o n l y  6 0  p e r c e n t }

i n  c o t t o n  t e x t i l e *  75  t o  80  p e r c e n t )  i n  su gar*~6 0  p e r c e n t i  i n
I  ' i'  ̂ ’ il i' fs t e e l *  30 p e r c e n t ;  i n  n e w s p r i n t * '  66  p e r c e n t }  i n  cement*  34 p e r

c e n t f  i n  TSP* 21 p e r c e n t !  i n  l e a t h e r ,  17 p e r c e n t  and i n  c i g a r e -
52 ^t t e s *  24 p e r c e n t *  The e s t i m a t e d  l o s s  o f^ ^ p r o d u c t io n  i n  1 9 7 4 -75*

due t o  such u n d e r - u t i l i z a t i o n  o f  c a p a c i t y  i n  j u t e ,  c o t t o n ,  t e x *  

t i l e ,  sugar*  s t e e l *  p a p e r  and b o a r d *  f e r t i l i z e r  and c h e m i c a l  

i n d u s t r i e s  was a c o l o s s a l  sum o f  Tk, 550 c r o r e *  The u n d e r  

u t i l i z a t i o n  o f  c a p a c i t y  n o t  o n l y  a f f e c t e d  p r o d u c t i o n  bu t  a l s o  

c u r t a i l e d  t h e  s c o p e  f o r  a d d i t i o n a l  employment* Of a l l  t h e  h a n d i 

c a p s  w h ich  a f f e c t e d  t h e  e a r n i n g s  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s *  

t h e  management i n e f f i c i e n c y  a p p e a r e d  to  haVe been m o s t  h u r t i n g *

D e s p i t e  t h e  f a c t  t h a t  t h e  n a t i o n a l i s e d  i n d u s t r i e s  w i th  t h e i r  

s p e c i f i c  g o a l s *  o c c u p y  p r e d o m i n a n t  p o s i t i o n  i n  t h e  n a t i o n a l  

economy* i t  i s  a l l e g e d  t h a t  t h e y  w ere  b e s e t  w i t h  v a r i o u s  t y p e s

cft .fafltfptgy/.a gfignaaif ,
f o r  t h e  f i r s t  t im e  p r e p a r e d  by t h e  Economic  Task F o r c e  
a p p o i n t e d  by t h e  P r e s i d e n t  o f  t h e  P e o p l e ' s  R e p u b l i c  o f  
B a n g la d e s h  on August  25* 1975* ( R e f *  The B a n g la d e s h  O b s e r v e r *  
Dacca* d t * *  S e p t .  13* 1 9 7 5 ) .
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o f  p r o b l e m s  w h ich  s t o o d  i n  th e  w>ay o f  a c h i e v e m e n t  o f  t h e i r  g o a l s *  

The k in d  o f  t h e s e  p r o b l e m s  was r e l a t e d  v d t h  th e  c e n t r a l  i s s u e  o f  

managing i . e * *  t h e  d e c i s i o n - m a k i n g  and c o n t r o l l i n g  the  a f f a i r s

o f  t h e  p u b l i c  e n t e r p r i s e s t  th u s  t h e  e f f i c i e n t ' ) ^ ^  r e s o u r c e s  i n
33t h i s  s e c t o r  was a f l a t t e r  o f  g r e a t  c o n c e r n *  P o o r  p e r f o r m a n c e  

o f  n a t i o n a l i s e d  i n d u s t r i e s  i n  term s  o f  r e d u c e d  p r o d u c t i v i t y t  

p o o r  p r o f i t a b i l i t y ,  i n c r e a s e d  w a s t a g e  and h ig h  c o s t  o f  p r o d u c 

t i o n  w o r r i e d  v e r y  much t h e  e c o n o m i s t s t  th e  management a d m i n i s t r a -  

t o t s *  t h e  e x e c u t i v e s  and th e  G overnment*  The r e a s o n s  f o r  n o n -  

r e a l i z a t i o n  o f  m a jo r  o b j e c t i v e s  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s

a p p e a r e d  t o  be  many w h ich  had been r e f l e c t e d  from t i n e  t o  t im e
|l

i n  t h e  w r i t i n g s ^ o f  th e  e c o n o m i s t s *  p l a n n e r s )  f i n a n c i a l  a n a l y s t s t  

nanagetnent  e x p e r t s  and r e s e a r c h e r s  o f  t h e  c o u n t r y .  V a r i o u s  

e c o n o r a i c ,  s o c i a l  and p o l i t i c a l  f a c t o r s  had been i d e n t i f i e d  by 

t h e e  a s  c o n t r i b u t i n g  e l e m e n t s  f o r  n o n - f u l f i l m e n t  o f  t h e  s e t  

o b j e c t i v e s  and u n s a t i s f a c t o r y  f i n a n c i a l  p e r f o r m a n c e ^ o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s *  Among t h e n ,  i n a d e q u a t e  u s e  by manage

ment o f  a c c o u n t i n g  i n f o r m a t i o n  and o t h e r  r e l a t e d  n o n - a c c o u n t i n g

aHHED, «UZAFF£a, -A  C ase  f o r  M a n a g e r i a l  S e r v i c e  i n  P „ b l i c  
S e c t o r  i n  Bangladesh**,  The J o u r n a l  o f  Management B u s i n e s s  
and E c o n o m ic s ,  V o l .  9 ,  N o .  3 ,  I n s t i t u t e  o f  B u s i n e s s  A d m in is 
t r a t i o n ,  U n i v e r s i t y  o f  Dhaka, J u l y  198 3 ,  p * 2 6 7 .

iiOaLD BaUK, Jfeotld_J3jevelopc>ent i ^ e o o r t .  Dacca> A u g u s t  1979 ,  
p .  64| p l a n n i n g  c o m m i s s i o n ,  g o v e r n m e n t  o f  t h e  PEOPLE'S 
.REPUBLIC OF BANGLADESH, The Two Y e a r  P l a a _ (  1 9 7 8 - 8 0 ) .  p . 151 
and p . l& 3 |  AHMED, QAZl KHOLIqUZZAMaN, **The M a n u f a c t u r i n g  
S e c t o r  o f  B a n g la d e s h  i An O v e r v i e w " ,  The B a n g la d e s h  D e v e l o o y  
w e n t  S t u d i e s .  V o l .  6 ,  N o .  4 ,  Autumn, 1 9 7 8 ,  p . 4 0 1 }  HABIBULLAH
ti., intiyt^rtal.JiattfBcY antf in Bapgi#̂ fah*
Bureau o f  Econom ic  R e s e a r c h ,  U n i v e r s i t y  o f  D a c c a ,  1 9 7 4 ,  
p p « I - 2  and p . l 0 3 |  HABIBULLAH M . ,  ' 'P r o b le m s  o f  N a t i o n a l i s e d  
I n d u s t r i e s " ,  The g u « i n e « s  R ev iew .  V o l .  3 ,  N o .  2 ,  A p r i l - J u n e ,  
1 9 7 7 ,  p . 20*
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and e c o n o m i c  d a t a  i n  f i n a n c i a l  d e c i s i o n s  had been  m e n t io n e d  as  

on e  o f  t h e  I m p o r t a n t  v a r i a b l e s  f o r  such s i t u a t i o n ,

Vihile  e v a l u a t l n 9 the  p e r f o r m a n c e  o f  n a t i o n a l i s e d  i n d u s t r i e s
55I t  n a s  f e l t  by an e c o n o m i s t  t h a t  a t  t h e  p u b l i c  s e c t o r  i n d u s 

t r i e s  l e v e l *  a d e q u a t e  a c c o u n t i n g  i n f o r m a t i o n  was n o t  m a in t a in e d ^  

p r o p e r  c o s t i n g  was n o t  a p p l i e d  and t h e r e  e x i s t e d  v e r y  l i t t l e  c o s t  

c o n s c i o u s n e s s  among t h e  e x e c u t i v e s  o f  the  n a t i o n a l i s e d  i n d u s t r i e s *  

The P l a n n i n g  Commission  a l s o  remarked  t h a t  t h e  v i a b i l i t y  o f  p u b l i c  

s e c t o r  i n d u s t r i e s  had s u f f e r e d  b a d l y  due t o  I n a d e q u a c i e s  i n  o r g a 

n i z a t i o n  s t r u c t u r e ,  p o l i c i e s  and program m es f o r  p e r s o n n e l  d e v e l o p 

ment* f i n a n c i a l  a c c o u n t i n g  p r a c t i c e s ' i n c l u d i n g  p r o c u r e m e n t *  

p u r c h a s e  and s a l e s *  t e c h n i c a l  management* c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s *  v a r i o u s  a d m l n i s t r a t l v e  p a r a m e t e r s  such as  p r o p e r  

d e l i n e a t i o n  o f  d u t i e s  and r e s p o n s i b i l i t i e s *  w o r k in g  c a p i t a l  

d e c i s i o n s *  p r o f i t  d e c i s i o n s *  span o f  c o n t r o l  a t  d i f f e r e n t  l e v e l s *  

s u p e r v i s i o n  and c o m m u n ic a t io n  o f  d a t a  p r a c t i c e s *  d e l e g a t i o n  o f  

a u t h o r i t y  com mensurate  w i th  r e s p o n s i b i l i t y  a t  d i f f e r e n t  l e v e l s ^  

e t c *  A n o th e r  s tu d y  on t h e  management and p e r f o r m a n c e  o f  

i n d u s t r i e s  i d e n t i f i e d  some p r o b l e m s  i n  r e g a r d  t o  f i n a n c i a l  

n a t t e r s  such  a s  I n h e r i t e d  l i a b i l i t i e s  o f  abandoned  and t a k e n .

AKttED* QAZI KHCLlgUZZAUAN, -T h e  Management o f  N a t i o n a l i s e d  
I n d u s t r i e s  S e c t o r  In  B a n g la d e s h  t Some Comments on th e  F i r s t  

F i v e  Y e a r  P la n  P r o p o s a l s * *  P o l i t i c a l  E co n o a ««  V o l .  1* N o . l *  
1974* p . 257,

^  PLANNING COMMISSION, GOVE(fl>IMcNT OF THE PEOPLE’ S aEPUBLIG OF 
BAHGLADESH, I b f  ^gggn^ Ft y f  Y f fn ,  ( B i a t t t .
p .  X I I I  and p p .  24-25.
SOBHAN, REKMAN and AHMED, MUZAFFAR* P u b l i c  E n t e r p r i s e  i n  an 
I n t e r m e d i a t e  Regime * A Study i n  t h e  P b l i t l i ' a l  ETdR'dWy"6 f  
t^angladesn ,  iKe ^ a n g i a o e s n  i f i s u t u i e  o f  U ev^ iopm en i  ! » t u d i e s ,  
i^acca* i^80* p p .  489-508.
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ovttt  i n d u s t r i a l  u n i t s *  l i q u i d i t y  g a p ,  c a p i t a l  s t r u c t u r e t  d e t e r m i 

n a t i o n  o f  r a t e  o f  r e t u r n  on fu n d s  p r o v i d e d  by t h «  Government and 

t h e  s p e c i a l i s e d  f i n a n c i a l  i n s t i t u t i o n s *  A n oth er  e c o n o m i s t  p o i n 

t e d  o u t  some d e f i c i e n c i e s  i n  th e  o r g a n i z a t i o n  o f  f i n a n c e  f u n c -

t i o n s f  c a p i t a l  i n v e s t m e n t  d e c i s i o n s ^  c a s h  and m a t e r i a l  management
58and i n v e n t o r y  c o n t r o l  system o f  i n d u s t r i e s  i n  B a n g l a d e s h .  In  a 

59r e c e n t  s t u d y ,  i t  « a s  o b s e r v e d  t h a t  o f  t h e  many f a c t o r s  c o n t r i 

b u t i n g  t o  t h e  p o o r  p e r f o r m a n c e  o f  p u b l i c  s e c t o r  i n d u s t r i e s *  

managemM^t i n e f f i c i e n c y  a p p e a r e d  t o  b e  t h e  m a j o r  o n e  and o u t  o f  

t h e  v a r i o u s  a s p e c t s  o f  management* f i n a n c i a l  p l a n n i n g  and c o n t r o l

seemed t o  be  t h e  w e a k e s t  i n  c a s e  o f  p u b l i c  s e c t o r  i n d u s t r i e s *  In
6 0 ' ' A ' I'

a p a p e r  p r e s e n t e d  a t  t h e  f i r s t  N a t i o n a l  Seminar  on  I n d u s t r i a l

F in a n c e  i n  B a n g la d e s h ,  P r o f e s s o r  K* Rahman a l s o  p o i n t e d  o u t  some 

p r o b l e m s  o f  n a t i o n a l i s e d  i n d u s t r i e s , v i  z** r e l i a b i l i t y  o f  d a t a *  

i n a d e c ^ a t e  c o m m e r c ia l  f reedom  a t  e n t e r p r i s e  l e v e l *  a b s e n c e  o f  

p r o p e r  p e r f o r m a n c e  a p p r a i s a l *  a b s e n c e  o f  b u s i n e s s  t y p e  b u d g e t*  

p r o b l e m s  o f  c o s t  c o n t r o l *  i n a p p r o p r i a t e  p r i c i n g  p o l i c y *  i n a d e 

q u a te  i n t e r n a l  s o u r c e s  o f  f i n a n c e *  i n a d e q u a t e  f e e d b a c k  o f  i n f o r 

m a t io n *  o v e r  c a p i t a l i z a t i o n *  p o o r  I n v e n t o r y  management and 

f o r e i g n  e x c h a n g e  l i m i t a t i o n s  w hich  a f f e c t e d  t h e r e b y  th e  f i n a n c i a l

ISLAM, NURUL* In
t ^ o l l t i c a l  Economy* U n i v e r s i t y  P r e s s  L t d . *  Dacca*  B a n g la d e s h *  
1979* p p . 115* 165 -6 6  & 2 2 9 .

^  HaqUE, MD. J a HIHUL, " F i n a n c i a l  P l a n n i n g  and C o n t r o l  i n  P u b l i c  
S e c t o r  I n d u s t r i e s  i n  B a n g l a d e s h " ,  U n p u b l i s h e d  P h .D .  T h e s i s . 
U n i v e r s i t y  o f  Dacca*  1981* p p .  1 5 - 1 6 .

^  RAHMAN, A.H.M. HABIBUR, " E s s e n t i a l  T o o l s  o f  F i n a n c i a l  Manage
ment and T h e i r  A p p l i c a b i l i t y  i n  N a t i o n a l i s e d  I n d u s t r i e s  in  
B a n g la d e s h - *  I n d u s t r i a l  F in a n c e  i n  Banal . : ide«h .  { E d .  by A.H.M. 
H ab ibur  Rahman)* D e p a r t o e n t  o f  F in a n c e *  U n i v e r s i t y  o f  Dacca* 
1975* p p .6 5 - 7 1 .
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o p e r a t i o n s  and p r o f i t a b i l i t y  o f  t h e  e n t e r p r i s e s *  S t i l l  a n o t h e r  

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

o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  and t h e  shaky b a s i s  f o r  f u t u r e  

d e v e l o p m e n t  o f  t h i s  s e c t o r  w ore  l a r g e l y  a t t r i b u t a b l e  to  t h e  

f a i l u r e  o f  p o l i c y  and d e c i s i o n  i&aking t o  p r o v i d e  an e f f e c t i v e  

f r a o e w o r k  r e f l e c t i n g  t h e  p r o p e r  b a s e s  o f  d e c i s i o n  m ak lng*^^

From the  o b s e r v a t i o n s  made a b o v e  i t  a p p e a r s  t h a t  among v a r i o u s  

f a c t o r s  c o n t r i b u t i n g  t o  the  u n f a v o u r a b l e  f i n a n c i a l  p e r f o r m a n c e s  

and o p e r a t i o n a l  i n e f f i c i e n c i e s  o f  the  i n d u s t r i e s  c o n c e m e d t  

i n e f f e c t i v e  system i n  m^nagereent i n f o r m a t i o n  and i n a deq(u^te u s e  

by management o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  

w ere  n o t e w o r t h y ,  i t  a l s o  a p p e a r s  t h a t  t h e r e  w e re  d e f e c t s  a t  t h e  

p r e p a r a t i o n  l e v e l  w here  a d e q u a t e  and s u b s t a n t i a l  a c c o u n t i n g  i n f o r 

m a t io n  w ere  n o t  p r o p e r l y  m a i n t a i n e d  and t h a t  t h e r e  w e re  a l s o  

l o o p h o l e s  a t  t h e  p o l i c y  l e v e l  w here  a c c o u n t i n g  and c o s t i n g  i n f o r 

m a t io n  were n o t  p r o p e r l y  c o n s i d e r e d  I n  r e s p e c t  o f  t h e  f i n a n c i a l  

d e c i s i o n s  o f  t h e  i n d u s t r i e s *  The p a r t i a l  r e c o g n i t i o n  o f  a c c o u n 

t i n g  i n f o r m a t i o n  as b a s e s  and I n p u t s  f o r  d e c i s i o n - m a k i n g  p r o c e s s  

seemed t o  have  r e s u l t e d  f rom  the  d e f e c t i v e  and u n s t r u c t u r e d  

d e c i s i o n - m a k i n g  p r o c e s s  a t  d i f f e r e n t  l e v e l s  o f  management as  

w e l l  a s  I n e f f i c i e n t  sy s te m  o f  management i n f o r m a t i o n  p r e v a i l i n g  

i n  th e  n a t i o n a l i s e d  i n d u s t r i e s *  t h u s ^ i t  may be c o n c l u d e d  t h a t  

management p o l i c y  f o r  p r o p e r  p r e p a r a t i o n  and a n a l y s i s  o f  f i n a n c i a l  

s t a t e m e n t s  and r e p o r t s  w i t h  a d e q u a t e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

t h e r e o f  i n  f i n a n c i a l  d e c i s i o n s  and t h e i r  f e e d b a c k  a t  a U  s t a g e s

AHMED, " M a n u f a c t u r i n g  S e c t o r  o f  B a n g la d e s h  i An O v e r v i e w " ,
Op* e l t « .  p . 414*
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t o g e t h e r  w i t h  f i x i n g  up t h e  a c c o u n t a b i l i t y  f o r  s h o r t f a l l s  and 

v a r i a n c e s  a t  d i f f e r e n t  l e v e l s  seemed n o t  t o  have  been p r a c t i s e d  

i n  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  r e s u l t i n g  In  h ig h  c o s t  

o f  p r o d u c t i o n  and ham pering  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i a l  

e n t e r p r i s e s *  F u rther*  t h e  r e a l  c h a l l e n g e  t o  the  n a t i o n a l i s e d  

i n d u s t r i e s  u s i n g  a c c o u n t i n g  I n f o r m a t i o n  was how e f f e c t i v e l y  they  

u s e d  t h e  q u a l i t a t i v e  and i n t e r p r e t a t i v e  I n f o m t d t l o n  d e r i v e d  frooi 

t h e  a n a l y s i s  o f  f i n a n c i a l  s t a t e m e n t s  and r e p o r t s  to  make them 

more m e a n i n g f u l  i n  th e  w h o l e  f i n a n c i a l  d e c i s i o n - m a l t i n g  p r o c e s s  

a p p l i e d  i n  c a p i t a l  e x p e n d i t u r e ,  w o rk in g  c a p i t a l  and p r o f i t  a r e a s  

o f  such i n d u s t r i e s .

Dut» d e s p i t e  t h e  f a c t  t h a t  p o l i c y  toakers i  p l a n n e r s *  m anage-  

fsent  e x p e r t s  and a c a d e m i c i a n s  o f  t h e  c o u n t r y  r e c o g n i s e d  the  

p r o b l e m ,  e x a c t  r e a s o n s  f o r  such  d i s m a l  p o s i t i o n  w ere  y e t  to  be  

p r o p e r l y  s e a r c h e d  o u t *  S i n c e  the p r o f i t a b i l i t y  and o p e r a t i o n a l  

e f f i c i e n c y  o f  an e f f e c t i v e  management r e q u i r e ,  among o t h e r s ,  

a d e q u a t e  and a c c u r a t e  a c c o u n t i n g  i n f o r m a t i o n  f o r  p r o p e r  f o r m u l a 

t i o n  o f  d e c i s i o n s  and a d o p t i o n  o f  c o n t r o l  m e a s u r e s  p a r t i c u l a r l y
62i n  f i n a n c i a l  e j e c t s ,  an e x h a u s t i v e  s tu d y  i n t o  th e  e x i s t i n g  

method o f  g e n e r a t i n g  and p r e p a r i n g  a c c o u n t i n g  i n f o r m a t i o n ,  the  

p r a c t i c e  and e x t e n t  o f  u se  o f  such  i n f o r m a t i o n ,  and t h e  manage

ment i n f o r m a t i o n  and f e e d b a c k  system w i t h  a p r o p e r  e v a l u a t i o n  o f  

i t s  a p p r o p r i a t e n e s s  f o r  f i n a n c i a l  d e c i s i o n s  a p p e a r e d  t o  be  an 

u s e f u l  a re a  o f  f r u i t f u l  i n v e s t i g a t i o n *  Of c o u r s e ,  s e v e r a l

OTLEY, D . T . ,  "B u d g e t  Use and U a n a g e r i a l  P e r f o r m a n c e s " ,  The 
J o u r n a l  o f  A c c o u n t i n g  Re s e a r c h . V o l .  16,  N o .  1 ,  S p r i n g ,  1978 ,  
p p .  1 2 2 - 1 4 9 .
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s t u d i e s  and h i g h e r  r e s e a r c h  works^^had be«n  c o n d u c t e d  on t h e

t o p i c  r e l a t e d  to  t h e  m a n a g e r i a l  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n
64d e c i s i o n  making «n d  c o n t r o l .  But <nost o f  t h e  s t u d i e s  d e a l t  

t t i th  the  b e h a v i o u r a l  a s p e c t  o f  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  c o r r e l a t i o n  w i th  o r g a n i z a t i o n a l  s t t u c t u r e *  m a n a g e r i a l  t r a i t s  

and l e a d e r s h i p  s t y l e  as  w e l l  a s  v<ith t h e  u se  o f  a c c o u n t i n g  i n f o r 

m a t io n  i n  a l l  s o r t s  o f  m a n a g e r i a l  d e c i s i o n s  i n  g e n e r a l *  These  

s t u d i e s  d i d  not| however*  make any i n - d e p t h  and c o m p r e h e n s i v e  

e x a m i n a t i o n  o f  th e  same i s s u e  a s  a p p l i e d  t o  m a n a g e m e n t ' s  f i n a n c i a l  

d e c i s i o n  a r e a s  o n l y ,  t a k i n g  t h i s  a s  a p r o b le m  i n  t h e  n a t i o n a l i s e d  

i n d u s t r i e s  i n  B a n g la d e s h  in  p a r t i c u l a r .  '

The p r e s e n t  s tu d y  had been u n d e r t a k e n  i n  an a t t e m p t  t o  f i l l  

i n  th e  r e s e a r c h  gap i n  t h i s  r e g a r d .  t ' i I  s s t u d y  had em p loyed  b o th  

a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  f o r  v a r i o u s  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  a r e a s *  The e x i s t i n g  p r a c t i c e  o f  management 

i n  u s i n g  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and t h e  

im p a c t  o f  p r e s e n c e  o r  o t h e r M i s e  o f  such  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  on t h e  f i n a n c i a l  p e r f o r m a n c e s  as  seen t h r o u g h  p r o f i t a b i l i t y  

o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g la d e s h *  w ere  t h e  main i s s u e s  

o f  th e  p r e s e n t  s t u d y .

BU3N, THOMAS J . (  E d . ) ,  o p .  c i t . j  B-IUNS, LLj ^M.J. (J|l), iltt- ILLLlI 
SAVICH, RICHARD S . ,  "5^7 STTli ?IAH«a!^ M . ,  " « n  f cm p ir i ca l  I n v e s 
t i g a t i o n  i n t o  ttanagetfSirt tT51"of  A c c o u n t i n g  I n f o r m a t i o n  and t h e  
I n f l u e n c e  o f  S e l e c t e d  J o b  R e l a t e d  T r a i t s  and O r g a n i z a t i o n a l  
C o r r e l a t e s " ,  o p . c i  1.1  HOftE, M . ,  o p . c i  t . . RAHMAN, M . ,  "Manage
ment D e c i s i o n - M a k i n g  a D e v e l o p i n g  C o u n try  t A C ase  Study i n  
BanQ 1 a d e s h **, and TURK, IVAN,

RAHMAN, M., "An Empirical In v est ig a t ion  in t o  Management Use 
o f  Accounting Information and the In f luence  o f  Selected  Job 
Related Traits  and Organizational Correlates'** gp . c i 1 .1 
BURN, T «J . (E d . ) ,  f HOWE, M«, | BRUNS, ll^«J.(Jr*)t
Q p>cit . i  nCGES, K .S . ,  Cl t . » and SAVICH, RICHARD S.,
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1 . 3  QbJ e c t i _ t h »  Study

The main objective of the study was to Investigate the exis

ting practice of using accounting information in financial deci

sions as well as to show the extent and irapact of such use of  

accounting information on the financial performances l*e .  p ro f i ta -  

tab i l i ty  in order to Judge the effectiveness or otherwise in 

achieving the overall objectives of the nationalised industries* 
The study, however» was designed to achieve the following specif ic  

obj eetives*

1« T^make a review of  industrial development with an
evaluation of  the management pattern and accounting system 

of  the nationalised industries,! j ^

2* To assess the existing practice o f  management in using 

accounting information in major financial decisions and 

control areas in the nationalised industries by identifying 

the problems and d i f f i c u l t i e s  encountered in the way of  such 

usei

3« To evaluate the use of accounting and non-accounting informa

tion in cap^^ l̂  ̂ expenditure decisions and control;

4* To evaluate the uso of accounting information in working 

capital decisions and control)

5* To evaluate the use of  accounting information in p r o f i t  

decisions and controlt
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6 * To ttxarnln« th e  e x i s t i n g  system  f o r  aanageraent I n f o r a a t i o n |  

f i n a n c i a l  r e p o r t i n g  and f e e d b a c k  i n  t h e  s e l e c t e d  i n d u s t r i e s  

and t o  i d e n t i f y  t h e  e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  t h e  s y e t e o  

f o r  u s i n g  a c c o u n t i n g  I n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and 

c o n t r o l  p u r p o s e s !

7* To show th e  e x t e n t  o f  u s e  and i m p a c t  o f  p r e s e n c e  o r  o t h e r *  

w i s e  o f  th e  u s e  o f  a c c o u n t i n g  i n f o m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  on t h e  f i n a n c i a l  p e r f o r m a n c e s  a s  s e e n  

t h r o u g h  p r o f i t a b i l i t y  o f  t h e  s e l e c t e d  i n d u s t r i e s  and
T --T „ 1

’ J— I ' II  ̂ ^. !! „ ' '
&m F l A a l l y t  t o  h i g h l i g h t  t h e  Qain i s s u e s  r e g a r d i n g  a c c o u n t i n g  

“  i n f o n & a t i o n  g e n e r a t i o n  and u s e  f o r  o r g a n i z a t i o n a l  e f f e c t i v e 

n e s s  w i t h  s u g g e s t e d  f u t u r e  o u t l o o k *
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1*4 C o v ra c j i e  and L i m i t a t i o n s  o f  th e  Study

a .  £Q)i,>gAAg . f l f . th e  , S t u d y »

The n a t u r e  o f  t h e  p r e s e n t  s tu d y  wa« b o t h  e f f l p i r l c a l  and 

a n a l y t i c a l .  The e m p i r i c a l  r e s u l t *  r e l a t e d  t o  t h e  B a n g la d e s h  

n a t i o n a l i s e d  i n d u s t r i e s *  S i n c e  e v e r y  d e c i s i o n  In an i n d u s t r y  

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

o f  m a n a g e r i a l  d e c i s i o n s f  f i n a n c i a l  d e c i s i o n s  had been s e l e c t e d  

f o r  t h e  s tu d y  p u r p o s e *  B e c a u s e  f i n a n c i a l  d e c i s i o n s  h e l p  manage

ment i n  s e l e c t i n g  and p r o c u r i n g  n e c e s s a r y  f i n a n c e  f rom  e x p e c t e d  

s o u r c e s  » i t h  n i n l a u a  c o s t s  f o r  u t i l i z i n g  t h e  fu n d s  p r o f i t a b l y  

and f o r  c o n t r o l l i n g  t h e  f i n a n c i a l  o p e r a t i o n s  e f f e c t i v e l y *  There  

a r e  v a r i o u s  a r e a s  w h ich  a r e  r e l a t e d  w i t h  f i n a n c i a l  d e c i s i o n s  

and c o n t r o l ^  v i z . ,  tan  p l a n n i n g *  t se rg e r«  r e o r g a n i z a t i o n  and 

c o m b i n a t i o n ^  c a p i t a l  e x p e n d i t u r e ,  w o rk in g  c a p i t a l ,  p r o f i t ,  p r i c e ,  

p r o d u c t  c o s t ,  e t c *  Of thetn, c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and 

c o n t r o l ,  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l ,  and p r o f i t  

d e c i s i o n s  and c o n t r o l  were  c o n s i d e r e d  t o  be  th e  ntaJor f i n a n c i a l  

d e c i s i o n s  and c o n t r o l *  Out o f  h o s t  o f  b u s i n e s s  d e c i s i o n s t  the  

a b o v e  m e n t io n e d  d e c i s i o n s  and c o n t r o l  a r e a s  had been s e l e c t e d  

i n  t h i s  s tu d y  f o r  s p e c i a l  e x a m i n a t i o n  b e c a u s e  o f  t h e i r  p a r t i c u l a r  

i t a p o r t a n c e  i n  t h e  f i e l d  o f  e c o n o m i c  and f i n a n c i a l  a n a l y s i s *  Then 

p r o f i t s  w ere  taken  h e r e  t o  b e  t h e  c e n t r a l  m easure  o f  p e r f o r m a n c e s  

o f  n a t i o n a l i s e d  I n d u s t r i e s  un d er  s tu d y *

THACKE3, RONALD J . ,  and SMITH, JHCHASD L . ,  ^[a* c i t , ,  p . 5 .
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P r e s e n t l y *  t h e r «  « t r e  seven  c o r p o r a t i o n s  o f  w h ich  f i v e  c o l o 

r a t i o n s  t h a t  K e re  a d m i n i s t e r i n g  and c o n t r o l l i n g  t h e  a f f a i r s  o f  

t h e  n a t i o n a l i s e d  i n d u s t r i a l  ( m a n u f a c tu t - ln g )  e n t e r p r i s e s  had been 

c o v e r e d  i n  t h e  s t u d y .  These f i v e  ^ c o r p o r a t i o n s  w ere*  B a n g la d e s h  

J u t e  M i l l s  C o r p o r a t i o n  (BJHC),  B a n g la d e s h  T e x t i l e  M i l l s  C o r p o r a 

t i o n  (BTMC), B a n g la d e s h  Sugar and Food I n d u s t r i e s  C o r p o r a t i o n  

(BSFXC), B a n g la d e s h  S t e e l  and E n g i n e e r i n g  C o r p o r a t i o n  (BSEC) and 

B a n g la d e s h  C h e o l c a l  I n d u s t r i e s  C o r p o r a t i o n  (B C I C ) .  The r e n a l n l n g  

two c o r p o r a t i o n s , v i z » ,  B a n g la d e s h  M i n e r a l s  E x p l o r a t i o n  £>evelopment 

C o r p o r a t i o n  (BMEDC) and B a n g la d e s h  F o r e s t s  I n d u s t r i e s  D e v e lo p m e n t  

C o r p o r a t i o n  (BFIDC) have  been  e x c l u d e d *  The f i v e  c o r p o r a t i o n s  

had been e n t r u s t e d  « i t h  f i v e  t y p e s  o f  i n d u s t r i e s *  v i z . ,  J u t e ,  

C o t t o n ,  T e x t i l e ,  Sugar and F ood ,  S t e e l  and E n g i n e e r i n g ,  Chem ica l
, I

and F e r t i l i z e r .  As on J u n e  1 9 8 0 ,^ ^  BJMC had 76 J u t e  M i l l s  u n d e r  

I t s  J u r i s d i c t i o n ,  BTMC had 59 T e x t i l e  M i l l s *  BSFIC had 43 Sugar 

and Food E n t e r p r i s e s *  BSEC had 37 U n i t s  and BCIC had 30 E n t e r p r i 

s e s  t o t a l l i n g  245  e n t e r p r i s e s  o f  w h ich  74  e n t e r p r i s e s  had been  

e s t a b l i s h e d  d u r i n g  1 9 5 1 -5 2  t o  1 9 7 0 -7 1  u n d e r  p u b l i c  s e c t o r * ^ ^

b .  II(  I h ?  Study*

The '^ p r e s e n t  s tu d y  w ould  u n d e r g o  c e r t a i n  l i m i t a t i o n s .  F i r s t l y *  

t h e  s tu d y  d i d  n o t  c o n s i d e r  t h e  I n f l u e n c e  o f  o r g a n i z a t i o n a l  s t r u c -

BAKCUOESH BU.^EM OF STATISTICS, STAHSTICS DIVISION, UINISTflY 
PLAKNINQ, M o n th ly  S t . t l . t l e a l  B . H . t m  o f  g « . g l . d « . h .  Dacca* 
J u n e ,  1980* p . 3 3 7 .

BAllaLADESH INDUSTRIAL DEVELOPMENT CORPORATION (B I D C ) ,  BIDC i n  
F i g u r e s .  P l a n n i n g  D i v i s i o n ,  BIDC, D a c c a ,  197 2 ,  p . 4 6 .
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t u r « ,  n a n a g « r l « l  t r a i t *  and l e a d e r s h i p  s t y l e  on the u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  m a n a g e r i a l  f i n a n c i a l  d e c i s i o n s .  S^ o n d l y a c c o u n 

t i n g  i n f o m a t i o n  g e n e r a t e d  and' p r o c e s s e d  i n  th e  e n t e r p r i s e s  u n d e r  

t h e  s e l e c t e d  S e c t o r  C o r p o r a t i o n s  w ere  n o t  i n  t h e  d e s i r e d  form otidng 

t o  the  f a c t  t h a t  due  i r a p o r t a n c e  was n o t  g i v e n  t o  f i n a n c i a l  s t a t e 

ments  and o t h e r  r e p o r t s  by t h e  a u t h o r i t i e s  c o n c e r n e d  thus  r e q ju i r i n g  

r e p r o c e s s i n g  o f  t h e  p r e s e n t e d  a c c o u n t i n g  I n f o r m a t i o n  f o r  m e e t i n g  t h e  

r e q u i r e m e n t s  o f  t h e  s t u d y .  L a s t l y *  c e r t a i n  m a t e r i a l s  c o u l d  n o t  be  

used  f o r  s tu d y  p u r p o s e  b e c a u s e  t h e s «  were n o t  a v a i l a b l e  due t o  l a c k  

o f  d e s i r e d  c o - o p e r a t i o n  o f  t h e  a g e n c i e s  c o n c e r n e d .

1*5 P r e s e n t a t i o w

The p r e s e n t a t i o n  o f  t h i s  s tu dy  h a s  been  o r g a n i s e d  i n t o  n i n e  

c h a p t e r s *  The f i r s t  c h a p t e r  has  been d e v o t e d  t o  t h e  g e n e r a l  i n t r o 

d u c t i o n  o f  t h e  s tu d y  i n  i t s  t h e o r e t i c a l  p e r s p e c t i v e s  c o v e r i n g  bac lc -  

g ro u n d t  p r o b le m  s t a t e m e n t ,  o b j e c t i v e s *  c o v e r a g e  and l i m i t a t i o n s  and 

p la n  o f  th e  s t u d y .  C h a p t e r  two p r e s e n t s  t h e  r e s e a r c h  d e s i g n  and 

m e t h o d o l o g y  and d e s c r i b e s  t h e  p r o c e s s  o f  r e s e a r c h ,  i n c l u d i n g  t h «  

t e ch n ic ru e s  f o r  c o l l e c t i o n  and a n a l y s i s  o f  d a t a ,  and p a ra d igm  and 

c o n c e p t u a l i s a t i o n  o f  v a r i a b l e s *  In t h e  t h i r d  c h a p t e r ,  t h e  s i t u a t i o n 

a l  c o n t e x t  o f  th e  r e s e a r c h  p r o b l e m  w h e r e in  b r i e f  r e v i e w  o f  i n d u s t r i a l  

d e v e l o p m e n t ,  m anagem m t  p a t t e r n  and v a r i o u s  a s p e c t s  o f  a c c o u n t i n g  

system o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e s h  hav e  been  

p r e s e n t e d .

C h a p t e r  f o u r  d i s c u s s e s  t h e  u se  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  

i n f o r m a t i o n  i n c l u d i n g  e c o n o m i c  d a t a ,  Government  s t a t i s t i c s ,  e t c .  i n  

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n  

B a n g l a d e s h .  C h a p t e r  f i v e  d e a l s  w i t h  t h e  u s e  by management o f
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a c c o u n t i n g  I n f o r m a t i o n  i n  w o r k i n g  c a p i t a l  d a c i s i o n s  o f  the  I n d u s 

t r i e s *  C h a p t e r  s i x  a t t i a p t a  t o  >how t h «  u s *  o f  a c c o u n t i n g  I n f o x m a -  

t i o n  I n  p r o f i t  d e c i s i o n s  In t h «  i n d u s t r i e s  u n d e r  s tu d y *

C h a p t s r  seven  d e a l  s wi th  t h e  sys tem  f o r  managanient i n f o r m a *  

t i o n  and f i n a n c i a l  r e p o r t i n g  k i t h  an e v a l u a t i o n  o f  i t s  e f f e c t i v e 

n e s s  and a p p r o p r i a t e n e s s  f o r  u s i n g  a c c o u n t i n g  in  f o r m a t i o n  by manage* 

a e n t  o f  t h e  s e l e c t e d  i n d u s t r i e s  i n  f i n a n c i a l  d e c i s i o n s *

C h a p t e r  e i g h t  shows the e x t e n t  o f  u s e  and i m p a c t  o f  p r e s e n c e  

o r  o th e r tK is e  o f  th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  n a j o r  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  a r e a s  on  t h e  f i n a n c i a l  p e r f o r o a n c e s  a s  seen  

through  p r o f i t a b i l i t y  o f  t h e  s e l e c t e d  I n d u s t r i e s *  F i n a l l y t  t h e  

c o n c l u d i n g  c h a p t e r  r e v i e w s  t h e  f i n d i n g s  and main i s s u e s  afftd i n d i *  

c a t e s  t h e  i m p l i c a t i o n s  f o r  o r g a n i z a t i o n a l  p o l i c y  and p o s s i b l e  

c o n c e r n s  f o r  f u r t h e r  r e s e a r c h *  The c h a p t e r  has  been  c o n c l u d e d  w i th  

some t h o u g h t s  on th e  a d e q u a t e  u se  by management o f  a c c o u n t i n g  i n f o r 

m at ion  i n  f i n a n c i a l  d e c i s i o n s  o f  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g la d e s h  

so t h a t  th e  o b j e c t i v e s  o f  t h e s e  i n d u s t r i e s  m ig h t  b e  e f f e c t i v e l y  n e t  

a t  a l l  l e v e l s *
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CHAPTER -  2 

RESEARCH DESIGN AND METHODOLOGY

2 « 1  D t f i n i t l o n  o f  C o n c » p t »

The p r e s e n t  s t u d y  was c o n c e r n e d  w i t h  u s e  by nanageraent  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  o f  

n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e s h .  W h i le  f i n a n c i a l  p e r f o r -  

aancQsythat i s ,  p r o f i  t a b !  l i  ty  and p r o d u c t i v i t y *  w e re  c o n s i d e r e d  as 

t h e  e n d - r e s u l t  v a r i a b l e s t  t h «  fflanagetaent u s e  o f  a c c o u n t i n g  i n f o r 

m a t io n  i n  C a p i t a l  e x p e n d i t u r e  d e c i s i o n s ,  w o rk in g  c a p i t a l  d e c i s i o n s  

and p r o f i t  d e c i s i o n s  w ere  taken as  e x p l a n a t o r y  v a r i a b l e s *  Thusi 

t h e  v a r i a b l e s  w h ich  w e re  o f  i n t e r e s t  i n  t h i s  s tu d y  c o u l d  b e  

g r o u p e d  i n t o  f o u r  p r im a r y  g r o u p s i  ( a )  t h e  e n d - r e s u l t  v a r i a b l e s  

em anat ing  from t h e  f i n a n c i a l  p e r f o m a n c e s  b e a r i n g  t h e  t e s t i m o n y  

o f  a c c o u n t i n g  i n f o r n a t i o n  u s e ,  ( b )  v a r i a b l e s  r e l a t e d  t o  th e  u s e  

o f  a c c o u n t i n g  I n f o r n a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and 

c o n t r o l *  ( c )  v a r i a b l e s  r e l a t e d  w i t h  the u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  i n  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  and ( d )  v a r i a b l e s  

r e l a t e d  w i th  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  p r o f i t  d e c i s i o n s  

and c o n t r o l .

S i n c e  ' c o n c e p t s *  a r e  s h o r t - h a n d  r e p r e s w i t a t i o n  o f  a v a r i e t y  

o f  f a c t s , ^  h e r e  we had o u t l i n e d  t h e  main c o n c e p t s  u se d  as  t h e  

b a s i s  f o r  o p e r a t i o n a l i s i n g  th e  v a r i a b l e s  and f o r  the  d e v e l o p m e n t  

o f  i n s t r u m e n t s  o f  t h e i r  measurement*

 ̂ TAT^DCN, B .C .  ( E d . ) ,  R e s e a r c h  M e t h o d o l o g y  i n  S o c i a l  S c i e n c e s .
C h a i t a n y a  P u b l i s h i n g  House ,  A l l a h a b a d ,  197 9 ,  p * 3 9 .

Dhaka University Institutional Repository



33

Th« c o n c e p t  o f  * u « e * .  In  th e  p r e s e n t  s t u d y ,  means u s e  o f  

a c c o u n t i n g  o r  f i n a n c i a l  I n f o r m a t i o n  f o r  p u r p o s e  o f  d i s c h a r g i n g  

m a n a g e r i a l  f u n c t i o n s  o f  d e c i s i o n s  and c o n t r o l  r e l a t e d  p a r t i c u l a r 

l y  w i t h  th e  f i n a n c i a l  o p e r a t i o n s  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s *

Then, th e  c o n c e p t  o f  'management  u se  o f  a c c o u n t i n g  i n f o r m a 

t i o n *  means th e  Use by managefflent o f  t h «  i n f o r m a t i o n  and d a t a  

g e n e r a t e d  and r e p o r t e d  t h r o u g h  t h e  a c c o u n t i n g  sys tem  •% w e l l  as  

o f  t h e  f i n a n c i a l  m a r k e t s  i n f o r m a t i o n ^  Governm ent  s t a t i s t i c s  and 

o t h e r  e c o n o m ic  d a t a  i n  f i n a n c i a l  d e c i s i o n s  o f  t h e  n a t i o n a l i s e d

I n d u s t r i  e s ,
ii

 ̂ f
V a r i a b l e s  EmanaUng from th e  Use o f  A c c o u n t i n g  
I n f o r m a t i o n  i n  F i n a n c i a l  D e c i s l e n s t

( a )  The e n d - r e s u l t  v a r i a b l e s  em anat ing  from t h e  f i n a n c i a l  

p e r f o r m a n c e s  b e a r i n g  th e  t e s t i m o n y  o f  a c c o u n t i n g  i n f o r m a t i o n  a r e i  

( l )  p r o f i t a b i l i t y  and ( 2 ) p r o d u c t i v i t y . ^

( l )  P r o f i t a b l l i t y i The p r i n c i p a l  i n d e x  o f  t h e  f i n a n c i a l  

p e r f o r m a n c e s  i s  p r o f i t a b i l i t y  w h ich  has  been taken  t o  mean r e t u r n  

on o w n e r s  e q u i t y ,  and ( i )  r e t u r n  on s a l e s  ( fK )S ) ,  ( 1 1 )  r e t u r n  on 

i n v e s t m e n t  ( 8 0 1 )  and ( i l l )  r e t u r n  on c a p i t a l  (f?OC)^ em ployed  have  

been c o n s i d e r e d  a s  t h e  i m p o r t a n t  i n d i c a t o r s  o r  b e s t  m e a s u r e s  o f  

p r o f i t a b i l i t y *  h h e r e a s *  r e t u r n  on s a l e s  i s  c a l c u l a t e d  by d i v i 

d i n g  e a r n i n g s  b e f o r e  i n t e r e s t  and t a x e s  (EBIT)  by s a l e s *  r e t u r n  

on i n v e s t m e n t  i s  c a l c u l a t e d  by d i v i d i n g  EBIT by t h e  p r e s e n t

^ MAHESHHARI. B . L . ,  D e c i s i o n  S t y l e s  and O r o a n i n a t i o n a l  E f f e c 
t i v e n e s s * V lk a s h  P u b l i s h i n g  House P r i v a t e  L i m i t e d ,  New D e l h i ,  
1982 ,  p . 2 4 ,
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t o t a l  i n v e s t m e n t  ( b o t h  n e t  f i x e d  a s s e t s  and c u r r e n t  a s s e t s )  and 

r t t tu m  on c a p i t a l  em p loyed  i s  c a l c u l a t e d  by d i v i d i n g  t h e  n e t  

p r o f i t  a f t e r  i n t e r e s t  and t a x e s  by t h e  c a p i t a l  e n p l o y e d  ( t o t a l  

t a n g i b l e  a s s e t s  n i n u s  t o t a l  c u r r e n t  l i a b i l i t i e s ) *  The r e t u r n  on 

s a l e s  i s  a p p l i e d  t o  m easu re  t h e  s a l e s  e f f i c i e n c y  o f  t h e  i n d u s t r y .  

The r e t u r n  on t o t a l  i n v e s t m e n t  i s  a p p l i e d  t o  s e e  t h e  a d e q u a cy  o f  

t h e  o v e r a l l  r e s u l t s *  ( te tu m  on c a p i t a l  em p loyed  i  s an a g g r e g a t e  

m easu re  o f  t h e  o v e r a l l  e f f i c i e n c y  i n  r u n n in g  an e n t e r p r i s s *  Xt 

i s  g e n e r a l l y  a c c e p t s d  a s  a m e a s u r e  o f  m a n a g e m e n t ' s  e f f i c i e n c y  i n  

t h e  employment o f  i t s  a s s e t s * ^  The main a d v a n t a g e  o f  t h e s e  i n d i 

c a t o r s  i s  t h a t  t h e y  h e l p  i n  e v a l u a t i n g  t h e  e f f e c t i v e  r e t u r n  to
' I — - I I —. ,1 _  I 1 - I , _

t h e  Governm ent  a g a i n s t  t h e  t o t a l  r e s o u r c e s  t h a t  i t  h a s  i n v e s t e d

i n  d i f f e r e n t  n a t i o n a l i s e d  i n d u s t r i e s . ^  P r o f i t a b i l i t y  i s  n o t  a 

s t a t i c  c o n d l t i o n t  i t  i s  l i k e  a t e m p e r a t u r e  c h a r t *  I t  i s  i n f l u 

e n c e d  by i n n u m e r a b l e  c o n t r i b u t o r y  v a r i a b l e s  o r  f a c t o r s  b u t  i n  

t h i s  s tu d y  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d i f f e r s n t  f i n a n 

c i a l  d e c i s i o n s  had been  t r e a t e d  as  o n e  o f  t h e  i m p o r t a n t  c o n t r i b u 

t o r y  f a c t o r s  o r  v a r i a b l e s  o f  p r o f i t a b i l i t y .

( 2 )  P r o d u c t i v i t v t A n o th e r  e n d - > r e s u l t  v a r i a b l e  em anat ing  

from t h e  f i n a n c i a l  p e r f o r m a n c e s  i s  p r o d u c t i v i t y  w h ich  may be  

d e f i n e d  a s  t h e  r e l a t i o n s h i p  between  o u t p u t s  o r  e n d * r e s u l t s  and

^ MISHRA, N . ,  A c c o u n t i n g  f o r  P r i c e  L e v e l  C h a n g e s .  S u l t a n  Chand 
and S ons .  New D e l h i ,  1982 ,  p . 1 2 6 .

^ SYED» REZA H. ( E d . ) ,  R o l o  and P e r f o p m a n c e  o f  P u b l i c  E n t e m r i a e s  
i n  t h e  Econom ic  Growth o f  P a k i a t a n .  I n v e s t m e n t  A d v i s o r y  C e n t r e  
o f  P a k i s t a n *  p . l 4 2 .
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e f f o r t s  em ployed  t o  a c h i e v e  them*^ I t  i s  u s u a l l y  m e a su re d  by 

d i v i d i n g  t h e  o u t p u t  by the  i n p u t *  The s i m p l e  m e a su re  o f  p r o d u c >  

t i v i t y  i s  computed by d i v i d i n g  t h e  o u t p u t  by th e  l a b o u r  i n p u t  

and i t  i s  c a l l e d  l a b o u r  p r o d u c t i v i t y .  On th e  o t h e r  hand,  when 

t h e  o u t p u t  i s  d i v i d e d  by t h e  c a p i t a l  em p loyed  i n  t h e  e n t e r p r i s e *  

i t  m e a s u r e s  th e  c a p i t a l  p r o d u c t i v i t y  and when the^*^^P“  ̂

d i v i d e d  by th e  m ach ine  i n p u t ,  i t  be co m e s  m a c h in e  p r o d u c t i v i t y *  

M a t e r i a l  p r o d u c t i v i t y  i s  c a l c u l a t e d  by d i v i d i n g  t h e  m a t e r i a l  

c o s t  by th e  number o f  u n i t s  p r o d u c e d *  P r o d u c t i v i t y  h o w e v e r ,  i s  

a f u n c t i o n  o f  many f a c t o r s  w hich  a r e  t o o  much c o m p l i c a t e d  f o r

m easurem ent*^  I t  may be  r e c a l l e d  t h a t  i n  t h i s  r e s e a r c h , ^ o u r
' 1

a t t e n t i o n  was on p r o f i t a b i l i t y  r a t h e r  than on p r o d u c t i v i t y *

( b )  V a r i a b l e s  r e l a t e d , w i t h  t h e  u s e  o f  a c c o u n t i n g  i n f o r m s -  

t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  a r e  ( l )  c a p i t a l  

e x p e n d i t u r e  r e q u i r e n e n t s t ( 2 )  c a p i t a l  s t r u c t u r e , ( 3 )  c a p i t a l  

e x p e n d i t u r e  f i n a n c i n g  and ( 4 )  c a p i t a l  e x p e n d i t u r e  c o n t r o l ,  a 

b r i e f  d i s c u s s i o n  o f  w hich  i s  g i v e n  b e lo w *

K h i l e  d e t e r m i n i n g  t h e  fu n d s  r e q u i r e d  f o r  s t a r t i n g  an e n t e r 

p r i s e  o r  e x p a n s i o n  o r  b a l a n c i n g ,  m o d e r n i s a t i o n  and r e p l a c e m e n t  

(BMR) o f  the  same, t h e  c a l c u l a t i o n  o f  m a j o r  c o m p o n e n t s  o f  c a p i t a l  

e x p e n d i t u r e  w ou ld  b e  tan tam o u n t  t o  t h e  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s *  T h le  can b e  d o n e  on t h e  b a s i s  o f  v a r i o u s  f a c t o r s  

w hich  may i n c l u d e  t h e  a c t u a l  c o s t  o f  s i m i l a r  p r o j e c t s *  The

® HaBIBULLaH, M,, I n d u s t r ia l  E f f i c i e n c y  and P r o f i t a b i l i t y  In
SaaaU<ltfi]}»  op*  c i t * ,  p ,  3, . V

^ HABIBULLAH, M*, ggflt ,9.f„ , J mU
Induatrv o f  P ^ l s t a n * Bureau o f  Economic Research,  U n ivers ity

* o f  Dacca, 1963* p * I 3 0 *
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c o m p o n e n ts  o f  c a p i t a l  c x p e n d l t u r a  o f  a n»M e n t e r p r i s e  o r  exp an 

s i o n  o r  BUR o f  o n e  e n t e r p r i s e  a s  s t a t e d  i n  P r o j e c t  P r c f o r n a  a r e t  

p r e - > c o n s t r u c t i o n  e x p e n d i t u r e *  c o n s t r u c t i o n  e x p e n d i t u r e ,  m a c h in e r y  

end  e q u i p a e n t s t  and o t h e r  r e l a t e d  c o s t s *

Then» c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  a l s o  i n c l u d e  c a p i t a l  

s t r u c t u r e  d e c i s i o n  w h ich  nay  b e  te rm ed  a s  t h e  e q u l t y - d e b t  r a t i o  

d e c i s i o n s  o f  t h e  e n t e r p r i s e *  V a r i o u s  i n f l u e n c i n g  f a c t o r s  a r e  

c o n s l d o r e d  w h i l e  making su ch  d e c i s i o n s  o f  w h ich  r e l a t i v e  c o s t s  

and r e l a t i v e  r e t u r n s  a r e  n o t e w o r t h y .

C a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n s *  a n o t h e r  i m p o r t a n t  

v a r i a b l e ,  i s  r e l a t e d  t o  th e  i s s u e s , ,  r e g a r d i n g  f i n a n c i n g  t h e  c a p i t a l ^  

e x p e n d i t u r e ,  t h a t  I s *  t h e  c h o i c e  betw een  Governm ent  and i n s t i t u 

t i o n a l  f i n a n c e ,  be tw een  l o c a l  f i n a n c e  and f o r e i g n  f i n a n c e ,  and 

betw een  e q u i t y  f i n a n c e  and d e b t  f i n a n c e ,  c o n s i d e r i n g  v a r i o u s  

a c c o u n t i n g  and n o n * a c c o u n t i n g  f a c t o r s  f o r  the  p u r p o s e *

F i n a l l y ,  the  c a p i t a l  e x p e n d i t u r e  c o n t r o l  o r  e v a l u a t i o n  i s  

an i m p o r t a n t  a s p e c t  o f  t o t a l  c a p i t a l  e x p e n d i t u r e  p r o g r a n m e ,  

w h ich  i s  done t h r o u g h  t r e a s u r y  and b u d g e t a r y  c o n t r o l  t e c h n i q u e s *  

A c t u a l  a c c o u n t i n g  f i g u r e s  o r  i n f o r m a t i o n  f o r  the  p e r i o d  u n d e r  

r e v i e w ,  c o n p a r e d  w i t h  the b u d g e t e d  r e q u i r e m e n t s  and w i t h  p r i o r  

p e r i o d s ,  f u r n i s h  a u s e f u l  b a s i s  f o r  c a p i t a l  e x p e n d i t u r e  c o n t r o l  

o r  e v a l u a t i o n  by management o f  th e  e n t e r p r i s e * ^

BURN, THOMAS J .  ( E d * ) ,  c l  t * .  p , 2 4 1 .
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( c )  V a r i a b l e s  r e l a t e d  t o  the  u s e  o f  a c c o u n t i n g  I n f o r m a t t o n  i n  

tsork ing  c a p i t a l  d e c i s i o n s  a r e  b r i e f l y  s t a t e d  b e l o w i

( 1 )  Ifterkinq C a p i t a l  B e g U lr e a e n t a  D e c i s i o n i  W h i l e  d e c i d i n g  t h e  

s h o r t - t e m  funds*  a p r o p e r  d i a g n o s i s  o f  t h e  e x p e n s e s  r e q u i r e d  f o r  

smooth r u n n in g  o f  b u s i n e s s  a c t i v i t y  i s  t o  b e  made c o n s i d e r i n g  nany 

f a c t o r s  w h ich  i n f l u e n c e  t h e  s i z e *  O f  t h e s e t  f a c t u a l  a c c o u n t i n g  

f i g u r e s  t o g e t h e r  w i th  n a t u r e  o f  b u s i n e s s  and p r o d u c t i o n  p o l i c i e s  

fttight be  c o n s i d e r e d  f o r  t h e  p u r p o s e *

( 2 ) f f a o i t a i  w i i  . R t s l i i g n * i t  i n c l u d e s

( i )  I n v e n t o r y  D e c i s i o n ,  ( i i )  A c c o u n t s  f t e c e i v a b l e  D e c i s i o n  and ( 1 1 1 )  

Cash D e c i s i o n .  I n v e n t o r i e s  w h ich  c o n s t i t u t e  the  n a J o r  e l e m e n t  i n
IL

w o rk in g  c a p i t a l *  n e e d  t o  be  d e c i d e d  k e e p i n g  in  v i e w  v a r i o u s  f a c t o r s *  

t o  m a i n t a i n  th e  o p t i n u n  l e v e l  o f  i n v e n t o r y ^  Then* a c c o u n t s  r e c e i 

v a b l e s *  a n o t h e r  s i g n i f i c a n t  c o m p o n e n t  o f  w o r k in g  c a p i t a l *  c o f f lp r i s e  

th e  c r e d i t  and c o l l e c t i o n  p o l i c i e s  o f  the  e n t e r p r i s e s  and r e q ju l r e  

t o  be  d e c i d e d  e f f i c i e n t l y  by c o n s i d e r i n g  f a c t o r s  r e l a t e d  t o  a c c c u n >  

t i n g  i n f o r m a t i o n  o f  w h ich  c a s h  d i s c o u n t  i s  i m p o r t a n t *  F i n a l l y *  c a s h  

an i m p o r t a n t  com ponent  o f  c u r r e n t  a s s e t s *  i s  t o  b e  d e c i d e d  f o r  

f o r a u l a t i n g  c a s h  p o l i c i e s  and p r o c e d u r e s  b a s e d  on normal  and a b n o n s a l  

r e q u i r e m e n t s  o f  t h e  e n t e r p r i s e s  and c o n s i d e r i n g  a v a r i e t y  o f  f a c t o r s  

such  a s  n a t u r e  o f  t h e  b u s i n e s s  e n t e r p r i s e ,  s i z e  o f  s a l e s  i n  r e l a t i o n  

t o  f i x e d  a s s e t s ,  c r e d i t  p o s i t i o n  o f  t h e  e n t e r p r i s e s *  s t a t u s  o f  e n t e r *  

p r i s e  r e c e i v a b l e s *  i n v e n t o r y ,  e t c *

(3) l o r k i n a  Capital F i n a n c i n g  l e c i s i o i n  Having d e c i d e d  t h e  

r e q u i r e m e n t s  and s t r u c t u r a l  c o m p o n e n t s  o f  w o r k in g  c a p i t a l ,  the 

v a r i o u s  s o u r c e s  o f  f i n a n c e  r e q u i r e d  t o  run th e  o p e r a t i o n s  o f  t h e
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e n t e r p r i s e s  n e e d  t o  be  d e c i d e d  p r o p e r l y .  Th« v a r i o u s  s o u r c e s  m i g h t  

b e  t r a d e  d u e s  and o t h e r  sundry c r e d l t o r s t  bank s h o r t - t e r m  b o r r o v i l n g s f  

n on -ban k  s h o r t - t s n n  b o r r o w i n g s *  l o n g - t e r m  b o r r o w i n g s  a n d / o r  e o f u l t y .

{ 4 }  t^orkinq C a n i t a i  C o n t r o l  o r  E v a l u a t i o n i  t^orking c a p i t a l  

c o n t r o l  o r  e v a l u a t i o n  i s  an i m p o r t a n t  a s p e c t  o f  t o t a l  w o r k in g  c a p i t a l  

prograraine r e q u i r i n g  t h e  c o m p a r i s o n  b e t n e ^  w o r k i n g  c a p i t a l  r e c j u i r e -  

inents and i t s  a c t u a l s  s i n c e  a c t u a l  a c c o u n t i n g  f i g u r e s  com pared  K i t h  

b u d g e te d  r e q u i r e m e n t s  and w i t h  p r e v i o u s  p e r i o d s *  would  f u r U s h  «
g

u s e f u l  b a s i s  f o r  w o r k in g  c a p i t a l  c o n t r o l  o r  e v a l u a t i o n  by manageiaent*

t
' ( d )  V a r i a b l e s  r e l a t e d  w i t h  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n

p r o f i t  d e c i s i o n s  a r e *  ( l )  s a l e  o r i c #  and s a l e s  e s t i m a t e s .  ( 2 )  c o s t  

o f  j c^rpduct ion  e s t i m a t e s .  ( 3 )  o p e r a t i n g  e x p e n s e s  e s t i m a t e s  and  ( 4 ) .  

p r o f i t  t a r g e t s *  The s a l e  p r i c e  and s a l e s  e s t i m a t e s  i n c l u d e  d e c i s i o n  

r e g a r d i n g  t h e  d e t e r m i n a t i o n  o f  s e l l i n g  p r i c e  and e s t i m a t e d  i n c o ia «

from the  e x p e c t e d  s a l e s  w h ich  are  c o n s i d e r e d  by t a k i n g  i n t o  v a r i o u sk
f a c t o r s  such  as  vo lu m e  o f  p r o d u c t i o n *  a b i l i t y  to  s e l l  t h e  p r o d u c t s *  

m arket  c o n d i t i o n s ,  e t c *  Then, p r o d u c t i o n  and c o s t  o f  p r o d u c t i o n  

e s t i m a t e s  r e p r e s e n t  d e c i s i o n s  r e g a r d i n g  e x p e c t e d  p r o d u c t i o n  w h ich  i s  

d e p e n d e n t  on e s t i m a t e d  s a l e s  and e x p e c t e d  i n v e s t m e n t  i n  raw m a t e r i a l s *  

w o r k - i n - p r o c e s s  and f i n i s h e d  i n v e n t o r i e s  a s  w e l l  a s  d e c i s i o n s  r e g a r 

d i n g  t h e  e s t i m a t e d  c o s t  o f  p r o d u c t i o n  e m b r a c in g  a l l  p r im e  c o s t s  and 

f a c t o r y  o v e r h e a d  e x p e n s e s *  O p e r a t i n g  e x p e n s e s  e s t i m a t e s  a l s o  

r e p r e s e n t  d e c i s i o n s  r e g a r d i n g  t h e  e s t i m a t e s  o f  f u t u r e  e x p e n s e s  l i k e  

o f f i c e  and a d m i n i s t r a t i o n  and s e l l i n g  and d i s t r i b u t i o n .  F i n a l l y *  t h e

^ I b i d . *  p .  2 4 2 .
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p r o f i t  t a r g e t s  s i g n i f y i ^ ?  • x p e c t « d  p r o f i t  b « f o r «  i n t e r e s t  and t a x e s  

are  shown In t h e  r e v e n u e  b u d g e t  which  i s  an e s t i m a t e  o f  e x p e c t e d  

f u t u r e  in c o m e  and c o s t s  and e x p e n s e s *

2 * 2  Measurement o f  M a jo r  V a r i a b l e s

In  t h i s  s e c t i o n  we r e c o u n t e d  the p r o c e s s e s  o f  o p e r a t i o n a l i s i n g  

the  c o n c e p t s *  These  c o n c e p t s  c o u l d  b e  v i e w e d  a s  c o n s t r u c t s  and mtere 

o p e r a t i o n a l l y  d e f i n e d  a s  v a r i a b l e s *  H o w e v e r , ' t h e  o p e r a t i o n a l  d e f i n i 

t i o n  o f  a C o n s t r u c t  I s  n o t  c o m p l e t e  u n t i l  t h e r e  a r e  e x a c t  and coia* 

p l e t e  s p e c i f i c a t i o n s  o f  t h e  s e t  o f  i n s t r u m e n t s  t o  b «  u s e d ,  a s  w e l l  

as  i n s t r u c t i o n s  f o r ' ' t h e ' ( o p e r a t i o n s  t o  b e  c a r r i e d  o u t  to  d e t e r m i n e
” * 9the value which the variables assume in each case**

The f i r s t  set o f  variables related to the measurement o f  

'manageraent use o f  accounting information in capital expenditure 

decisions and control area'* The uses o f  accounting information 

were considered in terms of the extent of use or or reliance on 
accounting information by the management for financial decision 

areas* These were identif ied  as points on a continum extending 
from high to low use as well as through presentation of data In 

d if ferent aspects* In particular, high and low use raeasureraent 

was done through a questionnaire and I t  was supported by Interviews*

In th e  l i k e  manner,  t h e  m easurem ent  o f  'management u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  o t h e r  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

a r e a s *  was a l s o  done  t h r o u g h  ( a )  q u e s t i o n n a i r e ,  ( b )  I n t e r v i e w  and

( c )  an e x a m i n a t i o n  o f  t h e  r e l e v a n t  d o cu m e n ts  -  annual  r e p o r t * ,

^ GROOT, A*D* D£, M eth od o lpoV *  F p u n d a t i ^  o f  I n f e r e n c e  and ^^eaearch 
I n  the B e h A V l o u T a ™ c i e n e e r .  Mouton .  The Hague. 1969* d>241.
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annual  a c c o u n t s *  annual  bud9 « t s t  f i l l e d  up p r o j e c t  p r o f o r m a ,  e n t o r *  

p r l  3«  m anua ls  «n d  o f f i c e  r e c o r d s  o f  the  s e l e c t e d  c o r p o r a t i o n s  a s  w e l l  

as  t h e  e n t e r p r i s e s  u n d e r  t h e i r  c o n t r o l *

The e x t e n t  o f  the  u s «  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  e a c h  f i n a n *

c i a l  d e c i s i o n s  was m easured  by u s i n g  the  L i k e r t - t y p e  5 p o i n t  s c a l e

f o r  the  r e p l i e s  t o  t h e  r e l e v a n t  v a r i a b l e s *  The same s c a l e  was used

on th e  f o l l o w i n g  g rou n ds*

( l )  I t  was easier to construct and use for  the particular 

type of interviewees*

( i i )  The rang^of responses permitted to an item provided

m ore i n f o r m a t i o n  a b o u t  t h e  i n d i v i d u a l s *  o p i n i o n  on t h e
'i' 'I

i s s u e  r e f e r r e d  t o  by t h e  g i v e n  i t e m s *

( i l l )  I t  permitted the interviewee to express his opinion on 

a range from 1 to 5 degrees and i t  was considered nore 

re liab le  than a patterned interview*

(iv)  I t  permitted easy* precise and less  expensive coding*

(v) I ts  simplicity was also observed in many prior studies*^^

2*3 CflllecUon of  Data » Sources and Methods

K e e p in g  i n  v i e w  t h e  o b j e c t i v e s  o f  the  s t u d y ,  a t t e m p t s  were  made 

t o  c o l l e c t  d e t a i l e d  i n f o r m a t i o n  and e l a b o r a t e  d a ta*  b o t h  q u a n t i t a t i v e  

and q u a l i t a t i v e ,  h a v in g  c l o s e  b e a r i n g  on t h e  p o l i c i e s ,  p r a c t i c e s  and

40

LIKEIIT, REN STS, A T e c h n iq u e  f o r  t h e  M easurem ent  o f  A t t i t u d f e s .  
A r c h i v e s  o f  P s y c h o l o g y ,  1 9 3 2 ,  N o .  140*

C f * ,  HYE, MD. ABDUL, ^ *  c i t . .  p *30*
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e x t e n t  o f  u s e  by management o f  a c c o u n t i n g  I n f o r m a t i o n  in  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  I n  th e  n a t i o n a l i s e d  i n d u s t r i e s *

( a )  R e s e a r c h  A p p roach

T h is  s tu d y  I s  b a s e d  on t h e  f o l l o w i n g i

( l )  L i t e r a t u r e  s u r v e y  t o  r e v i e w  t h e  p r a c t i c e  and e x t e n t  o f  u s e  o f  

a c c o u n t i n g  I n f o r m a t i o n  a b r o a d  and i n  B a n g l a d e s h .

( 1 1 ) 'Review o f  a c c o u n t i n g  system  and management i n f o r m a t i o n  s y s t e a  

i n  t h e  l i g h t  o f  t h e i r  m a n a g e r i a l  u s e s *

( i l l )  F i e l d  s tu d y  c o n d u c t e d  i n  f i v e  n a t i o n a l i s e d  i n d u s t r i a l  c o r p o r a 

t i o n s  B a n g la d e s h  a d o p t i n g  su rvey  method  ( t h r o u g h  q u e s t i o n n a i r e } .
» t I I ‘I ''

.....

( b )  S e l e c t i o n  o f  the  Samples

'’The s tu dy  was l o c a t e d  In  t h e  n a t i o n a l i s e d  i n d u s t r i e s  s e c t o r  I n  

B a n g l a d e s h .  The d e s c r i p t i o n s  o f  t h e s e  I n d u s t r i e s  In  d e t a i l  w i t h  t h e i r  

management and a c c o u n t i n g  s y s te m s  hu«l been p r o v i d e d  In  the  Ch* 3*

The i n i t i a l  c r i t e r i a  s e t  f o r  t h e  s e l e c t i o n  o f  t h e s e  i n d u s t r i e s  w e r e t

The p r a c t i c a l  c o n s i d e r a t i o n  o f  c o o p e r a t i o n  from th e  i n d u s t r i a l  

c o « p « r a t i o n e  and e n t e r p r i s e s  un d er  them a s  w e l l  a s  the e c o n o m i e s  o f  

t im e  and c o s t s  p l a y e d  t h e  d o m in a n t  r o l e *

The i n i t i a l  c o n t a c t  w i th  t h e  management o f  th e  e n t e r p r i s e s  was 

made t h r o u g h  t h e  Head O f f i c e s  l o c a t e d  a t  Dhaka* Ke o b s e r v e d  t h a t  

t h e  I n f l u e n c e  o f  a c c o u n t s  d e p a r t m e n t  i n  t h e s e  e n t e r p r i s e s  was s i g n i *  

f i c a n t f  though  th e  c o n t a c t  was e s t a b l i s h e d  d i r e c t l y  t h r o u g h  t h e  Head 

O f f i c e  h i g h e r  l e v e l  managementt y e t  i t  n e e d e d  s u p p o r t  from h i g h e r  

and l o w e r  l e v e l  e x e c u t i v e s  o f  t h e  e n t e r p r i s e s  f o r  t h e  p u r p o s e *  I t
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r e q u i r e d  c o u p l e  o f  m e e t i n g s  w i t h  top  l e v e l  e x e c u t i v e s  i n d i v i d u a l l y  

t e  p l a n  and e x e c u t t e  t h e  I n v e s t i g a t i o n  and t h e  s e l e c t i o n  o f  t h «  

sam ple  e n t e r p r i s e s *

F i e l d  s tu d y  was c o n d u c t e d  i n  t h e  f i v e  i n d u s t r i a l  c o r p o r a t l o n s t  

v i z .  BJHC, BTMC, 6 SFIC, BS£C and BCIC. For  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s f  74  e n t e r p r i s e s  set up d u r i n g  1 9 5 1 /1 9 5 2  t o  1 9 7 0 / 7 i under 

p u b l i c  s e c t o r  and 14 e n t e r p r i s e s  s e t  up d u r i n g  1 9 7 2 /1 9 7 3  t o  1 9 8 1 /  

19B2 u n d e r  n a t i o n a l i s e d  s e c t o r  were taken i n t o  c o n s i d e r a t i o n *  For 

u o r k i n g  c a p i t a l  and p r o f i t  d e c i s i o n s ,  a l l  t h e  245  e n t e r p r i s e s  w e r e  

s t u d i e d  f o r  th e  p e r i o d s *  1 9 7 5 /7 6  to 1 97 9 /8 0#

As the  e n t e r p r i s e s  a r e  s c a t t e r e d  In  d i f f e r e n t  p a r t s  o f  t h e

C o u n t r y ,  a sam ple  t y p e  o f  e n q u i r y  was c o n s i d e r e d  f e a ^ n a h l e  f o r'1
o p i n i o n  s u r v e y  t e  c o v e r  r e s p o n d e n t s  a t  t h e  u n i t  l e v e l  b e c a u s e  o f  
t im e  and r e s o u r c e  c o n s t r a i n t s *  M o r e o v e r ,  s i n c e  u s e  o f  a c c o u n t i n g  

i n f o r t a a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a t  c o r p o r a t i o n  l e v e l  

had been  g a i n i n g  l a p o r t a n c c ,  a s tu d y  o f  t h e  o p i n i o n  o r  a t t i t u d e  o f  

th e  r e s p o n s i b l e  p e r s o n s  e n g a g e d  a t  t h e  i n d u s t r y  l e v e l  was a l s o  c o n s l>  

d e r e d  v e r y  s i g n i f i c a n t *  t h i s  o b v i o u s  c o m p le x  s i t u a t i o n  n e c e s s i t a t e d  

t h e  c o n s t r u c t i o n  o f  the  s a m p l in g  frame and sam ple  s i z e *  A c c o r d i n g l y ,  

i t  was d e c i d e d  t o  s e l e c t  10 p e r c e n t  u n i t s  froia each  s e l e c t e d  c o r p o *  

r a t i o n  on random sam ple  t e c h n i q u e *

An o p i n i o n  s u r v e y  method was c o n d u c t e d  th r o u g h  a q u e s t i o n n a i r e  

i n  25 e n t e r p r i s e s  o u t  o f  245  e n t e r p r i s e s *  t a k i n g  5 e n t e r p r i s e s  f r o o  

each  c o r p o r a t i o n  s e l e c t e d  t h r u g h  random s a m p l in g  m ethod*  S t a t i s t i 

c a l l y ,  we were  s a t i s f i e d  w i t h  o u r  sam ple  s i z e *  However* w o u ld  n o t  

c l a i m  t h a t  o u r  sam ples  f o r  o p i n i o n  s u r v e y  r e p r e s e n t s  a l l  c r o s s 
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s e c t i o n s  o f  the  e n t e r p r i s e s  In  an e c o n o m i c  e n v i r o n m e n t  u n d e r  s t u d y .  

For  s e l e c t i o n  o f  saopX e  u n i t s  from t o t a l  u n i t s  o f  f i v e  c o r p o r a t i o n s *  

t h e  random s a m p l in g  t e c h n i q u e  was p r e f e r r e d *

S t r a t i f i e d  random s a m p l in g  had been  u se d  f o r  the  p r e s e n t  s tu d y *  

S t r a t i f i c a t i o n  was d one  a c c o r d i n g  to  c o r p o r a t i o n s *  Then from each  

s t r a t a  ( i n d i v i d u a l  c o r p o r a t i o n )  5 e n t e r p r i s e s  r e p r e s e n t i n g  19 p e r  

c e n t  o f  245  e n t e r p r i s e s  w ere  s e l e c t e d  random ly*

The main i n s t r u m e n t  used  f o r  t h e  p u r p o s e  o f  s t u d i n g  t h e  o p i n i o n
' II " ' ' I ,

o f  t h e  sam ples_w as  t h e  I n t e r v i e w  s c h e d u l e *  7

Ke Used a f o u r - p a r t  q u e s t i o n n a i r e  f o r  th e  m easurement  and 

c o l l e c t i o n  o f  t h e  g r e a t e r  p o r t i o n  o f  d a t a *  The q u e s t i o n n a i r e  I n c l u 

ded m a in ly  f o u r  c a t e g o r i e s  o f  i n s t r u m e n t s  t o  c o v e r  the  ran g e  o f  t h e  

V a r i a b l e s  we i n t e n d e d  to  m easure  i n  t h e  s t u d y .  These w ere  t h e  i n s 

t rum ents  r e l a t i n g  t o t  ( i ) t h e  d e p e n d e n t  v a r i a b l e s  -  f i n a n c i a l  p e r f o r 

mances  v a r i a b l e s  and ( i i )  i n d e p e n d e n t  v a r i a b l e s ,  v i z *  ( a )  c a p i t a l  

e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  v a r i a b l e s i  ( b )  w o rk in g  c a p i t a l  

d e c i s i o n s  and c o n t r o l  v a r i a b l e s *  and ( c )  p r o f i t  d e c i s i o n s  and c o n t r o l

V a r i a b l e s *  The q u e s t i o n n a i r e  i s  shown i n  App end ix  No* V I I I *

\

In d e s i g n i n g  t h e  q u e s t i o n n a i r e t  we draw on o u r  e x p e r i e n c e  i n

t h e  a r e a  t ^ 9 « t h e r  w i t h  the  c o n s u l t a t i o n s  o f  p r e v i o u s  r e s e a r c h

s t u d i e s  and e x p e r t  o p i n i o n s  b o t h  from b u s i n e s s  and a c a d o n i c  f i e l d s *

A lth ou gh  t h e  i n t e r v i e w  s c h e d u l e s  o r  q u e s t i o n n a i r e  w e r e  p r e p a r e d  i n

t h e  l i g h t  o f  t h i s  b a c k g r o u n d  i n f o r m a t i o n ,  y e t  t h e  same was p r e - t e s t e d  

among a group  o f  e n t e r p r i s e  h e a d s  and c o r p o r a t i o n s *  r e s p o n s i b l y
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O f f i c e r s *  T h o l r  r e s p o n s e s  and comments w ere  h e l p f u l  i n  r e v i s i n g  and 

s t r u c t u r i n g  th e  q u e s t i o n s  f i n a l l y *  M o r e o v e t f  we made some a d j u s t 

m ents  o f  t h e  q u e s t i o n n a i r e  t o  m eet  t h e  reoful remen t s  o f  t h e  c c m d i t l o n s  

o f  n a t i o n a l i s e d  i n d u s t r i t ^ s  where  i n v e s t i g a t i o n  was d o n e  a f t e r  t h e  

p r e l l f f l i n a r y  I n t e r v i e w s  w ere  c o m p l e t e d .

( d )  I n t e r v i e w  Phase

I n t e r v i e w  a p p o i n t m e n t s  w e re  made t h r o u g h  t h e  c o r p o r a t i o n  Head 

O f f i c e  and e n t e r p r i s e  o f f i c e s *  i^e i n t e r v i e w e d  4 p e r s o n s  i n  each  

c o r p o r a t i o n  t o t a l l i n g  20 p e r s o n s  a t  c o r p o r a t i o n  l e v e l  and 2 p e r s o n s  

a t  e a c h  e n t e r p r i s e  t o t a l l i n g  50 p e r s o n s  a t  ~ e n t e r p r l s e  l e v e l s *  I n t e x -
1. I 'I

v i e w s  ra n g e d  from 2 h o u r s  t o  3 h o u r s .  We u s e d  I n t e r v i e w  s c h e d u l e s

f o r  I n t e r v i e w i n g  the  e n t e r p r i s e  h e a d s  and a c c o u n t s  c h i e f s  a t  e n t e r -

p r i s e  l e v e l s  and c h a i r m e n ,  a c c o u n t s  c h i e f s *  management i n f o r m a t i o n

system c h l e f e a n d  p l a n n i n g  and d e v e l o p m e n t  c h l e f e a t  c o r p o r a t i o n  l e v e l *

However,  t h e  w o rd in g  o f  t h e  q u e s t i o n s  w ere  n o t  r i g i d l y  f o l l o w e d  and
12th e  t e c h n i q u e  o f  ' f o c u s s e d  i n t e r v i e w *  was f o l l o w e d .

A f t e r  c o l l e c t i n g  d a t a  and I n f o r m a t i o n  f rom  a l l  t h e  c a t e g o 

r i e s  o f  t h e  s e l e c t e d  samples^  L l k e r t ' s  a t t i t u d e  s c o r i n g  method was 

u se d  I n  p a r t i c u l a r ,  f o r  c o m p i l i n g  and c o m p u t in g  t h e  d a t a  t o  d e t e r 

m ine t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i 

s i o n s  and c o n t r o l  o f  the  s e l e c t e d  I n d u s t r i e s *  Each o f  t h e  d e c i s i o n  

a r e a  i n  t h e  q u e s t i o n n a i r e  was f o l l o w e d  by f i v e  r e s p o n s e s  r a n g i n g  

from s c o r e  I to  5 s i g n i f y i n g  l o w  t o  h ig h  u s e s  o f  a c c o u n t i n g  i n f o n a a -  

t i  o n .

MERTCW, R.K. and KENDALL, P * L . ,  ' F o c u s s e d  I n t e r v i e w " ,  Am erlcan  
J o u r n a l  o f  S o c l o l o o v .  V o l .  L I ,  1 94 6 ,  p p .  5 4 1 - 5 9 .
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S U t l t t t c ^ l  T e c h n i o u t t

In  o r d e r  to  s tudy  t h «  e x t e n t  o f  u s *  o f  a c c o u n t i n g  I n f o r m a t i o n

i n  f i n a n c i a l  d e c l s l o n s t  a v e r a g e *  and P e a r » o n * s  c o e f f i c i e n t  o f

c o r r e l a t i o n  had b e e n  e x t e n s i v e l y  u s e d *  The a o s t  i m p o r t a n t  and

w i d e l y  u s e d  m e a su re  o f  c o r r e l a t i o n  i s  t h e  P ea rson  *s  C o r r e l a t i o n

C o e f f i c i e n t  which  i s  u s e d  w here  t h e  v a r i a b l e s  a r e  q u a n t i t a t i v e *

t h a t  i s t  o f  t h e  i n t e r v a l  o r  i s e t r i c  r a t i o  t y p e  and where t h e  mea*>
13sureraent i s  o f  o r d i n a l  s c a l e .  K a r l  P e a rs o n *  s m e a s u r e  o f  c o r r e 

l a t i o n  i s  b a s e d  upon A r i t h m a t i c  A v e r a g e  and Standard  D e v i a t i o n  

and on t h e  f o l l o w i n g  a s s u n p t i o n s t  ( l )  the  two s e r i e s  s o u g h t  t o  

be  c o r r e l a t e d  a r e  a f f e c t e d  by a l a r g e  number o f  i n d e p e n d e n t - c a u s e s  

w h ich  b r i n g  a b o u t  a norm al  d i s t r i b u t i o n  in  t h e  s e r i e s t  J 2 )  t h e  

f o r c e s  a f f e c t i n g  the  d i s t r i b u t i o n  o f  i t e m s  i n  t h e  two s e r i e s  a r e  

r e l a t e d  t o  each  o t h e r  i n  a r e l a t i o n s h i p  o f  c a u s e  and e f f e c t ,  and

( 3 ) t h e r e  i s  a l i n e a r  r e l a t i o n s h i p  betw een  b o t h  t h e  s e r i e s . ^ ^  I t  

I s  v e r y  se ldo m  t h a t  p e r f e c t  r e l a t i o n s h i p s  th r o u g h  t h e  P e a r s o n ' s  

C o r r e l a t i o n  C o e f f i c i e n t  method  a r e  found  in  the s o c i a l  s c l  e n c e s i  

in  p a r t  b e c a u s e  o f  th e  l i m i t a t i o n s  o f  t h e  m e a s u r in g  i n s t r u m e n t s

and a l s o  b e c a u s e  o f  the  d i f f i c u l t i e s  o f  c o n t r o l l i n g  a l l  p o s s i b l e
ISf a c t o r s  t h a t  may i n f l u e n c e  the  two v a r i a b l e s  b e i n g  s t u d i e d *  l‘. e  

u se d  c o r r e l a t i o n  be tw een  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  in  each  o f

FEaaUSON. GEOME S t .U l t l c a l  A n .lv .1 .  In Mid
Education. International Students Edition (4th ed it ion ) ,  fAc r̂aw* 
Hill Kugakushat Ltd»* TokyOf 1976  ̂ p*102» and PARcL, C*P«y et«al*, 
lata  Analysis and InteroretaUQfl, Philippine Social Science 
Councilf lnc«f 1979* p«171«
GUPTA, An I n t t Q d y c t i o n  t o  M o d e m  S t a t i . U c s ,  B o o k la n d
P r i v a t e  L i m i t e d ,  C a l c u t t a ,  2nd E d . ,  1 9 7 3 ,  p* &04*

EDi^Aaos, ALLEN L . ,  S t a t i s t i c a l  M e t h o d . .  H o l t ,  R i n e h a r t  and 
V^inston, I n c . ,  Ne«  Y o r k ,  2nd E d . ,  1 9 6 7 ,  p .  101 .
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f o u r t e e n  v a r i a b l e s  and I t *  s c o r e  on each  v a r i a b l y  and u s e d  t - t e s t  

t o  f i n d  s i g n i f i c a n c e ,  i f  any»  o f  t h e  d i f f e r e n c e  be tw een  h i g h  u s e  

and the  low  u s e  on each  v a r i a b l e *  The d e g r e e s  o f  f r e e d o m  f o r  

c o r r e l a t i o n  and t - t e s t  was 3 .  The t h e o r e t i c a l  v a l u e  o f  t  a t  10 

p e r c e n t  and 5 p e r c e n t  l e v e l  o f  s i g n i f i c a n c e  f o r  3 d e g r e e s  o f  f r e e *  

doa r e s p e c t i v e l y  was 2 . 3 5 3  and 3 . 1 8 2 .  C h i - s q U a r e  t e s t  was a l s o  

w i d e l y  used  t o  t e s t  th e  e x t e n t  o f  a s s o c i a t i o n  and r e l a t i o n s  i p  

betw een  the  v a r i a b l e s *  The s t a t i s t i c a l  t e c h n i q u e s  f o r  a n a l y s i n g  

th e  c o l l e c t e d  d a t a  w ere  b a s e d  on n o n - p a r a m e t r i c  s t a t i s t i c a l  a p p r o a c h

s i n c e  they  do n ^  r e q u i r e  m easurem en ts  so  s t r o n g  as  p a r a m e t r i c
16 ‘ ^  t e s t s *  The number o f  o b s e r v a t i o n s  i n  t h i s  r e s e a r c h  i s  o n l y  f i v e

which  n o t  s u f f i c i e n t  f o r  c o n c l u s i v e  c o r r e l a t i o n  a n a l y s i s *

B e s i d e s ,  t h e  v a r i a b l e s  w ere  d e s i g n e d  t o  v a r y  from  i t o  5 a c c o r d i n g

t o  L i k e r t ' s  & * p o i n t  s c a l e  a s  n o t e d  e a r l i e r .  So t h e  r a n g e  o f

variation seems to be small.

SIEGEL, SIDNEY, N o n - P a r A f i t « i c  S t a t i s t i c s  f o r  t h e  B e h i iv i o u g a l  
S c i e n c e s .  U c G r a w -H i l l  Kogakusha L t d . ,  Tokyo, 1 95 6 ,  p. 31*
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CHAPTER -  3

THE SITUATION APPRAISAL Of NATIONALISED 
INDUSTRIES IN BANGLADESH

3.1 qS ipd ya trU l Pflvaigoni.gnt
B i f i q U d f a h

B a n g la d e s h  emerged as  an I n d e p e n d e n t  c o u n t r y  on December I 6 f  

197|« The g e o g r a p h i c a l  a r e a  n o «  c o m p r i s i n g  B a n g la d e s h  i s  weU<*)inown 

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

and t h e  abundant  s u p p l y  o f  l a b o u r  r e s u l t i n g  i n  th e  e a r l y  g r o w th  o f  

i n d u s t r i e s _ b a s e d  on a g r i c u l t u r a l  raw p a t e r i a l s «  But t h e  a r e a  r e ia a i -  

ned u n d e v e l o p e d  In t r a d e *  comtnercet I n d u s t r y  and a g r i c u l t u r e  d u r i n g  

t h e  B r i t i s h  p e r i o d  b e c a u s e  s h e  t u r n e d  o u t  t o  b e  t h e  h i n t e r l a n d  f o r  

s u p p ly  o f  raw m a t e r i a l s  f o r  t h e  g r o w t h  o f  i n d u s t r i e s  l o c a t e d  i n  and 

around  C a l c u t t a *  A l th o u gh  B a n g la d e s h  p r o d u c e d  raost o f  i m p o r t a n t  raw 

m a t e r i a l s  i n c l u d i n g  70 p e r c e n t  o f  t h e  t o t a l  raw J u t e  and e n j o y e d  a 

w o r ld  m o n o p o ly  o f  f i n e r  q u a l i t y  o f  j u t e ,  y e t  n o t  a s i n g l e  j u t e  m i l l  

was s e t  up i n  t h i s  r e g i o n  d u r i n g  t h e  B r i t i s h  r u l e * ^  The J u t e  I n d u s 

t r y  was a l m o s t  w h o l l y  l o c a l i s e d  in  toest B en ga l  and drew t h e  m a j o r
2

l a b o u r  s u p p ly  from o t h e r  p r o v i n c e s *

As a p a r t  o f  P a k i s t a n ,  B a n g la d e s h  i n  1947 s t a r t e d  w i t h  t h e  

p o o r e s t  i n d u s t r i a l  b a s e  i n h a r i t i n g  10 c o t t o n  t e x t i l e  f a c t o r i e s ,  49 

s e a s o n a l  J u t e  b a i l i n g  p r e s s  i n c l u d i n g  27 p u c c a  p r e s s e s ,  58 s m a l l

 ̂ ISLAM, SHAMSUL, £ u b i L c C o r j i Q  r a t i  o n e  i n  B a n g l a d e s h * L o c a l  Governm ent  
I n s t i t u t e ,  D a c c a ,  197 5 ,  p * 26*

^ HaBIBULLaH, md« ,  f en n L ov ee -C en tered  S u Q e r v l s l o n  and P r o d u c t i v i t y  i n  
t h e  J u t e  I n d u s t r y .  Bureau o f  B u s i n e s s  R e s e a r c h ,  U n i v e r s i t y  o f  D a c c a ,  
p ,  159 .
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r i c e  n l l l s t  3 s u g a r  1 cem ent  f a c t o r y ,  n o t  a s i n g l e  j u t e  m l l l «

i r o n  and s t e e l  p l a n t t  p a p e r  m i l l ,  c o a l  m i n e ,  c h e m i c a l  o r  h y d r o 

e l e c t r i c  p r o j e c t * ^  In t h e  e a r l y  5 0 * s » h e r  i n d u s t r i a l  b a s e  v^as 

a l m o s t  n o n - e x i s t e n t . ^  Between 1947 and 1971 ,  B a n g la d e s h  made c o n s i 

d e r a b l e  p r o g r e s s  i n  t h e  d e v e l o p m e n t  o f  i n d u s t r i e s .  The I n d u s t r i a l  

p o l i c y  o f  1948^ l a i d  down t h a t  i n d u s t r i a l i z a t i o n  was t o  b «  c a r r i e d  

th r o u g h  p r i v a t e  e n t e r p r i s e s  t o g e t h e r  w i t h  s u i t a b l e  m e a s u r e s  t o  b e  

taken by t h e  G overnment  from t im e  t o  t im e  f o r  p r o c e s s i n g  t h e  a v a i 

l a b l e  raw m a t e r i a l s  i n t o  f i n i s h e d  p r o d u c t s  f o r  w hich  t h e r e  was an 

a s s u r e d  m arket  a t  home and a b r o a d .  The r e v i s e d  p o l i c y  an n ou n ced  In  

1 9 5 6 ' a t t a c h e d  h i g h e s t  p r i o r i t y  t o  , e s s e n t i a l  and e x p o r t  p o t e n t i a l
■“ 6 I II ' ' ' ''industries* I t  also emphasized the d ivers i f ication  of industries 

as well as standardisation of industrial products* Measures adopted 

by the then Governments for promotion of industries included, oaong 

others, import o f  required materials, supply of power, machineries 

and equipmentSf spares and componentst provision of transport and

communication, etc .  Both private and public sectors were encouraged* 

The Government's attitude towards private industry had been increa
singly sympathetic.^

^ AHUEO, NAFIS, An Economic  G eograp hy  o f  £ a s t  P a i f l s t a n .  2nd £ d » ,
London ,  O x f o r d  U n i v e r s i t y  P r e s s ,  196 8 ,  p . 2 l 6 .

*  ALAMGla,  M. and aAHMAN, A . ,  S a v i n g *  i n  B a n g l a d e s h  I 19S9 /6Q *  
196Q/7Q * B a n g la d e s h  I n s t i t u t e  o f  D « v e l o p m e n t  S t u d i e s *  D a c c a ,
1974 ,  p . 118 .

^ MINISTRY OF INDUSTRIES, GOVERNMENT OF PAKISTAN, Th» I n d u s t r i a l  
P o l i c v  S ta te m e n t  o f  194 8 .

^ MINISTRY OF INDUSTRIES, GOVERNHEKT OF PAKISTAN, The R e v la e d  
P g U c Y  o f  i 9 5 6 .

’  IftATERSTON, ALBERT, P l a n n i n g  In  P a k i s t a n  t O r o a n l i a t l o n  and Im o l  —
m e n t a t i o n . The J o h n s  Hopkin-- P r e s s t  B a l t i m o r e  (USA) ,  (C )  1 9 6 3 , p « l140,
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To h a s te n  t h e  p r o c e s s  o f  I n d u s t r i a l  d e v e l o p m e n t ,  the  G o v e m ia e n t  

e s t a b l i s h e d  t h e  P a k i s t a n  I n d u s t r i a l  D e ve lo p m e n t  C o r p o r a t i o n  (PIDC)
g

w hich  s t a r t e d  f u n c t i o n i n g  i n  J a n u a r y ,  1 9 5 2 .  I t s  main o b j e c t i v e  was 

t o  p r o m o t e  15 s p e c i f i e d  i n d u s t r i e s  i n  t h e  p r i v a t e  s e c t o r .  Hotvevor,
9

h e r  m a jo r  o b j e c t i v e s  w ere  the  f o l l o w i n g *

F i r s t l y ,  to  e s t a b l i s h  i n d u s t r i e s  i n  such  s e c t o r s  a s  J u t e ,  

c o t t o n ,  t e x t i l e s ,  s u g a r ,  f e r t i l i z e r ,  p a p e r  and p a p e r b o a r d ,  p h a m a -  

c e u t l c a l s ,  d y e - s t u f f s ,  ceraent ,  e t c *  where  p r i v a t e  i n i t i a t i v e  was 

n o t  f o r t h c o m i n g  a d e q u a t e l y }  s e c o n d l y ,  t o  e n c o u r a g e  t h e  p r i v a t e  

e n t e r p r i s e s  to  c o l l a b o r a t e  w i t h  t h e  PIDC in  t h e  g r o w t h  and d e v e l o p 

ment o f  i n d u s t r i e s  ^ d „ f i n a l l y ,  t o  make d i s i n v e s t m e n t  o f  c o m p l e t e d  

e n t e r p r i s e s  i n  f a v o u r  o f  p r i v a t e  s e c t o r  th u s  r e v o l v i n g  p r i v a t e  

s e c t o r  fu n d s  f o r  B a l a n c i n g ,  M o d e r n i z a t i o n  and R e p la ce m e n t  (BMl) 

and Expans ion  Programroe o f  t h e  e x i s t i n g  e n t e r p r i s e s *

A f t e r  t h e  o p e r a t i o n  o f  PIDC, p r i v a t e  e n t e r p r e n e u r s  f o u n d  g r e a t  

i n t e r e s t  i n  s e t t i n g  up i n d u s t r i e s  i n  c o l l a b o r a t i o n  w i t h  the  c o r p o r a 

t i o n .  upto  F e b r u a r y ,  1962 ,  t h e  PIDC e s t a b l i s h e d  53 p r o j e c t s  e i t h e r  

on i t s  own a c c o u n t ,  o r  i n  p a r t n e r s h i p  w i t h  p r i v a t e  e n t e r p r i  l t i

i n v e s t m e n t  i n  b o t h  c o m p l e t e d  and o n - g o i n g  p r o j e c t s * ^ ^ ^ ^ ^ e  then  East  

P a k i s t a n  amounted t o  

o f  >'lupees 2 4 . 1 3  c r o r e .

P a k i s t a n  amounted t o  :^upees 8 9 . 9 9  c r o r e  i n c l u d i n g  p r i v a t e  i n v e s t m e n t
11

8 a k h t e r ,  S .M . ,  P a k i s t a n  » egBnoajt ,  v o i .  i & i i ,  P a r t - i ,
L a h o r e ,  P u b l i s h e r s  U n ite d  L t d . ,  196 7 ,  p .  10 .

^ C h a r t e r  o f  PIDC.  q u o te d  i n  P a k i s t a n ,  1 9 3 5 - 5 6 ,  P a k i s t a n  P u b l i c a t i o n s i  
K a r a c h i ,  A u g u s t ,  195 6 ,  p .  119*

MINISTRY OF FINANCE, GOVERNMENT OF oMfTcTAM^ Economic  Survey  o f  
P a k i s t a n  ( 1 9 6 1 » 6 2 ) .  Economic  a d v i s e r  t o  the  Governm ent  o f  P a k i s t a n ,  
R a w a l p i n d i ,  p . 37 .

I b i d . ,  p . 39 .
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Th« b i f u r c a t i o n  o f  PIDC o a d e  i n  1962 r e s u l t e d  i n  an i n c r e a s e

in  t h e  r a t e  o f  c a p i t a l  i n v e s t m e n t  from Rs .  49*39  m i l l i o n  i n  196 0 -6 1

t o  3 3 5 .2 8  m i l l i o n  i n  196 8 -6 9  and th e  a v e r a g e  annual  i n v e « t m e « t

i n  p u b l i c  s e c t o r  d u r i n g  the  EPIDC p e r i o d  was a ^ o u t  Rupees  2 23 * 92

m i l l i o n  a g a i n s t  Rupees 6 7 . 3 8  m i l l i o n  d u r i n g  t h e  t im e  o f  f o r m e r  
12PIDC. The c o r p o r a t i o n  h ow ever t  u n d e r t o o k  a l e a d  i n  th e  i n d u s t r i a l

d e v e l o p m e n t  i n  th e  r e g i o n .  D u r in g  t h e  f i v e  y e a r  p e r i o d  e n d i n g  i n
131970t i t s  s h a r e  i n  t o t a l  i n v e s t m e n t  vnas o v e r  h a l f .

PIDC and l a t e r o n  E. P a k i s t a n  I n d u s t r i a l  D e v e lo p m e n t  C o r p o r a t i o n  

_J£PIDC) p l a y e d  a v e r y  i m p o r t a n t  r o l e  i n  th e  g r o w th  and d e v e l o p Q o n t
’ I, -

o f  i n d u s t r i e s  i n  th e  f o r m e r  E a s t  P a k i s t a n .  In  r e s p e c t  o f  i n d u s t r i a l  

i n v e s t m e n t *  a c o n s i d e r a b l e  p o r t i o n  i n  East  P a k i s t a n  was owned by t h e  

n o n * B e n g a l e e  e n t e r p r e n e u r s *  B a n g la d e s h  owned a b o u t  34 p e r c e n t  and 

53 p e r c e n t  o f  f i x e d  a s s e t s  i n  J u t e  and c o t t o n  t e x t i l e  i n d u s t r i e s  

r e s p e c t i v e l y *  and o u t s i d e  t h e s e  two i n d u s t r i e s *  t h e r e  were  o n l y  z i x  

B a n g l a d e s h e e s  who owned e n t e r p r i s e s  w i t h  a s s e t s  w o rth  a b o v e  Tk .  2*5  

m i l l i o n . ^ ^  Though B a n g a le e  e n t r e p r e n e u r s  made c o n s i d e r a b l e  p r o g r e s s  

i n  sm a l l  and medium i n d u s t r i e s  and though  t h e s e  i n d u s t r i e s  w ere  

h i g h l y  p r o f i t a b l e  t o  t h e  p r i v a t e  ow ners*  t h e y  were g e n e r a l l y  i n e f f l *  

c i e n t  and s o c i a l  r e t u r n  was low  and* i n  some c a s e s *  even n e g a t i v e *  

Mith the  e m e rg e n ce  o f  B a n g la d e s h *  t h e  r o l e  o f  p u b l i c  s e c t o r  i n  t h e

£ p ; p c , , P r g g r t i s , Hacca* 1970* p . i i .

KHAN* A2IZUR RAHMAN, The Econopv Of B a n g l a d e s h . The M cro i l lan  Co*
Ltd**  London* 1972* p*72*

AHMED* QAZI KHOLI QUZZAMAN* 
d esh  I An O v e r v i e w ’** o n .  c l t - .  p * 3 9 0 .
AHMED* QAZI KHOLIqUZZAMAN* "The  M a n u f a c t u r i n g  S e c t o r  o f  B a n g l a -

I b i d * *  p *408 *
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I n d u s t r i a l  d e v e l o p m e n t  o f  B a n g la d e s h  had g r e a t l y  i n c r e a s e d  and t h «  

w h o le  p a t t e r n  o f  i n d u s t r i a l  o w n e r s h ip  and p o l i c y  a l s o  had u n d e r g o n e  

r a d i c a l  ch a n g e  s i n c e  th e  Government to o k  o v e r  a l l  I n d u s t r i e s  aban

doned  by P a k i s t a n  and o t h e r  a b s e n t e e  o w n e r s  and n a t i o n a l i s e d  t h e  

m a j o r  l a r g e ^ ' s c a l e  m a n u f a c t u r i n g  i n d u s t r i e s  o f  t h e  c o u n t r y  su ch  a t

j u t e t  c o t t o n  t e x t i l e s t  sugar*  s t e e l  and c h e m i c a l  on 30th  M arch ,  1972
16u n d e r  t h e  N a t i o n a l i  z a t i o n  O rd e r*

The Governm ent  s e t  up e l e v e n  s e c t o r  c o r p o r a t i o n s  one  e a c h  f o r  

J u t e  M i l l s *  T e x t i l e  U l l l s t  Sugar  H i l l s *  S t e e l  H i l l s *  E n g i n e e r i n g

and S h i p b u i l d i n g *  P a per  and P a p e r  Board*  Food and A l l i e d  P r o d u c t s *
, ■ ~ i 
Gas* O i l  and M i n e r a l *  and F e r t i l i z e r *  C h e n l c a l  and P h a r m a c e u t i c a l s *

Then, t h e  Governm ent  t o o k  o v e r  the  roanag«>n>ent o f  t h e  abandoned

I n d u s t r i a l  u n i t s  mith  a s s e t s  ttorth a b o u t  Tk« 1*5 r a i l l i o n . ^ ^  As a

r e s u l t *  ab o v e  85  p e r c e n t  o f  t h e  a s s e t s  i n  t h e  modern i n d u s t r i a l
18e n t e r p r i s e s  came u n d e r  p u b l i c  management and o w n e r s h i p *  C o n se 

q u e n t ly *  a b o u t  359 i n d u s t r i a l  e n t e r p r i s e s  w ere  p l a c e d  u n d e r  t h e  

management o f  11 s e c t o r  c o r p o r a t i o n s  and a b o u t  373 abandoned  I n d u s *

t r i a l  u n i t s  w ere  p l a c e d  under  the  management o f  D i s i n v e s t m e n t  Board*
19Sena tCaiVan S angstha  and Freedom F r i g h t e r  F o u n d a t i o n *

B a n g la d e s h  I n d u s t r i a l  E n t e r p r i s e s  ( N a t i o n a l i z a t i o n )  O r d e r ,  1972 
T P r e s i d e n t * s  O rd er  No* 27 o f  1 9 7 2 ) ,  The B a n g la d e s h  G a z e t t e e *
March 26* 1972*
As p e r  d e c i s i o n  taken a t  t h e  C a b i n e t  M e e t i n g  h e l d  i n  D acca  on 
February  28* 1972 .

AHMED, QAZI KK0LI(JU22AMAN, " A s p e c t s  o f  th e  Management o f  N a t i o n a 
l i s e d  I n d u s t r i e s  i n  B a n g l a d e s h " *  The B a n g l a d e c h P e v c lo Q m e n t  
S t u d i e s * V o l*  1 1 * No* 3* Dacca* J u l y  1974* p * 6 7 7 .

C f ,  Annual S c D o r t s  o f  t he . S e c t o r  C o r p o r a t i o n s .  Pi s i a ^ a i i a e l L t  
and ?epa Kaiyan, ?a,riqittia.J.pr Yeaft, 4974-tja*
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th e
Zn 1 9 7 6 , / G o v e r n m e n t  d e c i d e d  t o  d l s l n v e s t  s m a l l  I n d u s t r i a l  u n i t s  

t o  t h e  p r i v a t e  e n t e r p r i s e s  and th e  s e c t o r  c o r p o r a t i o n s  w e re  r e - o r g a -  

n i t e d  t h r o u g h  araa lgana t ion  r e d u c i n g  t h e i r  number t o  7 among w h ich  

f i v e ,  v i z . ,  BJMC, BTCAC, BSFIC, BCIC and BSEC en g age d  i n  m a n u fa c t u 

r i n g  had been s e l e c t e d  a s  t h e  a r e a  o f  the  s t u d y  b e c a u s e  t h e s e  

n a t i o n a l i s e d  I n d u s t r i e s  used  t o  p l a y  a v e r y  i m p o r t a n t  r o l e  i n  t h e  

i n d u s t r i a l  d e v e l o p m e n t  o f  t h e  c o u n t r y .  The s h a r e  o f  p u b l i c  owner

s h ip  o f  th e  t o t a l  i n d u s t r i a l  a s s e t s  o f  B a n g la d e s h  I n c r e a s e d  from 36
20p e r c e n t  b e f o r e  l i b e r a t i o n  t o  83  p e r c c n t  a f t e r  l i b e r a t i o n *

However ,  t h e  p r e c e e d i n g  o v e r v i e w  r e v e a l s  t h a t  d u r i n g  t h e  p e r i o d  

o f  PIDC and mEPIDC, 74  i n d u s t r i a l  u n i t s  o f  Tk. 2 4 1 7 . 2 6  r a i l l l o n ^ ^  « fere

e s t a b l i s h e d  i n  t h e  p u b l i c  s e c t o r  and 11 e n t e r p r i s e s  o f  T k » 1 8 4 « s 6
22m i l l i o n  w e re  c o m p l e t e l y  d i s i n v e s t e d .  On th e  o t h e r  hand,  f o l l o w i n g  

t h e  i n d u s t r i a l  p o l i c y  o f  1 9 7 5 ,^ ^  from 1 9 7 2 /7 3  t o  1 9 8 1 - 8 2 ,  14 e n t e r 

p r i s e s  w ere  s e t  up a t  a t o t a l  c o s t  o f  Tk. 8 7 3 6 . 9 6  m i l l i o n  u n d e r  t h e
23s e l e c t e d  5 ( f i v e )  s e c t o r  c o r p o r a t i o n s  and 162 i n d u s t r i a l  u n i t s

24w ere  d i s i n v e s t e d  up t o  1980 a t  a t o t a l  s a l e  p r i c e  o f  T l c .6 .7 3  c r o r e *

52

^  SOBHaN, SEKMAN, " N a t i o n a l i s e d  I n d u s t r i e s  i n  B a n g l a d e s h  > Back
ground  and P r o b l e m s ’*. The. Econofli ic  D e v e lo o m e n t  o f  B ana ladA sh  ^  
S o c i a l i s t  F ra a e w o rk > ( E d . )  R o b i n s o n ,  E .A .G .  and G r i f f i n ,  K e i t h ,
The M acm i l lan  C o . ,  London ,  1 97 4 ,  p p .  1 8 1 - 1 8 5 .

EAST PAKISTAN INDUSTRIAL DEVELOPMENT CORPOrlATION, P f o a r e a f i  R e p o r t . 
1 9 6 5 - 6 6 ,  D a c c a ,  1967 ,  p p .  4 9 - 5 0  and EAST PAKIST.W INDUSTiUAL 
DEVELOPMENT CORPG.^ATIC^, EPIDC a t  WarlL_» 1952-7(1 .  D a c c a ,  1970 ,  
p p . 2 -6 .

EAST PAKISTAN INDUSTRIAL DEVELOPMENT CCRPOilATION, P f o a r e a s  R e o o r t -  
1 9 6 8 - 6 9 . D a c c a ,  1970 ,  p p .  5 6 - 5 9 . .

23 V i d e  O f f i c i a l  R e c o r d s  o f  t h e  P l a n n i n g  and D e v e lo p m e n t  S e c t i o n s  
u nd er  BJMC, BTMC, BSFIC, BSEC and BCIC f o r  t h e  p e r i o d  u n d e r  s t u d y .

PLANNING COMMISSION, GOVERNMBiT OF THE PEOPLE'S REPUBLIC OF 
BANGLADESH, Tht P.lafti . o p . c i t , ,
p . X l I l - 1 3 6 .
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3*2 Manaq>m»nt P a t t e r n  o f  thg N a t i o n a l i s e d  I n d u s t r i e *

The p r e s e n t  s e c t o r  h i g h l i g h t s  t h e  management p a t t e r n  o f  t h «

n a t i o n a l i s e d  i n d u s t r i e s  t o g e t h e r  w i t h  t h e i r  d e c i s i o n - m a k i n g  s t a g e s

and l e v e l s *  The management I s  c h a r a c t e r i s e d  by a t h r e e - t i e r  s y s -

temi th e  c o n c e r n e d  M i n i s t r y t  S e c t o r  C o r p o r a t i o n s  and E n t e r p r i s e
25Managefoent and t h e  t i e r s  a r e  i m p o r t a n t  d e c ! s l o n - r a a k t i n g  l e v e l s *

The M i n i s t r y  r e p r e s e n t s  t h e  h i g h e s t  a u t h o r i t y  o f  d e c i s i o n - m a k i n g .

I t  e x e r c i s e s  a u t h o r i t y  f o r  m anaging  them and a c t s  a s  t h e i r  ow ner  

on b e h a l f  o f  t h e  n a t i o n .  K e e p in g  i n  v i e w  t h e  n a t i o n a l  I n t e r e s t ,

I t  f o n n u i a t e s  p o l i c i e s  f o r  t h e  c o r p o r a t i o n s  and t h e  e n t e r p r i s e s *

I t  I s  a c c o u n t a b l e  f o r  t h e  u l t i m a i e  w o r k in g  o f  t h «  i n d u s t r i e s  to  t h e _  

J a t l y a  Sangsad ( N a t i o n a l  P a r l i a m e n t )  and t h r o u g h  I t  t o  th e  p e o p l e  

o f  the c o u n t r y .

The S e c t o r  C o r p o r a t i o n s ,  t h e  s e co n d  i m p o r t a n t  d e c i s i o n - m a k i n g  

l e v e l ,  work u n d e r  the p o l i c y  g u i d a n c e  and s u p e r v i s i o n  o f  t h e  c o n 

c e r n e d  M i n i s t r y  and a r e  a c c c u n t a b l e  t o  I t .  They run t h e  e n t e r p r i s e s  

p l a c e d  u n d e r  t h e i r  c o n t r o l  and j u r i s d i c t i o n  by Government o r d e r *

The r e s p o n s i b i l i t i e s  o f  a s e c t o r  c o r p o r a t i o n  a r e  s t a t e d  b e l o w t ^ ^

1 ) t o  o p e r a t e  on c o m m e r c ia l  c o n s i d e r a t i o n ,  h a v in g  due  r e g a r d  t o  

n a t i o n a l  i n t e r e s t s *  i n  t h e  m o s t  e f f i c i e n t  and e c o n o m i c  manner* 

w i t h i n  t h e  p o l i c y ,  framework and g u i d a n c e  g i v e n  by t h e  G overnm ent }

AHMED, QAZi KHOLlqUZZAMAN,  " A s p e c t s o f  t h e  Management o f  N a t i o n a 
l i s e d  I n d u s t r i e s  i n  B a n g l a d e s h " ,  c l t * .  p * 6 8 7 .

CABINET SECflETAaiAT, CABINET DIVISION, G u i d e l i n e s  on t h e  R e l a t i o n -  
s ^ P  betw een  G overnm ent  «nd Autonomous B o d i e s *  C o r p o r a t i o n s  and 
t h e _ A u t onomous B o d i e s  ^ C o r p o r a t i o n s  and E n t e r p r i s e s  u n d e r  them. 
D a c c a ,  May IS ,  1976 ,  p . I .
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i i )  t o  c o n t i n u o u s l y  s t r i v e  t o  Im p r o v e  i t s  p e r f o m a n e e s  f o r  a t t a i 

n in g  b e t t e r  r e s u l t s t

i l l )  t o  earn  a d d i t i o n a l  r e v e n u e  f o r  t h e  G overnm ent  and

i v )  t o  c o n v e y  t o  t h #  G overnm ent  any m a t t e r  w h i c h ,  i n  t h e  c o r p o r a *  

t i o n *8  v i e v f ,  shVuId be  p r o v i d e d  f o r  t h r o u g h  a p o l i c y  d e c i s i o n  

o r  by r e v i s i o n  o f  an e x i s t i n g  p o l i c y *

As s u c h ,  t h e  C o r p o r a t i o n s  had been  s e t  up f o r ' ' c o n t r o l ,  c o o r d i 

n a t i o n  and s u p e r v i s i o n  o f  t h e  a c t i v i t i e s  and b u s i n e s s  a f f a i r s  o f  t h e  

s c h e d u l e d  i n d u s t r i a l  e n t e r p r i s e s  p l a c e d  u n d e r  them and f o r  e x e r c i s i n g

s u c h .p d w e r s  o f ^ t h e  Government  a s  t h e  Government_,.nay d e l e g a t e  t o
-  2 7 :  ■

"theffl**!^ There  i s  a Board  o f  D i r e c t o r s  f o r  e a c h  o f  t h e  C o r p o r a t i o n s *

T h is  Board  i s  r e s p o n s i b l e  f o r  g e n e r a l  d i r e c t i o n  and adiaini s t r a t i  on o f

t h e  a f f a i r s  and b u s i n e s s  o f  a c o r p o r a t i o n  and may e x e r c i s e  a l l  pov^ers

and do a l l  w orks  and t h i n g s  w h ich  may be  e x e r c i s e d  o r  done  by t h e  
28C o r p o r a t i o n .

The t h i r d  l e v e l  i s  a t  th e  managetnent o f  e n t e r p r i s e s  w h ich  a r d  

t h e  p r o d u c t i v e  i n d u s t r i a l  u n i t s  o f  t h e  r e s p e c t i v e  c o r p o r a t i o n s *  

e n t e r p r i s e  i s  oianaged by a B oard  c o n s i s t i n g  o f  t h e  e n t e r p r i s e  c h i e f  

e x e c u t i v e ,  and r e p r e s e n t a t i v e s  o f  t h e  C o r p o r a t i o n *  C o n t r o l l i n g  

c A i n i s t r y ,  M i n i s t r y  o f  F in a n c e  and B ankers*  The Board  e n j o y s  w i d e r  

p o w e r s  and a u t h o r i t y  t o  d i s c h a r g e  i t s  r e s p o n s i b i l i t i e s *  The c h i e f  

e x e c u t i v e  i s  r e s p o n s i b l e  f o r  r u n n in g  t h e  e n t e r p r i s e  w i t h  such  a u t h o 

r i t y  and o p e r a t i o n a l  freedom  as  I s  d e l e g a t e d  by t h e  c o r p o r a t i o n .  O f

A r t i c l e  1 7 ( a )  a s  amended by P . O .  No* 131 o f  t h e  B a n g l a d e s h  
I n d u s t r i a l  S n t e r a r l s e s  ( N a t i o n s v s a U o n l  O r d e r .  1^12 t P r e s l d e n t * s 
O rd er  N o .  2 7 ) ,  2 6 th  M arch,  1972 .

A r t i c l e  i l  o f  P r e s i d e n t ' s  O rd e r  Mo* 27 o f  March 2 6 ,  1 9 7 2 .
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c o u r s s f  t h e r e  i s  l i t t l e  s c o p e  f o r  d e c e n t r a l i z a t i o n  o f  a u t h o r i t y  from 

t h e  c o r p o r a t i o n  t o  t h e  e n t e r p r i s e  nanageraent* S in c e  t h e  C h a i m a n  o f  

t h e  E n t e r p r i s e  Management Board  i s  a s e n i o r  o f f i c i a l  o f  the  c o r p o r a *  

t i o n ,  t h e  Board  i t s e l f  i s  v e r y  much u n d e r  d i r e c t  c o n t r o l  o f  th e

c o r p o r a t i o n .  The r e s p o n s i b i l i t i e s  o f  an e n t e r p r i s e  a r e  s t a t e d

w , 29b e l o w i

i )  t o  o p e r a t e  on c o m m e r c i a l  c o n s i d e r a t i o n s ^  h a v in g  th e  r e g a r d  t o  

t h e  n a t i o n a l  i n t e r e s t s f  i n  t h e  m o s t  e f f i c i e n t  and e c o n o m i c  

manner w i t h i n  t h e  p o l i c y  framevsoric and g u i d e l i n e s  p r e s c r i b e d  

i n  t h e  r u l e s  and r e g u l a t i o n s  c o n s t i t u t e d  by t h e  c o r p o r a t i o n  

and the|,Government.  ,1 ,

i i )  t o  c o n t i n u o u s l y  s t r i v e  t o  i m p r o v e  i t s  p e r f o r m a n c e  f o r  a t t a l *  

ning .  b e t t e r  r e s u l t s }

i i i )  t o  earn  a d d i t i o n a l  r e v e n u e  f o r  th e  Governm ent  and

i v )  t o  earn  more f o r e i g n  e x c h a n g e  a t  minimum s a c r i f i c e .

The f o l l o w i n g  o b s e r v a t i o n s »  howeveXf can  be  made from t h e  a b o v e  

d i s c u s s i o n s  on th e  management p a t t e r n  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  

u nd er  s t u d y i

F i r s t l y t  t h e  p o w e r s  and r e s p o n s i b i l i t i e s  o f  th e  t h r e e  t i e r s  

have  n o t  been  c l e a r l y  s p e l l e d  o u t .  C o n s e q u e n t l y ,  i m p l e m e n t a t i o n  o f  

r e s p o n s i b i l i t y  a c c o u n t i n g  and b u d g e t i n g  becom e d i f f i c u l t  and t h e  

c o n c e p t  o f  a c c o u n t a b i l i t y  g e t s  c o n f u s e d ]

OQ
" G u i d e l i n e s  on th e  R e l a t i o n s h i p  be tw een  Governm ent  and Autoncmouo 

B o d i e s *  C o r p o r a t i o n s  and C o r p o r a t i o n s  and i^utonomous B o d i e s  and 
C o r p o r a t i o n s  and E n t e r p r i s e s  u n d e r  them” , d t » «  p . 8 «
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S e c o n d l y ,  c o r p o r a t i o n *  a r «  u n d e r  b u r e a u c r a t i c  and s t r i c t  c o n 

t r o l  o f  th e  c o n t r o l l i n g  M i n i s t r i e s  front w h i c h  t h e y  a r e  to  r e c e i v e  

g u i d a n c e  and I n s t r u c t i o n s *  C o r p o r a t i o n s  a r e  n o t  a b l e  t o  p r o v i d e  

e f f e c t i v e  g u i d a n c e  t o  e n t e r p r i s e s  n o r  can t h e y  e f f e c t i v e l y  t a c k l e
30t h e  p r o b l e m s  o f  e n t e r p r i s e s  and keep  w atch  on t h e i r  p e r f o r m a n c e s *

T h i r d l y *  e n t e r p r i s e  managements  do n o t  e n j o y  a d e q u a t e  a u t h o r i t y  

f o r  making d e c i s i o n s  on v a r i o u s  a s p e c t s  and I f f lp l e m e n t a t i o n s  and c o n 

t r o l  t h e r e o f *  Lack o f  a u t h o r i t y  i s  n o t  o n l y  r e s e n t e d  by e n t e r p r i s e  

fflanagementf b u t  i t  i s  a l s o  used  by them a s  an e s c a p e  c l a u s e  f o r  

d e f a u l t s  i n  p e r f o r m a n c e *  As a p r o d u c t i v e  u n i t *  th e  e n t e r p r i s e  i s  

v e r y  much i n  n e e d  o f  t h e  a u t h o r i t y  f o r  d e c t s l o n - n a k i n g  and c o n t r o l  

p u r p o s e *  b u t  un d er  t h e  p r e s e n t  management p a t t e r n ,  t h i s  v i t a l  p o i n t  

has  been m i s s e d *  R u le s  o f  b u s i n e s s  f o r  t h e  n a t i o n a l i s e d  s e c t o r  a r e  

y e t  t o  emerge o u t  o f  c o n f u s i o n s  and c o n t i n u e d  a d - h o c  a r r a n g e m e n t  work 

i s  t h e  d o m i n a t i n g  f e a t u r e .

F o u r t h l y *  p e r f o r m a n c e  m easurem ent  o f  t h e  n a t i o n a l i s e d  e n t e r -
32p r i s e  h as  been  a p r o b le m  b e c a u s e  a p p r o p r i a t e  c r i t e r i a  hav e  n o t  

been d e v e l o p e d  f o r  e v a l u a t i n g  and m e a s u r in g  t h e  p e r f o r m a n c e s o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s  and

^  AHMED, Q*K*« *The Management o f  t h e  N a t i o n a l i s e d  I n d u s t r i e s  S e c t o r  
o f  B a n g l a d e s h i  Some Comments on t h e  F i r s t  F i v e  Y e a r  P lan  P r o p o s a l s " *  
P a p e r  p r e s e n t e d  a t  B a n g la d e s h  Economic  A a sQ C i^ t lo n  C o n f e r e n c e  on 
t h e  F i r s t  F i v e  Y ear  Plan o f  B a n g la d e s h  h e l d  in  D acca*  March 1 7 -2 0 *  
1974*
SOBHAN, afcHMAN and aHMaD, m u z a FFAH* P u b l i c  E n t e r p r i s e  i n  an I n t e r -  
a e d l a t e  Re^^iiae i A Study i n  the  P n l i U c a l  Economy o f  B a n g la d e s h *  
o p * c i t * *  p*441*

32 Ra h i m ,  a . m . a . *  * B e t t e r  Management o f  N a t i o n a l i s e d  I n d u s t r i e s i  
S earch  f o r  e r f o r m a n c e  M easurem ent” * B a n g l a d e s h  Economy P r o b l e n a  
and I a s u e s  ( E d . ) ,  U n i v e r s i t y  P r e s s  L t d . ,  Dacca* B a n g la d e s h *  1977* 
p .  262*
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F i f t h l y ,  the  n a t i o n a l i s a t i o n  programme h as  b r o u g h t  the  f u n c t i o n s  

o f  p r o d u c t i o n  un d er  t h e  d i r e c t  c o n t r o l  o f  t h e  Governm ent*  But  t h e  

p r e « o c c u p a t i o n  o f  t h e  Governm ent  w i th  t h e  t r a d i t i o n a l  f u n c t i o n s  o f  

c i v i l  and m i l i t a r y  n a t u r e  has  r e s u l t e d  i n  a l a c k  o f  c o n c e r n  on t h e  

p a r t  o f  th e  Government t o  a t t e n d  t o  the  p e r s i s t e n t  p ro b le n ts  l i k e  

i n e f f e c t i v e  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  f u n c t i o n s *  l a c k  o f  

e f f e c t i v e  m a n a g e r i a l  e n t e r p r i s e  c o n t r o l  s t r u c t u r e ,  l a c k  o f  e f f e c t i v e  

p l a n n i n g  and programme f o r  p e r s o n n e l  d e v e l o p m e n t  and a b s e n c e  o f  

a p p r o p r i a t e  p o l i c i e s  r e g a r d i n g  l a b o u r  and p r i c i n g  o f  p r o d u c t s ^ ^  and 

i n s p i t e  o f  r a p i d  grow th«  i t  showed a d e c l i n i n g  t r e n d  in  th e  e f f i c i e n c y

o f  th e  I n d u s t r y i
:  ̂ ■ j I

3*3 <4ccQunting System i n  th e  N a t i o n a l i s e d  I n d u s t r i e s

A c c o u n t i n g  system t h a t  was p r a c t i s e d  d u r i n g  p r e * l i b e r a t i b n  

p e r i o d  i n  t h e  i n d u s t r i e s  s e t - u p  by the  f o r m e r  EPIDC had been  a d o p t e d  

l a t e r  on by the n a t i o n a l i s e d  i n d u s t r i e s  i n c l u d i n g  t h e  I n t e g r a t e d  

A c c o u n t i n g  System f o r  a l l  t h e  i n d u s t r i e s  i n  B a n g la d e s h *  The e n t e r *  

p r i s e s  u n d e r  th e  s e c t o r  c o r p o r a t i o n s  f o l l o »  t h e  I n t e g r a t e d  A c c o u n t i n g  

System ( I . A . S . )  which  I n t e g r a t e s  f i n a n c i a l  a c c o u n t in g  jn d  c o s t  a c c o u n 

t i n g  i n f o r m a t i o n  i n  th e  same s e t  o f  l e d g e r .  T h i s  system  was i n t r o -
35duced  t o  s e r v e  p u r p o s e s  l i k e  t h e  f o l l o w i n g s

AHMED, QAZI KHOLIqUZZAMAN, "The M a n u f a c t u r i n g  S e c t o r  o f  B a n g l a d e s h i  
An O v e r v i e w " ,  o o . c i  t . «  p .  4 0 7 ,

AHMED, QAZI KHCLlqUZZAMAN, "The  J u t e  M a n u f a c t u r i n g  I n d u s t r y  o f  
B a n g la d e s h  ( 1 9 4 7 - 1 9 7 4 ) * ,  UncmbiLahed P h . P .  T h e s i s .  The London 
S c h o o l  o f  E co n o m ics  and P o l i t i c a l  S c i e n c e ,  London U n i v e r s l t y ,  1 9 7 6 .

35 e a s t  PAKISTAN INDUSTRIAL DEVELOPKEKT COilPOtiATION (E P iD C ) ,  
Intftqxa^ted A c c o u n t i n g  S v s l e a ^ l . P . I . P . C . ,  D a c c a ,  1 9 6 7 ,  p . I .

Dhaka University Institutional Repository



58

1 ) t o  b r i n g  a b o u t  u n i f o r m i t y  i n  n o d e  o f  a c c o u n t i n g  and p r e s e n t a *  

t i o n  o f  a c c o u n t i n g  i n f o v n t a t i o n  t o  t h e  h i g h e r  m anagem M tf

i i )  t o  d e t « m i n e  t h e  p«^r u n i t  c o s t  o f  p r o d u c t i o n ;  ~

i i i )  t o  p r o v i d e  f o r  e f f e c t i v e  u s e  o f  a b u d g e t  t h r o u g h  month t o  month

c o m p a r i s o n  o f  a c t u a l  r e s u l t s  a c h i e v e d ' a s  a g a i n s t  b u d g e t e d

t a r g e t s  and

i v )  t o  i m p r o v e  t h e  r e p o r t i n g  system as  a w h o le *

Under t h i s  System,  c o s t  a c c o u n t i n g  p r o v i d e s  h i s t o r i c a l  i n f o r o a -

t i o n  r e g a r d i n g  c o s t  o f  p r o d u c t s  u h i c h  may b e _ o f  l i t t l e  u s e  t o  manage* 

s e n t  f o r  d e c i s i o n - m a k i n g  and c o n t r o l  p u r p o s e s *  B e c a u s e  t h e  a l l o e a *  

t i o n  o f  c o s t  among th e  v a r i o u s  p r o d u c t s  i s  a r b i t r a r y *  T h is  I n a p p r o -  

i p r i a t e  or^’w h i n s i c a l  b a s i s  o f  c a l c u l a t i n g  e q u i v a l e n t  p r o d u c t i o n  f o r  

u n f i n i s h e d  g o o d s  make d i f f i c u l t  the c a l c u l a t i o n  o f  a c t u a l  c o s t  o f  

p r o d u c t i o n  r e s u l t i n g  i n  m i s l e a d i n g  f i g u r e s  f o r  o p e r a t i n g  r e s u l t s *  

M o re o ve r*  t h e  sys tem  i s  used  p r i m a r i l y  f o r  i n t e r n a l  r e p o r t i n g  t o  t h e  

management*

F u r t h e r ,  u n d e r  the  I n t e g r a t e d  A c c o u n t i n g  System t h e  c o s t  

d e t e r m i n e d  p r o d u c t w l s e  and c o s t  c e n t r e s  a r e  d e s i g n e d  t o  a r r i v e  a t  

productv ir ise  c o s t *  But  t h e  i n t r o d u c t i o n  o f  p r o c e s s  c o s t i n g  and 

s t a n d a r d  c o s t i n g  may r e s u l t  i n  s u i t a b l e  a l l o c a t i o n  o f  c o s t  and f a c i >  

l i t a t e  C o s t  c o n t r o l .  For  t h i s  r e a s o n ,  A r m ita g e  and N o r t o n ,  C h a r t e r e d  

A c c o u n t a n t s *  Edinburgh  who a d v o c a t e d  t h e  i n t r o d u c t i o n  o f  s t a n d a r d  

c o s t i n g  as  f a r  back  a s  i n  1968 o b s e r v e d !  " i t  i s  more s a t i s f a c t o r y  t o  

u s e  a system  o f  s ta n d a r d  c o s t i n g  i n  w h ich  s t a n d a r d  c o s t s  a r e  c a l c u 

l a t e d  in  a d v a n c e ,  and a c t u a l  c o s t s  a r e  s u b s e q u e n t l y  m easured  p e r i o d
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by p e r i o d  a S a i n s t  t h o s e  s t a n d a r d s .  Such n e a s u r e m e n t s  can d i s c l o s e

t h e  e x t e n t  and c a u s e s  o f  c h a n g e s  i n  c o s t .  S i m u l t a n e o u s l y *  t h e  p r o f i t

o r  l o s s  f o r  th e  p e r i o d  can be  m easured  and com pared  w i t h  t h e  e x p e c t e d
36o r  b u d g e te d  p r o f i t * .

Under th e  p r e s e n t  r e i o r t i n g  s y s te m ,  e n t e r p r i s e s  a r e  r e q u i r e d  t o  

send r e p o r t s  c o n c e r n i n g  t h e  o p e r a t i o n s  o f  t h e  i n d i v i d u a l  e n t e r p r i s e  

t o  the  management a t  t h e  c o r p o r a t i o n  l e v e l .  But  t h e s e  a r e  n o t  v e r y  

much used  f o r  d e c i s i o n - m a k i n g  and c o n t r o l  p u r p o s e s  and e n t e r p r i s e  

management seems t o  have  s c a n t y  f e e d b a c k  on t h e s e  r e p o r t s *  Xt i s  

a l l e g e d  t h a t  t h e s e  rs|ports  p i l e ^ u p  a t  th e  c o r p o r a t i o n  o f f i c e  and a r e
I 37

n o t  p r o p e r l y  a n a l y s e d  and i n t e r p r e t e d .  These  a r e  u se d  o n l y  f o r
33c o m p i l a t i o n  o f  some s t a t i s t i c s  and r e p o r t s  a t  t h e  c o r p o r a t i o n  l e v e l .  

S i n c e  t h e s e  r e p o r t s  a r e  n o t  r e g u l a r l y  i n t e r p r e t e d  and f o l l o w e d  up by 

t h e  top  management a t  t h e  c o r p o r a t i o n  l e v e l ,  t h e  e n t e r p r i s e  manage

ment has  been s c e p t i c a l  a b o u t  t h e  n e c e s s i t y  o f  t h e  p r e p a r i n g  t h e  

r e p o r t s  and do n o t  g i v e  due i m p o r t a n c e  t o  such  » o r k .  I t  i s  n o t  unu sua l  

t o  f i n d  some m o n th ly  r e p o r t s  h a v i n g  o n l y  a c t u a l  c o lu m n s  f i l l e d  in ^

k e e p i n g  b u d g e t s  and v a r i a n c e  columns b lan k  w i t h o u t  t h e i r  a d e q u a t e  u s e
39f o r  m a n a g e r ia l  d e c i s i o n s  and c o n t r o l  p u r p o s e s .

^  P r o d u c t i v i t y  and C o s t s  In Member M i l l s  o f  P a k i s t a n
Jute H i l l s  A c c o c i a t i o n , Jun e  1963 ( u n p u b i i stied ^^eport), '  i’ a r t » V f  
p* 1^ .

^  RAHMAN, MAWDUDUR, "On Budget  F a i l u r e s  i n  C o r p o r a t i o n ” ,  The B u s i n e s s  
?<eview.  V o l .  3 ,  N o .  2 ,  D a c c a ,  A p r i l  1 97 7 ,  p p .  5 2 * 5 7 .

^  KHAN, MUINUDDIN MD.,, "An E v a l u a t i o n  o f  A c c o u n t i n g  P r a c t i c e s  i n  
J u t e  I n d u s t r y " ,  The B u s i n e s s  R e v ie w . V o l .  I l l ,  N o v . ,  1977 ,  
p p .  1 3 0 - 1 5 0 .

Rahman,  M . ,  "On Budget  F a i l u r e s  in  C o r p o r a t i o n " ,  p «5 S *
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The usefulness o f  such system for the managerial decisions

and c o n t r o l  can  be  s t u d i e d  from  t h e  f i n d i n g  o f  a r e s e a r c h  p r o j e c t  

c o n d u c t e d  d u r i n g  p r e - l i b e r a t i o n  p e r i o d  t o  d e t e r m i n e  the  e f f i c i e n c y  

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

d a y s *  t h e  s tu d y  c o v e r e d  37 m a n u f a c t u r i n g  c o n c e r n s  o f  v a r i o u s  t y p e s  

and s i z e s  i n c l u d i n g  s e v e r a l  j u t e  m i l l s  i n  f o r m e r  E a st  P a k i s t a n  

( p r e s e n t l y  B a n g l a d e s h ) .  I n f o r m a t i o n  had - been c o l l e c t e d  on v a r i o u s  

a s p e c t s  o f  th e  a c c o u n t i n g  sys tem  o f  the  i n d i v i d u a l  i n d u s t r i a l  

e n t e r p r i s e  and on th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  r e p o r t s  and 

s t a t e m e n t s  by th e  management f o r  d e c i s i o n - m a k i n g  and c o n t r o l  p u r »  

p o s e s *  P r o f i t  and L o s s  A c c o u n t s  a n d ^ B a la n c e  S h e e t s  w ere  s t u d i e d  

f o r  t h e  p u r p o s e  to  a s s e s s  t h e  s t a n d a r d s  o f  A c c o u n t i n g  r e p o r t s  a s  

w e l l  as  t o  a n a l y s e  th e  p r o f i t a b i l i t y  o f  t h e  e n t e r p r i s e s  a s  a 

m easu re  o f  t h e i r  e f f i c i e n c y *  I t  was r e v e a l e d  i n  t h e  same s tu d y  

t h a t  a c c o u n t i n g  p r a c t i c e s  i n  t h e  f o r m e r  EPIDC e n t e r p r i s e s  w e re  

found  t o  be  b e t t e r  than t h o s e  o f  t h e  p r i v a t e  l o c a l  c o n c e m s t  r a t i o  

a n a l y s i s  w h ich  i  s an i m p o r t a n t  t o o l  f o r  management was u s e d  v e r y  

l i t t l e  by t h e  m a n u f a c t u r i n g  e n t e r p r i s e s *  few  f i r m s  t o o k  i m p o r t a n t  

d e c i s i o n s  b a s e d  on a c c o u n t i n g  d a ta *  e n t e r p r i s e s  p r a c t i s i n g  c o s t  

a c c o u n t i n g  had h i g h e r  p r o f i t a b i l i t y  than e n t e r p r i s e s  w h ich  d i d  n o t  

u s e  t h e  same» and i n  m ost  o f  t h e  e n t e r p r i s e s  t h e  a c c o u n t a n t s  w ere  

n e i t h e r  s u f f i c i e n t l y  q u a l i f i e d  n o r  t h e  a c c o u n t i n g  d a t a  w e re  used  

f o r  d e c i s i o n - m a k i n g *

40

An
^  BAqUER, a . a . m .  and KHaN, MUINUDDIN MD.,  " A e c Q u n t ln a  E f f l c i e a e v  

and P r o d u c t i v i t y * .  Bureau o f  Econom ic  R e s e a r c h ,  U n i v e r s i t y  o f  
D a c c a ,  ( U n p u b l i s h e d ) ,  1 97 4 ,  p p .  1 2 2 - 1 4 5 .
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I t  nay  m e n t i o n e d  h « r e  t h a t  t h e  I n d u s t r i e s  In  t h o s e  d a y s  w « r e  

i n  th e  hand* o f  p r i v a t e  e n t e r p r e n e u r s *  But  w i t h  t h e  e m e r g e n c e  o f  

B a n g l a d e s h ,  t h e  w h o le  s i t u a t i o n  i n  t h e  f i e l d  o f  I n d u s t r y  had b e « n  

ch a n g e d  In  r e s p e c t  o f  o w n e r s h i p  and nanagem ent  p a t t e r n .  With  t h e  

p r o m u l g a t i o n  o f  t h e  B a n g la d e s h  I n d u s t r i a l  E n t e r p r i s e s  ( N a t i o n a l i s a 

t i o n )  O r d e r  on 2 6 th  March,  197 2 ,  t h e  n a j o r  i n d u s t r i e s  w e re  n a t i o n a 

l i s e d  as m e n t io n e d  e a r l i e r .  Ownership  o f  t h e s e  i n d u s t r i e s  had been  

v e s t e d  in  th e  hands  o f  th e  G overnment  and s e v e r a l  s e c t o r  c o r p o r a t i o n s  

had been s e t  up f o x  t h e  management o f  t h e  r e s p e c t i v e  i n d u s t r i a l  u n i t s *  

C o n s e q u e n t l y ,  t h e  c o r a p l e x i t y  and n e e d s  o f  management o f  t h e s e  nati<tfta< 

U s e d  I n d u s t r i e s  had been I n c r e a s e d  t r e m e n d o u s l y .  The b i g g e r  and 

con ip lex  i s  the  managetnent,  t h e  g r e a t e r  i s  t h e  n e e d  o f  an e f f l c l f iH n t  

and e f f e c t i v e  a c c o u n t i n g  s y s te m  and su ch  a s y s te m  can o n l y  e a s e  t h e  

d e c i  s i  on -m akin g  p r o c e s s ,  s t o p  w a s t a g e ,  i m p r o v e  t h e  o p e r a t i o n a l  

e f f i c i e n c y  and th u s  e n s u r e  t h e  p r o f i t a b i l i t y . ^ ^

With t h e  ab o v e  d i s c u s s i o n  a b o u t  t h e  i n d u s t r i a l  d e v e l o p m e n t ,  

aan agem ent  p a t t e r n  and a c c o u n t i n g  s y s te m  f o l l o w e d  by t h e  c o r p o r a t i o n s  

and th e  e n t e r p r i s e s  u n d e r  t h e i r  c o n t r o l ,  we now p r o p o s e  to  d i s c u s s  i n  

t h e  n e x t  t h r e e  C h a p t e r s  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  t h r e e  

s p e c i f i e d  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s ,  v i z . ,  c a p i t a l  e x p e n 

d i t u r e ,  w ork in g  c a p i t a l  and p r o f i t  s e p a r a t e l y .

KHAN, MUIKUDDIN MD,, **An E v a l u a t i o n  o f  A c c o u n t i n g  P r a c t i c e s  I n  
J u t e  I n d u s t r y " ,  o p .  c l t . ,  p .  1 3 6 ,
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CHAPTER -  4

CAPITAL EKPEN0ITU3E DECISIONS AND USE OF 
ACCOUNTING INFORMATION

4 . 1  C o i i f p t a  and O b J e c U v e «  o f  C a p i t a l  
£ « p e n d l t u g c  D e c i s i o n s

A d o p t i o n  o f  C a p i t a l  e x p e n d !  t u i e  d e c i s i o n s  i s  t h e  m o s t  v i t a l  

r e s p o n s i b i l i t y  o f  t o p  management* The s u c c e s s  o f  an e n t e r p r i s e  

d e p e n d s  t o  a g r e a t  e x t e n t  on c o r r e c t  and f a c t u a l  d a t a - b a s e d  d e c i s i o n s  

r e g a r d i n g  m a jo r  c a p i t a l  e x p e n d i t u r e . ^  F i n a n c i a l  d e c i s i o n s  and  c o n 

t r o l  o v e r  c a p i t a l  e x p e n d i t u r e  a re  a l s o  b a s i c  to  t h e  p r o p e r  a ck n in is -  

t r a t i o n  o f  a b u s i n e s s *  E f f e c t s  o f  such  d e c i s i o n s  and c o n t r o l  a r e

permanents  f a r - r e a c h i n g  and d e t e r m i n i n g  f a c t o r s  f o r  s u c c e s s  o r  f a i l u r e
2

o f  an e n t e r p r i s e .  P r o b a b l y  no o t h e r  a r e a  o f  f l n ^ m c l a i  d e c i s i o n *  

making i s  a s  i m p o r t a n t  t o  the  s u c c e s s  o f  an e n t e r p r i s e  as  c a p i t a l  

e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l . ^  B e c a u s e  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s  i n v o l v e  the  cofflmibaent  o f  l a r g e  sums f o r  l o n g  p e r i o d s  o f  

t im e  and havea  s i g n i f i c a n t  and l o n g - t e m  e f f e c t s o n  I t s  e c o n o m i c  w e l l -  

b e i n g .  In p r a c t i c e *  a l l  f a c t s  o f  a b u s i n e s s  a r e  i n f l u e n c e d  by c a p i t a l  

e x p e n d i t u r e  d e c i s i o n s .  Such d e c i s i o n s  a r e  l i k e l y  t o  hav e  c o n a e c ju t f i c e s  

n o t  o n l y  on t h e  f i n a n c e  b u t  a l s o  on t h e  f u t u r e  o v e r a l l  e f f i c i e n c y  and 

p r o f i t a b i l i t y  o f  the  e n t e r p r i s e  b e c a u s e  p r o d u c t i o n ,  s a i e s »  a d t a i n i s t r a -  

t i o n »  r e s e a r c h  and d e v e l o p m e n t ,  e t c .  a r e  a l l  l i k e l y  t o  be  a f f e c t e d  by 

a s i n g l e  d e c i s i o n  l i k e  i n c u r r i n g  an Item o f  c a p i t a l  e x p e n d i t u r e . ^

 ̂ CHILDS, JOHN F . ,  " P r o f i t  G o a l *  f o r  M anagem ent" ,  F i n a n c i a l  E x e c u t i v e .  
V o l .  XXXII,  February ,  1964 ,  p . 13 .

2
BOGEN, JULES I . ,  F i n a n c i a l  Handbook .  The R on a ld  P r e s s  Company* New 
V o r k ,  3rd  E d . ,  1957 ,  p . 7 4 3 .

^ JOHNSON, ROBERT t t . .  Fin a n d  al_ MaltAaeiBent.  A l l y n  and B a c o n ,  I n c . ,  
B o s t o n ,  3rd E d . ,  196 7 ,  p .  163 .

^ BATTV, J . ,  CgTffOTaU U acd on a l^ a n d
Evans L t d . ,  London ,  1970 ,  p .  176 .
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A c a p i t a l  e x p e n d i t u r e  I s  « t a t « d  a s  a sum a c t u a l l y  spen^ l o r  

c o n s t r u c t i o n  o f  a new p l a n t  o r  f o r  the  a c q u i s i t i o n  o f  new m a c h in e s  

and e q u ip m e n t s  and t h e s e  sums a r e  th e  a c t u a l  c o s t s  c h a r g e a b l e  t o  an 

e n t e r p r i s e ’ s  f i x e d  a s s e t  a c c o u n t s  f o r  w hich  d e p r e c i a t i o n  a c c o u n t s  

a r e  o r d i n a r i l y  m a i n t a i n e d * ^  The c a p i t a l  a s s e t s  o f  t h e  company a r e  

th e  C a p i t a l  e x p e n d i t u r e  e x p e c t e d  t o  g e n e r a t e  r e t u i ^ s  o v e r  e x t e n d e d  

p e r i o d s  o f  t im e *  The p u r c h a s e  o f  f i x e d  a s s e t s  f o r  u s e  i n  a b u s i n e s s  

i s  a t y p e  o f  i n v e s t m e n t  i n  c a p i t a l  e x p e n d i t u r e *  F ix e d  c a p i t a l  a s s e t s  

c o n s i s t  o f  r e l a t i v e l y  p erm anent  a s s e t s  a c q u i r e d  f o r  u se  in  t h e  c o n 

d u c t  o f  t h e  b u s i n e s s  and n o t  i n t e n d e d  f o r  d i s p o s a l  i n  th e  o r d i n a r y  

c o u r s e  o f  e v e n t s *  K o h l e r ^ d e f i n e s  t h e  c o n c e p t  o f  c a p i  t a l ,  e x p e s d i  t u r e  

a s  an e x p e n d i t u r e  i n t e n d e d  t o  b e n e f i t  f u t u r e  p e r i o d  -  an a d d i t i o n  t o  

a c a p i t a l  a s s e t .  The term i s  u s u a l l y  r e s t r i c t e d  t o  e x p e n d i t u r e  t h a t  

adds f i x e d  a s s e t  u n i t s  o r  t h a t  h as  the  e f f e c t  o f  i n c r e a s i n g  t h e  

c a p a c i t y t  e f f i c i e n c y *  span o f  l i f e  o r  economy o f  o p e r a t i o n  o f  an 

e x i s t i n g  f i x e d  a s s e t s *  F u r t h e r *  i t  i s  o b s e r v e d  t h a t  i n  i t s  b r o a d e s t  

e c o n o m ic  s e n s e t  c a p i t a l  e x p e n d i t u r e  i n c l u d e s  a l l  o u t l a y s  e x p e c t e d  

p r o d u c e  b e n e f i t s  i n  the  l o n g - r u n  r a t h e r  than i n  t h e  c u r r e n t  p e r i o d * ^  

Businessm en and a c c o u n t a n t s  u s u a l l y  l i m i t  t h e  t e r n  to  o u t l a y s  f o r  

the  f i x e d  a s s e t s *  A c a p i t a l  e x p e n d i t u r e  u s u a l l y  g i v e s  r i s e  t o  a
O

f i x e d  a s s e t  on t h e  B a l a n c e  Sheet*

® a R e p o r t  p r e p a r e d  by t h e  N a t i o n a l
Bureau o f  Economic  R e s e a r c h ,  New V o r k t  N a t i o n a l  I n d u s t r i a l  
C o n f e r e n c e  B o i r d ,  I n c ,  1962 ,  p . 5 6 9 .

*  KOHLE«, E a ic  L. A _D1 c t lon arv for Afccountaots. Prentice-Hall o f  
India Pvt* Lta*. New Delhi, 5th Ed., 1 979 ,  p * 7 4 *
GUTHMAN, H .G . ,  and OOUGALL, H . E . ,  C o r p o r a t e  F i n a n c i a l  P o l i c y .
4 t h  E d . ,  P r e n t i c e  H al l  I n c * ,  Englewood C l i f f s ,  New J e r s e y ,  p * 1 0 3 *

® JOHN SON, R . f t . .  F i n a n c i a l  Management.  A U y n  and B a c o n ,  i n c . ,  B o s t o n ,  
4 t h  E d . ,  p . 150.
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The c o n c e p t  a b o u t  th e  t r e a t m e n t  o f  c a p i t a l  e x p e n d i t u r e *  v i z * *  

p r e c o n s t r u c t i o n  e x p e n d i t u r e *  c o n s t r u c t i o n  e x p e n d i t u r e ,  p l a n t  and 

m a c h i n e r y ,  and o t h e r  c o s t s  r e l a t e d  w i th  p r o j e c t s  I n  n a t i o n a l i s e d  

i n d u s t r i e s  was i m p o r t a n t  urhi le  u s i n g  a c c o u n t i n g  i n f o r m a t i o n  f o r  

d e c i s i o n s  and c o n t r o l  o f  such  e x p e n d i t u r e .  The fo l lo t id .ng  T a b le  4*1  

e x h i b i t s  th e  r e s p o n s e s  o f  t h e  s a m p le s  r e g a r d i n g  t h e  t r e a t m e n t  o f  

c a p i t a l  e x p e n d i t u r e  r e l a t e d  w i t h  d i f f e r e n t  t y p e s  o f  p r o j e c t s *

T a b le  -  4 . 1

B e s p o n s e s  o f  the  Samples r e g a r d i n g  T reatm ent  o f  C a p i t a l  
E x p e n d i t u r e  v l s - a - v l s  Types  o f  P r o j e c t s *

Samples |
Bature of ' ' ' ' ' "\^^ “ 1 
Capital 1 
and tvoes of DEoJectS>4

Corporation' 1
1
1
I

-----------------------T '
Enterprises | 

i

Total_ i

Ne« Projects 20 25 45 ( 1 0 0 )

Uodemi zatlon* 
Balancing and 
Replacement 20 25 45 (100)

Expansion or Additional 
Capaci ty 20 25 45 (100)

Quality Improvements 13 13 26 ( 53 )

New Products and 
By-products 7 9 16 ( 35 )

Cost Reduction 2 4 6 (  13 )

' II

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) *
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The a b o v «  T a b le  shows t h a t  t h e  ab o v e  e x p e n d i t u r e s  w#re t r e a t e d  

f u l l y  a s  c a p i t a l  e x p e n d i t u r e  w i t h  r e g a r d  t o  t h e  new p r o j e c t s *  raoder -  

n i z a t l o n  and re p la c e ra e n t*  b a l a n c i n g  and im p ro v e m e n t t  and e x p a n s i o n  

o f  a d d i t i o n a l  c a p a c i t y .  On t h e  o t h e r  hand ,  58 p e r  c e n t *  35 p e r  c e n t  

and 13 p e r  c o n t  o f  t h e  s a m p le s  t r e a t e d  t h e  a b o v e  e x p e n d i t u r e s  f o r  

q u a l i t y  iraprovement»  new p r o d u c t s  and b y - p r o d u c t s *  and c o s t  r e d u c t i o n  

a s  c a p i t a l  e x p e n d i t u r e  r e s p e c t i v e l y .  The s tu d y  would d e a l  w i t h  t h e  

a b o v e  f i x e d  e x p e n d i t u r e  t r e a t e d  f u l l y  a s  c a p i t a l  e x p e n d i t u r e  f o r  the 

new p r o j e c t s *  BUA «nd e x p a n s i o n  programme-

From t h e  a b o v e  a n a l y s i s ,  i t  nay be  c o n c l u d e d  t h a t  the  d i s t i n g u i 

s h in g  f e a t u r e s  o f  c a p i t a l  e x p e n d i t u r e s  a r e i  ( i ) t h e  e x c h a n g e  o f  

c u r r e n t  fu n d s  f o r  f u t u r e  b e n e f i t s !  ( H )  the f u n d s  a r e  i n v e s t e d  i n  

l o n g  term a c t i v i t i e s  and ( i l l )  t h e  f u t u r e  b e n e f i t s  o c c u r  to  t h e  

e n t e r p r i s e  o v e r  a s e r i e s  o f  y e a r s  o r  p e r i o d s .  The o b j e c t i v e s  o f  

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

i n f l o w  o f  fu n d s  b u t  a l s o  a r e a l i s t i c  e s t i m a t e s  o f  n r o b a b l o  and p r o -
9

p o s e d  e x p e n d i t u r e *

K i t h  t h e  d i s c u s s i o n  o f  c o n c e p t  o f  such  e x p e n d i t u r e *  t h e  Im p o r 

t a n c e  o f  the u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  c a p i t a l  e iq p e n d i t u r e  

d e c i s i o n s  c a n n o t  be  o v e r - « n p h a s i s e d .  I t  i s  sa id  t h a t  a c c o u n t i n g  

i n f o r m a t i o n  I s  so  fundam enta l  t o  t h e  f o r m u l a t i o n  o f  such  d e c i s i o n s  

t h a t  we can n o t  I n c u r  any c a p i t a l  e x p e n d i t u r e  o r  make any i n v e s t m e n t  

In th e  a b s e n c e  o f  a u d i t e d  f i n a n c i a l  s t a t e m e n t s  c e r t i f i e d  by an 

i n d e p e n d e n t  a c c o u n t i n g  f i r m *  K h l l e  c o n s i d e r i n g  a c c o u n t i n g  i n f o r m a 

t i o n  g e n e r a t e d  by a b u s i n e s s *  a v a r i e t y  o f  o t h e r  n o n - a c c o u n t i n g  d a t a

^ COHEM, J . B .  and ROBBINS, S . M . ,  F i n ; i n c i a l  Man a g e r  « B a s i e  A e n e c t s
Admlni s t r a t i  o n .  H arper  and Row, I n c « ,  New York.,  196 6 ,gf f in a n tU l

p . 6 o 4 .
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•uch a s  e c o n o m i c  d a t a »  f i n a n c i a l  m a r k e t ' s  i n f o n n a t i o n »  e t c *  a r e  a l s o  

Used i n  r e a c h i n g  c a p i t a l  e x p e n d i t u r e  and i n v e s t m e n t  d e c i s i o n t * ^ ^  The 

system o f  I n d e p e n d e n t  a u d i t  p r o c e d u r e  which  h as  d e v e l o p e d  i n  B a n g la d e s h  

has  g i v e n  t h e  c o r p o r a t e  aanage<nent a framework o f  r e l i a b l e  d a t a  and 

i n f o r m a t i o n .  As such  f o r  c a p i t a l  e x p e n d i t u r e  d e c l s i o n s t  a n a l y s i s  

and a c q u i s i t i o n s ,  a c c o u n t i n g  i n f o r m a t i o n  may b e  v d d e l y  u s e d .

lAiith t h e  b a c k g r o u n d  d e v e l o p e d  a b o v e ,  t h e  e x t e n t  o f  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  had b e « )  

i n v e s t i g a t e d  i n  t h e  p r e s e n t  c h a p t e r *  There  a r e  t h r e e  i m p o r t a n t  

p h a s e s^ ^  I n  an i n d u s t r i a l  e n t e r p r i s e , v i z « ,  g e s t a t i o n  p h a s e ,  o p e r a t i n g  

p h a s e ,  and e x p a n s i o n  p h a s e *  G e s t a t i o n  p h a s e  i s  r e l a t e d  t o  s e t t i n g  up 

o f  a p r o j e c t  a s  w e l l  as  the p r o c e d u r a l  a s p e c t  o f  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s  which  need  t o  be  e x e c u t e d  d u r i n g  t h e  p e r i o d .  Here  th e  

f o l l o w i n g  a s p e c t s  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  r e l a t e d  

w i th  g e s t a t i o n  p e r i o d  has  been  d e a l t  w i t h i

( i )  C a p i t a l  E x p e n d i t u r e  D e c i s i o n  S ta g e s *

( i i )  C a p i t a l  E x p e n d i t u r e  D e c i s i o n s  A r e a s  and

( i i i )  C a p i t a l  E x p e n d i t u r e  C o n t r o l *

4 * 2  C a p i t a l  E x p e n d i t u r e  D e c i s i o n  S t a g e s

Management d e c i s i o n s  r e g a r d i n g  c a p i t a l  e x p e n d i t u r e  may be  d i v i d e d  

i n t o  two main c a t e g o r i e s *  The f i r s t  one r e l a t e s  to  m a jo r  d e c i s i o n  

w hich  c o v e r s  th e  s i z e  o f  t h e  o v e r a l l  c a p i t a l  e x p e n d i t u r e  and t h e

BUSH, T .J*  ( E d * ) ,  The Use o f  A c c o u n t i n g  Data i n  D e c i s i o n  M ak ing , 
op*  c l t * ,  p*87*

sharma ,  b .  s * ,  F tn a n cA a l  I n d i a n  S g g t e x i . A
Q g r t a i  ,.4p p IQacht  o p .  c i t .
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a X l o t a e n t  o f  c a p i t a l  t o  p r i n c i p a l  p a r t i e s  o f  t h e  e n t e r p r l s C f  d i v l -  

s l o n s y  m a jo r  p r o d u c t  l i n e s  o r  new p r o j e c t s *  The o t h e r  c a t e g o r y  i s  

p r o j e c t  d e c i s i o n  w h i c h ,  u n d e r  ^ r t a i n  c i r c u m s t a n c e s t  i >  a a d e  w i t h o u t  

much c o n c e r n  f o r  th e  c a p i t a l  p r o b le m  o f  th e  o r g a n i s a t i o n  a s  a w h o le *  

These  two c a t e g o r i e s  a r e  t e n t a m o u n t  t o  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s *

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s  i n  c a s e  o f  th e  s e l e c t e d  n a t i o n a *  

l i s e d  i n d u s t r i a l  e n t e r p r i s e s  i n  B a n g la d e s h  i n v o l v e  turo i m p o r t a n t  

c a t e g o r i e s .  The f i r s t  o n e  r e l a t e s  t o  t h e  o u t l a y  i n  the  e s t a b l i s h m e n t  

o f  new i n d u s t r i a l  p r o j e c t s  and the  o t h e r  t y p e  r e l a t e s  to  t h e  o u t l a y  

o f  fu n d s  i n  B a l a n c i n g ,  H o d e m i  r a t i o n .  R e p la ce m e n t  (BHA) and E xpans ion  

(BURE) o f - e x i s t i n g  p r o j e c t s *  These  new p r o j e c t s  and BMRE p r o J e c t 8 -| 

a r e  i n t e g r a t e d  w i t h  t h e  F i v e  Y e a r  P l a n s  and t h e  <^nual D e v e lo p m e n t  

P l a n s  o f  t h e  c o u n t r y  t o  p o r t r a y  t h e  o v e r a l l  n a t i o n a l  e c o n o m ic  p l a n  

i n c l u d i n g  t h e  c a p i t a l  e x p e n d i t u r e  o r  i n v e s t m e n t  d e c i s i o n s  o f  t h e  

c o u n t r y .  D e c i s i o n s  f o r  s e t t i n g  up the new p r o j e c t s  a r e  taken up by 

th e  c o n c e r n e d  M i n i s t r i e s  i n  c o n s u l t a t i o n  w i th  t h e  P l a n n i n g  Com m iss ion  

w h i l e  d e c i s i o n  f o r  BMilE p r o j e c t s  a r e  u s u a l l y  taken by th e  c o n c e r n e d  

s e c t o r  c o r p o r a t i o n s *

R e g a r d in g  the  v a r i o u s  s t a g e s  f o l l o w e d  i n  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s .  T a b le  4 . 2  shows t h e  r e s p o n s e s  o f  the  r e s p o n d e n t s *
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Table -  4.2

R e s p o n s e s  o f  th e  S e n p le  r e g a r d i n g  t h e  S t a g e s  F o l l o w e d  
i n  C a p i t a l  E x p e n d i t u r e  D e c i s i o n s

Samples

I S t a g e s

1 -------------------------1--------------------------r
ICorporational Enterprises!

J________ I_________L
Total

I n i t i a t i o n  o r  P r e p a r a t i o n  
o f  P r o p o s a l 13 16 29 (64)

E v a lu a t i o n  ( A p p r a i s a l  and 
A n a l y s i s ) 12 16 23 (62)

Im p leoen  t a t i  on 11 14 25 (55)

F i n a n c i a l  o r  Economic  
V i a b i l i t y

K
10 7 17 (as)

Commercial  V i a b i l i t y 8 7 15 (33)

T e c h n i c a l  V i a b i l i t y 9 4 13 (29)
II

P r o p e r  B u d g e t in g  f o r  
F in a n ce 5 6 11 (24)

L i q u i d i t y  o f  t h e  E n t e r p r i s e s 5 2 7 (15)

A pprova l  from H igher  
Au th or i  ty 6 6 (13)

(Figures in brackets are percentages of total number of samples}^

The T a b le  shows t h a t  i n i t i a t i o n  o r  p r e p a r a t i o n ,  e v a l u a t i o n  

( a p p r a i s a l  and a n a l y s i s )  and i m p l w i e n t a t i o n  o f  the  p r o p o s a l  w ere  

the  n a j o r  s t a g e s  r e c o r d i n g  64 p e r  c e n t ,  62 p e r  c e n t  and 55 p e r  c e n t  

o f  the  sample  o p i n i o n s  r e s p e c t i v e l y .  The o t h e r  s t a g e s  i n  o r d e r o C  

i m p o r t a n c e  w e r e i  f i n a n c i a l  o r  e con om ic  v i a b i l i t y  (38  p e r  c o n t ) »  

com m e r c ia l  v i a b i l i t y  t h a t  i S )  m a r k e t a b i l i t y  o f  t h e  p r o p o s e d  p r o d u c t s  

( 3 3  p e r c e n t ) f  t e c h n i c a l  v i a b i l i t y  (29  p e r  c e n t ) ,  p r o p e r  b u d g e t i n g  

f o r  s o u r c e s  o f  f i n a n c e  and a v a i l a b i l i t y  o f  ADP f u n d s  ( 2 4  p e r  c e n t ) .
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l i q u i d i t y  o f  t h «  e n t e r p r i s e s  ( l 5  p e r  c e n t )  and o t h e r s  «uch  a s  o b t a l *  

n l n g  a p p r o v a l *  from Governm ent  at  w e l l  as  c o r p o r a t i o n %  a p p r o v a l  o f  

p r o c u r e m e n t  progranf^e  a g a i n s t  p r o p e r  j u s t i f i c a t i o n  o f  the e x p e n d i t u r e  

from the  v i e w p o i n t  o f  i n c r e a s e d  p r o d u c t i o n  and h ig h  p r o f i t t  and 

o b s e r v a t i o n  o f  f o r o a l i t i e s  o f  t e n d e r  e q u i t y  ( T . E . )  e^d p r o c u r e n e n t  

frooi l o w e r  b i d d e r ,  e t c .  ( 1 3  p e r  c e n t ) *  Here t h e  f i r s t  t h r e e  a a j o r  

s t a g e s  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  had been  a n a l y s e d *

Z t  was o b s e r v e d  i n  T a b l e  4 * 2  t h a t  b e s i d e  t h r e e  m a jo r  s t a g e s *  

v a r i o u s  s t a g e s  were  f o l l o w e d  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n  r e g a r 

69

d in g  new p r o j e c t  o r  BUR o r  e x p a n s i o n  progratane*  Here t h r e e  a a j o r
12s t a g e s  v i z . ,  f o m u l a t i o n ,  e v a l u a t i o n  and i r o p l e t n e n t a t i o n ,  a s  po in  

o u t  by t h e  P l a n n i n g  Com m iss ion*  had been  b r i e f l y  d i s c u s s e d .

4 . 2 ( a )  U 9 n

Under n a t i o n a l i s e d  i n d u s t r i e s *  c a p i t a l  e x p e n d i t u r e s  f o r  a p r o 

j e c t  a r e  s p o n s o r e d  by t h e  c o n c e r n e d  s e c t o r  c o r p o r a t i o n s *  A f t e r  

p r e l i m i n a r y  s e l e c t i o n  o f  a p r o j e c t *  r e s p e c t i v e  c t r p o r a t i o n  u n d e r t a k e s  

f e a s i b i l i t y  s tu d y  w h ich  i s  c o n d u c t e d  b o t h  by th e  l o c a l  and t h e  f o r e i g n  

c o n s u l t a n t s .  F i n a l l y *  t h e  p r o j e c t  i s  f o r m u l a t e d  by th e  r e s p e c t i v e

N o t e i For  c a p i t a l  e x p e n d i t u r e  programme a t  e n t e r p r i s e  l e v e l  o t h e r
than new p r o j e c t s *  BMR o r  e x p a n s i o n  p r o j e c t s *  t h e  u s u a l  s t a g e s  
w ere  s t a t e d  a s i  ( i ) C a p i t a l  e x p e n d i t u r e  b u d g e t s  a t  e n t e r p r i s e  
l e v e l  a r e  u s u a l l y  p r e p a r e d  by a c o m m i t t e e  a t  t h a t  l e v e l *  then  
i t  i s  s u b m i t t e d  t o  t h e  C o r p o r a t i o n  where  C o s t  and B u d g e t  
D i v i s i o n  s c r u t i n i z e s  t h e  b u d g e t  and p l a c e s  I t  b e f o r e  the  B o a rd  
f o r  a p p r o v a l  and ( 1 1 )  i f  AOP fund i s  as  1 lo w e d  by G overnm ent  
t h r o u g h  th e  C o r p o r a t i o n *  t h « i  t h e  e n t e r p r i s e  l o c a l  m a n a g a a e n t  
i s  r e q u i r e d  t o  u n d e r t a k e  c a p i t a l  e x p e n d i t u r e  programme a s  p e r  
r e q u i r e m e n t  o f  t h e  p a r t i c u l a r  p r o j e c t *

C f .  p l a n n i n g  COMMISSION, GOVERNMENT OF BANGLADESH, P r o l e c t  
E v a l u a t i o n  P r o f o i a a .  D a c c a ,  Jun e  1973 ,
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s * c t o r  c o r p o r a t i o n  i n  t h e  P r o j e c t  P ro fo rm a  (PP)  a s  a p p r o v e d  by t h e  

P l a n n i n g  ConHDission, th e  G overnment  o f  B a n g la d e s h *  W h i l e  f o z i a u l a -  

t i n g  a p r o j e c t *  t h e  f o l l o w i n g  a c c o u n t i n g  and e c o n o m ic  i n f o r m a t i o n  

a r e  taken i n t o  due c o n s i d e r a t i o n !

( i ) P r o j e c t  P r o f i l e * I t  i n c l u d e s  namest  o b j e c t i v e s t  e s t i m a t e d  

e o s t »  l o c a t i o n ,  p l a n n e d  a l l o c a t i o n ,  p r o p o s e d  d a t e  o f  commencement,  

d a t e  o f  c o m p l e t i o n  o f  the  p r o j e c t ,  and a d m i n i s t r a t i v e  a u t h o r i t i e s  

r e s p o n s i b l e  f o r  i n i t i a t i n g ,  s p o n s o r i n g ,  p r e p a r i n g  and i m p l e m e n t i n g  

i t .

( 1 1 )  P r o j e c t  P e a c r i o t i o n i I t  i n c l u d e s  n a t u r e  and p u r ^ « e  o f  

th e  p r o p o s e d  p r o j J c t ,  i t s  i m p o r t a n c e  to  th e  c o n c e r n e d  s e c t o r  and 

t o  t h e  o v e r a l l  economy o f  t h e  country^ p h y s i c a l  w orks  and f a c i l i t i e s  

i n v o l v e d ,  p h y s i c a l  t a r g e t s  and o t h e r  r e l a t e d  i n f o r m a t i o n  s u c h  a s  

a v a i l a b i l i t y  o f  raw m a t e r i a l s ,  m a r k e t i n g  o f  f i n i s h e d  p r o d u c t s *  e t c «

( i l l )  C o s t  E s t i m a t e s  D e c i s i o n a l I t  c o v e r s  t h e  t o t a l  i n v e s t c t e n t  

c o s t  shown b o t h  i n  l o c a l  and f o r e i g n  c u r r e n c i e s ,  annual  breakdown 

o f  t h e  i n v e s t m e n t  c o s t s  and o p e r a t i n g  c o s t s  f o r  g e s t a t i o n  p e r i o d  

and f o r  th e  w h o le  l i f e  o f  t h e  p r o j e c t  r e s p e c t i v e l y ,  and b u d g e t e d  

w o rk in g  c a p i t a l  r e q u i r e m e n t s .

( i v )  P r o j e c t  F i n a n c i n a t I t  i n c l u d e s  t h e  p l a n n e d  a l l o c a t i o n  and 

t h e  s o u r c e s  o f  f i n a n c e  t o g e t h e r  w i th  t h e  c o s t  i n v o l v e d  i n  t h e  p r o j e c t i

( v )  B e n e f i t s  o f  the  P r o J e c t i I t  e m b r a c e s  t h e  g r o u p i n g  o f  t h e  

p r o j e c t  such  a s  s e l f - f i n a n c i n g ,  p r o d u c t i v e  b u t  n o n - r e v e n u e  e a r n i n g  

and s e r v i c e  s e c t o r  p r o j e c t ,  t h e  y e a r  I n  w h ich  norm al  c a p a c i t y  o u t p u t  

i s  e x p e c t e d  t o  be  r e a c h e d ,  e c o n o m i c  l i f e  o f  the  p r o j e c t *  annual

v a l u e  o f  the  o u t p u t ,  e s t i m a t e d  f o r e i g n  e x c h a n g e  e a r n i n g s  and o t h e r  
b e n e f i  t s «
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( v i )  M AnpQ iiK r_3 ftgu lrm enta i I t  d e s c r i b e s  t h e  t o t a l  manpower 

r e q u i r e m e n t s  b o t h  f o r  I m p l e n e n t a t l o n  and o p e r e t i o n  o f  t h e  p r o p o s e d  

p r o j e c t *  and t r a i n i n g  progran iae  o f  t h e  p r o j e c t  p e r s o n n e l *

( v i i )  Sitork S c h e d u le *  I t  c o v e r s  b o th  p h y s i c a l  and f i n a n c i a l  s c h e 

d u l e  o f  work such a s  p u r c h a s e  and p r o c u x e m e n t  a c t i v i t i e s  o f  b o t h  

l o c a l  and f o r e i g n  m a t e r i a l s  and e c ^ i p m e n t s  r e q u i r e d  f o r  th e  p r o j e e t t  

y e a r w i s e  p h a s i n g  o f  p h y s i c a l  work t h r o u g h o u t  t h e  i n v e s t  a n t  p e r i o d  t 

y e a r w i s e  f i n a n c i a l  s c h e d u l e  o f  woric d u r i n g  t h e  s a i d  p e r i o d ,  and so  

o n .

( v l l l )  P r o i c c t  A n a l v f i i a * T h i s  i s  t h e  l a s t  p a r t  e m b r a c in g  t h e
- i 'I 'I ‘ ' -If 'I

e c o n o m ic  and f i n a n ^ l a l ' a n a l y s e s  thr^>ugh b e n e f i t - c o s t  r a t i o  and

i n t e r n a l  r a t e  o f  r e t u r n  and annual f i n a n c i a l  r a t e  o f  r e t u r n  i n  t h e
' 1

y e a r  o f  o u t p u t  r e a c h i n g  norm al  c a p a c i t y .

I t  i s  o b s e r v e d  t h a t  the a b o v e  i n f o r m a t i o n  and d a t a  r e q u i r e d  f o r  

p r o j e c t  f o r m u l a t i o n  c o v e r e d  g e n e r a l t  e c o n o m i c  a^d a c c o u n t i n g  s i d e s * o f  

’wh ich  e c o n o m ic  i n f o r m a t i o n  ( t h a t  i s  n o n - a c c o u n t i n g  i n f o r a a t i o n )  

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

4 . 2 ( b )

K g i v ^  p r o j e c t  i s  p r o p e r l y  e v a l u a t e d  I n v o l v i n g  two » t e p s >

( a )  e s t i m a t i o n  o f  b e n e f i t s  and c o s t s  and ( b )  s e l e c t i o n  o f  w  a p p r o *  

p r l a t e  c r i t e r i a  t o  j u d g e  I t s  d e s i r a b i l i t y  o r  o t h e r w i s e .  The n e e d  

f o r  e v a l u a t i o n  a r i s e s  m a i n l y  from the f a c t  t h a t  an I n d u s t r i a l  p r c j e c t  

i s  deemed f e a s i b l e  a t  t h e  t im e  o f  a p p r a i s i n g  b u t  d o e s  n o t  a l w a y s  

p r o v e  i t s e l f  d e s i r a b l e  a t  s u b s e q u e n t  s t a g e .  The b a s i c  p u r p o s e  o f  

e v a l u a t i o n  i s  t o  d e t e r m i n e  the  e x t e n t  o f  t h e  d i v e r g e n c e  b e tw e e n  

' e s t i m a t i o n *  and *r e a i l  z a t l o n * .
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O c c a s i o n a l  e v a l u a t i o n  o f  an I n d u s t r i a l  p r o j e c t  I s  n e c e s s a r y  

to  knou t h e  e f f e c t i v e  u t i l i z a t i o n  o f  the  p r o d u c t i v e  f a c t o r s ^  t o  

c o n t r o l  t h e  e f f i c i e n c y  l a g  and t o  t a k e  c o r r e c t i v e  m e a s u r e s*  E va lua 

12

t i o n  may l e a d  t o  th e  m o d i f i c a t i o n  and a d j u s t m e n t  o f  the o v e r a l l  

i n d u s t r i a l  p l a n *  I t  a l s o  h e l p s  t h e  G overnm ent  i n  making f u t u r e  

p o l i c i e s  and i n d u s t r i a l  d e v e l o p m e n t  p la n  o f  th e  c o u n t r y .  In  B a n g la 

d e s h ,  th e  Board  o f  D i r e c t o r s  o f  th e  c o n c e r n e d  C o r p o r a t i o n s  e xa m in es  

t h e  p r o s  and c o n s  o f  t h e  p roposed  p r o j e c t  and then i t  i s  s e n t  t o  the  

c o n c e r n e d  M i n i s t r y  f o r  n e c e s s a r y  commentst  r e c o m m e n d a t i o n s  and i n  

some Cases*  f o r  a p p r o v a l  t o o .  P r o j e c t s  c o a t i n g  n o t  more than 50 

lak h  a r e  a p p r o v e d  by the  c o n c e r n e d  M i n i s t r y  and p r o j e c t s  w o r t h  s t o v e  

Tk, 50 la k h  a r e  s e n t  t o ‘t h e  P l a n n i n g , Com m iss ion  f o r  r e co m m e n d a t io n  

and t h e  P l a n n i n g  Commission can a p p r o v e  th e  p r o j e c t  worth  bet\iveen 

Taka l a k h s  and 2  c r o r e s .  P r o j e c t s  c o s t i n g  more  than Tk.  2  c r o r e s  

a r e  s e n t  t o  t h e  E x e c u t i v e  C om m it tee  o f  N a t i o n a l  Econom ic  Cot *

(EC o f  NEC) f o r  a p p r o v a l T h u s t  the  EC o f  NEC i s  t h e  f i n a l  a p p r o v a l  

a u t h o r i t y  o f  a l l  t h e  p r o j e c t s t  b o t h  New and u n d e r  n a t l o n a j i s e d

i n d u s t r i a l  s e c t o r ,  i f  c o s t s  a r e  more than Tk.  2 c r o r e s *

The p r o p o s e d  i n d u s t r i a l  p r o j e c t s  a r e  d u l y  e v a l u a t e d  by t h e  

a p p r o v i n g  a u t h o r i t i e s  from t h e  a n g l e s  o f  t e e i h n i c a l t  e c o n o m i c a l  and
14

a c c o u n t i n g  v i a b i l i t y *  P r o j e c t  e v a l u a t i o n ,  t h u s ,  i n  i t s  b r o a d

13 D u r in g  the  p r e - l i b e r a t i o n  d a y s  t h e  e r s t w h i l e  E ast  P a k i s t a n  P r o *  
v i n c i a l  P l a n n i n g  A u t h o r i t y  (PPA) and the  C e n t r a l  E x e c u t i v e  o f  
N a t i o n a l  Economic  C o u n c i l  (EC o f  NEC) u s e d  t o  a p p r o v e  t h e  i n d u s 
t r i a l  p r o j e c t s .  The P^A had th e  p o w e r  t o  a p p r o v e  t h «  p r o j e c t s  
c o s t i n g  Tk* 50 la k h  o r  l e s s ,  and the  p r o j e c t  w o rth  more than 
Tk. 50 la k h  would  be a p p r o v e d  by t h e  EC o f  NEC.

HELFGOTT, R .B .  *nd SCHIaVO-CAMPO, SALVATORE, »An I n t r o d u c t i o n  to  
I n d u s t r i a l  P l a n n i n g " ,  I n d u s t r i a i i  r a t i o n  an d  Produc  t l v l t t f .  B u l l e t i n  
No* 16 ,  U n ite d  N a t i o n s *  1 9 7 0 ,  p* 2 7 .
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c o n c e p t *  i n c l u d e s  i n v « s t n e n t  o p p o r t u n i t y  c o s t *  t e c h n i c a l  o r  e c o n o m ic  

s t u d y ,  m a r k e t  r e s e a r c h ,  f i n a n c i a l  a n a l y s i s  o f  r e l e v a n t  n o n - a c c o u n t i n g  

and a c c o u n t i n g  i n f o r m a t i o n  and t h e  c a l c u l a t i o n  o f  t h e  f i n a n c i a l  tm 

t e s t s  o f  i n v e s t o e n t  w o rth s *

16In  t h e  s e l e c t e d  i n d u s t r i e s  v a r i o u s  t e c h n i q u e s  »*ere a p p l i e d  

f o r  p r o p e r  e v a l u a t i o n  and a p p r a i s a l  o f  d i f f e r e n t  i t e m s  o f  c a p i t a l  

e x p e n d i t u r e *  R e s p o n s e s  o f  th e  s a m p le s  a s  r e g a r d s  the  d i f f e r e n t  

t e c h n i q u e s  a p p l i e d  f o r  e v a l u a t i n g  c a p i t a l  e x p e n d i t u r e  on new o r  

BMR p r o j e c t s  o r  e x p a n s i o n  p r o g r a m o e  a r e  p r e s e n t e d  b e l o w t

T a b le  -  4 . 3

R e s p o n s e s  o f  t h e  S a a p l e s  r e g a r d i n g  T e c h n i q u e s  A p p l i e d  
f o r  C a p i t a l  E x p e n d i t u r e  E v a l u a t i o n , .

I Samples I C o r p o r a t i o n s  l E n t s r p r i  s e s  I T o t a l  I
I T e c h n iq u e s  f o r ^ ^ - - ~ . _ _ ^  I I i I

I n t e r n a l  Rate  o f  Return ( IRR) 16 12 28 ( 6 2 )

Return on I n v e s t m e n t  (ROl) 9 16 25 ( 5 5 )

Pay Back Method (pV B  M ethod) 12 12 24 ( 5 3 )

Return on C a p i t a l  Emp 1 o y e d ( ROC) 8 12 20 ( 4 4 )

B e n e f i t - C o s t  R a t i o  (B /C  R a t i o ) 5 15 19 ( 4 2 )

N et  P r e s e n t  V a l u e  (NPV) 13 5 18 ( 4 0 )
S i t u a t i o n a l  B e n e f i t  E v a l u a t i o n N i l 3 3 ( 3 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  n u a b e r  o f  s a m p l e s ) .

15

f f w i t a l  g l g . t n t f U y ^ t  R e s e a r c h  R e p o r t  3 , ' New^ York ,  p . 92,
16

n a t i o n a l  a s s o c i a t i o n  of  a c c o u n t a n t s .  F i n a n c i a l  t o  G u id e
‘  -  -  - - >rt £\3,'New ■

C f .  HaqUE, HD. JAHIRUL, ^ F i n a n c i a l  P l a n n i n g  and C o n t r e l  i n  P u b l i c  
S e c t o r  I n d u s t r i e s  i n  Bangladesh**,  Ph .P*  T h e s i s  ( U n Q u b l i s h e d l * 
U n i v e r s i t y  o f  D a c c a ,  D a c c a ,  1 98 1 ,  p . 5 2 .
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Th« t * c h n l q u « s  u « « d  In  o r d e r  o f  I m p o r t a n c e  w e r e i  i n t e r n a l  r a t e  

o f  r e t u r n  (6 2  p e r  c « i t ) ,  r e t u r n  on i n v e s t m e n t  (S5  p e r  c e n t ) ,  pay 

back method ( 5 3  p e r  c e n t } *  r e t u r n  on c o i t a l  em p lo ye d  ( 4 4  p e r c e n t ) #  

b e n e f l t - c o e t  r a t i o  a n a l y s i s  ( 4 2  p e r  c w t ) ,  n e t  p r e s e n t  v a l u e  (40  p e r  

c e n t )  and o t h e r s  such  as  s i t u a t i o n a l - b e n e f l t  e v a l u a t i o n  (7  p e r  c e n t ) ,  

/ ^ o n g  t h e  t e c h n i q u e s *  r e t u r n  on I n v e s t m e n t f  i n t e r n a l  r a t e  o f  r e t u r n ,  

n e t  p r e s e n t  v a l u e ,  and r e t u r n  on c a p i t a l  e m p lo y e d  w e re  t r e a t e d  a s  

a c c o u n t i n g  w h i l e  pay back m e t h o d ,  b e n e f i t - c o s t  r a t i o  and s i t u a t i o n a l  

b e n s f i t  e v a l u a t i o n  w e re  t r e a t e d  as  n o n - a c c o u n t i n g  t e c h n i q u e s *  I t  t h u s  

a p p e a r s  t h a t  a c c o u n t i n g  t e c h n i q u e s  w ere  more w i d e l y  u se d  than non 

a c c o u n t i n g  t e c h n i q u e s *  A l t h o u g h  t h e o r e t i c a l l y , ^ ^  n e t  p r e s e n t  v a l u e
I '  ̂ I *

i s  c o n s i d e r e d  as  t h e  b e s t  m ethod  f o r  e v a l u a t i o n  o f  c a p i t a l  e x p e n d i 

t u r e  programme b e f o r e  I t s  i m p l e m e n t a t i o n .  I t  was o b s e r v e d  t h a t  In  

th e  n a t i o n a l i s e d  i n d u s t r i e s f  I n t e r n a l  r a t e  o f  r e t u r n  was w i d e l y  p r a c 

t i s e d *  A f t e r  i m p l e m e n t a t i o n ,  th e  f i n a n c i a l  p e r f o r m a n c e s o f  any 

p r o j e c t  o r  c a p i t a l  e x p e n d i t u r e  programme can b e s t  be  e v a l u a t e d  

th ro u g h  t h e  t e c h n i q u e s  o f  r e t u r n  on i n v e s t m e n t  and r e t u r n  on c a p i t a l  

em ployed  which  were a l s o  a p p l i e d  I n  o u r  n a t i o n a l i s e d  i n d u e t i l e s *

4.2(c) Project ImoleaentatiQii

A f t e r  a p p r o v a l  o f  the  p r o j e c t ,  the  fu n d s  a r e  a p p r o p r i a t e d  f o r

c a p i t a l  e x p e n d i t u r e s  o f  the p r o j e c t  t o  be e x e c u t e d .  In  c a s e  o f  th •

s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  t h e  a c t u a l  i m p l e m e n t a t i o n  o f  a

p r o j e c t  would  depend on i t s  i n c l u s i o n  i n  t h e  Annual D e v e lo p m e n t  P lan

( aDP) and on the  a v a i l a b i l i t y  o f  f u n d s  from th e  M i n i s t r y  o f  F i n a n c e  

and the  E x t e r n a l  R e s o u r c e s  D i v i s i o n  (ERD ) .  The p r o j e c t  s p o n s o r i n g

PAPPAS, J . L .  and BRIGHAM, E . F , ,  M a n a g e r i a l  EconoiB lca .  The Dryden 
P r e s s ,  H i n s d a l e ,  I l l i / ^ ^ l s ,  3rd E d . ,  1 97 9 ,  p . 5 2 0 *
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a u t h o r i t y  w ou ld  f o n t  a * P r o j « c t  Im p lr o e n t a t l o n  Comml t t « « "  w h i c h  1 «  

com posed  o f  t h e  n o m in e e s  f r o n  th e  S e c t o r  C o r p o r a t i o n ,  c o n c e r n e d  

M i n i s t r y  and F i n a n c i a l  I n s t i t u t i o n s  t o  e n s u r e  t h a t  fu n d s  a r e  s p e n t  

i n  a c c o r d a n c e  w i th  t h e  a p p r o p r i a t i o n s  made i n  t h e  c a p i t a l  b u d g e t .

The I m p l e m e n t a t i o n  C o A m it te e  a t  t h i s  s t a g e ,  w o u l d ,  f o r  a c t u a l  

i m p l e m e n t a t i o n  o f  t h e  p r o j e c t i  e n g a g e  c o n s u l t a n t s  f o r  p r o c u r e n e n t  

o f  s t o r e s f  eq u ip m e n t  and m a c h in e r y  f o r  p r e p a r a t i o n  o f  t e n d e r  d o c u 

ments  and a p p o i n t  o t h e r  e n g i n e e r s *  c o n t r a c t o r s ,  s u p p l i e r s *  e t c *  

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

o f  p r o j e c t s  d u r i n g  t h e i r  l i f e  and a f t e r  c o m p l e t i o n .  The f o l l o w - u p  

c o m p a r i s o n  o f  a c t u a l  p e r f o r m a n c e s w i t h  o r i g i n a l  e s t i m a t e s  n o t  o n l y _ „,, I — If
I j

e n s u r e s  b e t t e r  f o r e c a s t i n g  b u t ^ a l s o  h e l p s  t o  sharpen  the  t e c h n i q u e s  ,
18f o r  f u t u r e  f o r e c a s t s *

4 . 3  g n d l t ^ r ^  PesA

F i n a n c i a l  d e c i s i o n s  r e l a t i n g  t o  c a p i t a l  e x p e n d i t u r e  c o v e r  t h e  

C a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t *  c o m p o n e n t s  o f  c a p i t a l  s t r u c t u r e  

and n a t u r e  o f  f i n a n c i n g  c a p i t a l  e x p e n d i t u r e  o f  t h e  e n t e r p r i s e *  

F i n a n c i a l  d e c i s i o n s  a r e  g u i d e s  t o  a l l  a c t i v i t i e s  d e a l i n g  w i t h  p r o *  

c u r i n g *  a d m i n i s t e r i n g  and d i s b u r s i n g  t h e  fu n d s  o f  b u s i n e s s  firti)* 

However* the  l o n g - t e r m  f i n a n c i a l  d e c i s i o n s  d e a l i n g  w i t h  c a p i t a l  

e x p e n d i t u r e s  I n c l u d e c  ( 1 ) d e c i s i o n s  g o v e r n i n g  the  s i r e  o f  c a p i t a l  

r e q u i r e d  f o r  th e  i n v e s t m e n t  i n  the c a p i t a l  e x p e n d i t u r e *  ( 1 1 ) d e c i 

s i o n s  g u i d i n g  t h e  a s c e r t a i n m e n t  o f  c a p i t a l  s t r u c t u r e  and ( i l l )  

d e c i s i o n s  c o n c e r n i n g  t h e  s o u r c e s  o f  f i n a n c i n g  c a p i t a l  e x p e n d i t u r e *

P aKDEY, 1 .  M . ,  F l u a n e i j i l -  ^^anaqentent. o p .  c l t . *  p . 6 1 ,
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A b r i e f  d i s c u s s i o n  t h e r e o f  In  t h e  c o n t e x t  o f  the  r e a l  p o s t l o n  o f  

t h e  n a t i o n a l i s e d  I n d u s t r i e s  i n  B a n g la d e s h  v i s - a - v i s  t h e  u s e  o f  

a c c o u n t i n g  and n o n - a c e o u n t l n g  i n f o r m a t i o n  f o r  t h e  p u ^ o s e  o f  c a p i t a l  

e x p e n d i t u r e  d e c i s i o n s  had been p r e s e n t e d  b e l o w i

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  w hich  i n v o l v e d  t h e  

u s e  o f  b o t h  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n ,  c o v e r e d  many 

a r e a s  f o r  the  p u r p o s e s *  i d e n t i f i e d  by o u r  r e s p o n d e n t s  a l l  such  

a r e a s  were shown i n  T a b le  4 , 4 «

76

T a b le  -  4 , 4

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  C a p i t a l  
E x p e n d i t u r e  D e c i s i o n  A re as

Corpora*
t i o n s

£ n t e r -  
p r i  s e e

T o t a l

C a p i t a l  E x p e n d i t u r e  
Requi rem ents 20 2 d 45 ClOO)

C a p i t a l  S t r u c t u r e 20 2S 45  ( 1 0 0 )

C a p i t a l  E x p e n d i t u r e  
F in a n c in g 20 25 45  ( lO O )

C a p i t a l  E x p e n d i t u r e  
C o n t r o l 20 25 45  ( 1 0 0 )

C o n s t r u c t i o n  o f  C i v i l  
and E n g i n e e r i n g  f torks 8 13 21 ( 4 7 )

Arrangement o f  F u r n i t u r e ,  
f i x t u r e  and O f f i c e  
Equipments* 5 10 15 ( 33 )

I n c r e a s i n g  P r o d u c t i v i t y  
and E x p e n d i t u r e  f o r  
M e l f a r e  P u r p o s e s 4 8 12 ( 2 7 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  n u a b e r  o f  s a m p l e s ) *
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Th« T a b le  r e v « a l s  t h a t  t h «  I m p o r t a n t  a r e a *  I l k a  c a p i t a l  e x p e n d i 

t u r e  r e q u l r e m e n t « t  c a p i t a l  e t r u c t u r e ,  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  

and c o n t r o l  were taken  i n t o  c o n s i d e r a t i o n  by a l l  t h e  r e s p o n d w i t s  (lOO 

p e r c e n t ) *  O th e r  a r e a *  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  

r e p o r t e d  by 47 p e r  c e n t *  33 p e r c e n t *  and 27 p e r c e n t  o f  t h e  s a m p le s  

w e r e i  c o n s t r u c t i o n  o f  c l y l l  and e n g i n e e r i n g  works*  a r r a n g e m e n t  o f  

f u r n i t u r e *  f i x t u r e *  o f f i c e  e q u ip m e n ts *  e t c *  and I n c r e a s i n g  p r o d u c t ! *  

v l t y  a s  w e l l  as  e x p e n d i t u r e  f o r  w e l f a r e  p u r p o s e s  r e s p e c t i v e l y *  Zn 

t h e  p r e s e n t  s tu d y *  t h e  i m p o r t a n t  a r e a s  o f  c a p i t a l  e x p e n d i t u r e  d e c l «  

s i o n s  and c o n t r o l  w h ich  w e re  f u l l y  c o n s i d e r e d *  had been examined  i n  

t h e  c o n t e x t  o f  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n .

Both  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  w e r e  u s e d  f o r  

v a r i o u s  a ^ a s  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  i n  t h e  n a t i o n a l i s e d  

i n d u s t r i e s *  T a b le  4 * 5  e x h i b i t s  t h e  r e s p o n s e s  o f  t h e  s a m p le s  r e g a r d i n g  

t h e  t y p e s  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n i
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R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  Types  o f  
I n f o r m a t i o n  Used f o r  C a p i t a l  E x p e n d i t u r e  D e c i s i o n s

Table -  4.5

Types  o f

Samples | C o r p o r a - I  
t i o n s  1

I

E n te r .
p r i s e s

............... ' '
T o t a l  I

i
i

A c c o u n t i n g  
I n f o r m a t i o n

A c c o u n t i n g  Data frots 
F i n a n c i a l  S ta ten ien ts  
o f  E x i s t i n g  E n t e r 
p r i s e s 8 13 31 ( 4 7 )

A c c o u n t i n g  Data from 
F i n a n c i a l  S t a t e e e n t s  
o f  S i m i l a r  Types  o f  
E n t e r p r i s e s ' 8 12 20 ( 4 4 )

, j
O t h e r s t ( A u d i  t o r s '  
( l e p o r t s f  Newspaper  
R e p o r t s  e t c . ) 4

il

6 10 ( 2 2 )

N o n - A c c o u n - M arket  I n f o r m a t i o n 18 19 37 ( 8 2 )
t i n g  I n f o r -  
mati on Government S t a t i s t i c s 16 14 30 ( 6 7 )

Economic  Data 15 11 26 ( 5 0 )

O th e r s *  (MIS R e p o r t s ) 4 S 9 ( 2 0 )

( F i g u r e s  i n  th e  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p le s )

T a b le  4*5 shows t h a t  th e  t y p e s  o f  a c c o t i n t i n g  and n o n - a c c o u n t i n g  

i n f o r m a t i o n  u s s d  i n  o r d e r  o f  i m p o r t a n c e  and i t  i s  e v i d e n t  t h a t  t h e  

a c c o u n t i n g  i n f o r m a t i o n  v e r e  l e s s  used  than n o n - a c c o u n t i n g  i n f o r m a t i o n  

f o r  V a r i o u s  a r e a s  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l *

B a s in g  on T a b le  4 . 5 ,  t h e  r e s p o n s e s  o f  t h e  s a m p le s  r e g a r d i n g  t h e

e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  u s e d  i n  c a p i t a l

e s ip e n d i t u r e  d e c i s i o n  a r e  shown i n  T a b le  4 « 6 »
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Table -  4*6

R e s p o n s s s  o f  the  Samples  r e g a r d i n g  t h e  E x t e n t  o f  Use o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  Z n f o m a t i o n  I n  C a p i t a l  

E x p e n d i t u r e  D e c i s i o n s '

Types  o f  1 i I t I
i f o m a t i o n  I A c c o u n -  tN on«Accoun4  T o t a l  1 L e v e l  o f  i

I t i n g  K i S i g n i f i c a n c e  I
I I I I

______i______________ I______________I____________________i
C o r p o r a t i o n s  20 ( 2 7 )  53 ( 7 3 )  73  ( lO O )  C h i - S q u a r e *  2 « 2 1

E n t e r p r i s e s  31 ( 3 9 ) 49 ( 6 1 ) 80 ( lO O )  N ot  S i g n i f i c i i n t  a t
•05 l e v e l

T o t a l  » 51 ( 3 3 )  102 ( 6 7 )  153 ( lO O )

( F i g u r e s  i n  b r a c k e t s ^ a r e  column p e r c e n t a g e s ) *

Thus^ 67 p e r  c e n t  o f  t h e  s a m p le s  v i e w e d  the  ty(>es o f  the  i n f o r m a *
I  ̂ '

t i o n  u se d  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  as  r e l a t e d  t o  n o n - a c c o u n 

t i n g  ( s u c h  a s  e c o n o m i c  d a t a i  O o v e m m e n t  s t a t i s t i c s #  a a r t c e t  i n f o r o a -  

t i o n ,  MIS r e p o r t s ^ e t c . )  w h i l e  33 p e r  c e n t  o f  th en  v i e w e d  t h o s e  a s  

r e l a t e d  t o  a c c o u n t i n g  ( s u c h  a s  a c c o u n t i n g  d a t a  from f i n a n c i a l  s t a t e -  

n e n t s »  r e p o r t s ,  e t c *  o f  s i n i l a r  and e x i s t i n g  t y p e s  o f  e n t e r p r i s e s ) *

Of t h e  saa ip les  a t  c o r p o r a t i o n  l e v e l f  73  p e r  c e n t  and 27 p e r  c e n t  

p e r c e i v e d  t h o s e  a s  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o m a -  

t i o n  r e s p e c t i v e l y *  On t h e  o t h e r  hand,  o f  t h e  e n t e r p r i s e  h e a d s ,  61 

p e r  c e n t  and 39 p e r  c e n t  p e r c e i v e d  t h o s e  a s  r e l a t e d  t o  n o n - a c c o u n t i n g  

and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y *

Out o f  th e  s a m p le s  who v i e w e d  t h e  t y p e s  o f  i n f o r m a t i o n  u s e d  a s  

n o n - a c c o u n t i n g ,  52 p e r  c e n t  and 48 p e r  c e n t  b e l o n g e d  t o  t h e  c a t e g o 

r i e s  o f  c o r p o r a t i o n s '  s a m p le s  and e n t e r p r i s e  h ead s  r e s p e c t i v e l y  w h i l e  

o u t  o f  t h e  s a m p le s  who v i e w e d  the  t y p e s  o f  i n f o r m a t i o n  u s e  a s  r e l a t e d
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to  a c c o u n t i n g ,  61 p e r  c e n t  and 39 p e r  c e n t  b e l o n g e d  to t h e  c a t e g o 

r i e s  o f  e n t e r p r i s e  h e a d s  and c o r p o r a t i o n * *  h e a d s  r e s p e c t i v e l y .

Z t  i s  t h u s  e v i d e n t  t h a t  t h e r e  had been w id e  u s e  o f  n o n - a c c o u n -

BO

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  b o th  a t  c o r p o r a t i o n  

and e n t e r p r i s e  l e v e l s *  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  

between the  e x t e n t  o f  u s e  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  and t h e  I s v e l s  

o f  u s e  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That i s »  th e  o p i n i o n  v a r i  a -  

t i o n  a s  r e g a r d s  t h e  e x t e n t  o f  u s e  o f  n o n - a c c o u n t i n g  and a c c o u n t i n g  

i n f o r m a t i o n  in  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  i n  s e l e c t e d  

n a t i o n a l i s e d  I n d u s t r i e s  was I n d e p e n d e n t  o f  t h e  v a r i a t i o n s  In t h e  

l e v e l s  o f  such  u s e .  — —  -— " I  ~
^  ^  II ' '  . !

4 . 3 ( a )  C a p i t a l  E x p e n d i t u r e  f tenuiTements  D e c i s i o n
I I

In B a n g la d e s h *  th e  ProJ e c t  Pro  forma shows t h e  i n v e s t m e n t  c o s t  

o f  the  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  and an a n a l y s i s  o f  the 

saiBe o f  th e  s e l e c t e d  i n d u s t r i a l  e n t e r p r i s e s  r e v e a l s  the  raa ior  compo

n e n t s  o f  c a p i t a l  e x p e n d i t u r e  o f  b o t h  New and BMR p r o j e c t s  as*

i .  P r e - c o n s t r u c t i o n  Expendl t u r e , v l z . ,  a d v a n c e  e x p e n d i t u r e t  ^and 

a c q u i s i t i o n ,  la n d  d e v e l o p m e n t ,  s i t e  d e v e l o p m e n t ,  r i g h t  o f  way 

and o t h e r s !

i i .  C o n s t r u c t i o n  Expend! t u r e , v l  s . ,  a d m i n i s t r a t i v e  and r e s i d e n t i a l  

b u i l d i n g s ,  r o a d s t  a c c e s s  and d r a i n a g e ,  and c o n s t r u c t i o n  w ork s  

such  a s  g a r r a g e ,  g e n e r a t o r  room ,  d o c m i t o r y t  g a t e  h o u s e  and 

bo u n d a ry  w a l l f
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i l i «  Expend! t u r «  f o r  M a c h in e r y  and Equipment^vl  z « » b o t h  l m p o r t « d  

and l o c a l  m a c h i n e r i e s  and eq u ip m e n ts *  c u r r e n t  and f i x e d  C o s t  

o r  e x - f a c t o r y  c o s t  i n c l u d i n g  d u t i e s »  t a x e s *  t r a n s p o r t a t i o n  

e x p e n s e ^  e t c .  and

i v «  O th e r  C o s t s  namelVt i n s t a l l a t i o n  e x p e n d ! t u r e t  o v e r h e a d  o f  

s p o n s o r i n g  a9 m c y  and p r o j e c t ,  i n t e r e s t  c h a r g e s ,  a l l o w a n c e s  

f o r  u n f o r e s e e n  c o s t ,  w o r k in g  c a p i t a l  e t  c e t r a *

In o r d e r  t o  i n v e s t i g a t e  t h e  usa o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  

i n f o r m a t i o n  and d a t a  i n  d e c i s i o n s  orv o r i g i n a l  r e c fu i r e m e n t s  o f  t o t a l  

c a p i t a l  e x p e n d i t u r e  o f  74  e n t e r p r i s e s  e s t a b l i s h e d  d u r i n g  t h e  p e r i o d
-  = _ ; '

1 9 5 1 /5 2  -  1 9 7 1 /7 2  u n d e r  t h e ~ s « l * c t e d  n a t i o n a l i s e d  i n d u s t r i e s ,  t h e  * 

T a b le  4 « 7  has  been p r e s e n t e d  b e lo w *
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D e c i s i o n  on O r i g i n a l  R«qui  rantents  o f  T o t a l  C a p i t a l  E x p e n d i tu r t f  (Elemer 
7 4  G n t e r p r i s a s  E s t d .  ( b y  PIDC/EPIDC/BIDC) D u r in g  t h «  P a r i o d  1 9 5 1 / 5 2 - 1< 
t h e  S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s  ( f o m e r l y  u n d e r  P u b l i c  S e c t o r )  >

(AiBount i n  Mi l l !

TabU -  4 .7

!  s r . ! ' " !
1 t r i e s  }

C o t t o n Sugar & Food S t e e l  and 
E n g i n e e r i n g

ChecRica]
F e r t i l l

I H a j o r S l e -  1________
fcnents o f  1 1000  ^ 
{ ( ^ o p i t a l  l u n i t s  ^ 
i s  »D OR i  tu  r e Ic ao  a c l  t v

I 1000  „  
I u n i t s  *  
I c a o a c i  ty

I 1000  q, 
iuni  t s  
I c a o a c i  tv

I 1000  V
l U n i t s  *  
( c a o d c i t y

1 1000 
l U n i t s

P r o - C o n s -  
t r u c t i  on 
Expend !  t u r e

1 .5 1 0 . 0 1 1 . 5 1 0 . 0 3 1 . 6 8
.1 0 . 0 3

1 ‘

1 . 4 5 0 . 0 2

C o n s t r u c t i o n , .
E x p e n d i t u r e 3 9 . 1 0 0 . 2 5 3 7 . 8 8 0 . 6 5 3 6 . 5 2 0 . 6 4 3 0 . 9 2 0 . 3 5

U a c h i n e r y  & i 6 * 9 4  
E qu ipm en ts 4 5 . 5 8 0 . 3 1 4 6 . 9 7 0 . 8 4 4 7 . 2 0 1 . 1 0 5 3 . 1 4 0 . 6 0

O t h e r  C o s t s  5 « 1 3 1 3 . 8 1 0 . 0 9 1 3 . 6 4 0 . 2 6 1 4 . 6 0 0 . 3 0 1 4 . 4 9 0 . 2 1

T o t a l  t 3 7 . 1 6 1 0 0 . 0 0 0 . 6 6 1 0 0 . 0 0 1 . 7 8 1 0 0 . 0 0 2 . 0 7 1 0 0 . 0 0 1 . 1 8

S o u r c e s  A p p e n d ix  I ( A ) ;  (B a s e d  on BIDC i n  F i g u r a s ) .
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The a b o v e  T a b le  shows t h e  t o t a l  c a p a c l t y - w i s e  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  c l a s s i f i e d  i n t o  f o u r  m a j o r  e l e r e e n t s t  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  o f  1000  u n i t s  c a p a c i t y  and p e r c e n t a g e - w i s e  a l l o c a t i o n s  o f  

such  r e q u i r e f f l e n t s  anong the  g i v e n  e n t e r p r i s e s *  Such c a p i t a l  e x p e n d i t u r e  

r e c f u i r e n e n t s  and a l l o c a t i o n  t h e r e o f  i n t o  e l e a e n t s - w i s e t  b e i n g  the  ^a j  o r  

f i n a n c i a l  d e c i s i o n s  o f  the  p u b l i c  s e c t o r  i n d u s t r i e s  were  d e t e r m i n e d  on 

t h e  b a s i s  o f  a c t u a l  c o s t  o f  s i m i l a r  p r o j e c t s #  l o c a l  m a r k e t s  r a t e s t  

e c o n o m i c  t r e n d s  and rough  e s t i m a t e s  i n  the  c a s e  o f  *pre«*c on s t r u c t !  on* 

and * c o n s t r u c t l o n  e x p e n d i t u r e *  i t e m s  « h i l e  i n t e r n a t i o n a l  m ark e t  si  t u a -  

t l o n s f  i n t e r n a t i o n a l  i n f o r m a l  i n q u i r y ,  e t c . ,  w ere  c o n s i d e r e d  i n  c a s e  

o f  *f fiachlnory and e qu ip m en ts*  i m p o r t e d  from o u t s i d e  the  c o u n t r y *  Anong 

t h e  i d e n t i f i e d ^  e l e m m t s y  t h e  r e q u i r e m e n t s  f o r  ' c o n s t r u c t i o n  e x p e n d i t u r e * ,  

and ' a a c h i n e r y  and equ ipm ent*  w e re  h i g h e r  a s  com pared  t o  o t h e r  i t e m s  

r a n g i n g  from 29*66  p e r  c e n t  t o  39*10 p e r c e n t  and 45* &8  p e r  c e n t  r e s p e c 

t i v e l y *  Then i n  d e t e r m i n a t i o n  o f  such  r e q u i r e m e n t s  and a l l o c a t i o n s  i n  

t h e  i t e m s  l i k e  'm a c h i n e r y  and e q u i p m e n t ,  heavy  i n d u s t r i e s ,  v i z * .  S t e e l  

and E n g i n e e r i n g ,  and C h i m l c a l  and F e r t i l i z e r  used  m ore  i n t e r n a t i o n a l  

r ough  i n q u i r y  and m ark e t  s i t u a t i o n  i n f o r m a t i o n  ( r a n g i n g  from  d 3*14  p e r  

c e n t  and 50*8 5  p e r  c e n t )  than from l e s s  heav y  i n d u s t r i e s  v i z * .  J u t e ,  

C o t t o n  and Sugar ( r a n g i n g  f rom 4 5* 5 8  p e r  c e n t ,  46* 9 7  p e r  c e n t  and 

47*20  p e r  c e n t ) *

In t h e  l i k e  manner ,  th e  d e c i s i o n s  f o r  o r i g i n a l  r e q u i  re fnents  o f  

th e  m a jo r  e l e m e n t s  o f  c a p i t a l  e x p e n d i t u r e  o f  14 e n t e r p r i s e s  e s t a b l i 

shed d u r i n g  t h e  p e r i o d  1 9 7 2 /7  3 - 1 9 8 1 / 8 2 ,  u n d e r  the  s e l e c t e d  i n d u s t r i e s  

have  been  p r e s e n t e d  i n  T a b l e  4*8«
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T a b l «  -  4 . 8

D e c i s i o n  on O r i g i n a l  R e q u i r e m e n t s  o f  T o t a l  C a p i t a l  E x p e n d i t u r e  (E lem en t  
14 E n t e r p r i s e s  E s t a b l i s h e d  d u r i n g  th e  P e r i o d ,  1 9 7 2 /7 3  -  1 9 8 1 - 8 2  u n d e r  

S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s e

(Amount i n  M i l l i o

J u t e G o t t e n
T e x t i l e

Sugar and S t e e l  and Cheroica
Food E n g i n e e r i n g  F e r t i  l i

( c a p i t a l
_ 1000 
i u n i t s % ( 1000 I 1000^ ^ R lU^U M t lOOO

[ u n i t s  ( u n i t s  I u n i t s  1 u n i t s
jl 1000

P r e - c o H s t r u c -  
t i o n  Expendi 
t u r e *

0 * 0 0 4 1 . 7 6 0 . 0 4 5 1 . 4 4 0 . 1 6 8 3 . 3 6 0 . 3 5 1 . 5 9 0 . 0 9

C o n s t r u c t i o n
E x p e n d i t u r e 0 * 0 8 5 3 7 . 4 4 0 * 4 9 6 1 5 . 8 8 0 . 5 9 7 1 1 . 9 5 6 . 7 2 3 0 . 6 1 1*99

M a c h in e r y  and 
E q u ip m en ts 0 . 1 0 9 4 8 * 0 2 2 . 0 0 1 6 4 . 0 7 2 . 2 3 8 4 4 . 8 2 1 2 . 2 5 5 5 . 8 2 3*50

o t h e r  C o s t s 0 . 0 2 9 1 2 . 7 8 0 . 5 8 1 18*61 1 .9 9 1 3 9 . 8 7 2 . 6 3 11*98 0 . 7 2

T o t a l  I 0 . 2 2 7 1 0 0 . 0 0 3 . 1 2 3 1 0 0 . 0 0 4 . 9 9 4 1 0 0 . 0 0 2 1 . 9 5 1 0 0 * 0 0 6 . 3 0

S o u r c e *  A p p e n d ix  I ^ ( B )  (B a s e d  on R e s p e c t i v e  P r o j e c t  P r o f o r m a ) *
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The « a l d  T a b l e  a l s o  shows t h e  t o t a l  c a p a c l t y w l s e  c a p i t a l  expert* 

d l t u r e  r e q u i r e m e n t s  c l a s s i f i e d  i n t o  f o u r  m a j o r  e ie c a e n t s t  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  o f  1000  u n i t s  c a p a c i t y  and p e r c e n t a g e  a l i o *  

c a t i o n  o f  such  rec^ lT e f l ten ts  o f  t h e  ab o v e  e n t e r p r i s e s *  V a r i o u s  f a c 

t o r s  l i k e  a c t u a l  c o s t  o f  s i m i l a r  p r o j e c t s t  l o c a l  i n t e r n a t i o n a l  

m ark e t  s i t u a t i o n s *  d e p a r t m e n t a l  r ough  e s t i m a t e s *  a s s u m p t i o n s , e t c *  

were a l s o  c o n s i d e r e d  f o r  d e c i d i n g  the  c a p i t a l  e x p e n d i t u r e  r e c ^ i r e -  

iftents o f  t h e s e  e n t e r p r i s e s *  ^mong t h e  m a jo r  e l e m e n t s *  the r e q u i r e *  

inents  f o r  ’ m a c h in e r y  and equ ip m ents*  r e c o r d e d  t h e  h i g h e s t  p e r c e n t a g e  

r a n d i n g  froia 4 4* 8 2  p e r  c e n t  t o  64*0 7  p e r  c e n t  s i g n i f y i n g  the  u$e o f  

i n t e r n a t i o n a l  o a r k e t  s i t i a t l o n s  and enqu i  r i e s .  In  th e  c a s e  o f  t h e
I I 1 ' ii

a b o v e - n o t e d  i n d u s t r i a l  e n t e r p r i s e s *  the o t h e r  n o t i c e a b l e  f e a t u r e  i e  

t h a t  an e l e m e n t , v i z .  " o t h e r  c o s t s ' *  a l s o  a b s o r b e d  r e a s o n a b l e  a l  l o c a *  

t i o n s  r a n g i n g  from 11*43 p e r  c e n t  t o  39*87  p e r  c e n t  s i g n i f y i n g  t h e  

u s e  o f  a c t u a l  c o s t *  d e p a r t m e n t a l  r ough  e s t i m a t e ,  p e r c e n t a g e *  assump

t i o n *  f i x e d  a v e r a g e s  and lumpsums a s  t h e  b a s e s  f o r  d e c i d i n g  t h e  

r e q u i r e m ^ t s  o f  such  an e l e m e n t  o f  c a p i t a l  e x p e n d i t u r e *

I t  was a l s o  o b s e r v e d  t h a t  o n e  o f  the  l e e s  h e a v y  i n d u s t r i e s  v i z *  

C o t t o n  T e x t i l e  r e c o r d e d  th e  h i g h e s t  p e r c e n t a g e  ( 6 4 * 0 7 )  In r e s p e c t  

t o  i t s  a l l o c a t i o n  o f  o r i g i n a l  r e q u i r e m e n t s  i n  * n a c h i n e r y  and e q u i p 

ments* a s  compared  t o  heavy i n d u s t r i  e s ,  v i  z* S t e e l  and E n g i n e e r i n g  

and Chemical  and F e r t i l i z e r  r e c o r d i n g  55* 8 2  p e r  c e n t  and 5 5 * 5 3  p e r  

Cent  r e s p e c t i v e l y *  Thus* from the a b o v e  a n a l y s i s  i t  i s  e v i d e n t  t h a t  

n o n - a c c o u n t i n g  i n  f o r m a t i o n ^ v i  z* i n t e r n a t i o n a l  s a r k e t  s i t u a t i o n s  and 

e n q u i r i e s *  d e p a r t m e n t a l  rough  e s t i m a t e s *  a s s u m p t io n *  f i x e d  a v e r a g e s ^

e t c *  had been  more u s e d  than t h e  a c c o u n t i n g  i n f o r t n a t i o n  ( v i z *  a c t u a l

B3
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c o s t  o f  s i m i l a r  p r o j e c t s )  f o r  d e c i s i o n s  in  c a p i  t a l  e x p e n d i t u r e  r e q u i r e -

a o n t s  ( e lem en t*M i  s e )  o f  such  e n t e r p r i s e s  u n d e r  t h e  s e l e c t e d  i n d u s t r i e s *

T h ere  a r e  v a r i o u s  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  w h ich  w ere  

taken  I n t o  c o n s i d e r a t i o n  as  t h e  b a s e s  f o r  c o s t  e s t i m a t e s  o f  c a p i t a l  

e x p e n d i t u r e  o f  th e  e n t e r p r i s e s  s « t - u p  d u r i n g  t h e  p e r i o d  1 9 7 2 /7 3  t o  

1 9 8 1 / 8 2  w h ich  a re  d e p i c t e d  i n  t h e  T a b le  4 . 9 *

T a b le  -  4*9

R e s p o n s e s  o f  the  Satnples r e g a r d i n g  t h e  B a s i s  f o r  C o s t
E s t i m a t e s  o f  C a p i t a l  E x p e n d i t u r e  ( I t f H i - w i s e )  o f  P r o j e c t s
E s t a b l i s h e d  d u r i n g  t h e  P e r i o d  1 9 7 2 /7 3  t o  1 9 8 1 /8 2  u n d e r  

t h e  S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s
“  ' I  —  I , ---------

_ ' I'
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|P®rceniAssuiBpiFi xed  ( Lua-  j o t h - 1  
E s t l -  i  t a g e  j t i o n  |Avera|psua j e r s  |

I - I  T o t a l{ A c t u a l
I c a p i u l S .  I U n f o r a , a l E , t l .  \ { t i o n  j A v e r a j p s u .  j e r s  j  j
lExpendi  t u r W .  lEqui tyu (mate i  (PC) I ( a s )  I I I  I
iLUaui______I______m .% 1..liMkl i, ,.,,.1......... i, _____ I____I____-J

P r e - C o n s -  5 3  3
t r u c t l  on 
E x p e n d ! t u r e iu % )

C o n s t r u c t i o n  3 3  6
E x p e n d i t u r e  ( l l 5 t f )

M ach in ery  4 g 3
Equipments  ^ ^ 29 ^ )

O th e r  C o s t s  5 6  7 5 2  1 26
(463S)

T o t a l  I 17 9 15 7 5 2 1 - 5 6
(305C) (163C) {27%) {12%)  (9350 iA%) (29£) { 1 0 0 « )

The f a c t o T y a s  e v i d e n t  from t h e  same T a b le  a r e  a c t u a l  c o s t .  I n t e r n a t i o n a l  

forcnal e n q u l r y i  d e p a r t m e n t a l  rough  e s t i i s a t e f  p e r c e n t a g e s *  f i x e d  

a v e r a g e s ^  lump sums, e t c .  For d e c i d i n g  th e  c o s t  r e q u i r e m e n t s  o f  m a c h i n e r y
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and •qulpment*  I n t e r n a t i o n a l  I n f o r m a l  e n q u i r y  had b e o n  g r e i t l y  u s e d  

r e c o r d i n g  16 p e r  c « n t  a s  t h e  b a s i s  f o r  d e c i s i o n .  Xt  i s  e v i d e n t  froor 

t h e  T a b le  t h a t  a c t u a l  c o s t  and d e p a r t m e n t a l  r ough  e s t i m a t e s  r e c o r 

d i n g  30 p e r  c ^ t  and 27 p e r  c e n t  r e s p e c t i v e l y  w e re  « d d e l y / h i g h l y  

u se d  a s  t h e  b a s i s  f o r  d e t e r m i n i n g  t h e  c a p i t a l  e x p e n d i t u r e  r e q u i r e *  

raenta For  e s t i m a t e s  o f  an e l e m e n t  * o t h e r  c o s t s ' t  d i f f e r e n t  bases^  

v i x *  a c t u a l  c o s t  (53K), d e p a r t m e n t a l  rough  e s t i m a t e s  ( 6 ^ ) ,  p e r c e n t a g e  

o f  p r o p o r t i o n  a s s u m p t i o n ,  f i x e d  a v e r a g e s  and lumpsum « t  v a r y i n g

r a t e s  ha<L been a d o p t e d  f o r  t h e  p u r p o s e *  A c c o u n t i n g  i n f o r n a t i o n  

l i k e  a c t u a l  c o s t  t r e a t e d  a s  h i s t o r i c a l  c o s t  o f  m a j o r  c a p i t a l  e l e n f l n t s

o f  o t h e r  s i m i l a r  p r o j e c t s  had been a d o p t e d  h e r e  a s  t h e  b a s i s  f o r
' ~  r

d e c i d i n g  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  to  t h e  e x t e n t  o f  30 p e r  

c e n t  and o t h e r  n o n - a c c o u n t i n g  f a c t o r s  r e c o r d  70  p e r  c e n t *
j “  ,

I t  i s  th u s  e v i d e n t  t h a t  n o n - a c c o u n t i n g  i n f o r f t a t i o n  had been 

more u s e d  than a c c o u n t i n g  i n f o r m a t i o n  a s  t h e  b a s i s  f o r  c o s t  d e t e r m i 

n a t i o n  o f  t h e  C a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  and t h a t  t h e  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i  s 30 p e r  c e n t  and t h a t  o f  n o n -  

a c c o u n t i n g  i n f o r m a t i o n  i  s 70  p e r  c e n t *

B e s i d e s  t h e  b a s e s  o r  f a c t o r s  c o n s i d e r e d  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  a s  m e n t i o n e d  i n  P r o j e c t  P r o f o r m a  and O f f i c i a l  R e c o r d s  

o f  t h e  s e l e c t e d  s e c t o r  c o r p o r a t i o n s i  « e  were  a l s o  i n t e r e s t e d  t o  

know from o u r  r e s p o n d e n t s  a s  t o  what  o t h e r  f a c t o r s  w e re  taken  I n t o  

c o n s i d e r a t i o n  i n  t h i s  r e g a r d .  F u rth e r*  i t  may a l s o  b e  m e n t i o n e d  

h e r e  t h a t  t h e  b a s e s  o r  f a c t o r s  m e n t i o n e d  i n  T a b l e  4 . 9  c o v e r e d  o n l y  

t h e  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o f  new p r o j e c t s  o r  BUR o r  

Expans ion  programme* b u t  th e  r e s p o n s e s  o f  t h e  s a m p le s  i n  t h i s  r e g a r d
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a l s o  c o v e r e d  th e  c o s t  e s t i m a t e s  o f  c a p i t a l  e x p e n d i t u r e  o t h e r  than  

n e «  p r o j e c t  o r  BMR o r  E xpans ion  Programme*

The f o l l o K i n g  T a b le  4 . 1 0  shows t h e  v a r i o u s  b a s e s  o r  f a c t o r s  

w h ich  a r e  taken i n t o  a c c o u n t  w h i l e  i n i t i a t i n g  and im p le ra e n t in g  

c a p i t a l  e x p e n d i t u r e  programme*

T a b l e  -  4 . 1 0

R e s p o n s e s  t h e  Samples  r e g a r d i n g  t h e  6 « s e s  o r  F a c t o r s  
f o r  D e c i t i in g  C a p i t a l  E x p e n d i t u r e  R e q u i r m e n t s

Samples ( C o r p o r a -  I E n t e r -  I Tota 1 {
I t i o n s  I p r i s e s  | |

^  ______I______ I___- _____ i
F u tu re  P r o f i t a b i l i t y  _r "  ’  11 20 ( 4 4 )

S o c i a l  C o n s i d e r a U o n  11 8 19̂  ( 4 2 )

F i n a n c i a l  and Economic
V i a b i l i t y  7 8 15 ( 3 3 )

C o s t  o f  A c q u i r i n g  Land, Land 
D eve lopm ent*  B u i l d i n g ,
M a c h i n e r i e s .  P l a n t s ,  e t c .  10 4 14 ( 3 1 )

C o s t - b e n e f i t  R a t i o  3 5 13 ( 2 9 )

T e c h n i c a l  V i a b i l i t y  9 3 12 ( 2 7 )

S o u r c e s  and A v a i l a b i l i t y  o f
F o r e i g n  and L o c a l  Funds 9 2 11 ( 2 4 )

E x i s t i n g  and S i m i l a r  E n te r 
p r i s e s  F i n a n c i a l  S t a t e m e n t s /
i^eports  5 S lO ( 2 2 )

C o n s i d e r a t i o n  o f  Changes  i n
F o r e i g n  Exchange R a t e s  5 3 8 ( l 8 )

O th e r s *  C o s t  o f  T r i a l  P r o d u c 
t i o n ,  L a st  p u r c h a s a  
R a te ,  Approved  C a p i t a l
B u d g e t ^ e t c .  N i l  4  4  ( 9 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  sam ples )*
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Among t h e  v a r i o u s  b a s e s / f a c t o r s  a s  I d e n t i f i e d  i n  t h e  a b o v e  

T a b le  by t h e  r e s p o n d e n t s  f o r  d e c i d i n g  c a p i t a l  e x p e n d !  t u r e »  f i n a n 

c i a l  r e p o r t s  o f  e x i s t i n g  o r  s i o i l a r  e n t e r p x i $ e * t  f u t u r e  p r o f i t a b i -  

l i t y t  c o s t  o f  l a n d f  b u i l d i n g  and n tach inery  and r e v e n u e  e x p e n s e s  and

c o s t  o f  t r i a l  p r o d u c t i o n  ixere c l a s s i f i e d  a s  a c c o u n t i n g  f a c t o r e

w h i l e  t h e  r e m a in in g  f a c t o r s / b a s e s  w ere  t r e a t e d  a s  n o n - a c c o u n t i n g  

o n e s *  I t  th u s  a p p e a r s  t h a t  n o n - a c c o u n t i n g  f a c t o r s  w e r e  h i g h l y  

taken  i n t o  c o n s i d e r a t i o n  f o r  d e c i d i n g  c a p i t a l  e x p e n d i t u r e .  I t  

i s  o b s e r v e d  t h a t  o u t  o f n a n y  f a c t o r s *  e x i s t i n g  and s i m i l a r  e n t e r 

p r i s e s *  f i n a n c i a l  r e p o r t s  and d a t a  were  c o n s i d e r e d  w h i l e  a d o p t i n g  

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l .

Based on T a b le  4 . 1 0 ,  t h e  r e s p o n s e s  o f  t h e  s a m p l e s  a s  r e g a r d s

t h e  V a r i o u s  b a s e s  o r  f a c t o r s  w h ich  a r e  taken i n t o  c o n s i d e r a t i o n  

w h i l e  making c a p i t a l  e x p e n d !  t o r e  d e c i s i o n s *  t h e  b a s e s  o r  f a c t o r s  

b e i n g  i d e n t i f i e d  a s  a c c o u n t i n g  and n o n - a c c o u n t i n g  a s p e c t s  a r e  shown 

i n  t h e  f o l l o w i n g  T a b le  4 . 1 1 .

T a b l e  -  4 . 1 1

R e s p o n s e s  o f  th e  S a n p le s  r e g a r d i n g  t h e  £ x t e n t  o f  A c c o u n 
t i n g  and N o n - A c c o u n t i n g  Base^  f o r  C a p i t a l  E x p e n d i t u r e  

R e q u i r e m e n ts  D e d  s i  on

B a s e s  | A c c o u n - |  N on-  } I ” ! 5 L e v e l  o f  [
| Le v e ls \ ^  I i ( | S i g n i f i c a n c e  j
jo f  Use j  t l n g  {___________________________j_______________________________ j

C o r p o r a t i o n  24 ( 3 1 )  54 ( 6 9 )  79  ( lO O )  C h l - s q u a r e  »  1*844

E n t e r p r i s e s  24  ( 42 ) 33 ( 58 ) 57 ( lO O )  N o t  S i g n i f i c a n t  a t
•05 l e v e l .

T o t a l  t 48 ( 3 6 )  87 ( 6 4 )  135 ( lO O )

( F i g u r e s  I n  b r a c k e t s  a r e  c o l u n n  p e r c e n t a g e s ) *
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From tha  a b o v *  T a b le  i t  i t  c l « a r  t h a t  64  p a r  c a n t  o f  t h «  sam* 

p l a s  p e r c e i v e d  t h e  b a t e *  o r  f a c t o r s  c o n s i d e r e d  i n  r naming c a p i t a l  

e x p e n d ! t u r a  d e c i s i o n s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  a s p e c t s  « i h l ! •

36 p e r  c e n t  o f  then p e r c e i v e d  t h e  same b a s e s / f a c t o r s  a s  r e l a t e d  t o  

a c c o u n t i n g  a s p a c t s *  Of  t h e  s a o p l e s  a t  c o r p o r a t i o n  l e v e l *  69 p e r  

c e n t  and 31 p e r  c e n t  p e r c e i v e d  t h e  b a s e s / f a c t o r s  a s  r e l a t e d  t o  n o n -  

a c c o u n t i n g  and a c c o u n t i n g  a s p e c t s  r e s p s c t i v e l y  on the o t h e r h a n d ,  o f  

t h e  e n t e r p r i s e  heads*  58 p e r  c e n t  and 42  p e r  c e n t  a l s o  p e r c s l v e d  

t h e  same b a s e s / f a c t o r s  a s  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  

a s p e c t s  r e s p e c t i v e l y *  Then* o f  t h e  s a m p l e s  who v i e w e d  the  b a s s g /  

f a c t o r s  a s  r e l a t e d  t o  n o n - a c c o u n t i n g *  62 p e r  c e n t  and 33 p e r—c « n t  

b e l o n g e d  ,t o  t h e  c a t e g o r i e s  o f  c o r p o r a t i o n s  s a m p l e s  and e n t e r p r M e  

h ead s  w h i l e  o f  t h e  s a m p le s  who v i e w e d  t h e  b a s e s / f a c t o r s  a s  r e l a t e d  

t o  a c c o u n t i n g ,  50 p e r  c e n t  b e l o n g e d  t o  e a c h  c a t e g o r y .

I t  i s  th u s  e v i d e n t  t h a t  f a c t o r s / b a s e s  c o n s i d e r e d  i n  making 

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  w ere  m o s t l y  r e l a t e d  t o  n o n - a c c o u n t i n g  

a s p e c t s  o f  b o t h  c o r p o r a t i o n s  and e n t e r p r i s e  l e v e l s *  M o r e o v e r *  t h e r e  

Was no s i g n i f i c a n t  r e l a t i o n s h i p  between t h e  e x t e n t  o f  o f  n o n - a c c o u n 

t i n g  b a s e s / f a c t o r s  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and t h e  l e v e l s  

o f  u s e  ( n o t  s i g n i f i c a n t  a t  *05 l e v e l ) *  That  i s *  th e  o p i n i o n  v a r i a 

t i o n  a s  r e g a r d s  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  

b a s e s / f a c t o r s  c o n s i d e r e d  w h i l e  making c a p i t a l  e x p e n d i t u r e  r e q u i r e 

m ents  d e c i s i o n  i n  n a t i o n a l i s e d  i n d u s t r i e s  was i n d e p e n d e n t  o f  t h e  

V a r i a t i o n s  i n  t h e  l e v e l s  o f  such  u s e  r e s u l t i n g  i n  o v e r - c a p l t a l i  ra 

t i o n  I n v o l v i n g  u n f a v o u r a b l e  i n p u t - o u t p u t  r a t i o *  The c a u s e s  l e a d i n g  

t o  o v e r  c a p i t a l i z a t i o n  be  t r a c e d  t o  i n a c c u r a t e  and h u n c h - b a s e d  

e s t i m a t e s *  d e l a y s  and a v o i d a b l e  e x p e n d i t u r e  d u r i n g  c o n s t r u c t i o n *
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s u r p l u s  I n s t a l l e d  c a p a c i t y ^  c o m p u l s i o n  t o  p u r e h a s o  I m p o r t e d  e c f i i p -  

ntent on a n o n * c o n p e t l  t l v  e b a s i s  u n d e r  f o r e i g n  c o l l a b o r a t i o n  a g r e e *  

mentSf  e x p e n s i v e  tu rn ^ k e y  c o n t r a c t s *  bad l o c a t i o n  o f  p r o J e c t S f  

p r o v i s i o n  o f  h o u s i n g  and o t h e r  s o c i a l  a m e n i t i e s  on a l i b e r a l  

s c a l e * ^ ®

91

4 . 3 ( b )  C a p i t a l  S t r u c t u r e  D e c i s i o n

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s  a r e  a l s o  r e l a t e d  t o  c a p i t a l  s t r u c *  

t u r e  which  i s  i n c l u d e d  i n  t h e  l o n g - t e m  f i n a n c i a l  d e c i s i o n s  o f  t h e  

o r g a n i z a t i o n *  D e c i d i n g  optimum c a p i t a l  s t r u c t u r e  i s  a n a J o r  t o p  

management r e s p o n s i b i l i t y  and a s t u p e n d o u s  ta s k  r e c f u i r i n g  a s  I t  d o e s  

an o b j e c t i v e  c o n s i d e r a t i o n  o f  a w id e  r a n g e  o f  i com plex  f a c t o r s  t h a t  

v a r y  s i g n i f i c a n t l y  among i n d u s t r i a l  e n t e r p r i s e s t  some o f  w M c h  f a l l  

beyond  t h e  p a r a m e t e r s  o f  t h e o r y . ^  C a p i t a l  s t r u c t u r e  o f  a f i n s  nayir
be  d e f i n e d  a s  th e  sum t o t a l  o f  i t s  e q u i t y  c a p i t a l  and l o n g - t e x m

d e b t s *  V a r i o u s  a u t h o r s  hav e  d e f i n e d  t h e  term c a p i t a l  s t r u c t u r e  I n
21v a r i o u s  w a y s .  B ie r a a n  and S a i d t  s a y s  t h a t  th e  c a p i t a l  s t r u c t u r e

i s  t h e  r e l a t i v e  p r o p o r t i o n  o f  t h e  v a r i o u s  k i n d s  o f  s e c u r i t i e s  a
22company has  u s e d .  Guthman and D o u g a l l  a r e  o f  t h e  same o p i n i o n .

23feihile T a y l o r  o p i n e s  a b o u t  t h e  term a s  t h e  t o t a l  o f  o u t s t a n d i n g

KUCHHAL, S . C . ,  C o r p o r a t i o n  F in a n c e  » P r i n c i p l e s  and P r o b l e m s ,  
C h a i t a n y a  P u b l i s h i n g  House ,  A l l a h a b a d ,  1979 ,  p . 9 0 1 .

Pi^DEY, I . M . ,  " F i n a n c i a l  D e c i s i o n - M a k i n g  > A Survey o f  Management 
U n d e r s t a n d i n g * ,  I n d i a n  Management.  N«w D e l h i ,  J a n u a ry ,  1 9 8 4 ,  p . 2 1 .

BIESMAN, HASOLD ( J r . )  and SMIDT, SE^MOUS, The C a p i t a l  B u d g e t i n g  
D i c j j l jB l l *  M a cm i l la n  C o . ,  N«w Y o r k ,  3rd  Ed,?  H 7 1 ,  p p .  1 6 5 - 1 6 6 .

guthman,  H.G. and DOUGa LL, H . E . ,  C o r p o r a t e  Fin;%nci a l  P o l l e v . 4 t h  Ed.^ 
P r e n t i c e  H al l  I n c . ,  Englewood  C l i f f s ,  New J e r s e y ,  p p .  2 1 3 - 2 1 6 .

TAYLOR, «*. b a y o ^d ,  F ^ a a f l i i U i . Z t t U c i . , g n t a j a g ^ s B . a »
2nd Ed. A p p l e t . o n - C e n t u r y ,  C r o f t s ,  New Y ^rk ,  p . 2 1 9 .
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l o n g - t « r m  s e c u r i t i e s ,  b o t h  e q u i t y  and d e b t .  V a n h o rn e  a l s o  h o l d s
25

t h e  same o p i n i o n .  K e s to n  and Brigham d e f i n e  the term a s  t h e  

p erm anent  f i n a n c i n g  o f  the  f i r a  r e p r e s e n t e d  by l o n g * t e r n  d e b t  p l u s  

p r e f e r r e d  s t o c k  and n e t  w o r t h .  I f  we hav e  a c l o s e  l o o k  i n t o  t h e s e  

d e f i n i t i o n s ^  i t  r e v e a l s  t h a t  e a c h  a u t h o r  has  e x p r e s s e d  the  t e r m  In  

r e l a t i o n  to  e q u i t y  and d e b t .  As s u c h ,  f o r  t h e  p u r p o s e  o f  t h e  s t u d y .  

C a p i t a l  s t r u c t u r e  had been taken  a s  t h e  t o t a l  e q u i t y  and l o n g - t e r m  

d e b t  r e p r e s e n t i n g  t h e  p erm anent  s o u r c e  o f  f i n a n c i n g  t h e  c o i t a l  

e x p e n d i t u r e .  T h e r e f o r e *  t h e  c a p i t a l  s t r u c t u r e  d e c i s i o n  c o v e r s  th e  

d e t e r m i n a t i o n  o f  d i f f e r e n t  f o rm s  o f  l o n g - t e r m  s e c u r i t i e s  v i  e c f u i t y ,  

c a p i t a l ,  p r e f e r r e d  c a p i t a l  and l o n g - t e r m  d e b t  c a p i t a l .

 ̂ Uuch h as  been  w r i t t e n  on t h e  t o p i c  o f  c a p i t a l  s t r u c t u r e  d e c i 

s i o n  i . e .  t h e  d e b t - e q u i t y  r a t i o  o f  th e  e n t e r p r i s e .  The l i t e r a t u r e

o f  f i n a n c e  i s  f u l l  o f  d e t a i l e d  a n a l y s i s  o f  t h e  c o r p o r a t e  f i n a n c i n g
26d e c i s i o n  w i t h  r e g a r d  t o  t h e  o p t i o n a l  mix  o f  d ^ t  and e q u i t y  and

27
t h e  p r o b le m  t h a t  a r i s e s  h e r e  i s  t h e  c h o i c e  betw een  e q u i t y  a n d .

Though b o t h  t h e  e q u i t y  and t h e  d e b t  c a p i t a l  h a v e  d i s t i n c t
28a d v a n t a g e s  t o  t h e  f i r m ,  y e t  t h e  c a p i t a l  s t r u c t u r e  d e c i s i o n  becom es  

t h e  o u t co m e  o f  c o n f l i c t i n g  o p i n i o n s  and t e n d t f i c i e s .  O f  c o u r s e ,  t h e  

main p r o b le m  i n  t h i s  r e s p e c t  i s  n o t  t h e  c h o i c e  be tw een  d ^ t  and

92
24

F i n a n c i a l  W a n a a e a e n ^ P n l i c v .  P r e n t i c e * H a l  1 
mi t e d .  New D e l h i ,  1 97 6 ,  p . 144 .

VANHO:?NE, JAMES C . ,  
o f  I n d i a ,  P r i v a t e  Limi

fcESTON, J.ERED and BRIGHAM, F.  EUGENE, M a n a g e r i a l  F i n a n c e .  
o p .  c i t . ,  p p . 2 5 3 - 2 5 4 .

M0:?RIS, JAMES R . ,  "On C o r p o r a t e  M a t u r i t y  S t r a t e g i e s "  J o u r n a l  o f  
F i n a n c e .  V o l .  XXXI, N o .  1,  March 1 9 7 6 ,  p . 2 9 .

^  WALKER, ERNEST K. and BAUGHAN, WILLIAM H . ,  P l f lnn iP q
And P o l i c y ,  o p .  c i t . ,  p . 1 07 .

I b i d . ,  p p .  1 0 8 - 1 0 9 .
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• q u l t y  b u t  t h «  d e c i s i o n  o f  c o r r e c t  p r o p o r t i o n *  Kill son h a s  n a r r a t e d

main f i v *  I n f l u e n c i n g  f a c t o r s  to  b «  c o n s l d s r e d  I n  making such d e c i -  
29s l o n  as> ( l )  n a t u r e  and r s q u i r e n e n t  o f  th e  I n d i v i d u a l  e n t e r p r i s e s *  

( 1 1 )  r e l a t i v e  c o $ t s |  ( 1 1 1 )  r e l a t i v e  r i s k s ,  ( I v )  r e l a t i v e  r e t u r n s  and 

( v )  a v a i l a b i l i t y  o f  f u n d s .  T h e r e f o r e ,  th e  a p p r o p r i a t e  p r o p o r t i o n  o f  

d e b t  and e q u i t y  c a p i t a l  o f  an e n t e r p r i s e  m i g h t  b e  d e t e r m i n e d  a ^ t e r  

c o n s i d e r i n g  a l l  the a b o v e  f a c t o r s *  One a u t h o r  i n  t h i s  c o n t e x t ,  

o b s e r v e s  i n  a s tu dy  t h a t  t h e  f l n a  s h o u l d  b a s s  t h e i r  s t o c k  and bond

i s s u e  d e c i s i o n  on t h e  r e q u i r e m e n t s  f o r  p e m a n a n t  c a p i t a l  e x p e n d i t u r e
30and on t h e i r  l o n g - t e m  d e b t  c a p a c i t y *

S i n c e  the  I m p o r t a n c e  o f  m a i n t a i n i n g  t h e  p r o p e r  and a c c u r a t e  d e b t -  

e q u i t y  r a t i o  has  been r e c o g n i z e d  a s  an I m p o r t a n t  p a r t  and p a f c e l  o f
 ̂ I "I

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s ,  any wrong d e t e r m i n a t i o n  o r  d e c i s i o n

t h e r e o f  ( o f  the  r a t i o )  t e n d s  t o  e s c a l a t e  t h e  l o s s e s  o r  d e c r e a s e  t h e

p r o f i t s  e a r n e d  by t h e  ^ t e r p r i s e * ^ ^  R e a l i z i n g  the  i m p o r t a n c e ,  some
32a u t h o r s  a r e  o f  t h e  o p i n i o n  t h a t  th e  d e b t - e q u i t y  r a t i o  s h o u l d  b e  

b a s e d  n o t  on th e  a r b i t r a r y  d e c i s i o n  b u t  on t h e  p r o j e c t  r i s k  e h a r a c >  

r i  s t i e s  and a c t u a l  a c c o u n t i n g  i n f o r m a t i o n  o f  s i m i l a r  p r o j e c t s *  I'lot 

w i t h s t a n d i n g  th e  a b o v e  f a c t s  t h e  C o n t r o l l e r  o f  C a p i t a l  I s s u e s  had 

p r e s c r i b e d  5 0 i 5 0  d e b t - e q u l t y  r a t i o  a s  t h e  c a p i t a l  s t r u c t u r e  f o r  t h e  

i n d u s t r i a l  e n t e r p r i s e s  u n d e r  t h e  s e l e c t e d  i n d u s t r i e s  b e f o r e  and 

a f t e r  t h e r  n a t i o n a l i s a t i o n  i n  B a n g la d e s h *  384813

In  o r d e r  t o  show t h e  d e c i s i o n  on s t r u c t u r a l  c o m p o n e n t s  o f  c a p i t a l  

o f  74  e n t e r p r i s e s  a t  t h e i r  i n i t i a l  p e r i o d  1 9 5 1 /5 2  to  1 9 7 1 /7 2  and t h a t  
o f  14 e n t e r p r i s e s  e s t a b l i s h e d  d u r i n g  1 9 7 2 /7 3  t o  1 9 8 1 - 8 2 ,  t h e  f o l l o w *  
i n g  T a b le  12 has  been p r e s e n t e d *

29 WILSON, R«M» Sy» ^ F j P a f t d l J ^ g Q , L ,  «,■ t i M .  M c G r a w -H i l l
Book Company (UK) L t d * ,  London ,  1 9 7 4 , p * 2 1 4 *

30 Ta g g ^AT ( j : ?) ,  **A Model  o f  C o r p o r a t e  F i n a n c i n g  D e c i s i o n * ,  Journa l .
f t f  f i n a n c e .  V o l .  XXXII ,  N o .  5 ,  November 197 7 ,  p * 1 4 6 7 *

P e r s p e c t i v e !  A s p e c t s  o f  F l n a n -  
I n d i a ,  PhtSi.Ihe.sU» o r i e n t

93

31 MATHUR-B.P,,  - P u b l i c  E n t e r p r i s e s  i n  
c i a l  A d m i n i s t r a t i o n  and C o n t r o l  i n  I 
Longman L t d ,  New D e l h i ,  197 3 ,  p .  138*

32 MYERS, S*C* and POGU£.G*A*, "A P ro g ra m n ln g  A p p r e a c h  t o  C o r p o r a t e  
F i n a n c i a l  M anagem ent ,*  J o u r n a l  o f  F i n a n c e .  - M nr
1 97 4 ,  p . 5 9 8 .
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I t  Is  observed froro th« Table that in both th« periods actual 

structural conpon«nt$ did not conforo to the decided ratio since 

the equity-debt ratiOf on an average* o f  the enterprises during 

thoir period o f  establl sh*aent 1951/52 to 1971/72 and that o f  the 

Mltsrprises set up during the period 1972/73 to 1981/82 were 

47t53 and 44*56 respectively shouing nore reliance on debt capital 
in the post liberation period.

The ratio was most disproportionate in the case o f Chemical 

and F ertilizer  Industry at 36i74 in the in i t ia l  period o f 1951/&2 

to 1971/72 and in Jute and Steel and Engineering Industries e t  ^*70

95

j and 20t80f alnost favourable structural components position in the 

case of remaining industries at both the^said periods* the impor

tant reasons for the above-mentioned disproportionate ratio  might 

be the arbitrary decision of structural cotaponents o f capital at 

50*50 taken by the concerned authority not based on the accounting 

but on economic factors*

Then a compax^ative picture of the structural components o f  

capital of the 74 enterprises during the period o f  their es ta b li

shment 1951/52 to 1971/72 and that o f 245 enterprises during their 

operating period covering 1975/76 to 1979/80 has be on presented 

below in Table Table 4.13.
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57

I t  i «  a l s o  e v i d e n t  f r o n  t h «  a b o v t  T a b l e  t h a t  th e  c a p i t a l  

s t r u c t u r e  o f  b o t h  g r o u p s  o f  e n t e r p r i s e s  a t  b o th  t h e  p e r i o d s  

v a r i e d  from t h e  p r e s c r i b e d  s t r u c t u r e  and t h e  r a t i o  on t h e  

a v e r a g e ,  f o r  a l l  i n d u s t r i e s  was 21*79  a t  t h e  o p e r a t i n g  p e r i o d  

a s  a g a i n s t  4 7 t 5 3  d u r i n g  t h e  i n i t i a l  p e r i o d .  H o r e c v e r »  t h e r e  

Mas h i g h l y  d i s p r o p o r t i o n a t e  r a t i o  i n  c a p i t a l  s t r u c t u r a l  compo

n e n t s  o f  th e  e n t e r p r i s e s  un d er  a l l  s e l e c t e d  i n d u s t r i e s  d u r i n g  

t h e i r  o p e r a t i n g  p e r i o d *  v i z * ,  1 8 i 8 2  f o r  J u t e *  2 6 i 7 4  f o r  C o t t o n ,  

3 6 i 6 4  f o r  Sugar  and F o o d ,  16*84  f o r  S t e e l  and E n g i n a e r i n g  a » d

23»77  f o r  Chem ica l  and i’ e r t l l i z e r  I n d u s t r i e s *  T h i s  r e s u l t e d
i-1

i n  a v e r y  h ig h  rat io  o f  d e b t  c a p i t a l  a s  a g a i n s t  e q u i t y  c a p i t a l  

f o r  a l l  the I n d u s t r i e s *  The n a l n  r e a s o n  f o r  t h i s  d i s p r o p o r *  

t i o n a t e  r a t e  m i g h t  be i d e n t i f i e d  as  u s e  o f  n o n - a c c o u n t i n g  and 

e c o n o m ic  i n f o r m a t i o n  i n  d e c i s i o n s  o f  s t r u c t u r a l  c o m p o n e n t s  o f  

t h e  e n t e r p r i s e s  by t h e  c o n c e r n e d  a u t h o r i t y .  V a r i a t i o n  i n  

e x c h a n g e  r a t e  In  f o r e i g n  c u r r e n c y  and p a u c i t y  o f  d o f f les t ic

c a p i t a l  o r  i n a b i l i t y  t o  make a r r a n g e m e n t  f o r  d o m e s t i c  c a p i t a l  

m ig h t  be  th e  r e a s o n s  f o r  r e l i a n c e  on d e b t  c a p i t a l .  The u l t i m a t e  

r e s u l t  i s  t h e  b i g  amount o f  i n t e r e s t  t o  be  c h a r g e d  on t h e  l o n g  

term d e b t  c a p i t a l  t h u s  a f f e c t i n g  the v e r y  p r o f i t a b i l i t y  o f  t h e  

i n d u s t r i e s  t o  a g r e a t  e x t e n t *

4 * 3 ( c )  C a p i t a l  E x p e n d i t u r e  F i n a n c i n g  D e c i s i o n

L o n g - te rm  f i n a n c i a l  p o l i c i e s  and d e c i s i o n s  a l s o  e m b ra ce  

the  i s s u e s  r e l a t e d  t o  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g .  Here t h e  

m o s t  i m p o r t a n t  c h o i c e  i n  b u s i n e s s  f i n a n c i n g  i s  t h e  r e l a t i v e
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p r o p o r t i o n  o f  t h e  f l r m * s  t o t a l  f i n a n c e  w h ich  i s  t o  b e  r a i s e d  

i n  t h «  f o m  o f  e q u i t y  and d e b t *  S i n c e  t h e  i n d u s t r i a l  e n t e r *  

p r i ^ ^ a  i n  B a n g l4 d e s h  had been  o f  c a p i t a l  d e p e n d e n t  typ O f  t h e y  

had t o  u s e  b o t h  t h e  l o c a l  c u r r e n c y  as  w e l l  a s  f o r e i g n  c u r r e n c y  

f o r  t h e  c a p i t a l  e x p e n d i t u r e  o f  t h e  p r o j e c t s *  The l o c a l  and 

f o r e i g n  c u r r w c y  c o s t  o f  t h e  c a p i t a l  e x p e n d i t u r e  o f  t h e  p r o j e c t s  

w ere  « e t  o u t  o f  e q u i t y  and b o r r o w e d  c a p i t a l  s u p p l i e d  by  t h e  

G o v e m n e n t  and t h e  f i n a n c i a l  i n s t i t u t i o n s  o f  the  c o u n t r y *

The f o l l o w i n g  T a b le  4 * 1 4  has  been p r e s e n t e d  t o  e x « n i n e

t h e  d e c l s r o n s  on f i n a n c i n g  > t h e  c a p i t a l  e x p e n d i t u r e  ( b o t h  e e t l *
' 1 ~  ̂  ̂ ^  -  i m a te s  and a c t u a l )  o f  7 4  e n t e r p r i s e e - < ^ u r i n g  t h e i r  i n i t i a l  p e r l c d

o f  e s t a b l i s h m e n t  1951/&2 t o  1 9 7 1 /7 2  u n d e r  t h e  s e l e c t e d  i n d u s -

t r i e s *
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T i b l «  -  4 . 1 4

D « c l > i o n  on F l n * n d n g  C a p i t a l  E * p * n d l t u r *  qul  r « « « n  t * (Of  1 j l n  j l  » n d  A c t u * l )  OF 7 4  E n t * r p r l s * t  D u r i n j  T h « l r  G* 
1 9 5 1 / S 2 - 1 9 7 1 / 7 2  un d*r  tho S * l « c t * d  N a t i o n , i l » * d  I n d u » t r l * s  ( F o r u r l /  u n d » r  P u b l i c  I n d u i t r l * *  S a c t o r )

j No . o J To t a l C o a t * E x p a n d l t u r *  In L o c a l  C u r r e n c y Exp^ndl  tu r *
p  c o -
[J t c t *  
1

o I
En t a r p r l t c * □ o v a r n n a n t  F l n a n c * I n a t l t u t l o n a l F i n a n c e O o v a r n n a n t  F ln an

1 O r l g l '
n a l

A c t u a l E q u i t y  C a p i t a l Oabt  C a p i t a l E q u i t y  C a p i t a l 0 * b t  C a p i t a l E q u i t y  C a p l t a f D a b t  C

. . . . . . O r l i j l -  L  .  , t o r l 9l -  
L j i ^  f i 4 L _

J u t * 40 420 69 3 120 134 - 128 143 - - - - 60

C o t t o n  T « « t l l a 3 32 36 9 10 - - 4 5 - - - - -

S ug ar  « n d  Food 12 213 258 100 120 - - 5 6 16 20 - - -

S t * « l  and 
E n g l n a a r l n g 8 601 78 3 270 3 SO - - - - - - 23 30 -

C h c a l c a l  and 
F t r t l l l  i * P 11 7 26 1141 220 347 135 213 41 70

T o t « l  • T4  21 9 2  2913 719 961 137 154 151 233 68 100 60

Z S o u r c t t  I 1 .  EPIDC,  Annual  R a p o r t * ,  1 9 6 9 - 7 0 |  D a c c a ,  1971^
I t .  A T t i c l * *  o f  A i s o c i a t i o n  o f  S * l * c t * d  E n t » r p r t > « i  and 

l i t .  M l n l t l r y  o f  E c o n o a t c  A f f « l r » ,  O o v t .  o f  P a k l a t a n ,  D a v l o o i r i a n t  P r o 1 « c t i . U a n j 9* r  o f  Pub l  1 ea t l  on * i Ka

^ ^ a . . d  o n .  A p p . n d l .

Dhaka University Institutional Repository



100

The d e c i s i o n  t o  f i n a n c o  th e  o r i g i n a l  t o t a l  c o s t  o f  t h e  c a p i t a l  

e x p e n d i t u r e  was Tk. 2 « l 9 2  m i l l i o n  o u t  o f  w h ich  t h e  e q u i t y  c a p i t a l  

was Tk« I f 056  a i l l i o n  and t h e  d e b t  c a p i t a l  was Tk« I t  136 m i l l i o n  

r e c o r d i n g  48 p e r c e n t  and 52 p e r  c e n t  r e s p e c t i v e l y .  At  a g a i n s t  

t h i s  d e c i s i o n y  th e  t o t a l  a c t u a l  c o s t  o f  t h e  e n t e r p r i s e s  was Tk» 

2 y 9 i 3  r a i l l i o n  o u t  o f  w h ich  e q u i t y  c a p i t a l  was Tk» l t 3 7 0  m i l l i o n  

«n d  t h e  d e b t  c a p i t a l  w a s ^ ^ >  l f 5 4 3  m i l l i o n  r e c o r d i n g  47 p e r  c e n t  

and 53 p e r  c e n t  r e s p e c t i v e l y *  Though t h e  quantum o f  a c t u a l  c o s t  

i n c r e a s e d  by Tk» 7 21  m i l l i o n t  t h e  p r o p o r t i o n  o f  s t r u c t u r a l  c o m p o -  

n ^ t s  was a l m o s t  same* Then,  b o t h  t h e  o r i g i n a l  and t h e  a c t u a l  

t o t a l  c o s t s  o f  t h e  e n t e r p r i s e s  w ere  f i n a n c e d  b o th  by Goveroraent
' I - j '

and f i n a n c i a l  i n s t i t u t i o n s *  Out o f  t h e  t o t a l ' o r i g i n a l  c o s t  o f  t h e  -  

e n t e r p r i s e s f f  t h e  e x p e n d i t u r e  i n  l o c a l  and f o r e i g n  c u r r e n c y  was 

Tk.  I t 0 0 7  m i l l i o n  and Tk* 1«1 85  m i l l i o n  b e a r i n g  46 p e r  c e n t  and 

54 p e r  c e n t  r e s p e c t i v e l y *  Cn th e  o t h e r  hand,  o u t  o f  t h e  t o t a l  

a c t u a l  c o s t  o f  t h e  e n t e r p r i s e s t  t h e  e x p e n d i t u r e  i n  l o c a l  and 

f o r e i g n  c u r r ^ c y  was Tk* 1«343  m i l l i o n  and Tk* 1*565  m i l l i o n  

r e c o r d i n g  45  p e r  c e n t  and 55  p e r  c e n t  r e s p e c t i v e l y *  Such p o s i t i o n  

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

i n d u s t r i e s  i n  B a n g l a d e s h .

Out o f  t h e  t o t a l  c u r r e n c y  o f  o r i g i n a l  c o s t  o f  Tk. 1 ,0 0 7

m i l l i o n .  Government and i n s t i t u t i o n a l  eaquity w e re  Tk* 719  m i l l i o n
and Tk. 137 m i l l i o n  

/ r e c o r d i n g  71 p e r  c e n t  and 13 p e r  c e n t  r e s p e c t i v e l y *  On t h e  o t h e r

hand ,  o u t  o f  th e  t o t a l  l o c a l  c u r r e n c y  o f  a c t u a l  c o s t  o f  Tk* 1348

m i l l i o n .  Government and i n s t i t u t i o n a l  e q u i t y  w ere  Tk* 9 6 1  and

Tk* 154 m i l l i o n  r e c o r d i n g  71 p e r  c e n t  and 11 p e r  c e n t  r e s p e c t i v e l y .
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A g a i n ,  o u t  o f  t h «  t o t a l  l o r « l g n  c u r r e n e y  o f  o r i g i n a l  c o s t  o f  

Tk. I t  185 n i l  l i o n ,  Governm ont  and i n s t i t u t i o n a l  e q u i t y  w t r «  Tk. 100 

D i l l l o f t  and Tk. 155 a i l  l i o n  r o c o r d i n g  6  p e r  c e n t  and 10 p e r  c c n t  

o n l y  r e ^ e e t i v e l y .  Thus,  i t  i n d i c a t e s  t h a t  a l n o s t  90 p e r  c e n t  o f  

f o r e i g n  c u r r e n c y  was f i n a n c e d  by i n s t i t u t i o n a l  d e b t  c a p i t a l *  As s u c h ,  

th e  G o v e m n e n t  s h o u l d  p r o v i d e  m ore  ^ i t y  c a p i t a l  t o  f i n a n c e  t h e  

c a p i t a l  e x p « i d i t u r e  o f  th e  p r o j e c t s *

Zn o r d e r  t o  exam ine  t h e  d e c i s i o n s  on f i n a n c i n g  t h e  c a p i t a l  

e x p e n d i t u r e  ( b o t h  o r i g i n a l  and a c t u a l )  o f  14 e n t e r p r i s e s  e s t a b l i s h e d  

d u r i n g _ t h e  p e r i o d  1 9 7 2 /7 3  t o  1 9 8 ^ 8 3  u n d e r  t h e  s e l e c t e d  n a t i o n a l i s e ^
" ' ' ' I '  ‘ L I ' I

i n d u s t r i e s t  t h e  T a b l e  4 * 1 5  h as  been p r e s e n t e d  b ^ o » >  -
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l > « c i t l o n  sn  F l m n c l n g  C « p l t a l  E x p a n d l t u r *  ( O r i g i n * !  «nd A c t u a l )  o f  14 E n t < r p c l i a s  D u r i n g  TKair  X n l t l
1 9 7 2 - 8 0  undar  t h *  S c l a c t t d  H t t l o n j ^ l s t d  I n d u t t r l a i

T i b i *  -  4 . IS

- T o t * l  
□ t 

E n t » » f

C o » t Expandl  t u r « I n  L o c « l  C u r t a n e y E ip *n  di
3 * l « c t * d  I n d u i t r l * * G o v « r n i a * n t  F l n i n c a I n i t l  t u t l o n i l  F l n t n c * Gov*rr>n«n t F i n

 ̂c o r p  w* t « / ”
O r l i j i - A c t J i l E qvj 1 ty C * p l t a l 0«l>t  C i p l t l l E q u i t y  C a p i t i l Dabt  C » p l l * l £ q U l t y  C * p l t i C»

1
n « l O r l g l -  

n al { ^ C t U l l O r i g i 
n a l j A c t u i l C r l q l - l .  .  , 

1 n . {  ! *  = "•'
O r l ' j l - t ,  .  , 

n a l
C r l

1 rifi

J u t « 274 30 5 8 2 92 72 60 - 1

C o t t a n  T i x t l l * 4 28 7 0 6 X79 299 44 71 - 32  52 -

S u g t r  «n d  Food 33 a i 10 25 6 14 - 3 S -

S t e a l  «n d  
Enf l n « « r l n g a 20 474 117 2S2 - -

/
- -

C h « a l c * l  *ad  
F « r t l U  i « r

3369 69 31 - - 2 i a i 4427 - - - 11

T o t i l  • 43 24 B397 389 667 2303 4587 - 35 60 - 1

^ S o u r c *  • P r o ) * c t  P r o f o m *  o f  t h«  E n t * r p r l » «  u n de r  S t u d y . _ 7

:;iv
L.-
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In  o r d « r  t o  f i n a n c e  t h «  t o t a l  c a p i t a l  e x p e n d i t u r e  o f  t h e  e n t e r 

p r i s e s  n o t e d  a b o v « t  t h e  o r i g i n a l  d e c i s i o n  was Tk,  4 , 3 2 4  B i l l i o n  o u t  

o f  w h ich  t h e  e q u i t y  c a p i t a l  was Tk. 388 m i l l i o n  and the d e b t  c a p i t a l  

was 1k« 3 , 9 3 6  i D i l l i o n  r e c o r d i n g  9 p e r  c e n t  and 91 p e r  c e n t  r e s p e c 

t i v e l y *  On t h e  o t h e r  hand,  t h e  t o t a l  a c t u a l  c a p i t a l  e x p e n d i t u r e  o f  

t h e s e  e n t e r p r i s e s  was Tk,  8 , 3 9 7  m i l l i o n  o u t  o f  vihich t h e  e q u i t y  

c a p i t a l  was Tk. 667 m i l l i o n  and Tk. 7 , 7 3 0  m i l l i o n  a c c o u n t i n g  f o r

8 p e r  c e n t  and 92  p e r  c e n t  r e ^ e c t i v e l y .  In  t h e  c a s e  o f  t h e s e  e n t e r 

p r i s e s  a l s o f  th e  a c t u a l  c a p i t a l  e x p e n d i t u r e  i n c r e a s e d  by Tk. 4 , 0 7 3  

m i l l i o n  th e  aiaount b e i n g  a lraos t  d o u b l e  t h e  o r i g i n a l  e s t i a a t e s t  b u t  

t h e  r a t i o  o f  t^ e  s t r u c t u r a l  c o n p o n e n t s  a l m o s t  r e m a i n i n g  th e  same*

Of t h e  t o t a l  o r i g i n a l  c o s t ,  t h e  e x p e n d i t u r e  i n  l o c a l  and f o r e i g n  

c u r r e n c y  was Tk* 2 , 7 2 6  m i l l i o n  and Tk« 1 , 5 9 8  m i l l i o n  recording 63  p e r  

c e n t  and 37 p e r  c e n t  r e s p e c t i v e l y *  On t h e  o t h e r  hand,  o u t  o f  the  

t o t a l  a c t u a l  c o s t  o f  the  e n t e r p r i s e s ,  t h e  e x p e n d i t u r e  i n  l o c a l  dFid 

f o r e i g n  c u r r e n c y  « a s  Tk* 5 , 3 1 4  m i l l i o n  and Tk. 3 » 0 8 3  m i l l i o n  a c c o u n 

t i n g  f o r  64  p e r  c e n t  and 36 p e r  c e n t  r e s p e c t i v e l y .  Such p o s i t i o n  

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

ment  o f  B a n g la d e s h *

Of t h e  t o t a l  l o c a l  c u r r e n c y  o f  o r i g i n a l  c o s t  o f  Tk* 2 , 7 2 6  m i l l i o n ,  

t h e  Governm ent  e q u i t y  was Tk. 388 f f l i l l i o n  b e a r i n g  14 p e r c e n t  w i ^  no 

i n s t i t u t i o n a l  e q u i t y  and t h e  Governm ent  and t h e  i n s t i t u t i o n a l  d e b t  

c a p i t a l  w ere  Tk* 2 , 3 0 3  m i l l i o n  and Tk. 35 m i l l i o n  r e c o r d i n g  84  p e r  

c e n t  and 2 p e r  c e n t  r e s p e c t i v e l y .  I t  t h u s  i n d i c a t e s  t h a t  t h e  l o c a l  

c u r r e n c y  was e x p e c t e d  t o  b e  f i n a n c e d  m o s t l y (84  p e r  c e n t )  by t h e  

G overnment  d e b t  c a p i t a l .  On t h e  o t h e r  hand,  o u t  o f  t h e  t o t a l  l o c a l
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c u r r e n c y  o f  a c t u a l  c o s t  o f  Tk. 5 , 3 1 4  o l i l l o n ,  Governnient  e q u i t y  was 

Tk» 667  n i l  l i o n  b e a r i n g  13 p e r  c e n t  w h i l e  t h e  Goveznment and t h e  

i n s t i t u t i o n a l  d e b t  c a p i t a l  w ere  Tk. 4 «5 8 7  n i l l i o n  and Tk. 60 m i l l i o n  

r e c o r d i n g  36 p e r  c e n t  and 1 p e r  c e n t  r e s p e c t i v e l y .  I t  i s  t h e r e f o r e  

e v i d e n t  t h a t  a c t u a l  l o c a l  c u r r e n c y  was l a v i s h l y  (86  p e r  c e n t )  s u p p l i e d  

t y  Government  d e b t  c a p i t a l .

Again*  o u t  o f  t h e  t o t a l  f o r e i g n  c u r r e n c y  o f  o r i g i n a l  c o s t  o f  

Tk. 1»598  m i l l i o n *  t h e r e  was no Government and i n s t l t l t u t l o n a l  e q u i t y  

c a p i t a l  w h i l e  t h e  G overnment  and i n s t i t u t i o n a l  d e b t  c a p i t a l  was 

Tk. 1»500  m i l l i o n  and Tk. 98 m i l l i o n  r e c o r d i n g  94 p e r  c e n t  and 6 - p e r  

c e n t  r e s p e c t i v e l y .  On t h e  o t h e r  hand,  o f  t h e  t o t a l  f o r e i g n  c u r r e n c y

o f  a c t u a l  c o s t  o f  Tk.  3 , 0 8 3  m i l l i o n ,  t h e r e  was a l s o  no G evernment
i'

and i n s t i t u t i o n a l  e q u i t y  c a p i t a l  w h i l e  t h e  Governm ent  and i n s t i t u 

t i o n a l  d e b t  c a p i t a l  2 , 9 1 5  m i l l i o n  and ^k.  168 m i l l i o n  r e c o r d i n g  

9 5  p e r  c e n t  and 5 p e r  c e n t  r e s p e c t i v e l y *  Thus ,  i t  i s  [ e v i d e n t  t h a t  

9 5  p e r  c e n t  o f  f o r e i g n  c u r r e n c y  was f i n a n c e d  by Governm ent  d e b t  

c a p i t a l .  As s u c h ,  th e  Governm ent  p r o v i d e d  more  d e b t  c a p i t a l  than 

e q u i t y  c a p i t a l  t o  f i n a n c e  t h e  c a p i t a l  e x p e n d i t u r e  o f  t h e  e n t e r p r i s e s  

u n d e r  t h e  s e l e c t e d  i n d u s t r i e s .  A r e v e r s e  s i t u a t i o n  s h o u l d  hav e  been  

b e t t e r  f o r  t h e  e n t e r p r i s e s  u n d e r  c o n s i d e r a t i o n  a s  i t  w ou ld  have  

r e d u c e d  t h e i r  i n t e r e s t  burden  In  r e s p e c t  o f  d e b t  c a p i t a l .

X t  h as  been  o b s e r v e d  t h a t  d u r i n g  t h e i r  o p e r a t i n g  p e r i o d ,  th e  

g r o s s  f i x e d  a s s e t s  o f  245  e n t e r p r i s e s  u n d e r  s e l e c t e d  n a t i o n a l i s e d  

i n d u s t r i e s  were  f i n a n c e d  by e q u i t y  c a p i t a l ,  d e b t  c a p i t a l  and o t h e r  

s o u r c e *  The f o l l o w i n g  T a b le  4 . 1 6  shows d e c i s i o n  on f i n a n c i n g  p o s i *  

t l o n  o f  g r o s s  f i x e d  a s s e t s  o f  t h e s e  e n t e r p r i s e s  f o r  th e  p e r i o d ,

1 9 7 5 -7 6  t o  1979-80•
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T a b l *  -  4 . 1 6

D a c l d a n  on f i n a n c i n g  o f  th* G r o i »  F l * * d  A i s a t i  o f  2*5 E n t * r p r l « * i  D u r i n g  T h * i r  O p e r a t i n g  P » r l o d , 1 9 7 5 / 7 6
u n d a r  t ht  S » l * c t « d  H * t l o n * i l » « d  I n d u i t r i * *  . r

s e l e c t e d t o . . 1 9 7 5 - 7 6 1 9 7 6 - 7 7 1 9 7 7 - 7 8 1 9 7 9 - 7 9 1<
I n d u c t r l e i l c f

f P r o -  
Ij  ecii

E q u i t y
C a p i t a l

Debt
C a p i t a l

Eqvil ty  
C a p i t a l

Debt  
Capi  t a l

E q u i t y
C a p i t a l

Debt  
C « p l t ^ l

E q u i t y
C a p i t a l

D e b t
C a p i t a l

E q u i t y  
Cap !  tal

te 75 2 8 1 6 -  4 9 1 ( 1 7 ) 2 3 6 5 ( 8 3 ) 2 7 8 1 -  30 (  I ) 2 7 1 1 ( 9 9 ) 3 0 1 4 .  N i l 30 14 (  100) 3 1 6 3 -  4 7 1 ( 1 5 ) 2 6 3 8 ( 8 5 ) J 3 4 7 .  6<

t t o n  
■ t i l *

19 B01> 2 2 3 ( 2 9 )  
0 t h e i t

221(  
357 (

; 23)
.44,1

027 -  207 ( 25 )  
o t h e r *

ieo(
440(

, 2 2 )
: i 3 )

1 1 2 0 -  1 6 9 ( 1 5 )  
0 t h e r *

481 ( 4 3 )  
470 ( 4 2 )

1 5 9 4 -  3 9 8 ( 2 5 )  
o t h e r *

5 1 8 ( 3 5 )
6 3 8 ( 4 0 )

1 5 2 4 -  3;
(

i g i r  and 
od

*3 6 6 1 -  241 ( 3 7 ) 4 2 0 ( 6 3 ) 6 6 8 -  5 4 6 ( 3 7 ) 4 2 2 ( 6 3 ) 7 4 0 -  2 5 7 ( 3 5 )  
o t h e r *

4 5 5 ( 6 1 )  
29 (  4)

8 8 0 -  3 5 2 ( 4 0 ) 5 2 8 ( 6 0 ) 9 0 3 -  3; 
1

: e e l  and 
g l n e e r i n g

38 9 6 4 . ' .  1 0 9 ( 2 0 ) 7 7 6 ( 0 0 ) 9 7 8 -  1 1 8 ( 1 2 ) B 6 o ( a e ) 9 9 6 .  1 8 4 ( 1 9 ) 8 1 2 ( 8 1 ) 6 3 9 -  1 3 4 ( 2 1 ) 5 0 4 ( 7 9 ) 6 4 2 -  1<

l e a l c a l  ai i4 
r t l l l i e r

30 23 34>  1 3 7 (  6)  
o t h e r *

2 3 1 2 ( 9 1 )  
8 5 (  3 )

3 2 4 8 -  4 1 5 ( 1 4 )  
0 t h e r e

2 7 1 3 ( 9 3 )
8 0 ( 3 )

3 4 0 0 - 1 6 0 0 ( 4 7 ) 1 8 0 0 ( 5 3 ) 3 8 8 6 . 1 3 6 0 ( 3 5 ) 2 5 2 6 ( 6 5 ) 39 2 7 - 1 4 :
O'

>tal I 341 7 9 2 4 . 1 2 9 4 ( 1 6 ) 6 0 9 8 1
4421

7 8 )
6)

950  2 - 1 0 5 6 ( 1 2 ) 69261
320(

182)
6)

9 2 7 0 . 2 2 1 0 ( 2 4 ) 6 1 6 2 ( 7 1 )  
4 9 8 (  1)

1 0 1 6 1 . 2 7 1 9 ( 2 7 ) 6 8 0 4 ( 6 7 )  
6 3 8 (  6)

1 0 3 4 3 - 2 3 :

u r c « i  3 a i « d  on d « t «  p r « i « n t « d  In A p p t n d l x  11 ( a ) 1 1 ( F )  b « i « d  on B / S  i  p / L  I t *m a ( r o n  Annual  R e p o r t * ,  f l n « n c l « t  S t * t * a * n t ,
S « l * c t * d  I n d u i t r l a *  f o r  t h»  s t u d y  p » r l e > d , _ /

t » *  I ( 1 )  O t h * r  t o u r c « i  I n c l u d *  l n t * » n * l  * o u r c « *  g * n « r » t * d  t h r o u g h  d * p r «  c l « t l  o n , r e t a i n e d  * » r o l n 9 »  and  ( h o r t - t e r a  d e b t *  i 

( 1 1 )  F i g u r e *  i n  the p « c e n t h e « e (  I n d i c a t e  r a t i o  o f  e a c h  s o u r c e  t o  t o t a l  g r o a i  f i x e d  a i x t i ,  e x p r e t i e d  I n  p e r c e n t * g « * « _

V. K
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The g r o s s  f i x e d  a s s e t s  o f  a l l  t h e  i n d u s t r i e s  on an a v e r a g e ,  

w ere  f i n a n c e d  d u r i n g  t h e  p e r i o d  1 9 7 5 -7 6  t o  1 9 7 9 -8 0  >»yequl^y c a p i t a l  

a t  2 1 * 2  p e r  c e n t *  d e b t  c a p i t a l  a t  7 2 * 6  p e r  c e n t  and o t h e r  s o u r c e s *  

by 6 . 2  p e r  c e n t *  In  a l l  i n d u s t r i e s  o t h e r  than C o t t o n  T e x t i l e t  t h e  

g r o s s  f i x e d  a s s e t s  were l a r g e l y  f i n a n c e d  by t h e  d e b t  c a p i t a l .  D ur ing  

t h e  s tu d y  p e r i o d *  t h e  J u t e  I n d u s t r y  was f i n a n c e d  by d e b t  c a p i t a l  to  

t h e  e x t e n t  o f  82  p e r  c e n t  t o  100 p e r  c e n t .  Sugar and Food I n d u s t r y  

t o  t h e  e x t e n t  o f  60  p e r  c e n t  to  6 3  p e r  c e n t .  S t e e l  and E n g i n e e r i n g  

t o  t h e  e x t e n t  o f  78  p e r  c e n t  t o  88 p e r  c e n t  and C h e n i c a l  and F e r t i l i 

s e r  t o  t h e  e x t e n t  o f  53 p e r  c e n t  t o  91 p e r  c e n t ,  w h i l e  i n  t h e  C o t t o n  

T e x t i l e  I n d u s t r y ,  t h e  g r o s s  f i x e d  a s s e t s  wex;e f i n a n c e d  t o  t h e  e x t e n t  

o f  22  p e r  c e n t  t o  43  p e r  c e n t  by d e b t  c a p i t a l *  Thus,  i t  i s  e v i d e n t  

t h a t  a l l  th e  i n d u s t r i e s  un d er  s tu d y  e x c e p t  C o t t o n  T e x t i l e  I n d u s t r y ,
■ 't

u s e d  d e b t  c a p i t a l  than e q u i t y  c a p i t a l  and s w i t c h e d  o v e r  from ec|uity 

t o  d e b t  c a p i t a l  t o  f i n a n c e  t h e  g r o s s  f i x e d  a s s e t s  d u r i n g  t h e  o p e r a -  ' 

t i n g  p e r i o d *  The d e c i s i o n  o f  such  f i n a n c i n g  p i c t u r e  n i g h t  have  

a d v e r s e  e f f e c t s  on t h e  p r o f i t a b i l i t y  o f  t h e  c o n c e r n s  u n d e r  s tu d y *

A c o m p a r a t i v e  s tu d y  o f  th e  a b o v e  T a b l e s  4 * 1 5  and 4 * 1 6  s t a t i n g  

t h e  f i n a n c i n g  p o r ^ i t i o n  o f  t h e  e n t e r p r i s e s  d u r i n g  t h e i r  i n i t i a l  and 

o p e r a t i n g  p e r i o d s  r e v e a l s  t h a t  I n  a l l  t h e  i n d u s t r i e s  e x c e p t  C o t t o n  

T e x t i l e ,  t h e  g r o s s  f i x e d  a s s e t s  w e re  l a r g e l y  f i n a n c e d  by t h e  e q u i t y  

c a p i t a l  ( b o t h  Governm ent  and i n s t i t u t i o n a l )  and t h e  d e b t  c a p i t a l  

d u r in g  t h e i r  i n i t i a l  p e r i o d  and o p e r a t i n g  p e r i o d  r e s p e c t i v e l y .  I t  

i s  e v i d e n t  t h a t  on an average^  d e b t  c a p i t a l  f i n a n c e d  8 9 * 8  p e r  c e n t  

o f  g r o s s  f i x e d  a s s e t s  d u r i n g  th e  o p e r a t i n g  p e r i o d  a s  a S e i n s t  45*6

O th e r  S o u r c e s  c o m p r i s e  i n t e r n a l  r e s o u r c e s ,  v i  s* d e p r e c i a t i o n ^  
r e t i  ned e a r n i n g s *  s h o r t - t e r m  d e b t s *  e t c * )
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p « r  c e n t  I n  the  i n i t i a l  p e r i o d  i n  J u t e  I n d u s t r y t  i n  Sugar  and Food 

I n d u s t r y  i t  f i n a n c e d  6 1 . 4  p e r  c e n t  o f  t h e s e  a s s e t s  d u r i n g  t h e  o p e r a *  

t i n g  p e r i o d  as  a g a i n s t  5 1 * 2  p e r  c e n t  i n  t h e  i n i t i a l  p e r i o d }  i n  S t e e l

107

and ^ g i n e e r i n g  I n d u s t r y  i t  f i n a n c e d  8 1 . 2  p e r  c e n t  o f  t h e s e  a s s e t s  

d u r i n g  t h e  o p e r a t i n g  p e r i o d  a s  a g a i n s t  4 5 . 2  p e r  c e n t  i n  t h e  i n i t i a l  

p e r i o d  and i n  C h em ica l  and F e r t i l i z e r  I n d u s t r y  i t  f i n a n c e d  7 0 * 4  p e r  

c e n t  i n  t h e s e  a s s e t s  d u r i n g  t h e  o p e r a t i n g  p e r i o d  a s  a g a i n s t  6 3 . 4  p e r  

c e n t  i n  t h e  i n i t i a l  p e r i o d .  I t  t h u s  i n d i c a t e s  t h a t  the  s e l e c t e d  

i n d u s t r i e s  a c q u i r e d  e x c e s s i v e  i n s t i t u t i o n a l  f i n a n c e  d u r i n g  t h e  

o p e r a t i n g  p e r i o d  t o  f i n a n c e  t h e i r  g r o s s  f i x e d  a s s e t s  t h e r e b y  a f f e c 

t i n g  the  v e r y  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  by t h e  l a r g e  amount 

o f  i n t e r e s t  c h a r g e s  p a i d  f o r  t h e  b o r r o w e d  c a p i t a l *  "

4 » 3 ( d )  C a p i t a l  E x p e n d i t u r e  C o n t r o l

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s  a re  f o l l o w e d  by e v a l u a t i o n  and 

c o n t r o l  w h ich  i s  an i n t e g r a l  p a r t  o f  t o t a l  c a p i t a l  e x p e n d i t u r e  

program<ao* The aim o f  c a p i t a l  e x p e n d i t u r e  e v a l u a t i o n  and c o n t r o l  

i s  t o  a t t a i n  th e  t a r g e t  w i t h i n  t h e  t im e  and r e s o u r c e  c o n s t r a i n t s  o r  

t o  b r i n g  t o  l i g h t  v a r i a t i o n  f o r  c o r r e c t i v e  a c t i o n *  A l l  e x p e n d i t u r e  

may b e  s t r i c t l y  c o n t r o l l e d  so  a s  t o  c o n f o r m  t o  t h e  b u d g e t .

In  o r d e r  t o  make c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  e f f e c t i v e ,  c e r 

t a i n  form s  a r e  u se d  a t  t h e  i n p l e t n e n t a t i o n  s t a g e s  o f  such  d e c i s i o n s *  

The f o l l o w i n g  T a b le  4*17  shows t h e  r e s p o n s e s  o f  t h e  s a m p le s  r e g a r d i n g  

t h e  V a r i o u s  t y p e s  o f  fo rm s  u s e d  f o r  making c a p i t a l  e x p e n d i t u r e  d e c i -  

s i  o n s .

Dhaka University Institutional Repository



f tesponsea  o f  t h e  S a n p l e t  r e g a r d i n g  t h e  Use o f  Forms f o r  
C a p i t a l  E x p e n d i t u r e  C o n t r o l
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Table -  4 .17

J Samples j

{ F » “ »
C o r p o r a t i o n s I

I
\

Enterp r i s e s IT
1
I

T o t a l II1
C o s t  S h e e t 12 11 23  ( 5 1 )

P r o g r e s s  R e p o r t 11 10 21 ( 4 7 )

A u t h o r i z a t i o n  Form 8 7 15 ( 3 3 )

P o s t  A u d i t 6 6 12 ( 2 7 )

( . i g u r e s  In  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  n u a b e r  o f  s a n p i e s ) *

I'

T a b l e  4 * l 7  shows t h a t  v a r i o u s  f o rm s  w ere  u s e d  f o r  t h e  s a n e  p u r 

p o s e  i n  o r d e r  , o f  i m p o r t a n c e  and i t  was found  t h a t  c o s t  s h e e t  was
II

m o st  I m p o r t a n t *  ^ o n g  t h e  fo rm s  used  f o r  c a p i t a l  e x p e n d i t u r e  d e c i -

s i o n s t  c o s t  s h e e t  and p o s t * a u d i t  r e p o r t  w ere  t r e a t e d  a s  a c c o u n t i n g
o r

w h i l e  a u t h o r i z a t i o n  f o r g  ^ c o n t r o l  form and p r o g r e s s  r e p o r t  w ere  

t r e a t e d  a s  n o n - a c c o u n t i n g  fo rm s*  T h u s , i t  i s  c l e a r  t h a t  a c c o u n t i n g  

and n o n - a c c o u n t i n g  f o rm s  were  e q u a l l y  u se d  i n  c a p i t a l  e x p e n d i t u r e  

d e c i s i o n s  and c o n t r o l *

There a r e  two main i n g r e d i e n t s  o f  c a p i t a l  e x p e n d i t u r e  c o n t r o l  

i n  th e  n a t i o n a l i s e d  i n d u s t r i e s  and t h e s e  a r e  t r e a s u r y  c o n t r o l  and 

b u d g e t a r y  c o n t r o l ,  a b r i e f  d i s c u s s i o n  o f  t h e s e  i s  g i v e n  be low<
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(1) .TjgamrY Pontw l

The main t r e a s u r y  c o n t r o l  f u n c t i o n  I s  t o  c o n t r o l  the  s o u r c e s  and

u s e s  o f  fu n d s*  Mhen a c a p i t a l  e x p e n d i t u r e  i s  p r o p o s e d  and a p p r o v e d t

I t  be co m e s  i m p e r a t i v e  t o  c o n t r o l  t h e  s o u r c e s  and u s e s  o f  fu n d s  vihich
33can be  done  t h r o u g h  t h e  f o l l o w i n g  p r i n c i p a l  t e c h n i q u e s *

( a )  A u t h o r i « « t i o n » The f i r s t  s t a g e  o f  th e  c a p i t a l  e x p e n d i t u r e  

c o n t r o l  and e v a l u a t i o n  r e f e r s  t o  t h e  a p p r o v a l  o f  p r o j e c t s  by t h e  p r o p e r  

a u t h o r i t y  w h ich  means t h a t  th e  fu n d s  hav e  been  c o m m i t t e d  o r  t h a t  m e r e l y  

t h e  p r o j e c t s  hav e  been i n c l u d e d  i n  t h e  Annual d e v e l o p m e n t  P l a n .  B e c a u s e

p r o j e c t  may be  d r o p p e d  o r  changed  d r a s t i c a l l y  a f t e r  a p p r o v a l  o r  p r o -
,, _ " f |i 

j e c t s  t h a t  hav e  [been d i s a p p r o v e d  n a y - b e  r e c o n s i d e r e d  and p l a c e d  h ig h

on t h e  p r i o r i t y  l i s t *  Such f l e x i b i l i t y  i s  e s s e n t i a l  t o  cap i j^a l  e x p e n *

d i t u r «  c o n t r o l  ^ d  e v a l u a t i o n * ^ ^  In  B a n g la d e s h  n a t i o n a l i s e d  i n d u s t r i e s f

t h e  a c t u a l  i m p l e m e n t a t i o n  o f  t h e  p r o p o s e d  p r o j e c t  i i ou ld  depend upon

i t s  i n c l u s i o n  I n  Annual D e ve lo p m e n t  P lan  a s  w e l l  a s  t h e  r e l e a s e  o f

n e c e s s a r y  fu n d s  by t h e  a p p r o p r i a t e  a u t h o r i t i e s  on p r o p e r  t im e *

( b )  i^ecord inq  G e n i t a l  6 x p a n d i t u r e t  The s e c o n d  s t a g e  o f  th e  

c a p i t a l  e x p e n d i t u r e  c o n t r o l  programme I s  t h e  r e c o r d i n g  o f  t r a n s a c t i o n s *  

As m e n t io n e d  i n  t h e  p r o j e c t  p r o f o r m a t  t h e  f o l l o w i n g  p r o c e d u r e  was 

f o l l o i v e d  i n  t h e  c a s e  o f  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e s h i

( l )  A c a p i t a l  e x p e n d i t u r e  p r o j e c t  s h e e t  w i t h  a s e r i a l  number i s  u s e d  

t o  r e c o r d  f u l l  d e t a i l s  o r  p a r t i c u l a r s  o f  th e  a u t h o r i s e d  p r o j e c t  

and the  number g i v e n  t o  each  p r o j e c t *  i n d i c a t e s  t h e  d i v i s i o n  and 
t h e  d e p a r t m e n t  as  w e l l  a s  the  n u m e r i c a l  s e q u e n c e  o f  the p r o j e c t *

33 u ---------------  ------------------------ V i k a s  P u b l i s h i n g  House

109

MOHSIN, M . ,
P r i v a t e  L i m i t e d ,  New D e l h i ,  1977 ,  p « 1 2 0 *

^  I b i d . ,  p . 121 .
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( 2 )  A B a l a n c *  S h « t t  f o r  aach p r o j e c t ,  p r e p a r e d  a t  t h e  end o f  th e  y e a r ,  

s h o »8  the  c a p i t a l  em p loyed  i n c l u d i n g  e q u i t y  c a p i t a l  and l o n g - t e r m  

l o a n  c a p i t a l *  c u r r e n t  l i a b i l i t y ,  f i x e d  a s s e t s  and c u r r e n t  a s s e t s  

r e q u i r e d  f o r  t h e  e n t i r e  g e s t a t i o n  p h a s e  o f  t h e  p r o j e c t i

( 3 )  Supplefn«ntary  s a n c t i o n  i s  o b t a i n e d  f o r t t h e  p r o j e c t  which  i s  

l i k e l y  t o  e x c e e d  t h e  o r i g i n a l l y  d e c i d e d  amount and

( 4 )  P r o p e r  a c c o u n t s  a r e  a l s o  m a i n t a i n e d  on f i n a n c i a l  b a s i s  w h ich  

g i v e s  a programme f o r  t o t a l  cap ite l  e x p e n d i t u r e  c o s t *

( c )  P r o g r e s s  ^ e p o r t i The t h i r d  s t a g e  o f  c a p i t a l  e x p e n d i t u r e  

c o n t r o l  p r o g r a n n e  i s  p r o g r e s s  r e p o r t s  a t  r e g u l a r  i n t e r v a l s  w h ich  

p r o v i d e  th e  b a s i s  f o r  t i m e l y  d e c i s i o n - m a k i n g  a t  d i f f e r e n t  l e v e l s  

o f  a u t h o r i t y *  For  p u r p o s e s  o f  e f f e c t i v e  c o n t r o l  o f  c a p i t a l  e^qsen* 

d i t u r e  o f  th e  p r o j e c t s ,  p r o g r e s s  r e p o r t  « h i c h  w ou ld  i n c l u d e  b o t h  

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

c a l  i n f o r n i a t i o n  c o v e r i n g  p r o g r e s s  t o w a r d s  c o m p l e t i o n ,  s h o u l d  b e  

s u b m i t t e d  t o  t h e  a p p r o p r i a t e  a u t h o r i t y *  In  B a n g l a d e s h ,  t h e  c o n c e r n e d  

i n d u s t r i a l  s e c t o r  c o r p o r a t i o n s  w h ich  a r e  t h e  p r o j e c t  s p o n s o r i n g  ^ id  

p r o j e c t  e x e c u t i o n  a u t h o r l  ty^ used  t o  s u b m it  p r o g r e s s  r e p o r t s  o f  t h e  

i n d i v i d u a l  p r o j e c t s  a n n u a l l y  to  t h e  c o n c e r n e d  M i n i s t r y  w hich  i s  t h e  

p r o j e c t  s a n c t i o n i n g  a u t h o r i t y  and l o a n  g i v i n g  a g e n c y  a s  w e l l *  The 

i n f o r m a t i o n  f u r n i s h e d  th r o u g h  th e  p r o g r e s s  r e p o r t s  I n d i c a t e  t h e  

fu n d s  p o s i t i o n ,  e r r o r s  I n  e s t i i t a t e s ^ e t c *  The c a p i t a l  e x p e n d i t u r e

b u d g e t  c o m p i l e d  w i t h  a d e q u q a t e  r e p o r t i n g  p r o v i d e  th e  m a j o r  t o o l  f o r
35c o n t r o l  o f  c a p i t a l  e x p c m d i t u r e  a f t e r  t h e  p r o j e c t s  a r e  a p p r o v e d *

n o

MOHSIN, o p .  c l t . ,  p . 1 2 6 .
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( d )  P o « t  A u d i t * F i n a l l y t  f o r  t h «  p u r p o s e  o f  c a p i t a l  e x p e n d ! t u r « t  

i t  was f e l t  n e c e s s a r y  t o  d e v e l o p  a r e g u l a r  p r o c e d u r e  f o r  c o n d u c t i n g  

p o s t  a u d i t  o f  t h e  c a p i t a l  e x p e n d i t u r e  o f  t h e  p r o j e c t s  i n  t h e  c a s e  o f  

s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  in  B a n g l a d e s h .  Of c o u r s e *  t h e r e  i s  

a p r o v i s i o n  t o  a u d i t  t h e  p r o j e c t  a c c o u n t s  o n l y  a t  the  end o f  t h e  g e s *  

t a t i o n  p h a s e  th u s  s e r v i n g  no r e a l  p u r p o s e  o f  a u d i t  b e c a u s e  such  t y p e  

o f  b a l a n c e  s h e e t  a u d i t  i s  c o n d u c t e d  o n l y  a f t e r  th e  t o t a l  c a p i t a l  

e x p e n d i t u r e  had b e e n  i n c u r r e d  on t h e  p r o j e c t .

U i )

In  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s *  c o n t r o l  b e g i n s  a t  t h e  v e r y

d e c i s i o n  s t a g e  o f  t h e  e x p e n d i t u r e .  B u d g e t  i s  t h e  main i n s t r u m e n t

f o r  d e c i s i o n  ranking and c o n t r o l l i n g  t h e  o p e r a t i o n s  o f  any e n t e r p r i s e .

C a p i t a l  e x p e n d i t u r e  i n  th e  l i k e  n a n n e r »  s h o u l d  b «  d e c i d e d  and c e n t r e *

l i e d  v d t h i n  the  b r o a d  framework o f  b u d g e t  t o  make su re  o f  t h e  m o s t
36s u c c e s s f u l  o p e r a t i o n  o f  b u s i n e s s  u n d e r  c o m p e t i t i v e  c o n d i t i o n s .  In 

many p u b l i c  s e c t o r  u n d e r t a k i n g s ,  t h e  main p u r p o s e  o f  t h e  e n t e r p r i s e  

f o r  t h e  b u d g e t  i n  q u e s t i o n  i  s t o  d e c i d e  i t s  r e s o u r c e  u t i l i z a t i o n  i n
27

c a p i t a l  e x p e n d i t u r e  f o r  New o r  BUR o r  E xp ans ion  p r o j e c t s .  The b u d g e t s  

a l s o  h e l p e d  the e n t e r p r i s e  t o  d e t e r m i n e  t h e  amount o f  f i n a n c i a l  a s s i s 

t a n c e  r e q u i r e d  from t h e  Government by way o f  s h a r e  c a p i t a l  and l o n g  

texia l o a n .  T h e r e f o r e *  c a p i t a l  e x p e n d i t u r e  b u d g e t  i f  p r e p a r e d  a c c u 

r a t e l y *  c o u l d  a c t  a s  t h e  main c o n t r o l  t e c h n i q u e  i n  s e l e c t e d  m a n u fa c 

t u r i n g  i n d u s t r i e s .

111

I n s t i t u t e  o f  C o s t  and Works A c c o u n t a n t s *  The P r o f i t a b l e  Use o f  
P w K i l  P o r t l a n d  P l a c e ,  Lon don ,  1 9 6 9 ,  p .  39 .

MOHSIK, F i n a n c i a l  Pl a n n i n g  and C o n t r o l ,  o p . c i t .  p p .  126 -1 2 7 .
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The s e l e c t e d  c o r p o r a t i o n s  e x e r c i s e  f u l l  c o n t r o l  o v e r  t h e  a c t i v i *  

t i e s  o f  t h e i r  r e s p e c t i v e  e n t e r p r i s e s  t h r o u g h  d i f f e r e n t  t e c h n i q u e s *  

B u d g e ta r y  c o n t r o l  i s  an i m p o r t a n t  t e c h n i q u e  by w h ich  c o n t r o l  i s  

e x e r c i s e d *  Both c o r p o r a t i o n  and i n d i v i d u a l  e n t e r p r i s e  a r e  r e q u i r e d

t o  o p e r a t e  w i t h i n  th e  a p p r o v e d  b u d g e t  l i m i t s  and t o  p r o d u c e  t h e i r
38d e s i r e d  p r o d u c t s  i n  c o n f o r m i t y  w i t h  t h e  b u d g e t s *  For any u n s a t i s *  

f a c t o r y  p e r f o r m a n c e ,  b o t h  c o r p o r a t i o n s  and e n t e r p r i s e  a re  a c c o u n t a 

b l e  t o  t h e i r  r e s p e c t i v e  h i g h e r  a u t h o r i t i e s *

The e f f e c t iv e n e s s  o f  t h e  cap ita l  expenditure budget based on 

p a s t  non*aCcounting-and accounting f i g u r e s  as  a t o o l  o f  budgetary
II

c o n t r o l  o f  c a p i t a l  e x p e n d i t u r e  i n  t h e  c a s e  o f  n a t i o n a l i s e d  i n d u s 

t r i a l  e n t e r p r i s e s  i n  B a n g la d e s h  c o u l d  be  J u d g e d  from t h e  t o t a l  

number o f  74  o u t  o f  t h e  t o t a l  245  e n t e r p r i s e s  e s t a b l i s h e d  d u r i n g  

t h e  p r e - l i b e r a t i o n  p e r i o d ,  and t h e s e  74  p r o j e c t s  had been s e l e c t e d  

f o r  showing  t h e  c a p i t a l  e x p e n d i t u r e  d e c i s i o n  a n a l y s i s *  Then t o  

show t h e  Uses  o f  a c c o u n t i n g  ln f o r R > a t io n  t o g e t h e r  w i t h  t h e  c a p i t a l  

e x p e n d i t u r e  a n a l y s i s ,  14 p r o j e c t s  e s t a b U s h e d  d u r i n g  p o s t - l i b e r a t i o n  

p e r i o d  i * e * t  1 9 7 2 /7 3  t o  1 9 8 1 /8 2  had a l s o  been taken  w i t h  74  p r o j e c t s  

e s t a b l i s h e d  d u r i n g  t h e  p e r i o d ,  1 9 5 1 /5 2  t o  1 9 7 0 /7 1 *

The u s e  o f  a c c o u n t i n g  and n o n » a c c o u n t l n g  i n f o r m a t i o n  i n  d e c i 

d i n g  t h e  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o f  7 4  and 14 

e n t e r p r i s e s  s e t  up d u r i n g  t h e  p e r i o d ,  1 9 5 1 /5 2  -  1 9 7 1 /7 2  and 1 9 7 2 /7 3  

-  1931 /B 2  r e s p e c t i v e l y  under  t h e  s e l (> c t e d  n a t i o n a l i s e d  i n d u s t r i e s  

h as  been  examined e a r l i e r  i n  T a b l e s  4 * 1 4  and 4*15*  Now i n  o r d e r  

t o  examine  th e  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n

112

^  ALAU, mo .  Fa SHUL, " C o l l e c t i v e  B a r g a i n i n g  i n  B a n g l a d e s h ' s  J u t e  
I n d u s t r y * *  P h .P .  ■ Thes l  a ( U o p u b l i  s h e d ) .  P u n ja b  U n i v e r s i t y ,  
C h a n d ig a r h ,  I n d i a ,  1 98 1 ,  p *197 *
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t o g e t h e r  » i t h  o t h e r  r e a s o n s  and b a s e s  f o r  r e v i s i o n  o f  the  o r i g i n a l  

e s t l m s t e s  o f  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  a s  vwell a$ t o  Ju d g e  

t h e  e f f e c t i v e n e s s  o f  such  r e v i s i o n s  and c a p i t a l  e x p e n d i t u r e  e s t i n a -  

t e s  a s  a n e a n s  o f  b u d g e t o r y  c o n t r o l  on t h e  n a t i o n a l i s e d  i n d u s t r i e s  

s e c t o r  i n  B a n g la d e sh *  t h e  f o l l o w i n g  T a b l e s  4 « 1 8 ,  4 . 1 9 *  4*20  and

4*21  hav e  been p r e s e n t e d *
' 1

T a b l e  4*18 shows t h e  o r i g i n a l  b u d g e t e d  and r e v i s e d  b u d g e t  

c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  a s  w e l l  a s  t h e  a c t u a l  c a p i t a l  

e x p e n d i t u r e  o f  74  e n t e r p r i s e s  e s t a b l i s h e d  d u r i n g  t h e  p e r i o d  1 9 5 1 /5 2 -  

197 1*72»  I t  a l s o - s h o w s  th e  I n c r e a s e  o f  a c t u a l  e x p e n d i t u r e  o v e r ,  

o r i g i n a l  and r e v i s e d  r e q u i r m e n t s .  — II
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E v « l u « t i o n  o f  T o t i l  C o i t *  ( O r i g t n j l ,  R « v l » » d  and A c t u a l )  o f  74 E n t « r p r l ( * t  E i t » b l l i h * d  During th* 
1 95 1/ 52  -  1 9 71 / 7 2  und»r  th«  S « l « e t « d  N » t l o n * i l » * d  I t i d u » t r l « i -

T * b l *  -  < . 1 8

S « l « e t « d  
I n d u t t r l a *  j

O r i g i n a l  o r  B u d g * t « d R a v i i a d  B u d g a t a d C o t t a I o a ; r a a » « A c t u a l  Cos
K o . o f

P r o J a c b Lo Cal 
C u r r a n c y

F o r a l  gn 
C u r r a n c y

T o t a l L o c a l
C u rr an cy

F o r e i g n
C u r r a n c y

To t a l o f  f l a v l ( « (  
C o t t t  ova i  
O r i g i n a l  
C o » t * ( * l

Lo c a l  
Cu rr a n  cy

F o r a l  < 
Currai

J u t * 40 232 389 621 256 393 654 5 . 3 1 277 41

C o t t o n  T a x t i l * 3 12 20 32 16 21 37 1 5 . 6 2 15 21

Sug ar  and F o o d 12 115 98 213 130 109 239 1 2 . 2 1 146 11

S t « « l  and 
E n g l n * * r l n g 8 265 336 601 332 347 679 1 2 . 9 8 350 43

C h « B l c « l  aOd 
F « r t l l l x « r

11 299 427 7 26 425 477 ' 902 2 4 . 2 4 560 58

T o t a l  1 74 9 2 3 1270 2193 1159 13 5 2  * 2511 1 4 . 5 0 1348 156'

^ S o u r c «  t a«t*d on A p p t n d l x - V  p r » p * r e d  on t h «  b » » l »  o f  • i .  EPIDC,  P r o a r t i i  a i a o r t  1 9 6 4 - 6 5  t o  1 9 6 8 - 6 9 .
I I ,  EPIDC.  EPIDC At  * o r l e . 1 9 5 2 - 7 0  » n d  

1 1 1 .  0 « v * l o p « * n t  P r a J * c t ( i

/ ^ D o t c i  N . A .  r « f « r i  ' N o t  A p p l l c « M * '  t l  g n l  f 1 f y Ir.g t h a t  t h «  a c t u i i  c o t t a  d i d  n o t  t n c r * i * «  o v * r  t h *  r a v l t v d  b udg *  
C o t t o n  T a i t l l a  I n d u i t r y v /

^ i
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The t o t a l  o r i g i n a l *  r e v i s e d  and a c t u a l  c a p i t a l  « x p e n d l t u r t  

vf«re Tk.  2 , 1 9 3  m i l l i o n ,  Tk.  2 , 5 1 1  m i l l i o n  and He. 2 , 9 1 3  m i l l i o n  

r e s p A c t i v e l y .  Tho a c t u a l  c o s t s  e x c e e d e d  b o t h  th e  o r i g i n a l  and  t h e  

r e v i s e d  r e q u i r e m e n t s  i n  the c a s e  o f  e l l  t h e  i n d u s t r i e s ,  on an 

a g g r e g a t e ,  by 32*8 3  p e r  c e n t  and 16*01 p e r  c e n t  r e s p e c t i v e l y  d u r i n g  

t h a t  p e r i o d *

The o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o f  t h e s e  e n t e r 

p r i s e s  n e r e  d e c i d e d  c o n s i d e r i n g  v e r i o u s  a c c o u n t i n g  and n o n - a c c o u n t i n g  

t n f o x m a t i o n  as n o t e d  e a r l i e r  i n  T a b l e  4*7  and s u b s e q u e n t l y ,  the

d e c i s i o n s  r e g a r d i n g  r e q u i r e m e n t s  w ere  r e v i s e d  tak en  i n t o  a c c o u n t  _
I 'I ^ ^

f a c t o r s  antong whom p r i c e  e s c a l a t i o n  a t  home and a b r o a d  was  

w o r t h m e n t l o n i n g *  The f a c t o r s  c o n s i d e r e d  f o r  r e v i s i o n  o f  the  

o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  are  shown I n  T a b le  4 * 2 0 * _

The i n c r e a s e  i n  r e v i s e d  c o s t  o v e r  the  o r i g i n a l  r e q u i r e m e n t  on 

an a g g r e g a t e ,  was 1 4 . 0 7  p e r  c e n t  and was h i g h e s t  In  C h em ica l  and 

F e r t i l i z e r  I n d u s t r y  (2 4 * 2 4  p e r  c e n t ) *  Then, t h e  I n c r e a s e  o f  a c t u a l  

c o s t  o v e r  o r l g l o n a l  and r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  

Was h i g h e s t  i n  Chem ica l  and F e r t i l i z e r  I n d u s t r y  r e c o r d i n g  57* 1 6  p e r  

c e n t  and 26*50 p e r  c e n t  r e s p e c t i v e l y .  The I n c r e a s e  o f  a c t u a l  c o s t  

o v e r  o r i g i n a l  c o s t  was a l s o  h i g h e r  i n  S t e e l  and E n g i n e e r i n g  and F o o d  

I n d u s t r i e s  r e c o r d i n g  30*61 p e r  c e n t  and 21*13  p e r  c e n t  r e s p e c t i v e l y *  

I t  i s  thus  e v i d e n t  t h a t  th e  i n c r e a s e  o f  a c t u a l  c o s t  o v e r  o r i g i n a l  

and r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  w ere  h i g h e r  i n  t h e  

c o s t  o v e r  o r i g i n a l  and r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  w ere  

h i g h e r  i n  the  heavy i n d u s t r i e s *  As s u c h ,  heavy  I n d u s t r i e s  r e q u i r e

Dhaka University Institutional Repository



m o r«  f a c t u a l  d a t a  t o  be u s e d  as  the  b a s e s  f o r  r e v i s i o n  o f  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  t o g e t h e r  v i i th  s p e c i a l i s e d  t e c h n i c a l  know- 

■>how and l o n g e r  g e s t a t i o n  p e r i o d .

I t  I s  a l s o  o b s e r v e d  from the  same T a b le  t h a t  the  I n c r e a s e  i n  

r e v i s e d  l o c a l  c u r r e n c y  r e c f i l r e m e n t s  o r  e s t i m a t e s  o v e r  o r i g i n a l  l o c a l  

c u r r e n c y  was h i g h e r  than the  r e v i s e d  f o r e i g n  c u r r e n c y  r e q u i r e r a e n t s  

o r  e s t i m a t e s  o v e r  o r i g i n a l  f o r e i g n  c u r r e n c y  r e q u i r e m e n t s  i n  a l l  the  

i n d u s t r i e s  c o n c e r n e d  r e c o r d i n g  Tk ,  236 m i l l i o n  ( 2 5 . 5 7  p e r  c e n t )  and 

Tk« 82  n l l l l o n  ( 6 « 4 6  p e r  c e n t )  r e s p e c t i v e l y *  M o r e o v e r ,  t h e r e  was 

I n c r e a s e  i n  a c t u a l  l o c a l  c u r r e n c y  r e q u i r e m e n t s  o v e r  o r i g i n a l  and 

r e v i s e d  l o c a l  c u r r e n c y  r e q u i r e m e n t s  by Tk* 4 25  m i l l i o n  ( 4 6 * 0 4  p e r  

c e n t )  and ^k.  189 m i l l i o n  ( 1 6 » 3 0  p e r  c e n t )  r e s p e c t i v e l y  ^jfhd the  

a c t u a l  f o r e i g n  c u r r e n c y  r e q u i r e m e n t s  a l s o  e x c e e d e d  th e  o r i g i n a l  and 

the  r e v i s e d  f o r e i g n  c u r r e n c y  r e q u i r e m e n t s  by Tk. 295 m i l l i o n  ( 2 3 * 2 3  

p e r  c e n t )  and Tk* 213 m i l l i o n  ( 1 5 * 7 5  p e r  c e n t )  r e s p e c t i v e l y .  T h i s  

s t a t e  o f  a f f a i v t  d i s c l o s e s  t h a t  the  c o n c e r n e d  o f f i c i a l  o f  t h e  e n t e s «  

p r i s e s  m ig h t  be l e s s  c o n s c i o u s  a b o u t  t h e  p r o p e r  b a s e s  o f  d e c i s i o n s  

f o r  c a p i t a l  e x p e n d i t u r e  r e q u l r « i e n t s  i n  th e  c a s e  o f  l o c a l  c u r r e n c y  

com ponents  than t h a t  o f  f e r e l g n  c u r r e n c y  c o m p o n e n t s .

In  o r d e r  t o  e v a l u a t e  t h e  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  

I n f o r m a t i o n  t o g e t h e r  w i t h  o t h e r  f a c t o r s  o r  r e a s o n s  f o r  r o v i s l o n  o f  

th e  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  and a l s o  f o r  the  

i n c r e a s e  i n  a c t u a l  c o s t  o v e r  t h e  r e v i s e d  c o s t  o f  14 i n d u s t r i a l  e n t e r 

p r i s e s  s e t - u p  d u r i n g  t h e  p e r i o d  1 9 7 2 / 7 3  t o  1 9 8 1 / 8 2  and t o  Ju d g e  t h e(
e f f e c t i v e n e s s  o f  s u c h  r e v i s i o n s  i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  

o r  e s t i m a t e s  as a means o f  b u d g e t a r y  c o n t r o l f  the  f o l l o w i n g  T a b l e  

4 . 1 9  has been p r e s e n t e d  be low *
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Ev<lu«tlon or Control of Totil  Costi ( O r lg ln j I ,  R»vl*»d and Actuil)  of  14 Ent«rprl**s Ett jb l l th*
1972/73 -  19B1/82 undtr th« S*lect«d Bitlori*11 »ed In d u »t r l « i

T j b l *  -  4 . 1 9

S* I • c t ad 
I n d u * t r l * »

No o f O r i g i n  al o r  B u d g a t t d  C o s t i n«v i••d P.udgeted C o e t i I n c r e a i *  
of flewl aec ActiTal

Pro  j •<; ti Lo c*l 
C u r r e n c y

F o r » l g n
C u r r e n c y

T o t a l Lo cal 
C u r r e n c y

F o r e i g n
C u r r e n c y

Totel C5»t o v e r
th* orlgl .  
n a l  C o at

Lo cal 
Curran cy

For
Cur

J u t * 2 104 170 274 250 19 4 444 62.04 121 1

Cotton Tax t i l * 6 Jit 212 428 381 29 4 675 57,71 279 4

Sugar <nd Food 3 22 11 33 33 30 63 90.91 47

St*«l  «nd 
Engln**rlng

1 14S 75 220 239 132 371 68.64 30 3 1

Chaalcal and 
f * r t l U i * t

2 1421 194B 3369 2836 3425 6261 85.84 3222 36

To t* l  t 14 1908 2416 4324 37 39 4075' 7814 80.71 3972 44

/.Soureat Ba««d an Apptndix-V(S) prep*i«d on th* b « « l i  of  t I .  Pro jec t  Prqfor** o f  th* a*tp «ct lv*  Projects  »nd
11. O f f i c i a l  Hicord* of Planning 0«paTtn*nt undtr E

^Not« t M.a > r « f « r s  to ’ Not Appl lcabl* '  i lgn i fy in i j  th*t th*r* m i  no Incr**** of actual co i t s  av*r th« r«vi*ad
Jut* lndu»try._7
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The o r i g i n a l  and the  r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e c ^ i r e m e n t s  

and a c t u a l  c o s t  o f  such  e x p e n d i t u r e  were Tk« 4 , 3 2 4  m i l l i o n ,  H t . 4 , 0 7 5  

m i l l i o n  and Tk .  8 , 3 9 7  m i l l i o n  r e s p e c t i v e l y .  I t  i s  e v i d e n t  f ro m  t h e  

T a b le  4*19  t h a t  the  a c t u a l  c o s t  e x c e e d e d  b o t h  t h e  o r i g i n a l  and t h e  

r e v i s e d  r e q u i r e m e n t s  i n  th e  c a s e  o f  a l l  the  i n d u s t r i e s  and t h e  

i n c r e a s e ,  on an a g g r e g a t e ,  t«as 9 4 . 1 9  p e r  c e n t  and 7 . 4 6  p e r  c e n t  

r e s p e c t i v e l y  d u r i n g  t h a t  p e r i o d .  The r e v i s e d  c o s t  a l s o  e x c e e d e d  

t h e  o r i g i n a l  r e q u i r e m e n t s  by 8 0 . 7 1  p e r c e n t .  Zn r e v i s i n g  t h e  o r i g i n a l  

r e q u i r e m e n t s  o f  c a p i t a l  e x p e n d i t u r e  o f  t h e s e  e n t e r p r i s e s *  v a r i o u s  

f a c t u a l  b a s e s  w ere  taken i n t o  a c c o u n t  among whom p r i c e - e s c a l a t i o n  

a t  home and abro a d #  d e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y ,  h i g h e r  

i n t e r e s t  r a t e s  on f o r e i g n  d e b t s ^ e t c .  m i g h t  be tvcrth  m e n t i o n i n g .  Such 

b a s e s  f o r  r e v i s i o n  o f  t h «  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  

a r e  shown i n  T a b le  4 . 2 0

The i n c r e a s e  i n  r e v i s e d  e s t i m a t e s  o v e r  t h e  o r i g i n a l  r e c f J i r e n e n t s  

was h i g h e s t  i n  Sugar and F o o d ,  Chem ica l  and F e r t i l i z e r ,  S t e e l  and 

E n g in e e r i  ig I n d u s t r i e s  t o  t h e  e x t e n t  o f  9 0 . 9 1  p e r  c e n t ,  8 5 . 8 4  p e r  

c e n t  and >8.64 p e r  c e n t  r e s p e c t i v e l y .  A g a i n ,  the  i n c r e a s e  o f  a c t u a l  

c o s t  o v e i  b o t h  the  o r i g i n a l  and the  r e v i s e d  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  was h i g h e s t  i n  Sugar  and Food  I n d u s t r y  r e c o r d i n g  1 4 5 . 4 5  

p e r  c e n t  and 2 8 . 5 7  p e r  c e n t  r e s p e c t i v e l y  f o l l o w e d  by S t e e l  and 

E n g i n e e r i n g  I n d u s t r y  where th e  i n c r e a s e  o f  a c t u a l  c o s t  o v e r  b o t h  

the  o r i g i n a l  and t h e  r e v i s e d  e s t i m a t e s  was 1 1 5 . 4 5  p e r  c e n t  and 2 7 . 7 6  

p e r  c e n t  r e s p e c t i v e l y .  M o r e o v e r ,  su ch  i n c r e a s e  i n  a c t u a l  c o s t  o v e r  

t h e  o r i g i n a l  c o s t  was 1 0 2 .7 6  p e r  c e n t  i n  the  c a s e  o f  C h em ica l  end 

F e r t i l i z e r  I n d u s t r y .  From t h i s  s t a t e  o f  a f f a i r s ,  i t  i s  t h u s  e v i d e n t  

t h a t  th e  i n c r e a s e  was more h i g h e r  i n  heavy  I n d u s t r i e s  than t h e  l e t s
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hoavy  i n d u s t r i e s  r e q u i r i n g  the  a t t e n t i o n  o f  the p r o p e r  a u t h o r i t i e s  

t o  use  Q o re  f a c t u a l  d a ta  as  the  b a s e s  f o r  d e c i s i o n  f o r  f i x i n g  

o r i g i n a l  and r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s .

I t  i s  a l s o  o b s e r v e d  from the  ab o v e  T a b le  t h a t  th e  r e v i s e d  

e s t i o a t e  f o r  l o c a l  c u r r e n c y  and f o r e i g n  c u r r e n c y  was h i g h e r  than  

t h e  o r i g i n a l  e s t i m a t e  f o r  l o c a l  c u r r e n c y  and f o r e i g n  c u r r e n c y  t o  t h «  

e x t e n t  o f  Tk» 1 ,8 3 1  a i l l i o n  ( 9 3 . 9 6  p e r  c e n t )  and Tk.  1 , 6 5 9  f l i i l l i o n  

( 6 8 . 8 7  p e r  c e n t )  r e s p e c t i v e l y .

M o r e o v e r *  the a c t u a l  l o c a l  c u r r e n c y  c o s t  e x c e e d e d  o v e r  b o t h  the  

o r i g i n a l  and the  r e v i s e d  r e q u i r e m e n t s  f o r  l o c a l  c u r r e n c y  by T k . 2 , 0 6 4  

m i l l i o n  ( 1 0 8 . 1 8  p e r  c e n t )  and Tk.  233  m i l l i o n  ( 6 2 . 2 3  p e r  c e n t )  r e s *  

p e c t i v e l y .  On th e  o t h e r  hand,  t h e  a c t u a l  f o r e i g n  c u r r e n c y  c o s t  a l e c  

e x c e e d e d  b o t h  the o r i g i n a l  and t h e  r e v i s e d  r e q u i r e m e n t s  f o r  f o r e i g n  

c u r r e n c y  to  the  e x t e n t  o f  Tk. 2 , 0 0 9  m i l l i o n  ( 8 3 . 1 5  p e r  c e n t )  and 

Tk .  250 m i l l i o n  ( B . 5 9  p e r  c e n t )  r e s p e c t i v e l y .  The p o s s i b l e  r e a s o n  

f o r  such  p o s i t i o n  i s  t h a t  the c o n c e r n e d  o f f i c i a l  o f  th:; p r o j e c t s  a i j h t  

be l e s s  c o n s c i o u s  a b o u t  the p r o p e r  b a s e s  f o r  making e s t i m a t e  and 

r e v i s i o n  o f  the  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  i n  t!^9 c a s e  o f  

l o c a l  c u r r e n c y  c o m pon en ts  than t h a t  o f  f o r e i g n  c u r r e n c y  c o o p o n e n t s .

In  the  p r e v i o u s  p a r a s ,  th e  u s e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  

i n f o r m a t i o n  i n  d e c i d i n g  r e v i s i o n  o f  the  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  

V e q u i r e m e n ts  ha4 been a n a l y s e d  t o g e t h e r  n i t h  t h e i r  e f f e c t i v e n e s s  f o r  

such  r e v i s i o n s  and e v a l u a t i o n  w i t h  the a c t u a l  c o s t  o f  t h e  abov e  expen* 

d i t u r e .  Some o f  the  r e a s o n s  o r  b a s e s  c o n s i d e r e d  f o r  r e v i s i o n  o f  t h e  

o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  w ere  i n d e n t i f i e d  t h e r e «

Here the  f o l l o w i n g  T a b le  4 . 2 0  s how ing  t h e  v a r i o u s  r e a s o n s  o r  bases  

c o n s i d e r e d  f o r  r e v i s i o n  o f  t h e  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e 

ments has been p r e s e n t e d  w i t h  c l a s s i f i c a t i o n  o f  t h e  r e a s o n s  un d er  

d i f f e r e n t  e l e m e n t s  o r  i t e m s  o f  c a p i t a l  e x p e n d i t u r e  o f  t h e  74  e n t e r  
p r i s e s  s e t  up d u r i n g  the  p e r i o d  1991*52  t o  1 9 7 1 * 7 2  and t h a t  o f  14 
e n t e r p r i s e s  s e t  up d u r in g  th e  p e r i o d  1 9 7 2 - 7 3  t o  1 9 8 1 - 8 2 .
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I t  I s  o b s e r v e d  from th e  ab o v e  T a b le  4*20  t h a t  t h e r e  viere a 

number o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  r e a s o n s  o r  b a s e s  c o n s i d e r e d  

f o r  r e v i s i o n  o f  the  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s , v i z *  

p r i c e  e s c a l a t i o n  o r  h y p e r - i n f l a t l o n  a t  home and a b r o a d *  h i g h  i n t e r e s t  

c h a r g e s  on f o r e i g n  l o ^ t  h i g h e r  f e e s  o f  f o r e i g n  e r e c t o r s  o r  expertSf 

e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y  In  1975 by i m p l e m e n t a t i o n  o f

two N a t i o n a l  Pay S c a l e s  i n  1973 and 1 9 7 7 ,  Wage Board  Avuard, n o n 

a v a i l a b i l i t y  o f  r e q u i r e d  m a t e r i a l s  i n  l o c a l  a a r k e t s *  Government t a x a 

t i o n  p o l i c i e s ,  n a t u r a l  c a l a m i t i e s  s u c h  as f l o o d ,  c y c l o n e ^ e t c * ^  d e l a y  

i n  f i n a l i z a t i o n  o f  v^ork o r d e r ,  u n s t a b l e  p o l i t i c a l  s i t u a t i o n ,  f l u e t u a *  

t i o n  i n  f o r e i g n  exchange r a t e s ^ e t c .

The r e a s o n s  o r  b a s e s  c o n s i d e r e d  f o r  r e v i s i o n  o f  th e  o r i g i n a l  

c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  as  s t a t e d  above  were  a t  the v a r y i n g
 ̂ I

d e g r e e s  showm-in t h e  s a i d  T a b l e *  Aiaong th e  r e a s o n s  o r  b ^ s e s ,  p r i c e  

e s c a l a t i o n  o r  h y p e r - i n f l a t i o n  a t  home was the  h i g h e s t  r e c o r d i n g  

38 * 64 p e r  c e n t  f o r  r e v i e i o n  i n  a l l  t h e  e l e m e n t s  o f  c a p i t a l  e x p e n d ! *  

t u r e  o f  the s a i d  e n t e r p r i s e s *  For  t h i s  r e a s o n ,  t h e  b r e a k - u p  o f  the  

p e r c e n t ?  )e among the  e l e m e n t s  o r  Iteras  vias> ' p r e - c o n s t r u c t i o n  

e x p e n d l t j r e *  a t  20*59  p e r  c e n t *  ' c o n s t r u c t i o n  e x p e n d i t u r e *  a t  35*2 9  

p e r c e n t ,  'm a c h i n e r y  and equ ip m ent*  a t  17*6 5  p e r  c e n t  and ' o t h e r  

c o s t s '  a t  26*47 p e r  c e n t *  Then, d e v a l u a t i o n  o f  B ^ g l a d e s h  c u r r e f i c y  

i n  1975 was the  s e c o n d  h i g h e s t  r e a s o n  r e c o r d i n g  13*64  p e r  c e n t  

c o n s i d e r e d  r e s p o n s i b l e  ^or r e v i s i o n  o f  the  o r i g i n a l  c a p i t a l  e x p e n d i 

t u r e  r e q u i r e m e n t s *  P r i c e  e s c a l a t i o n  a b r o a d  was a l s o  the i m p o r t a n t  

r e a s o n  r e c o r d i n g  11*36 p e r  c e n t  f o r  such  r e v i s i o n s *  O th e r  r e a s o n s  

o r  b a s e s  c o n s i d e r e d  f o r  the  r e v i s i o n  were in  o r d e r  o f  i m p o r t a n c e *  

e x p a n s i o n  o f  the  o r i g i n a l  scheme ( 7 * 9 5  p e r  c e n t ) ,  I n p l e m e n t a t i o n  o f
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n a t i o n a l  pay  « c a l «  (4«5& p e r  c e n t ) i  d e l a y  In f i n a l i z a t i o n  o f  work 

o r d e r  (3 « 4 1  p e r  c e n t ) ,  and h i g h e r  f e e s  o f  f o r e i g n  e r e c t o r s  o r  e x p e r t s  

( 3 . 4 1  p e r  c e n t ) t  h ig h  i n t e r e s t  r a t e s  on f o r e i g n  l o a n t  n a t u r a l  e a l n l -  

t i e s *  n o n > a v a l l a b i l i t y  o f  m a t e r i a l s  i n  l o c a l  n a r k e t s y  u n s t a b l e  p o l i 

t i c a l  s i t u a t i o n ,  d e l a y  on f l o a t a t i o n  o f  t e n d e r  and Governtaent  t a x a 

t i o n  p o l i c y  e a c h  r e c o r d i n g  2*27  p e r  c e n t ,  and wage b o a r d  award* 

h i g h e r  l a b o u r  r a t e s  o f  t e c h n i c a l  p e r s o n n e l ,  i n c r e a s e  i n  f r e i g h t  

c h a z g e s / r a t e s  and f l u c t u a t i o n  i n  f o r e i g n  e x c h a n g e s  r a t e s  e a c h  r e c o r *  

d i n g  1 . 1 4  p e r  c e n t *

i t  i s  a l s o  e v i d e n t  from t h e  same T a b le  t h a t  among t h e  m a j o r

f o u r  e l e m e n t s  o f  c a p i t a l  e x p e n d i t u r e ,  'm a c h i n e r y  and e q u ip m e n ts *
ii

i t e m  was s u b j e c t  t o  maximum r e v i s i o n  r e c o r d i n g  3 4 . 0 9  p e r  c e n t  f o l i o * *  

wed by ' c o n s t r u c t i o n  e x p e n d i t u r e *  i t e m  ( 2 8 . 4 1  p e r  c e n t ) ,  * o t h e r  c o o t *  

i t e m  ( 2 0 . 0 5  p e r  c e n t )  and * p r e * c o n s t r u c t l o n  e x p e n d i t u r e *  i t e m  ( 1 7 . 0 5  

p e r  c e n t ) .  P r i c e  e s c a l a t i o n  o r  h y p e r - l n f l a t i o n  a t  home and a b r o a d t  

d e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y ,  h i g h e r  f e e s  o f  f o r e i g n  e x p e r t s  

and e r e c t o r s , e t c .  were  the  main r e a s o n s  o r  b a s e s  c o n s i d e r e d  f o r  r e v i 

s i o n  o f  'm a c h i n e r y  and e q u i p m e n t s * .  Then,  p r i c e  e s c a l a t i o n  a t  home 

and a b r o a d ,  d e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y ,  d e l a y  i n  f i n a l i z a t i o n  

o f  Work o r d e r ^ e t c .  a l s o  w ere  t h e  main c o n s i d e r a t i o n s  f o r  r e v i s i o n  o f  

a n o t h e r  i t e m ,  ' c o n s t r u c t i o n  e x p e n d i t u r e * .  A g a i n ,  p r i c e  e s c a l a t i o n  

a t  home, e x p a n s i o n  o f  th e  o r i g i n a l  p r o j e c t s j  n a t u r a l  c a l a o t i t i e s  l i k e  

f l o o d ,  and d e l a y  i n  f l o a t a t i o n  o f  t e n d e r  were  th e  r e a s o n s  f o r  r e v i s i o n  

o f  the  ' p r e - c o n s t r u c t i o n  e x p e n d i t u r e *  i t e m .  The main f a c t o r s  o r  

b a s e s  c o n s i d e r e d  f o r  r e v i s i o n  o f  ' o t h e r  c o s t s *  w ere  p r i c e  e s c a l a t i o n  

o r  h y p e r - i n f l a t i o n  a t  home, h i g h  i n t e r e s t  r a t e s  on f o r e i g n  l o a n ,  

i m p l e m e n t a t i o n  o f  n a t i o n a l  pay  s c a l e ,  e x p a n s i o n  o f  t h e  o r i g i n a l  s c h e n e
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and Governraent t a x a t i o n  p o l i c y .  I t  i s  th u s  e v i d e n t  f rom  the a n a l y *  

s i s  o f  the  b a s e s  o r  r e a s o n s  f o r  r e v i s i o n  o f  t h e  o r i g i n a l  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  t h a t  the  b a s e s  o r  r e a s o n s  s t a t e d  above  w e r*  

r e l a t e d  o o r e  o r  l e s s  w i th  the  e c o n o t a i c  f a c t o r s  and i n f o r m a t i o n  w h ich  

w o u ld  be termed  as  t h e  n o n - a c c c u n t i n g  i n f o r m a t i o n  u s e d  f o r  the  p u r 

p o s e .  The e x t e n t  o f  use  n o n - a c c o u n t i n g  i n f o r m a t i o n  i n s t e a d  o f  

a c c o u n t i n g  i n f o r m a t i o n  was v e r y  h i g h  r e g a r d i n g  d e c i s i o n s  f o r  r e v i 

s i n g  th e  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  and f o r  making 

c o m p a r a t i v e  s tu d y  o f  t h e  a c t u a l  c o s t s  w i t h  the  o r i g i n a l  and t h e  

r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  as a m a t t e r  o f  b u d g e t a r y  

c o n t r o l  i n  the  e n t e r p r i s e s  under  s e l e c t e d  i n d u s t r i e s .

' ' ‘ ^  ! 1 -
Heasons  f o r  r e v i s i o n  o f  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o r

e s t i m a t e s  as  m e n t i o n e d  i n  P r o j e c t  P r o f o r n a  and O f f i c i a l  R e c o r d s  

o f  the  s e l e c t e d  i n d u s t r i e s  had been shuwn i n  the  a b o v e  T a b le  4 . 2 0 .  

fce w ere  a l s o  I n t e r e s t e d  t o  know from  o u r  r e s p o n d e n t s  r e g a r d i n g  the  

r e a s o n s  f o r  r e v i s i o n  o f  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s .  I t  i s  

o b s e r v e d  from b o th  t h e  T a b l e s  4 . 2 0  and 4 . 2 1  t h a t  t h e r e  v e r e  some 

ccnmon rea^ons^  v l  z . t  p r i c e  e s c a l a t i o n  a t  home and a b r o a d ,  d e v a l u a 

t i o n  o f  B a n g la d e s h  c u r r e n c y  and r e v a l u a t i o n  o f  f o r e i g n  e x c h a n g e  

r a t e s *  d e l a y  i n  f i n a l i z a t i o n  o f  work o r d e r t  l a c k  o f  o r  h i g h e r  

l a b o u r  c h a r g e  o f  t e c h n i c i a n s  and s k i l l e d  hands*  e t c .

The f o l l o n t i n g  T a b le  4 . 2 1  e x h i b i t s  th e  r e a s o n s  f o r  r e v i s i c n  o f  

o r i g i n a l  c a p i t a l  e x p e n d i t u r e  e s t i m a t e s  f o r  . p r o p e r  I m p l e n i e n t a t l o n  o f  

c a p i t a l  e x p e d l t u r e  program m e.
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154

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  the R e a so n s  f o r  
R e v i s i o n  o f  C a p i t a l  E x p e n d i t u r e  E s t i m a t e s

Tabl« -  4.21

Samples

R ea sons

I C o r p o r a -  I E n t e r -  
I t i o n s  I p r i s e s

J_________\ .......

T o t a l

P r i c e  E s c a l a t i o n  Abroad 17

I n f l a t i o n  a t  Hoine M arket  10

Lack o f  S k i l l e d  Hands a t  
I m p l e m e n t a t i o n  S ta g e  7

Lack o f  F o r e i g n  L in e d - u p  ^
C r e d i t   ̂ 8,

De lay  i n  A p p ro va l  o f
P r o p o s e d  P r o j e c t s  9

I
D e v a l u a t i o n  o f  B a n g la d e s h  \
C u rren cy  and R e v a l u a t i o n  o f  
F o r e i g n  Exchange R a te s  9

D e lay  i n  P l a c e m e n t  o f
a Dp Funds 8

Delay  i n  Shipment o f  P l a n t  
and M a c h i n e r i e s  by F o r e i g n  
S u p p l i e r  7

Rate  o f  Return  Below E x p e c t e d  
One N i l

15

13

9

6

4

3

2

2

3

32 ( 7 1 )  

23 ( 5 1 )

16 ( 3 5 )

14 ( 3 1 )

13 ( 2 9 )

12 ( 2 7 )

la (22)

^ ( 20 ) 

3 ( 7 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

The abov e  T a b l «  shows V a r i o u s  r e a s o n s  f o r  s u c h  r e v i s i o n

In  o r d e r  o f  i m p o r t a n c e  and i t  i s  th u s  c l e a r  t h a t  i n  m o s t  c a s e s  revl<

s i o n  o f  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  e s t i m a t e s  were  done due t o

p r i c e  e s c a l a t i o n  a t  home and a b r o a d *
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I t  had been o b s e r v e d  i n  p a r t i c u l a r  t h a t  the  a c t u a l  c a p i t a l  

e x p e n d i t u r e  r e c | u i r e n e n t »  e x c e e d e d  b o th  the  o r i g i n a l  and th e  r e v i s e d  

b u d g e t  e s t i i o a t e s  d u e ,  among o t h e r s *  t o  l a c k  o f  p r o p e r  u s e  o f  b u d g e -  

t a r y  and t r e a s u r y  c o n t r o l  t e c h n i q u e s *  V a r i o u s  f a c t o r s  d i r e c t l y  o r  

I n d i r e c t l y  r e l a t e d  w i th  c a p i t a l  e x p e n d i t u r e  d e c i s i o n j ,  h o w e v e r ,  w ere  

h e l d  r e s p o n s i b l e  f o r  t h i s  a d v e r s e  p o s i t i o n  and some o b s e r v a t i o n s  

a b o u t  the  i m p o r t a n t  f a c t o r s  a re  n o t e d  b e lo w t

i «  U n n e c e s sa r y  d e l a y  a t  the f o r m u l a t i o n  s t a g e  o f  the p r o j e c t

b e c a u s e  o f  c o n d u c t i n g  d e t a i l s d  f e a s i b i l i t y  s t u d y  o f  the p r o j e c t  

on t h e  b a s i s  o f  v a r i o u s  d a t a  o t h e r  than a c c o u n t i n g  and o f

f o l l o w i n g  lo n g * d r a w n  and c o m p l i c a t e d  p r o c e d u r e  o f  p r o j e c t ̂ 1, 1 ,
p r e p a r a t i o n s }

i i .  U n n e ce s sa ry  d e l a y  a t  the  a p p r o v a l  s t a g e  o f  the p r o j e c t  b e c a u s c o f

r o u n d - a ^ o u t  m ethod s  and t e c h n i q u e s  f o r  a p p r o v a l  o f  th e  p r o j e c t s ;

i i i • U n n e c e s sa r y  d e l a y  a t  the e x e c u t i o n  s t a g e  o f  th e  p r o j e c t  b e c a u s e

o f  the  p a u c i t y  o f  f o r e i g n  e x c h a n g e  fu n d s*  d e l a y  i n  g e t t i n g  th e

n e c e s s a r y  fu n d s  and e x c e s s i v e  d e l a y s  i n  the  p r o c u r e m e n t  o f  

m a c h i n e r i e s  and e q u ip m e n ts *  spa^e  p a r t s *  raw m a t e x ^ a l s ^ e t c * t

i v *  Unusual d e l a y  i n  the  f o r m u l a t i o n *  a p p r a i s a l  and i m p l ^ e n t a t i o n' *
s t a g e s  r e s u l t e d  i n  an unusua l  i n c r e a s e  i n  t h e  p r i c e s  o f  \^aH 

m a t e r i a l s *  wages* m a c h in e r y  and ^ e q u ip m e n t  b o t h  a t  home a i ^  

abroad *  I n c r e a s e d  quantum and c o s t  o f  c i v i l  e n g i n e e r i n g  and 

f e a s i b i l i t y  s tu d y  works*  and engagereent  o f  s u f f i c i e n t  number 

o f  f o r e i g n  e x p e r t s  a n d * c o n s u l t a n t s t
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V* Lack o f  p r o p e r  k n o w le d g e  and t r a i n i n g  o f  p r o j e c t  p e r s o n n a l  and 

a h o r t a g o  o f  t e c h n i c a l  hands  s t a n d  i n  t h e  way o f  making sound 

p r o j e c t  f a a t i b i l l t y  s t u d y  l o a d i n g  t o  u n e c o n o m i c  c a p i t a l  e x p e n d i -  

t u r e  r « c }u i r « m e n t s  d e c i s i o n i

v l «  Lack o f  s p a c i f i c  c o s t  and r e v e n u e  e s t i m a t a  and c o m p a r a t i v e  s t u d y  

t h e r a o f  due t o  n o n - a v a i l a b i l i t y  o f  a d e q u a t e  a c c o u n t i n g  d a t a  and 

i n f o r m a t i o n  o f  s i n l l a r  p r o j e c t s  as w e l l  as  i n a d e q u a t e  u s e  o f  

a v a i l a b l e  a c c o u n t i n g  i n f o r m a t i o n  i n  t h e  p r o p o s e d  c a p i t a l  e x p e n d i 

t u r e  o f  a new i n d u s t r i a l  e n t e r p r i s e  t o g e t h e r  w i t h  i n f l a t i o n a r y  

p r i c e  t r e n d  b o t h  a t  home and a b r o a d  l e a d i n g  t o  i n s u f f i c i e n t  

p r o j e c t  e c o n o m i c s  and p o o r  c a p i t a l  e x p e n d i t u r e  d e c l s i o n s i

v i i .  Lack o f  p r o p e r  c o n s i d e r a t i o n  o f  some b a s i c  f i n a n c i a l  d a t a  such  

as  c u s t o a s  d u t i e s ,  c o s t  i n v o l v e d  i n  o f f e r i n g  t r a i n i n g  o f  t h e  

p r o j e c t  p e r s o n n e l *  e x p e r t ’ s c o n s u l t a n c y  f e e s *  e t c .  i n  t h e  o r i g i n a l  

b u d g e t  e s t i n a t e  o r  c a p i t a l  e x p e n d ! t f i r e  and

v l i i *  I n a c c u r a t e  f i n a n c i a l  f o r e c a s t s  and e c o n o j o i c  v a l i d i t y  o f  t h e

p r o j e c t s  and i m p r o p e r  c l a s s i f i c a t i o n  o f  c a p i t a l  e x p e n d i t u r e  i n  

t h e  c a p i t a l  b u d g e t  on t h e  b a s i s  o f  o b j e c t - w i s e  r a t h e r  than 

a c t i v i t i e s  and e n d - r e s u l t s  b a s i s .

The f a c t o r s  n o t e d  a b o v e  seemed t o  hav e  c o n t r i b u t e d  t o  t h e  i n c r e a *  

s e s  in  th e  a c t u a l  c o s t s  o v e r  th e  o r i g i n a l  and r e v i s e d  e s t i m a t e s  as 

w e l l  as i n d i c a t e d  th e  i n a d e q u a t e  and low u s e  o f  a c c o u n t i n g  d a t a  and 

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

i n d u s t r i e s  i n  B a n g la d e s h  th u s  a f f e c t i n g  t h e  p r o f i t a b i l i t y  o f  t h e  

p r o j e c t s  u n d e r  s t u d y .
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chapter • 5

KORKZNG CAPITAL DECISIONS AND USE 
OF ACCOUNTING INFORMATION

During t h «  o p e r a t i n g  p e r i o d  o f  an u n d e r t a k i n g *  what  i s  q u i t e  

i m p o r t a n t  I s  t h e  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  w h ich  a r e  

a n a l y s e d  i n  t h i s  c h a p t e r  i n  the c o n t e x t  o f  the  fflanagement u se  o f  

a c c o u n t i n g  i n f o r t a e t i o n .  In  th e  o p e r a t i n g  p e r i o d ,  th e  u s u a l  e m p h a s is  

i s  on th e  m a in t e n a n c e  o f  J u s t  a d e q u a t e  l e v e l  o f  l i q u i d i t y  and the  

f f l in ira iza t ion  o f  the  c o s t  o f  s h o r t - t e r m  fu n d s  i . e .  w o r k in g  c a p i t a l .

To a c h i e v e  t h e s e  o b j e c t i v e s *  t h e  nianagefflent n e e d s  t o  e n s u r e  the  _
I I ‘ I ' I ' . ' "

m a in t e n a n ce  o f  an a p p r o p r i a t e  ,,s i 2e ^ a n d . s t r u c t u r a l  c o m po s l  t i o n ‘ o f

the  w o rk in g  c a p i t a l  and i n  t h i s  p r o c e s s  I t  makes c h o i c e  f o r  the

r i g h t  s o u r c e s  f o r  w o rk in g  c a p i t a l  f i n a n c e  t o  run i t s  o p e r a t i o n s

s m o o t h l y .  S in c e  the  s e l e c t e d  i n d u s t r i e s  have  u n d e r g o n e  o r g a n i z a t i o n

n a l  and a d m i n i s t r a t i v e  ch a n g e s  p o s i n g  s e v e r a l  p r o b l e m s  the  a n a l y s i s

i s  b a s e d  on t h e i r  o p e r a t i o n s  as  n a t i o n a l i s e d  i n d u s t r i e s  from 1 9 7 5 - 7 6

t o  1 9 7 9 - 8 0 .

^ « * c e p t s  o f  Working C a p i t a l  D e c i s i o n s

P r o p e r  w o rk in g  c a p i t a l  e n a b l e s  an i n d u s t r i a l  e n t e ^ r i s e  t o  

m a i n t a i n  i t s  c r e d l t - w o r t h i n e s s  and d e b t  repaym ent  c a p a c i t y  and thus  

h e l p s  t o  keep  I t s e l f  i n  l i q u i d  p o s i t i o n ,  i t  h e l p s  management i n  

t a k i n g  v i t a l  f i n a n c i a l  d e c i s i o n s  w i t h  r e g a r d  t o  a s s e s s i n g  r e s o u r c e s  

f o r  a c c ^ i s l t i o n  and o p e r a t i o n  o f  f i x e d  a s s e t s ,  s e l e c t i n g  b e s t  a l t e r 

n a t i v e s ,  p l a n n i n g  f o r  r e q u i r e m e n t  o f  l o n g  term d e b t ,  d e c i d i n g  sound  

d i v i d e n d  p o l i c y  and c o v e r i n g  I n v o l u n t a r y  l o s s e s  on o p e r a t i o n . ^

I UOORE, C . L .  and JAEDICKE, K . K . ,  H a n a a e r i a l  A c c o u n t i n g . S o u t h -  
f e e s t e m  P u b l i s h i n g  C o .*  O h io ,  3rd E d . , 1967 p . 2 0 2 .
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f o r k i n g  c a p i t a l  d e c i s i o n s  i n v o l v «  the  a d m i n i s t r a t i o n  o f

c u r r e n t  a s s e t s  l i k e  i n v e n t o r i e s ,  r e c e i v a b l e  and c a s h  as w e l l  as

adtnlnl s t r a t i  on o f  c u r r e n t  l i a b i l i t i e s .  Working  c a p i t a l  i s  t h e  amount

o f  fu n d s  w h ich  an e n t e r p r i s e  has  to  p r o v i d e  f o r  i t s  d a y - t o - d a y
2

o p e r a t i o n s *  Ramamoorthy s a y s  t h a t  v i e w s  on the c o n c e p t s  and d e f i n i 

t i o n s  o f  w o rk in g  c a p i t a l  d i f f e r .  K h enever  viorking c a p i t a l  i s  men

t i o n e d  i t  b r i n g s  t o  mind c u r r e n t  a s s e t s  and c u r r e n t  l i a b i l i t i e s  w i t h
3

a g e n e r a l  u n d e r s t a n d i n g  t h a t  i t  i s  the  d i f f e r e n c e  betw een  the  two* 

The g r o s s  w o r k in g  c a p i t a l  i s  a l s o  term ed  as  c u r r e n t  o r  c i r c u l a t i n g  

C a p i t a l  and r e p r e s e n t s  t h e  s u m - t o t a l  o f  a l l  c u r r e n t  a s s e t s  o f  t h e  

e n t e r p r i s e *  On the  o t h e r  hand,  n e t  w o r k in g  c a p i t a l  s l s o  known as  

n e t  c u r r e n t  a s s e t s  I s  r e p r e s e n t e d  by the  d i f f e r e n c e  betw een  c u r r e n t  

a s s e t s  and c u r r e n t  l i a b i l i t i e s  i . e .  e x c e s s  o f  c u r r e n t  a s s e t s  o v e r
II

c u r r e n t  l i a b i l i t i e s *  But In  the  b e g i n n i n g  I t  i s  r e q u i r e d  t o  q u a l i f y  

th e  a r e a s  s p e c i f i c a l l y  and from  the  o p e r a t i o n a l  p o i n t  o f  v i e w  w o r 

k i n g  c a p i t a l  i n  t h i s  s t u d y ,  becomes  synonymous w i t h  c u r r e n t  a s s e t s  

o n l y *  Th is  c o n c e p t  w o u ld  be u s e f u l  t o  the  g r o u p s  i n t e r e s t e d  In  

d e t e r m i n i n g  the  amount and n a t u r e  o f  a s s e t s  w h ich  may be u se d  to  

m eet  c u r r e n t  l i a b i l i t i e s *

D e t e r m i n a t i o n  o f  the  s h o r t - t e r m  f i n a n c i a l  o b j e c t i v e s  and p o l i 

c i e s  I s  an i m p o r t a n t  a s p e c t  o f  the  w o r k in g  c a p i t a l  d e c i s i o n s *  The 

e n t e r p r i s e s  a re  r e q u i r e d  to  f o r m u l a t e  s h o r t - t e r m  f i n a n c i a l  o b j e c 

t i v e s  and p o l i c i e s  w i t h  r e g a r d  to  ( 1 )  d e c i s i o n s  g o v e r n i n g  the

2 RaWAMOORTHY, V . E . ,  i n s t i t u t e  o f
F i n a n c i a l  U anagenent  and R e s e a r c h ,  H a d r a s i  1 9 7 8 ,  p *6*

^ COLE, V . L * ,  “ The Management o f  Working C a p i t a l " *  The A u s t r a l i a n  
A c c o u n t a n t .  V o l .  XXIX, No*6 ( J u n e ,  1 9 5 9 ) ,  p * 3 I 9 *
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amount o f  w o r k in g  c a p i t a l  r e q u i r e m e n t s  t o  a c h i e v e  t h e  b u s i n e s s  o b j e c *  

t i v e s *  ( i i )  d e c i s i o n s  g o v e r n i n g  t h e  s t r u c t u r a l  c o m p o n e n ts  o f  u o r k i n g  

c a p i t a l  o f  the  e n t e r p r i s e s  and ( i l l )  d e c i s i o n s  g o v e r n i n g  t h e  s o u r c e s  

o f  f i n a n c e  t o  meet  w o r k in g  c a p i t a l *  A b r i e f  a n a l y s i s  on t h e  s h o r t -  

term f i n a n c i a l  ( a )  o b j e c t i v e s  and ( b )  p o l i c i e s  i n  the  s e l e c t e d  

n a t i o n a l i s e d  i n d u s t r i e s  had been  made b e l o w .

( a )  S h o r t - t e r m  F i n a n c i a l  O b j e c t i v e s

S h o r t - t e r m  f i n a n c i a l  o b j e c t i v e s  a re  r e q u i r e d  t o  run the  o p e r a 

t i o n s  o f  an e n t e r p r i s e  s m o o t h l y .  The x j b l e  5 . 1  shows t h e  r e s p o n s e s  

o f  t h e  s a m p le s  as  r e g a r d  th e  s h o r t - t e r m  f i n a n c i a l  o b j e c t i v e s  i n  th e  

s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s !

i  S h o r t -  
!  t e r n  F i n a n c i a l

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  S h o r t -T e rm  
F i n a n c i a l  O b j e c t i v e s

T
E n t e r -  | T o t a l  
p r i  s e e

G e n e r a t i n g  P r o f i t s 15 22 37 ( 8 2 )

M i n i m i z i n g  C o s t  o f  S h o r t - t e r s  
Funds 12 14 36 ( 8 0 )

M a in te n a n ce  o f  L i q u i d i t y 16 19 35 ( 7 8 )

F i n a n c i n g  o f  Working C a p i t a l  
Requi remen t s 11 9 20 ( 4 4 )

F u l l  C a p a c i t y  U t i l i z a t i o n 7 8 15 ( 3 3 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p le s )*
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The T a b l*  *hows t h «  s h o r t * t e r m  f i n a n c i a l  o b j e c t i v e s  and g e n e r a *  

t i n g  p r o f i t s  was found  t o  be th e  main e h o r t o t e r t t  f i n a n c i a l  o b j e c t i v e  

o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .  Among the  s h o r t - t e m  f i n a n 

c i a l  o b j e c t i v e s  as i d e n t i f i e d  t o  be p u r s u e d ,  g e n e r a t i n g  p r o f i t s *  

m a in te n a n ce  o f  l i q u i d i t y  and m i n i m i z i n g  c o s t  o f  s h o r t - t e r m  fu n d s  

were  t r e a t e d  as a c c o u n t i n g  w h i l e  o t h e r  r e m a in in g  o b j e c t i v e s  were 

term ed  ae n o n - a c c o u n t i n g  o n e s .  Thus,  i t  a p p e a r s  t h a t  s h o r t - t e r m  

f i n a n c i a l  o b j e c t i v e s  were  m o s t l y  r e l a t e d  ui th a c c o u n t i n g  a s p e c t s  o r  

I n f o r m a t i o n *

( b )  J . i .n a a g i iA  P g U c 4 ? g
II

S h o r t - t e r m  f i n a n c i a l  p o l i c i e s  are  a l s o  e s s e n t i a l  f o r  smooth  

o p e r a t i o n s  o f  th e  e n t e r p r i s e s *  The f o l l o w i n g  T ab le  5 . 2  e x h i b i t s  t h e  

r e s p o n s e s  o f  the  sa m p le s  as  r e g a r d s  the  s h o r t - t e r m  f i n a n c i a l  p o l i 

c i e s  o f  the  i n d u s t r i e s  u n d e r  s t u d y t

Tab^? -

R e s p o n s e s  o f  th e  Samples r e g a r d i n g  th e  S h o r t - t e r m  
F i n a n c i a l  P o l i c i e s
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I S h o r t - t e r m
Samples T c o r p o r a -  

j t i o n s  

±
E n te r 
p r i s e s

1

I  T o t a l  
i 
1

Optimum S i z e  o f  f o r k i n g  C a p i t a l 14 16 30 ( 6 7 )

S o u r c e s  o f  F in a n c e  f o r  Viorking C a p i t a l  
Requi rem ents 10 13 23  ( 5 1 )

Sound C r e d i t  and C o l l e c t i o n  P o l i c i e s 8 11 19 ( 4 2 )

P r o p e r  D e c i s i o n s  and C o n t r o l  o f  I n v e n 
t o r i e s 5 6 11 ( 2 4 )

Sound D e c i s i o n  and C o n t r o l  o f  Cash 2 8 10 ( 2 2 )
P r o p e r  D e c i s i o n  and C o n t r o l  o f  R e c e i v a b l e s 2 7 9 ( 2 0 )
finployment o f  R e t a i n e d  E a rn in g s  f o r  

C a p a c i t y  Expans ion 3 5 8 ( 1 8 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p le s ) *

Dhaka University Institutional Repository



131

T a b le  9 . 3  shows t h «  s h o r t - t e r n  f i n a n c i a l  p o l i c i e s  i n  o r d e r  o f  

I m p o r t a n c e  and i t  i s  e v i d e n t  t h a t  w o rk in g  c a p i t a l  d e c i s i o n s  and 

c o n t r o l  was g i v e n  t o p  p r i o r i t y  i n  s h o r t - t e r a  f i n a n c i a l  p o l i c i e s  o f  

the  n a t i o n a l i s e d  i n d u s t r i e s *  Aaong t h e  i d e n t i f i e d  s h o r t - t e r a  f i n a n 

c i a l  p o l l c i e s f  optimuffl s i z e  o f  w o rk in g  c a p i t a l *  payraent o f  r e t a i n e d  

e a r n i n g s  f o r  e x p a n s i o n  o f  c a p a c i t y  and c a s h  aanageraent w e re  t r e a t e d  

as  a c c o u n t i n g  w h i l e  the  r e m a in in g  p o l i c i e s  were  t r e a t e d  as  n o n -  

a c c o u n t i n g  o n e s *  I t  th u s  a p p e a r s  t h a t  s h o r t - t e r n  f i n a n c i a l  p o l i c i e s  

w ere  m o s t l y  r e l a t e d  w i t h  n o n - a c c o u n t i n g  a s p e c t s  than a c c o u n t i n g  

a s p e c t s  o r ^ i n f o m a t i o n *

I ' ' [ 1 ' _ ' ' I ' '  ' II
A f t e r ’ th e  em e rge n ce  o f  B a n g la d e s h t  the  n a t i o n a l i s e d  i n d u s t r i a l  

e n t e r p r i s e s  had been f a c i n g  a l o t  o f  p r o b l e n s  aaong w h ich  th e  i m p o r 

t a n t  one was the  mismanagement i n  the  f i e l d  o f  f i n a n c i a l  management 

w i t h  p a r t i c u l a r  r e f e r e n c e  w o rk in g  c a p i t a l *  The s p e c i f i c  p r o b le m  

e n c o u n t e r e d  by the  n a t i o n a l i s e d  e n t e r p r i s e s  waS t o  r a i s e  a d e q u a te  

w o r k in g  c a p i t a l  t o  f i n a n c e  i t s  r u n n in g  c o s t s *  C o n s e q u e n t l y *  the  

e a r n i n g  pow er  o f  the  i n d i v i d u a l  e n t e r p r i s e s  had been g r e a t l y  a f f e c t e d  

due t o  i n e f f i c i e n c y  i n  t h e .  s p h e r e  o f  w o rk in g  c a p i t a l  d e c i s i o n s  and 

c o n t r o l  which  w ere  a v i t a l  f a c t o r  f o r  a c h i e v i n g  t h e  d e s i r e d  o p e r a 

t i o n a l  e f f i c i e n c y .  As s u c h ,  t h e r e  had been c o n t i n u e d  p r o b le m  o f  

w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  i n  t h e s e  n a t i o n a l i s e d  i n d u s 

t r i e s  u nd er  v a r i o u s  s e c t o r  c o r p o r a t i o n s  w h ich  had been  o p e r a t i n g  

u n d e r  t h e  p r o b le m  o f  l i q u i d i t y  gap o f  a b o u t  Taka 98 c r o r e *  o f  w h ich

^ SOBHaN, REHMaN and AHMED MUZAFFER, P u b l i c  Q l t e r p r i s e  i n  an I n t e r -  
m e d i a t e  Keqime i A Study i n  the  P o l i t i c a l  Economy o f  B a n q la d e s j i .  
o p *  c i t * f  p* 496*
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J u t e  i n d u s t r y  a l o n e  a c c o u n t e d  f o r  Taka 87 c r o r e « ^  The l i q u i d i t y  gap 

was c r e a t e d  due t o  i n h e r i t a n c e  o f  c a p i t a l  s t r u c t u r e  from the  e a r l i e r  

raanaQement and o w n e r s h i p  and had t o  be met  o u t  o f  bank l o a n  and 

Governm ent  s u b s i d y .  S u b s e q u e n t l y ,  w o r k in g  c a p i t a l  fu n d  p o s s e s s e d  by 

some o f  the  e n t e r p r i s e s  wae a l s o  a b s o r b e d  by t h e  l a r g e  amount o f  

i n t e r e s t  c h a r g e d  on t h e  bank lo a n  and Governm ent  s u b s i d y .

The p u r p o s e  o f  t h i s  c h a p t e r  i s  t o  show the  p r e s e n t  p o s i t i o n  o f  

w o rk in g  c a p i t a l  o f  the  n a t i o n a l i s e d  I n d u s t r i e s  i n  B a n g la d e s h  w i t h  

t h e  main o b j e c t i v e s  o f  d e t e r m i n i n g  the  e f f i c i e n c y  o r  i n e f f i c i e n c y  

o f  t h e i r  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  i n  the c o n t e x t  o f  

management u se  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  the  p u r p o s e .  Such ana

l y s i s  w o u ld  p o r t r a y  the  re~al p i c t u r e  o f  f i n a n c i a l  o p e r a t i o n s  o f  th e  

i n d u s t r i a l  e n t e r p r i s e s  and t h i s  a n a l y s i s  m ig h t  be a v a l u a b l e  g u i d e  

t o  th e  management i n  a n a l y s i n g  the  p a s t  p o s i t i o n ,  e v a l u a t i n g  t h e  

f u t u r e  p l a n s  o f  the  e n t e r p r i s e s  and m e a s u r in g  t h e  i m p a c t  o f  use  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  on 

the  e n t e r p r i s e s *  l i q u i d i t y  and on t h e i r  f i n a n c i a l  p e r f o r m a n c e s .

T h is  w ou ld  a l s o  h e lp  the  management t o  m easure  t h e  d i s e q u i l i b r i u m  

and i m b a l a n c e s  i f  any ,  o f  t h e  u s e s  o f  w o rk in g  c a p i t a l  fu n d s  f o r  

t a k i n g  c o r r e c t i v e  a c t i o n s .

132

^ C f « ,  NID, M i n i e t r y  o f  I n d u s t r i e s ,  Governm ent  o f  th e  P e o p l e ' s
R e p u b l i c  o f  B a n g la d e s h ,  He.agyt ofi ^  U  Q.aa.,grNaU,oPjHiJ.<.<l
i n d u s t r i e s . 197 3 ,  S08HAN, REHMAN and AH«AD,MU2AFFER, P u b l i c  E n t t o  
o r l s e  i n  an I n t e r m e d i a t e  Regime i a Study i n  t h e  P o l i t i c a l  Econoaiy 
o f  B a n g l a d e s h , o p . c i t . ,  p . ^ 0 0  and HOQUE, MD. J aHIRUL, " F i n a n c i a l
P l a n n i n g  and C o n t r o l  i n  the  P u b l i c  S e c t o r  I n a u s t r i e s  i n  B a n g l a d e s h * ,  

p . 8 3 .
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5 . 2  ViOTltlng C a p i t a l  R e o u ire m a n t»  P e e l » l o n

Having d i s c u s s e d  t h e  i m p o r t a n c e  o f  w o r k in g  c a p i t a l  d e c i s i o n s  

and c o n t r o l  t o g e t h e r  w i t h  the  c o n c e p t s  o f  w o r k in g  c a p i t a l  and d e l i 

n e a t i o n  o f  s h o r t - t e r m  f i n a n c i a l  o b j e c t i v e s  and p o l i c i e s t  i t  i s  now 

e s s e n t i a l  t o  d e a l  w i t h  the  management u se  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  the  ti.orking c a p i t a l  r e q u i r e m e n t s  d e c i s i o n ,  an i m p o r t a n t  v a r i a b l e  

o f  v o r k i n g  c a p i t a l  d e c i s i o n s  and c o n t r o l *  t to rk ing  c a p i t a l  i s  

r e q u i r e d  f o r  p r o c u r i n g  raw m a t e r i a l s ,  s t o r e s  and s p a r e p a r t s »  i n c u 

r r i n g  o p e r a t i o n a l  e x p e n s e s  l i k e ' w a g e s ,  s a l a r i e s ,  r e n t  p o w e r »  i n t e r e s t f  

i n s u r a n c e ,  s a l e s  and d i s t r i b u t i o n  e x p e n s e s  and p a y i n g  the  d i v i d e n d s ,  

t a x e s  and o t h e r  l i a b i l i t i e s ,  A c o r r e c t  d i a g n o s i s  o f  w o rk in g  c a p i t a l  

r e q u i r e m e n t  i s  e s s e n t i a l *  I n a d e q u a t e  w o rk in g  c a p i t a l  may mean,  among" 

o t h e r  t h i n g s ,  t h a t  th e  a s s e t s  p u r c h a s e d  o u t  o f  f i x e d  c a p i t a l  c a n n o t  

be u t i l i z e d  e f f e c t i v e l y *  K h i l e  e x c e s s i v e  w o rk in g  c a p i t a l  means 

i n s u f f i c i e n t  vo lume o f  b u s i n e s s  and u n r e m u n e r a t iv e  u se  o f  s c a r c e  

r e s o u r c e s *  Too s m a l l  a w o rk in g  c a p i t a l ,  a l t h o u g h  y i e l d i n g  an imme

d i a t e  h i g h e r  r e t u r n  on c a p i t a l  e m p l o y e d ,  may r e d u c e  t h e  e a r n i n g  

c a p t t t l t y  o f  f i x e d  c a p i t a l  e m p lo y e d  o v e r  s u c c e e d i n g  p e r i o d s  w h i l e  

e x c e s s  w ork ing  c a p i t a l  w ou ld  l o w e r  t h e  c a p i t a l  t u r n o v e r  r a t i o ,  and 

th u s  b r i n g  down t h e  o v e r a l l  r e t u r n  on c a p i t a l  e m p lo y e d * ^  Thus 

a d e q u a t e  b u t  n o t  e x c e s s i v e  and n o t  i n s u f f i c i e n t  w o rk in g  c a p i t a l  i s  

r e q u i r e d  f o r  m e e t in g  a l l  e x p e n s e s  and l i a b i l i t i e s  p r o m p t l y ,  f o r  

p r e s e r v i n g  bank c r e d i t s  and f o r  t a k i n g  c a r e  o f  e m e r g e n c y  n e e d s .

1.13

^ CHaKRABORTY, S . K . ,  "Management o f  Working C a p i t a l  and t h e  O pera 
t i n g  C y c l e  C o n c e p t " ,  T o p i c s  i n  A c c o u n t i n g  and F i n a n c e . Ed- by 
C h a k r a b o r t y ,  S .K .  e t .  a l * ,  O x f o r d  U n i v e r s i t y  P r e s s ,  C a l c u t t a !  (C) 
I n d i a n  I n s t i t u t e  o f  Management 1 9 7 6 ,  p .  65*
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V a r i o u s  f a c t o r s  o r  b a s « s  are  duly* tak e i^ ln to  a c c o u n t  w h i l e  d ec i*  

d in g  t h e  tnorking c a p i t a l  r e q u i r e m e n t s  i n  the  n a t i o n a l i s e d  e n t e r p r i 

s e s  u nd er  s e l e c t e d  i n d u s t r i e s *  The f o l l o w i n g  T a b le  5 . 3  e x h i b i t s  the  

r e s p o n s e s  o f  the  s a m p le s  as  r e g a r d s  the  v a r i o u s  f a c t o r s  o r  t y p e s  

o f  i n f o r m a t i o n  c o n s i d e r e d  i n  d e c i d i n g  the  w o rk in g  c a p i t a l  r e q u i r e -  

men t s  i

R e s p o n s e s  o f  the  Samples r e g a r d i n g  the  F a c t o r s  o r  
B ases  f o r  D e c i d i n g  K o rk in g  C a p i t a l  R e q u ir e m e n ts

I
{ F a c t o r s  o r  Bases  
i o f  Kiorking C a p i t a l

Samples I----------r------- r
l C o r p o r a * i E n t e r - I  T o t a l  
i t i o n s  I p r i s e s l
I I I

I^ature o f  the  B u s i n e s s 18 16 34 (75)
M a in te n a n ce  o f  P r o d u c t i o n  S c h e d u le  o r  

M a n u f a c t u r i n g  C y c l e  (quantum o f  
F e a s i b l e  P r o d u c t i o n ) 16 15 31 (69)

P o s i t i o n  o f  B u s i n e s s  C y c l e 16 13 29 (64)

P r o d u c t i o n  P o l i c i e s 10 15 25 (55)

C a p a c i t y  -  U t i l i z a t i o n 11 10 21 (47)

P r o f i t  T a r g e t s 9 10 19 (42)

C o m p e t i t i v e  C o n d i t i o n s 7 10 17 ( 3 8 )

T a x a t i o n  R u le s 9 7 16 (35)

S h i f t s  i n  Custom ers*  Demand f o r  P r o d u c t s 7 a 15 (33)

D i v i d e n d  P o l i c y 6 6 12 ( 2 7 )

D e p r e c i a t i o n  P o l i c y 6 5 11 (24)

P r o c u r e m e n t  P o l i c y 3 5 8 (18)

O t h e r s t  I n v e n t o r y  T u r n o v e r .  Viaaes Payment 
System,  Lead Time, C r e d i t  P o l i 
c i e s  ( C r e d i t  Terms t o  Customers)^etc

4

■ •
3 7 (15)

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .
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Th« abov e  Tab le  shoMS v a r i o u s  f a c t o r « / b a s e s  c o n s i d e r e d  f o r  

the  same p u r p o s e  In  o r d e r  o f  l i o p o r t a n e e .  Anong the  I d e n t i f i e d  f a c 

t o r s *  t a x a t i o n ,  d i v i d e n d  p o l i c y *  p r o f i t  l e v e l s  and d e p r e c i a t i o n  

p o l i c y  were  term ed  as  a c c o u n t i n g  f a c t o r s  w h i l e  the  re m a in in g  f a c 

t o r s  were  c o n s i d e r e d  as  n o n - a c c o u n t i n g  o n e s *  Thus* b o t h  a c c o u n t i n g  

and a c c o u n t i n g  f a c t o r s  o r  i n f o r m a t i o n  were  c o n s i d e r e d  f o r  d e c i d i n g  

w o rk in g  c a p i t a l  r e q u i r e m e n t s *  among w h ic h  n o n - a c c o u n t i n g  f a c t o r s  

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

F u r t h e r  b a s e d  on T a b le  5*3*  th e  r e s p o n s e s  o f  the  s a m p le s  as 

r e g a r d s  the e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  o r  

b a s e s  f o r  d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e m e n t s  are  shown i n  th e  

f o l l o w i n g  T a b le  5 » 4 «

135

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  th e  E x t e n t  o f  Accoun* 
t i n g  and N o n > A c co u n t in g  F a c t o r s  o r  B ases  f o r  

iKorking C a p i t a l  R eq u ire m a n ts  D e c i s i o n

1 B ases  o r  F a c t o r s  
1 f o r k i n g  C a p i t a l  
r ' " ' - - - 4 ^ u i  remen t s

f o i
I
I1

A ccou n 
t i n g

p o n - a c c o -
ju n t i n g

1 T o t a l

1
i

1 L e v e l  o f  | 
j s i g n i  f i  c a n c e  |

1 Lev® 1 
l o f  u se

1
- - I 1

1 i 
1 1

C o r p o r a t i o n s 30 ( 2 5 ) 92 ( 7 5 ) 122 ( 1 0 0 ) C h i -S q u a r e  
«  0 . 1 1 2

£nte  r p r i  s e s 28 ( 2 3 ) 95  ( 7 7 ) 123 ( 1 0 0 ) N ot  S i g n i f i c a n  
a t  *05 l e v e l .

T o t a l  • 58 ( 2 4 ) 187 ( 7 6 ) 245 ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a re  column -  p e r c e n t a g e s ) «
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From the  abov *  T a b le  i t  I s  c l e a r  t h a t  76  p e r c e n t  and 24 p e r  

e « n t  o f  t h e  s a m p le s  p e r c e i v e d  the f a c t o r s  c o n s i d e r e d  f o r  d e c i d i n g  

w o rk in g  c a p i t a l  r e q u i r e m e n t s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  and 

a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y *  Of th e  s a m p le s  a t  c o r p o r a t i o n  

l e v e l ,  7 5  p e r c e n t  p e r c e i v e d  th e  san e  f a c t o r s  a s  r e l a t e d  t o  n o n 

a c c o u n t i n g  i n f o r m a t i o n  w h i l e  25 p e r c e n t  o f  them p e r c e i v e d  the f a c 

t o r s  as r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n .  On t h e  o t h e r  hand,  o f  

the  e n t e r p r i s e  heads*  77  p e r c e n t  and 23 p e r c e n t  p e r c e i v e d  t h e  same 

f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r m a t i o n  

r e s p e c t i v e l y .  Then,  o f  the  s a m p le s  who v i e w e d  th e  same f a c t o r s  as 

r e l a t e d  t o  n o n » a c c o u n t l n g ,  51 p e r c e n t  and 49  p e r c e n t  b e l o n g e d  t o

the  c a t e g o r i e s  o f  e n t e r p r i s e  h e ad s  and c o r p o r a t i o n s *  s a m p le s  w h i l e
' = 1,

o f  th e  sam ples  who v i e w e d  the  same f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g , '
-  -- . ^  . 

52 p e r  c e n t  and 48 p e r  c e n t  b e l o n g e d  to  the  c a t e g o r i e s  o f  c o r p o r a 

t i o n s ’ sam ples  and e n t e r p r i s e  h e ad s  r e s p e c t i v e l y .

I t  i s  thus  e v i d e n t  from t h e  o p i n i o n  o f  the  r e s p o n d e n t s  t h a t  

t h e r e  was t rem en dou s  u s e  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  as b a s e s  i n  

d e c i d i n g  the  w o rk in g  c a p i t a l  r e q u i r e m e n t s ,  b o th  a t  c o r p o r a t i o n  and 

e n t e r p r i s e  l e v e l s .  But t h e r e  « a $  n o  s i g n i f i c a n t  r e l a t i o n s h i p

betw een  the  e x t e n t  o f  use  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  as b a s e s

i n  w o r k in g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n  and the  l e v e l s  o f  u se

( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That i s ,  th e  o p i n i o n  v a r i a t i o n  

as  r e g a r d s  the  e x t e n t  o f  use  o f  n o n - a c c o u n t i n g  and a c c o u n t i n g  

i n f o r m a t i o n  as b a s e s  i n  d e c i d i n g  the w o rk in g  c a p i t a l  r e q u i r e m e n t s  

was i n d e p e n d e n t  o f  the  v a r i a t i o n s  I n  the  l e v e l s  o f  u s e  and th u s  

r e s u l t i n g  i n  s h o r t a g e  o f  r e q u i r e d  w o r k in g  c a p i t a l  i n  the  n a t i o n a *  

U s e d  i n d u s t r i e s  a f f e c t i n g  the  v e r y  f i n a n c i a l  p e r f o r m a n c e s  o f  the  

c o n c e r n s  u nd er  s t u d y .
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B a n g la d e s h  n a t i o n a l i s e d  I n d u s t r l a s  u n d e r  s t u d y  u s e d  t o  manage 

w ork in g  c a p i t a l  by a d o p t i n g  t h e  c o n v e n t i o n a l  a p p r o a c h  i n s t e a d  o f  

o p e r a t i n g  c y c l e  a p p r o a c h  w h ich  i s  a r e c e n t  p henom enon .  The same 

c o n v e n t i o n a l  a p p r o a c h  t o  w o rk in g  c a p i t a l  v i e w s  w o rk in g  c a p i t a l  as 

a f u n c t i o n  o f  the  vo lum e o f  o p e r a t i n g  e x p e n s e s *  Under t h i s  a p p r o a c h ,  

w ork in g  c a p i t a l  i s  n e e d e d  t o  c a t e r  t o  the  n e e d s  o f  c a r r y i n g  on 

o p e r a t i o n a l  a c t i v i t i e s  and i s  n o t  c o n s i d e r e d  m e r e l y  as  s e c u r i t y  

f o r  c r e d i t o r s * ^  On t h e  o t h e r  han d ,  the  c o n c e p t  o f  o p e r a t i n g  c y c l e  

a p p r o a c h  t o  w o rk in g  c a p i t a l  s u g g e s t s  t h a t  the  optimum l e v e l  o f  

w o rk in g  c a p i t a l  i s  t o  be d e t e r m i n e d  by the  d u r a t i o n  o f  th e  o p e r a 

t i n g  c y c l *  and th e  o p e r a t i n g  e x p e n s e s  n e e d e d  f o r  c o m p l e t i n g  the  
'I I' " ' 'I , ' '

c y c l e *  The d u r a t i o n  o f  the  o p e r a t i n g  c y c l e  i s  e q u a l  to  t h e  number

o f  days  I n v o l v e d  i n  th e  v a r i o u s  s t a g e s  commencing from a c q u i s i t i o n  

o f  raw m a t e r i a l s  a n d ’e n d i n g  w i t h  r e a l i z a t i o n  o f  p r o c e e d s  from s u n d ty  

d e b t o r s * "

In n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  o f  B a n g l a d e s h ,  c a p a c i t y  

u t i l i z a t i o n  and volume o f  p o s s i b l e  p r o d u c t i o n  w ere  c o n s i d e r e d  as
9

a a j o r  f a c t o r s  i n  d e c i d i n g  th e  w o rk in g  c a p i t a l  r e q u i r e m e n t s *  In 

t h e s e  i n d u s t r i a l  e n t e r p r i s e s ,  i t  was o b s e r v e d  t h a t  f o r  l o c a l  and 

i m p o r t e d  m a t e r i a l s ,  3 months and 6 months* s t o c k  were c o n s i d e r e d

137

CHAKRA-60RTY, S *K . ,  *Mana9«ment o f  iNorking C a p i t a l  and the  Opera
t i n g  C y c l e  C o n c e p t " ,  feorkina P a per  S e r i e s  Number I .  I n d i a n  
I n s t i t u t e  o f  Management ,  C a l c u t t a *  1973*

^ BHa TTaCHARYA, K . K . ,  "Working  C a p i t a l  Management and I n f f a t i o n " ,  
T o p i c s  i n  A c c o u n t i n g  and Finahfet (E d .  by C h a k r a b o r t y ,  S*K, e t . a U ,  
O x f o r d  U n i v e r s i t y  P r e s s ,  (C) I n d i a n  I n s t i t u t e  o f  ManaSement,  
C a l c u t t a ,  1976 ,  p .  d3*

^ C f . ,  SOBHaN, REHi.UN and AHMAD, MUZAFFER, P u b l i c  E n t e m r i s e s  i n  
an l o t e r r o e d i a t e  Regime i a s tu d y  Eailtlftal SMnoaY a.i

o p . c i t * ,  p , 4 9 6 .

Dhaka University Institutional Repository



f e a s i b l e  x « « p e c t i v e l y .  But f o r  f i n i s h e d  g o o d s *  15 days  t o  30 days*  

s t o c k  o f  p r o d u c t i o n  l e v e l  was t r e a t e d  as b a s i s  f o r  e s t i m a t i n g  w o rk -  

l n * p r o c e s s a  The e s t i m a t e  f o r  S t e e l  and E n g i n e e r i n g  I n d u s t r y  was 

on an a v e r a g e  o f  60 d a y s '  p r o d u c t i o n  l e v e l .  S t o r e s  and s p a r e s  are  

u s u a l l y  I m p o r t e d  f r o a  o u t s i d e  the c o u n t r y  and t h a t ' s  why s t o c k  o f  

o f  6  months* p r o d u c t i o n  l e v e l  was c o n s i d e r e d  n e c e s s a r y  f o r  t h i s  

i t e m *  Trade d e b t s  u p t o  1 m o n t h ' s  s t o c k  were  c o n s i d e r e d  r e a s o n a b l e  

and a d v a n c e s *  d e p o s i t s  and p r e - p a y m e n t s  showed g r e a t  v a r i a t i o n  w ith  

some s e c t o r s  c l a i m i n g  u p t o  6 months* s t o c k  f o r  t h e i r  payment p e r i o d *

In a c c o r d a n c e  w lth ~^he  f a c t b r i T  c o n s l d e ^ d  I n  d e c i d i n g  the .  

•forkin'^ c a p i t a l  r e q u i r e m e n t s  the  f o l l o w i n g  T a b le  ^5 .5  t^hows t h e  

p o s i t i o n  o r  s i r e  o f  w o rk in g  c a p i t a l  r e q u i r e n e n t s  ( b u d g e t e d )  o f  t h e  , 

i n d u s t r i a l  e n t e r p r i s e s  u nd er  s e l e c t e d  n a t i o n a l i s e d  I n d u s t r i e s  f o r  

the  p e r i o d ,  1 9 7 S -7 6  t o  1 9 7 9 -8 0 1
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D e c i s i o n  on S i z e  o f  f o r k i n g  C « p i t « l  R e q u i r e m e n t s  ( B u d g e t e d )  f o r  245 Ent 
t h e  S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s  f o r  th e  P e r i o d  C o v e r i n g  1 9 7 5 -7 6  to

S e l e c t e d
[ n d u s t r i e s J u t e C o t t o n  T e x t i l e T Sugar and

T R e v i -j  O r l -  I 
I g i n a l  | s e d

} O r i g i - |  R e v l -
s e d

I O r i g i -  I Revi 
I n a l  I s e d

S t e e l  and 
l U .— a 

O r i g i - {  Revl 
I n a l  { s e d

1 9 7 5 -7 6 3336 3121 160 3 1646 1657 1655 I486 1560

1 9 7 6 -7 7 3354 3944 237 2 2106 1721 1862 1993 1993

1 9 7 7 -7 8 4 3 2 6 5627 2607 2611 1742 1769 1932 2096

1 9 7 8 -7 9 5524 4517 3102 2816 . 1843
li 1.

2555 2509 2599

1 9 7 9 -8 0 5252 5298 3812 3256 2179 2279 3362 30 22

T o t a l  • 4358 4501 2699 2487 1828 2024  2256 2254

Z * S o  u r c e i  B u d g e t  E s t i m a t e s  o f  ^ h e  E n t e r p r i s e s  u n d e r  S e l e c t e d  I n d u s t r i e s  f o x  
1 9 7 5 -7 6  t o  1 9 7 9 -8 0 ._ 7
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From t h e  abov e  T a b le  5 * 5  I t  I s  c l e a r  t h * t  J u t e  and Sugar and 

Food  i n d u s t r i e s  showed I n c r e a s e  o f  r e v i s e d  b u d g e t  e s t l r o a t e s  o f  

w o rk in g  ca| > ita l to  th e  e x t e n t  o f  3*28 p e r c e n t  and 1 0 . 7 2  p e r c e n t  

o v e r  t h e  o r i g i n a l  b u d g e t  e s t i m a t e s  r e s p e c t i v e l y  w h i l e  r e m a in in g  

i n d u s t r i e s , V i  z .  C o t t o n  T e x t i l e ,  S t e e l  and E n g i n e e r i n g ,  and C h em ica l  

and F e r t i l i s e r  showed d e c r e a s e  o f  r e v i s e d  b u d g e t  e s t i m a t e s  o f  

r ;o rk ln g  c a p i t a l  t o  th e  e x t e n t  o f  7 . 8 5  p e r  c e n t ,  . 0 9  p e r  c e n t  and 

1*24 p e r c e n t  o v e r  the  o r i g i n a l  b u d g e t  e s t i m a t e s  r e s p e c t i v e l y .

The f o l l o w i n g  T a b le  5*6  shows th e  a c t u a l  g r o s s  and n e t  w o rk in g  

c a p i t a l  o f  245 e n t e r p r i s e s  u n d e r  the  s e l e c t e d  n a t i o n a l i s e d  i n d u f

t r i e s  f o r  the  p e r i o d  u n d e r  r e v l e w i

'' I I - » , , li I' .1 '—  I ^  ii '
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S l z «  o f  A c t u a l  tVorklng C « p l t a l  (w /C )  o f  245 E n t e r p r i s e s  Under th e  S< 
N a t i o n a l i s e d  I n d u s t r i e s  f o r  th e  P e r i o d  C o v e r i n g  1 9 7 5 -7 6  t o  1979-1

I ,

I n d u s t r i e s J u t e
I G r o t s I N e t  
IViorking I f o r k i n g

C o t t o n

*  I

Sugar end

G r o s s *  N e t  ( . G r o s s I  N o t
W/C { W/C } l W/C { W/C

S t e e l  ai 
Et>.a4,n^i
G r o s s  5 I 

X /C  { >

1 9 7 5 -7 6 223 3 432 1537 13
I

982 222 1543

1 9 7 6 -7 7 2256 263 1403 ( 1 9 0 )
1

1276 281 1565

1 9 7 7 -7 8 307 2 171 2231 ( 2 6 7 ) 1303 160 1659

1 9 7 8 -7 9 3599 365 2307 ( 3 2 9 )
, 1

1214 157 1857

1 9 7 9 -8 0 4 3 7 5 1535 2333 ( 3 9 8 ) 1525 240 2507

A v e r a g e  i 3147 553 1962 ( 2 3 4 ) 1260 212 1826

^  S o u r c e  • A p p e n d i x - 1 1 ( a ) t o  1 1 ( F )  
o f  th e  E n t e r p r i s e s ^

f iased
1

on Annual P e r f o m a n c e R e p o r t s / I

£  N o t e s  • T o t a l  C u r r e n t  A s s e t s  -  T o t a l  C u r r e n t  L i a b i l i t i e s  * N e t /A c t u a ]  
F i e ^ r e s  i n  t h e  p a r e n t h e s e s  r e p r e s e n t  n e g a t i v e  n e t  w o r k in g  ea(
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I t  i s  e v i d e n t  from th e  T a b le  5 . 6  t h a t  a l l  i n d u s t r i e s  on an 

a v e r a g e ,  showed p o s i t i v e  w o rk in g  c a p i t a l  e x c e p t  C o t t o n  T e x t i l e  

I n d u s t r y  w h ich  had g o t  n e g a t i v e  n e t  w o rk in g  c a p i t a l  d u r i n g  p e r i o d  

u n d e r  s tu d y *  Then,  Chem ica l  I n d u s t r y  a l s o  showed n e g a t i v e  n e t  

w o rk in g  c a p i t a l  f o r  the  y e a r  1 9 7 5 -7 6  o n l y .

The smooth f u n c t i o n i n g  o f  the  e n t e r p r i s e s  d ep en d s  on th e  

ad equa cy  o r  o t h e r w i s e  o f  the w o rk in g  c a p i t a l  r e q u i r e m e n t s *  The 

f o l i o d v i n g  Tab le  5*7  e x h i b i t s  the  r e s p o n s e s  o f  the s a m p le s  as  r e g a r d s  

the  m ethods  o r  b a s e s  a p p l i e d  f o r  t e s t i n g  th e  a d e q u a cy  o r  o t h e r w i s e  

o f  w o rk in g  c a p i t a l  r e q u i r e m e n t s  i n  the s e l e c t e d  n a t i o n a l i s e d  i n d u s 

t r i e s !  -

Iftbj^e . -  f t ,7

R e s p o n s e s  o f  the  Samples r e g a r d i n g  t h e  t te th od s  A p p l i e d  
f o r  T e s t i n g  the  Adequacy o f  f o r k i n g  C a p i t a l  R e q u ir e m e n ts

I Samples
I
l!*^ethods A p p l i e d  f o r  
i T e s t i n g  o f  Adequacy o f  
IV-orkinq C a o i t a l  Se oui rem ents

1  " -  
iCo rp 0 r  a-i En te  r -  
( t i o n s  tp r i s e s

1 1
^  I

T o t a l  i

C u r r e n t  R a t i o 16 20 36 ( 3 0 )

A c i d  T e s t  R a t i o 13 17 30 ( 6 7 )

N et  f o r k i n g  C a p i t a l  T u rn o v e r 8 10 18 ( 4 0 )

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p le s } *
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The above  T a b le  shows the  m ethods  u s e d  f o r  t e s t i n g  th e  

a d e q u a cy  o f  w o r k in g  c a p i t a l  r e q u l r e n e n t s  i n  the s e l e c t e d  n a t i o *  

n a l i s e d  i n d u s t r i e s  and t h e s e  m e th o d s  i n  o r d e r  t o  i m p o r t a n c e  w e r e i  

c u r r e n t  r a t i o  (80  p e r c e n t ) *  a c i d - t e s t  r a t i o  (67  p e r c e n t )  and n e t  

w o rk in g  c a p i t a l  t u r n o v e r  r a t i o  (40  p e r c e n t ) .  Thus,  i t  i s  c l e a r  

t h a t  the  t e s t s  u s e d  o r  a p p l i e d  w ere  b a s e d  on a c c o u n t i n g  i n f o r m a 

t i o n .

The adequacy  o r  i n a d e q u a c y  o f  w o rk in g  c a p i t a l  can a l s o  be 

t e s t e d  th r o u g h  l i q u i d i t y  r a t i o  i . e .  c u r r e n t  and a d d  t e s t  r a t i o s  

and the f o l l o w i n g  Tab le  5 . 8  shows the  c u r r e n t  and a c i d - t e s t  o r  

q u ick  r a t i o s  o f  243  e n t e r p r i s e s  u n d e r  the s e l e c t e d  e n t e r p r i s e s
. / . ' ' 'I '■ 1 ff o r  the  y e a r s  u n d e r  r e v i e w .  — 1 I
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Adequacy  T e » t  o f  W ork ing  C a p i t a l  t h r o u g h  C u r r e n t  and A c i d - T e * t  R a t i o  
L i q u i d i t y  R a t i o )  f o r  243 E n t e r p r i s e s  u n d e r  th e  S e l e c t e d  I n d u s t r i a s  f<

1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0

labJg_ ■_ 5.a

i  S e l e c t o d  I n d u s 
t r i e s  «vlth 

Lat loe  (
! J u t e

I y e a r s

T
C o t t o n  1 Sugar and I S t e e l  and  ̂ Chei

_____I----------

JC u r r e n t f  A c i d  C u r r e n t ( A c l d  { C u r r e n t  A c i d  ( C u r r e n t | A c i d  {C urre  
R a t i o  I T e s t {  R a t i o  ( T « » t  < R a t i o  T e s t  J  R a t i o  ( T e s t  { R a t i  

I__________ { R a t i o  {__________ { R a t i o } __________ jR at l 'o  *
L

1 9 7 5 - 7 6 1 . 2 4  O.dO 1*01 0 . 9 1  1 , 2 9  D .5 8  : 1 . 2 3  0 . 8 6  0 .8 i

1 9 7 6 - 7 7 1 * 1 3  0 . 4 7  0 . 8 8  0 . 6 0  1 . 2 8  0 . 4 9  1 . 3 0  0 . 9 8  1 . 2

1 9 7 7 - 7 8

1 9 7 8 - 7 9

1 . 0 6  0 . 4 8  0 . 8 9  0 . 7 2  1 . 1 4  0 . 4 4  1 . 2 5  0 . 9 3  1 . 2

1 . 1 1  0 . 4 6  0 . 8 7  0 . 6 9  1 . 1 5  0 . 4 8  1 . 2 3  0 . 4 4  1 . 2

1 9 7 9 - 8 0 1 . 5 0  0 . 6 3  0 . 8 5  0 . 6 7  1 . 1 9  0 . 4 7  1 . 1 8  0 . 4 7  1 .2i

A v e r a g e  t 1 . 2 1  0 . 5 1  0 . 9 0  0 . 6 4  1 . 2 1  0 . 4 9  1 . 2 4  0 . 7 4  l . l i

^ H o t e s  • ( i )  C u r r e n t  ^ a t i o  ■ * b i U t i e 's t i m e s )  «nd ( i i )  Quick o r  -

2 f~ S o u r c e i  B a se d  on Ap e n d i x  I X 1 ( a ) t o  X I I ( £ )  a t t a c h e d  h e r e w i t h ^ / .
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Xt i s  o b s e r v e d  t h a t  the a v e r a g e  c u r r e n t  r a t i o  and a c i d - t e s t

r a t i o  d u r i n g  t h e  p e r i o d  showed v a r i a t i o n  betw een  0 * 9 0  t o  1 . 2 4  and

0 * 4 9  t o  0 * 9 2  r e s p e c t i v e l y .  N o r m a l ly  c u r r e n t  r a t i o  o f  2 and a c i d  t e s t

r a t i o  o f  1 has  been t h o u g h t  by the  a u t h o r s  o f  f i n a n c i a l  management

t o  be t h e  s t a n d a r d  y a r d . s t i c k  f o r  j u d g i n g  the  a d e q u a c y  o f  Morklng

c a p i t a i * ^ ^  H e re ,  th e  a v e r a g e  c u r r e n t  r a t i o  and a c i d » t e s t  r a t i o  o f

e a c h  i n d u s t r y  Mas be lo w  th e  s t a n d a r d *  The S t e e l  and E n g i n e e r i n g

I n d u s t r y  showed the  h i g h e s t  c u r r e n t  r a t i o  ( 1 * 2 4 )  and C o t t o n  T e x t i l e

I n d u s t r y  shomed the  l o w e s t  c u r r e n t  r a t i o  ( 0 . 9 0 ) .  Then,  the  C h em ica l

and F e r t i l i z e r  I n d u s t r y  showed the h i g h e s t  a c i d  t e s t  r a t i o  ( 0 * 9 2 )

w h i l e  Sugar and Food I n d u s t r y  showed l o w e s t  a c i d - t e s t  r a t i o  r a t i o  
* p li 

( 0 * 4 9 )  • Talccn a l l  the  1  nidus t r i e s  t o g e t h e r ,  the  c u r r e n t  r a t i o ,  on an

a v e r a g e  r e c o r d e d  1 . 1 4  and a c i d e t e s t  r a t i o  r e c o r d e d  0 * 6 6 .  The a v e r a g e

c u r r e n t  r a t i o  o f  C o t t o n  T e x t i l e  I n d u s t r y  was l o w e r  ( 0 . 9 0 )  than th e

a g g r e g a t e  r a t i o  ( U 1 4 )  and a v e r a g e  a c i d  t e s t  r a t i o  o f  J u t e ,  C o t t o n  

T e x t i l e  and Sugar  and Food  I n d u s t r i e s  w ere  l o w e r  ( a c c o r d i n g  0 * 5 1 ,

0*64  and 0 * 4 9  r e s p e c t i v e l y )  than the  a g g r e g a t e  r a t i o  ( 0 . 6 6 } «  From 

the  abov e  a n a l y s i s  i t  i s  e v i d e n t  t h a t  t h e r e  was i n s u f f i c i e n t  w o rk in g  

C a p i t a l  r e s u l t i n g  in  unhappy l i q u i d i t y  p o s i t i o n  f o r  a l l  t h e s e  i n d u s 

t r i e s *

The f o l l o w i n g  T a b le  5*9  shows the  a d e q u a cy  t e s t  o f  w o rk in g  

c a p i t a l  o f  24d e n t e r p r i s e s  i n  terms o f  n e t  w ork ing  r a t i o  t o  s a l e s

f o r  t h e  p e r i o d ,  1 9 7 5 -7 6  t o  1 9 7 9 - 8 0 .

145

10 MOHSIN M . ,  F i n a n c i a l  P la n n in g  and C o n t r Q l .  V i k a s  Pub l u l l i n g  House 
P r i v a t e  L t d . ,  New D e l h i ,  197 4 ,  p .  174 and WESTON, F.  and
BRIGHAH, F .  EUGENE, M a n a g e r i a l  F i n a n c e .  H o l t ,  S i c h a r t  and M n s t o n ,  
New York* USA, 5 th  E d . ,  197 5 ,  p . 6 6 .
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Table -  5,9

Adequacy T e s t  o f  K o rk in g  C a p i t a l  o f  245 E n t e r p r i s e s  u n d e r  
s e l e c t e d  I n d u s t r i e s  i n  T«rras o f  N et  Viorking C a p i t a l  t o  

S a l e s  R a t i o  f o r  the P e r i o d ,  1 9 7 5 - 7 6  t o  1 9 7 9 -8 0

{ i n  P e r c e n t a g e s )

I Sugar j s t e e l  and j c h e n i  c a l  | T o t a l  
and 1 E n g i n e e - l a n d  F e t *  (A verag e  

j  Ping | t i l l z e r  |

S e l e c t e d  
J [ n d u s t r i e «  i

I
V e a r t

I C o t t o n  
{  T e x t i l e
i
1

Food
1

1 9 7 5 -7 6 14*70 0 . 7 1 1 8 .3 0 2 4 . 5 5 m 1 1 . 6 5

1 9 7 6 -7 7 8 . 8 8 - 1 9 . 6 2 2 3 . 6 2 2 7 . 9 1 1 6 .0 1

1977-78 4 . 2 1 7 . 9 6 2 1 . 6 6 2 6 . 5 1 1 2 .0 7

1 9 7 8 -7 9 8 * 0 5 - 7 . 3 5 1 6 . 6 5 2 6 . 2 9 1 1 .6 7

197 9 -80 ' '  2 4 . 1 9 1
1 1

10*58 1 4 . 9 7 2 8 . 4 8 1 5 . 6 4

Averag*  * 1 2 .0 1 0 * 1 4 1 2 . 7 6 2 0 . 2 9\ \ 2 1 . 8 4 6 7 . 0 4

/ “ K o te  * ( i )  Net  t tork ing  C a p i t a l  t o  S a l e s  S a t i o  -  S a l l s*^*^^

( i i )  In the c a s e  o f  n e g a t i v e  w o rk in g  c a p i t a l t  th e  r a t i o  o f  
n e t  w o rk in g  c a p i t a l  t o  s a l e s  i s  n o t  r e l e v a n t . J ^

S o u r c e !  Based on A p p e n d i x - I l l  ( a ) t o  I I l ( t ) _ y

I t  i s  e v i d e n t  from the  s a i d  T a b le  5 . 9  t h a t  J u t e ,  Sugar and F o o d ,  

S t e e l  and E n g i n e e r i n g  and C h e n i c a l  I n d u s t r i e s  showed p o s i t i v e  r e l a t i o n 

s h i p  between a c t u a l  s a l e s  and n e t  w o r k in g  c a p i t a l  r e c o r d i n g  on a a v e r a g e ,  

12*01 p e r c e n t ,  1 2 . 7 6  p e r c e n t ,  2 0* 2 9  p e r c e n t ,  and 21*84  p e r c e n t  r e s p e c 

t i v e l y .  Vihile C o t t o n  T e x t i l e  I n d u s t r y  showed n e g a t i v e  and v e r y  low 

r a t i o  c a r r y i n g  0 * 1 4  p e r c e n t  o n l y .  I t  i s  a l s o  o b s e r v e d  t h a t  t h e r e  was 

r e l a t i v e l y  l e s s  a p p r o p r i a t e  use  o f  l o n g  term fu n d s  o r  s h a r e h o l d e r s *  

e q u i t y  i n  t h e s e  i n d u s t r i e s *  U o r e o v e r ,  t h e  low r a t i o  I n d i c a t e s  the  p o o r
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l i q u i d i t y  p o s i t i o n  o f  the selected  i n d u s t r l e s .  I t  th u s  p o i n t s  o u t  t h a t  

th e  n e t  w o rk in g  c a p i t a l  was n o t  a t  a l l  s u f f i c i e n t  i n  C o t t o n  T e x t i l *  

I n d u s t r y  d u r in g  the  p e r i o d  u n d e r  s t u d y *

In o r d e r  t o  know the s u f f i c i e n c y  o r  I n s u f f i c i e n c y  o f  the  n e t  w or 

k in g  c a p i t a l  r e q u i r e m e n t s  o f  the  e n t e r p r i s e s ,  a n o t h e r  a d e q u a cy  t e s t  

I n  term s  o f  woiriting c a p i t a l  t u r n o v e r  f o r  th e  p e r i o d ,  1 9 7 5 - 7 6  t o  1 9 7 9 -8 0  

had a l s o  been p r e s e n t e d  i n  the  f o l l o w i n g  T a b le  5 . 1 0 »

Adequacy T e s t  o f  l^orking C a p i t a l  o f  245 E n t e r p r i s e s  Under 
S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s  i n  Terms o f  tvorking C a p i t a l  

T u rn o v e r  f o r  the P e r i o d ,  1 9 7 5 - 7 6  t o  1 9 7 9 -8 0
! [

T T r
( I n  P e r c e n t a g e s )

TS e l e c t e d
n d u s t r i e s  I J u t e  IC ot ton  I s u g a r  an<jlste«il a n d I c h e m i c a l  I T o t a l  (

T
i T e x t i l e i  Food ( E n g i n e e - i  
I I  i r i n g  1
J______ I_______ \________ L

l ( A v e r a g e ) i

L __________ i

1 9 7 5 - 7 6 6 . 8 0 1 4 0 .0 0 5 . 9 1 4 . 0 7 ( 3 . 8 9 ) 3 0 . 5 8

1 9 7 6 -7 7 1 1 . 2 7 ( 9 . 5 4 ) 5 . 1 0 4 . 2 3 3 . 5 8 2 . 9 3

1 97 7 -7 8 2 3 . 7 7 ( 5 . 6 6 ) 1 2 . 5 6 4 . 6 2 3 . 7 7 7 . 8 1

1 97 8 -7 9 1 2 . 4 2 ( 7 . 5 9 ) 1 3 .6 0 6 . 0 1 3 . 8 0 5 . 6 5

1 97 9 -8 0 4 . 1 3 ( 6 . 1 4 ) 9 . 4 5 6 . 6 8 3 . 5 1 3 . 5 3

Average  i 1 1 .6 8 2 2 . 2 2 9 . 3 4 5 . 1 2 2 . 1 2 5 0 . 5 1

^ r ^ o t e s  I ( i )  Working C a p i t a l  t u r n o v e r  • iJo i k i n g ' C a p i t a l

( i i )  the  f i g u r e s  i n  p a r e n t h e s e s  r e f e r  to  n e g a t i v e  w o rk in g  
c a p i t a l  t u r n o v e r  w h ich  a r e  n o t  r e l e v a n t  f o r  t h e  
p u r p o s e .

^ S o u r c e  t Based on Append! x - I I  ( a ) t o  1 1 ( £ ) < J 7
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I t  I s  seen  from the abov e  T a b le  t h a t  J u t e ,  Sugar and Food>

S t e e l  and E n g i n e e r i n g  and C h em ica l  and F e r t i l i z e r  I n d u s t r i e s  showed 

on an a v e r a g e ,  p o s i t i v e  but  low r a t i o  o f  a c t u a l  s a l e s  t o  n e t  n o r -  

k i n g  C a p i t a l  f o r  the p e r i o d  u n d e r  r e v i e w  r e c o r d i n g  11*68 p e r c e n t *  

9*34  p e r c e n t ,  5 »1 2  p e r c e n t  and 2*15  p r e c e n t  r e s p e c t i v e l y .  W hi le  

C o t t o n  T e x t i l e  I n d u s t r y  showed n e g a t i v e  r a t i o  o f  s a l e s  t o  w o r k in g  

C a p i t a l  f o r  the  p e r i o d  1 9 7 6 - 7 7  t o  1 9 7 9 - 8 0 ,  and h ig h  p o s i t i v e  r a t i o  

f o r  1 9 7 5 - 7 6  o n l y .

I t  i s  a l s o  e v i d e n t  frora the  s a i d  T a b le  t h a t  a l l  th e  i n d u s t r i e s  

taken  t o g e t h e r ,  th e  y e a r  1 9 7 5 - 7 6  showed h i g h e s t  r a t i o  o f  s a l e s  to
- I ^  ■ f 1“

w o rk in g  c a p !  t a i ' r e c o r d i n g  30 .  53 p e r c e n t  and the  r e a a i n i n g  p e r i o d s
( - -

o f  s t u d y  showed l o w e r  r a t i o s  i n d i c a t i n g  t h e  u n h ^ p y  l i q u i d i t y  p o s i 

t i o n  o f  th e  i n d u s t r i e s  i . e .  the s i  ze o f  w ork in g  c a p i t a l  was n o t  

s u f f i c i e n t  enough i n  the s e l e c t e d  i n d u s t r i e s  f o r  the  p e r i o d  under  

s t u d y .
* • •

The v i t a l  f a c t o r  r e s p o n s i b l e  f o r  su ch  d i s m a l  p o s i t i o n  o f  w ork 

i n g  c a p i t a l  « a s  the  I n d i f f e r e n t  a t t i t u d e  o f  th e  c o n c e r n e d  e n t e r p r i s e  

management t o w a r d s  m a in t e n a n c e  o f  a d e c ^ a t e  l i q u i d i t y *  Though the  

p r i n c i p a l  c o n s i d e r a t i o n  f o r  g r a n t i n g  bank loan  was th e  a d e q u a t e  

l i q u i d i t y  p o s i t i o n  o f  the  e n t e r p r i s e s *  y e t  t h e y  w ere  g r a n t e d  bank 

lo a n  f o r  w o rk in g  c a p i t a l  n o t  on t h e  c r i t e r i a  o f  t h e i r  l i q u i d i t y  alid 

s o l v ^ c y *  b u t  on c o n s i d e r a t i o n  o f  t h e i r  s t a t u s  a s  n a t i o n a l i s e d  

i n d u s t r i e s *  A n o th e r  i m p o r t a n t  f a c t o r  f o r  su ch  p o o r  c o n d i t i o n  was 

the  unusua l  a^d p e c u l i a r  w o r k in g  c a p i t a l  p r o b le m  due t o  th e  i n h e r i 

t e d  c u r r e n t  l i a b i l i t i e s  o f  the  abandoned e n t e r p r i s e s *  Then* o t h e r  

n o t e d  r e a s o n s  f o r  I n a d e q u a t e  w o rk in g  c a p i t a l  o f  the n a t i o n a l i s e d
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i n d u s t r i e s  were  t h a t  e s t i m a t e  o f  w o rk in g  c a p i t a l  r e q u i r e r a e n t  Mas n o t  

p r o p e r l y  made on t h e  b a s i s  o f  th e  p a « t  a c c o u n t i n g  i n f o r m a t i o n  d a t a  

b u t  on i n t u i t i o n  and h u n c h e s ,  f a c t o r s  i n f l u e n c i n g  t h e  w o r k in g  c a p i t a l  

r e q u i r e m e n t s  w ere  n o t  p r o p e r l y  c o n s i d e r e d  and s c i e n t i f i c  m e t h o d s  f o r  

f o r e c a s t i n g  t h e  w o r k in g  c a p i t a l  r e q u i r e m e n t s  w e r e  a l s o  n o t  a p p l i e d  

p r o p e r l y .

5 . 3  Working C a p i t a l  S t r u c t u r a l  Cemponents  D e c i s i o n

Having d e c i d e d  upon t h e  w o r k in g  c a p i t a l  r e q u i r e m e n t s  o f  t h e  i n d u s «  

t r i a l  e n t e r p r i s e s t  i t  i s  a l « o  e s s e n t i a l  t o  d e c i d e  t h e  s t r u c t u r a l  c o m p o -  

n e n t s  o f  w o rk in g  c a p i t a l  w i t h  due  i m p o r t a n c e *  Among t h e  v a r i o u s  

w r i t e r s  and t h i n k e r s  o f  f i n a n c i a l  management,  c l a s s i c a l  w r i t e r s ^ ^  h a v e  

e m p h a s is e d  t h e  n e c e s s i t y  f o r  d e c i d i n g  t h e  s t r u c t u r a l  c o m p o s i t i o n  o f  

w o r k in g  c a p i t a l  by th e  management o f  t h e  e n t e r p r i s e s .  I t  had been  

g a t h e r e d  from  t h e  a c c o u n t i n g  i n f o r m a t i o n  as a v a i l a b l e  i a  th e  f i n a n c i a l  

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

coraposi jb ion o f  g r o s s  w o rk in g  c a p i t a l  o f  t h e  s e l e c t e d  i n d u s t r i e s *

a .  I n v e n t o r y
b .  A c c o u n t s  R e c e i v a b l e s
c .  Cash and Bank B a l a n c e s  and
d .  O th e r  C u r r e n t  A s s e t s .

The T a b l e  5*11 shows t h e  a c t u a l  s t r u c t u r a l  c o m p o n e n t s  w i t h  t h e i r  

p e r c e n t a g e  a n a l y s i s  o f  t h e  s e l e c t e d  i n d u s t r i e s  f o r  t h e  p e r i o d  u n d e r  

r e v i e w .
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YARDIiii^ EDV'ARD E . ,  **A P r o t f o l i o  B a l a n c e  Model  o f  C o r p o r a t e  W ork ing  
C a p i t a l * ,  J o u r n a l  o f  F i n a n c e .  V o l .  X X X I I I ,  N o .  2 ,  May, 1 9 7 8 ,  p .  535 .
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P « r c e n t « g «  A n a l y s i s  o f  T o t a l  C u r r e n t  A s s e t s  o r  G r o s s  W ork ing  Cap! 
245  E n t e r p r i s e s  Under t h e  S e l e c t e d  N a t i o n a l i s e d  I n d u s t r i e s  f o r  th

1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0

J J u t e  C o t t o n  Sugar and t S t e e l  and I Chemic
I----------------  ----------------— T m U A t _________ _______________ I
| M i l l l o n {  % o f  W l l i o n !  % o f  M i l l i o n !  % o f | M i l l i o n {  % o f f M l l l i o r
» n* * _ » ■ TU i - l *  Tt- •«. ^

S e l e c t e d
I n d u s t r i e s

|v>orking C a p i t a l
|Compencnt»__________ { Tk» { T o t a l  { Tk. { T o t a l  ( Tk. [ T o t a l  j  Tk. |T ota l  x Tk.

I n v e n t o r y 1824 5 7 , 9 6  572  2 9 , 1 5  751  5 9 . 6 0  7 9 3  4 3 . 4 3  512

A c c o u n t s
R e ce iv ab l^ e s

1237 3 9 , 3 1  9 9 3  5 0 . 6 2  4 2 5  3 3 . 7 3  700  3 3 , 3 3  1365

B ank /C ash 86 2 , 7 3 94 4 , 7 9  61 4 , 8 4  123 6 , 7 4  12

O t h e r s N i l  N i l 303  1 5 , 4 4  23  1 , 8  3 210 1 1 . 5 0  901

T o t a l  I 3147 lOOX 1962 100% 1260 lOOX 1826 1009( 2790

/ “ s o u r c e i  Based  on Data shown i n  A p p e n d ix  1 1 ( a )  t o

^ f^ O t e s  I ( i )  O t h e r s  i n c l u d e  i n v e s t m e n t s  and p r e p a i d  e x p e n s e s  and ( i i )  A v e r a g e  i
u n d e r   ̂ tu d y  are  shown

4 - w -
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I t  i s  e v i d e n t  from the  T a b le  t h a t  i n v e n t o r y  th e  f i r s t  l n p o r «  

t a n t  com ponent  o f  the w o rk in g  c a p i t a l f  on an a v e r a g e  r e c o r d e d  

4 1 . 7 0  p e r c e n t  o f  the  g r o s s  w o rk in g  c a p i t a l  f o r  th e  p e r i o d  u n d e r  

r « v i e « »  The i n v e n t o r y  o f  Sugar  and Food I n d u s t r y  c o n s t i t u t e d  t h e  

h i g h e s t  p e r c e n t a g e  o f  w o rk in g  c a p i t a l  5 9 . 6 0  p e r c e n t  f o l l o w e d  by 

J u t e  I n d u s t r y  r e c o r d i n g  i n v e n t o r y  a t  S 7 . 9 6  p e r c e n t  o f  w o rk in g  c a p i 

t a l *  The s i z e  o f  i n v e n t o r y  i n  S t e e l  and E n g i n e e r i n g ,  C o t t o n  T e x t i l e  

and C h em ica l  I n d u s t r i e s  r e c o r d e d  4 3 * 4 3  p e r c e n t *  2 9 * 1 5  p e r c e n t  and 

I 8 * 3 5  p e r c e n t  o f  g r o s s  w o rk in g  c a p i t a l  r e s p e c t i v e l y .  The o v e r a l l

p o s i t i o n  o f  a l l  the  i n d u s t r i e s  i n  r e s p e c t  o f  the  s i z e  o f  i n d u s t r y
' ' “  12 s e e a e d  t o  be b e l o w  the  s t a n d a r d  o f  50 p e r c e n t  o f  g r o s s  w o rk in g

I I „

c a p i t a l *  the  p o s i t i o n  o f  J u t e  and Sugar  and Food  I n d u s t r i e s  i n  

r e s p e c t  t o  the  adequacy  o f  i n v e n t o r y  was h ow ever t  a b o v e  the  norm al  

s t a n d a r d *

Then a c c o u n t s  r e c e i v a b l o  c o n s t i t u t e d  h i g h e r  p o r t i o n  o f  g r o s s  

w o rk in g  c a p i t a l  on an a v e r a g e ,  r e c o r d i n g  4 2 * 1 8  p e r c e n t  I n  t e s p e c t  

o f  a l l  the  i n d u s t r i e s  taken  t o g e t h e r .  S e p a r a t e l y ,  a c c o u n t s  r e c e l *  

v a b l e s  i n  C o t t o n  T e x t i l e  I n d u s t r y  r e c o r d e d  t h e  h i g h e s t  p e r c e n t a g e  

o f  g r o s s  w o rk in g  c a p i t a l  ( 5 0 * 6 2  p e r c e n t )  f o l l o w e d  by C h e m ica l  and 

F e r t i l i z e r  I n d u s t r y  w h ich  on an a v e r a g e ,  r e c o r d e d  4 8 . 9 2  p e r c e n t .  

A c c o u n t s  r e c e i v a b l o s  i n  J u t e ,  Sugar and Food and S t e e l  and £ n g i*  

n e e r i n g  I n d u s t r i e s  r e c o r d e d  39*31 p e r c e n t ,  3 3* 7 3  p e r c e n t  and 3 8 . 3 3  

p e r c e n t  r e s p e c t i v e l y .  The s i z e  o f  a c c o u n t s  r e c e i v a b l e s  f o r  a l l  

the  I n d u s t r i e s  on an a g g r e g a t e  and i n  C o t t o n  T e x t i l e  I n d u s t r y

C f .  HABIBULLAH U . ,  I n d u s t r i a l  E f f i c i e n c y  and P r o f i t a b i l l t v  i n  
B a n g l a d e s h ,  o p . c i t . ,  p p .  23 and 3 7 .
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ap p e a r e d  to  be e x c e e s i v e  as  compared t o  o p t i m a l  l e v e l  o f  p e r  

c e n t  o f  g r o s s  w o rk in g  c a p i t a l  w h ich  Mas t r e a t e d  as th e  norm al  

s t a n d a r d  f o r  j u d g i n g  the  a d e q u a cy  o f  t h i s  e l e m e n t . ^ ^

Cash and bank b a l a n c e *  a n o t h e r  i m p o r t a n t  com ponent  o f  vnorklng

c a p i t a l *  c o n s t i t u t e d  i n s i g n i f i c a n t  s h a r e  o f  g r o s s  w o rk in g  c a p i t a l

r e c o r d i n g  3 . 9 1  p e r c e n t  o n l y  on an a v e r a g e  f o r  a l l  the  i n d u s t r i e s

and the  p e r c e n t a g e  d i s t r i b u t i o n  among the  i n d u s t r i e s  v a r i e d  from

0 * 4 4  p e r c e n t  t o  6 . 7 4  p e r c e n t .  The S t e e l  and E n g i n e e r i n g  I n d u s t r y

r e c o r d e d  the  h i g h e s t  p e r c e n t a g e  6 . 7 4  p e r c e n t  and C h em ica l  i n d u s t r y

r e c o r d e d  the  l o w e s t  p e r c e n t a g e  0<44 p e r c e n t  cash  and bank b a l a n c e

as compared t o  g r o s s  w o rk in g  c a p i t a l *  But s i z e  o f  c a s h  and bank

balancsl i n  a l l  the  I n d u s t r i e s  seemed t o  be b e l o w  the  o p t i m a l  l e v e l
14o f  10 p e r c e n t  o f  g r o s s  w o rk in g  c a p i t a l -

" O t h e r  C u r r e n t  A sse ts '*  which  c o m p r i s e  h e r e  i n v e s t m e n t  and 

p r e p a i d  e x p e n s e s  r e c o r d e d  on an a v e r a g e ,  12*21 p e r c e n t  o f  w o rk in g  

c a p i t a l  f o r  a l l  the  I n d u s t r i e s  i n  a g g r e g a t e  f o r  the  p e r i o d  u n d e r  

s t u d y .  I t  ra n g e d  from 32*29  p e r c e n t  t o  1 . 8 3  p e r c e n t *  the h i g h e s t  

p e r c e n t a g e  b e i n g  r e c o r d e d  by C h em ica l  and F e r t i l i z e r  I n d u s t r y  and 

the  l o w e s t  p e r c e n t a g e  by s u gar  and Food  I n d u s t r y *  T h is  s i z e  o f  

" o t h e r  c u r r e n t  a s s e t s *  a p p e a r e d  t o  be p r o p o r t i o n a t e l y  h ig h  as 

compared  to  the cash  and bank b a l a n c e  com pon ent  o f  a l l  the  i n d u s 

t r i e s  t o g e t h e r *

"52

HAiiPTON, j o m  F , ,  F i n a n c i a l  D e c i s i o n  Making i C o n c e p t s *  
and giaffa* P r e n t l c e - H a l l  o f  I n d i a  P r i v a t e  L t d . ,  

New D e l h i ,  2nd £ d * ,  1930, p * l M *

C f . ,  RAMAMCORTHY, V . E . ,  f i f i * c L t* ,  P*19*
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5 . 3 ( a )  I n v e n t o r y  P < c i a l o n «  and C o n t r o l

I n v e n t o r i e s  c o n s t i t u t e  the  m a j o r  e l e m e n t  in  t h e  w o rk in g  c a p i t a l  

o f  many b u s i n e s s  and i n d u s t r i a l  u n d e r t a k i n g s *  I n v e n t o r y  d e c i s i o n s  

and c o n t r o l  o f t e n  a p p e a r  as  t h e  m o st  i m p o r t a n t  p r o b le m  i n  the  

D)ana99n«>nt o f  w o rk in g  c a p i t a l * ^ ^  I n v e n t o r i e s  a r e  v e r y  i m p o r t a n t  

f o r  an e n t e r p r i s e  management p r i m a r i l y  b e c a u s e  o f  t h e i r  d i r e c t  

i m p a c t  on i t s  p r o f i t .  P r o f i t s  a r e  g r e a t l y  a f f e c t e d  by t h e  i n v e n 

t o r i e s * ^ ^  Too much o r  t o o  l i t t l e  i n v e n t o r y  a f f e c t s  the  e n t e r p r i s e ' s  

r a t e  o f  r e t u r n  on i n v e s t m e n t *  I n v e n t o r y  i n  e x c e s s  o f  the r e q u i r e d  

amount w ou ld  r e s u l t  In an i n c r e a s e  o f  c o s t s  such  as  h a n d l i n g  and 

s t o r a g e i  s p o i l a g e ,  o b s o l e s c e n c e  and c a p i t a l  I n v e s t e d  a f f e c t i n g  the  

p r o f i t  m arg in *  the  o t h e r  hand ,  u n d e r  i n v e s t m e n t  i n  i n v e n t o r y  

o f t e n  c a u s e s  the f i r m  t o  f a i l  t o  m eet  i t s  d e l i v e r y  s c h e d u l e s  w i t h  

a r e s u l t a n t  l o s s  o f  g o o d w i l l *  F u r t h e r  the  r a t e  a t  w h ich  i n v e n t o 

r i e s  move th r o u g h  th e  p r o d u c t i o n  and d i s t r i b u t i o n  p r o c e s s e s  a l s o  

a f f e c t s  the  c o s t  o f  d o i n g  b u s i n e s s .  T h e r e f o r e ,  i t  i s  i m p o r t a n t  

f o r  the  management o f  the  e n t e r p r i s e  t o  f o r m u l a t e  and i n i t i a t e  

p r o p e r  i n v e n t o r y  d e c i s i o n s  w h ich  w o u ld  s e r v e  as  g u i d e s  i n  d e t e r m i 

n i n g  the  c o r r e c t  l e v e l  o f  i n v e n t o r y  t o  m a i n t a i n  and t h e r e b y  a t  any 

one  t i n e ,  the  c o r r e c t  anou nt  o f  w o r k in g  c a p i t a l  t o  i n v e n t o r y  s o  as 

t o  c a r r y  on c o n t i n u o u s  p r o d u c t i o n *

i 5:j

BOGEN, JULES I.  ( E d . . ) ,  F i n a n c i a l  Handbook.  The R on a ld  P r e s s  
Company, New Y o r k ,  3rd £ d . ,  1 9 5 7 ,  p * 7 1 S .

w a l k e r ,  ERNEST 'K, and BAUGHN, WILLIAM H . ,  F i n a n c i a l  P la n n i n g  
and P o l i c y .  H arper  and Row, New Y o r k ,  196 4 ,  p * 1 7 2 *
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(1) iQ.V.gn tQrv . 0.9.CLli 19»

In  i n v e n t o r y  d e c i s i o n ,  the  e n t e r p r i s e ' s  o b j e c t i v e s  s h o u l d  be 

i n  c o n s o n a n c e  w i t h  the  w e a l t h  m a x i m i s e t i o n  p r i n c i p l e *  In o r d e r  to  

a t t a i n  t h i s  o b j e c t i v e *  the e n t e r p r i s e  s h o u l d  m a i n t a i n  th e  opt inuia  

l e v e l  o f  i n v e n t o r y .  The aa o u n t  o f  i n v e s t m e n t  i n  i n v e n t o r y  a t  any 

t im e  i s  d e t e r m i n e d  l a r g e l y  by th e  q u a n t i t y  o f  i n v e n t o r y  r e q u i r e d  by 

the  e n t e r p r i s e  and the  r a t e  a t  w h ich  I t  i s  t u r n e d  o v e r  d u r i n g  a 

p a r t i c u l a r  p e r i o d *  I n v e s t m e n t  in  i n v e n t o r y  i s  a l s o  i n f l u e n c e d  by 

th e  d e c i s i o n s  g o v e r n i n g  the p u r c h a s e s t  t h e  quantum o f  f i n i s h e d  

cjoods w h ich  the e n t e r p r i s e  d e s i r e s  h o l d  In  s t o c k  and t h e  m ethod  o f  

v a l u a t i o n  the  e n t e r p r i s e  wants  t o  a d o p t *  I n v e n t o r y  p o l i c i e s  were  

presumed,  t o  be i n f l u e n c e d  by the  s t a b i l i t y  o f  p r o d u c t i o n  and demand 

f o r  the  co m m o d ity ,  ava i  l a b i  1 1 1 ^  o f  t r a n s p o r t a t i o n  f o r  r a w - ^ a t e r l  a l s  

and s u p p l i e s ,  and f i n i s h e d  g o o d s ,  a d e s i r e  t o  m a i n t a i n  s a t i s f a c t o r y  

c u s to m e r  s e r v i c e ,  c o s t  o f  i t e m s  h e l d  i n  i n v e n t o r y  i n  te rm s  o f  main*  

t e n a n c e  and c a p i t a l ,  and the  l i k e * ^ ^  H owever ,  t h i s  s e c t i o n  p r e s e n t s  

an a n a l y s i s  o f  the  f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e t e r m i n i n g  the  

s i z e  o f  i n v e n t o r y *

V a r i o u s  b a s e s  o r  f a c t o r s  w ere  a l s o  ta k e n  i n t o  a c c o u n t  f o r  

d e c i d i n g  i n v e n t o r y  s i z e  in  the s e l e c t e d  i n d u s t r i e s *  The f o l l o w i n g  

T a b le  3*12  e x h i b i t s  th e  r e s p o n s e s  o f  the  s a m p le s  as r e g a r d s  t h e  

b a s e s  o r  f a c t o r s  c o n s i d e r e d  w h i l e  d e c i d i n g  t h e  s i z e  o f  I n v e n t o r y *

KIYaN, MD. a LIMULLa H, " I n v e n t o r y  Hanagement i n  E ast  P a k i s t a n  
(A Case Study o f  S e l e c t e d  F i r m * ) * ,  U n ja yb l j shed  R e s e a r c h  P r o j e c t  
StODort* Bureau o f  Econom ic  R e s e a r c h ,  U n i v e r s i t y  o f  D a c c a ,  1 9 7 0 ,  
p .  27*
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Rfispontes  o f  the  Samples r e g a r d i n g  the  B ases  o r  F a c t o r s  
C o n s i d e r e d  i n  D e c i d i n g  th e  S i z e  o f  I n v e n t o r y

Table ,  5,12

A n t i c i p a t e d  Demand f o r  P r o d u c t s 12 19 31 ( 6 9 )

Lead Time 11 18 29 ( 6 4 )

C a p a c i t y  U t i l i z a t i o n 9 18 27 ( 6 0 )

, P r i c e  o f  Raw M a t e r i a l s 15 - 2 5 ( 5 5 )

S t o r a g e  Space F a c i l i t i e s 9 IS 24 ( 5 3 )

C o s t  o f  C a r r y i n g  I n v e n t o r y 11 10 21 ( 4 7 )

D egree  o f  O b s o l e s c e n c e 5 7 12 ( 2 7 )

O t h e r s !  N a tu r e  o f  B u s i n e s s  A c t i v i 
t i e s )  Raw M a t e r i a l s  t o  be 
Used,  HSihether L o c a l  o r  
I m p o r t e d ^ e t c *

3 3 6 ( 1 3 )

( F i g u r e s  In  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s )

The abov e  Table  shows the  f a c t o r s  c o n s i d e r e d  i n  d e c i d i n g  th e  

i n v e n t o r y  s i z e  i n  o r d e r  o f  i m p o r t a n c e  and among the  f a c t o r s  c o n s i d e r e d  

f o r  d e c i d i n g  the  s i z e  o f  i n v e n t o r y *  p r i c e  o f  raw m a t e r i a l s  and c o s t  

o f  c a r r y i n g  i n v e n t o r y  were  t r e a t e d  as  a c c o u n t i n g  w h i l e  a n t i c i p a t e d  

denandf  l e a d  t i m e ,  s t o r a g e  s p a c e ,  d e g r e e  o f  o b s o l e s c e n c e ,  c a p a c i t y  

u t i l i z a t i o n  and o t h e r s  were t r e a t e d  a s  n o n - a c c o u n t i n g  f a c t o r s *
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Based  on T a b le  5 . 1 2 ,  th e  r e s p o n s e s  o f  the  s a m p le s  as  r e g a r d s  

th e  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  b a s e s  o r  f a c t o r s  f o r  

d e c l s i n g  the  s i z e  o f  i n v e n t o r y  i n  t h e  s e l e c t e d  i n d u s t r i e s  a r e  a l s o  

shown i n  the  f o l l o w i n g  T a b le  5 « l 3 i

R e s p o n s e s  o f  the Samples r e g a r d i n g  t h e  E x t e n t  o f  A c c o u n t i n g  
and N o n » A c c o u n t i n g  B ases  o r  F a c t o r s  C o n s i d e r e d  i n  D e c i d i n g

the  S i z e  o f  I n v e n t o r y

1!>6

i  B a se s  o r  F a c t o r s  f o r  
r ' ' \ t t * e  o f  I n v e n t o r y

1
i L e v e l s  o f
lUse ^

T ' " '  '
1 A c c o u n -  
I t i n g

1 Non-
A cco u n 

t i n g

T o t a l

 ̂J

i L e v e l  o f  I 
i S i g n i f i c a n c e  1

1 1 
{ i 
\ I

C o r p o r a t i o n s 21 ( 3 0 ) 49  ( 7 0 ) 70 ( 1 0 0 ) C h i - S q u a r e  
-  0 . 8 3 0

E n t e r p r i s e s 2S ( 2 4 ) 80 ( 7 6 ) 10 S ( 1 0 0 ) N o t  S i g n i f i c a n t  
a t  . 0 5  l e v e l .

T o t a l  1 46 ( 2 6 ) 129 ( 7 4 ) 175 ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a re  column • p e r c e n t a g e s ) '

From the  above  T a b le  i t  I s  e l a a r  t h a t  7 4  p e r c e n t  and 76 p e r c e n t  

vievred t h e  f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e c i d i n g  the  s i z e  o f  the  

i n v e n t o r y  as r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r m a t i o n  

r e s p e c t i v e l y .  Of the  s a m p le s  a t  c o r p o r a t i o n  l e v e l *  70 p e r c e n t  and 

30 p e r c e n t  v i e w e d  the  sam ple  f a c t o r s  as r e l a t e d  t o  n o n - a c c o u n t i n g  

and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y *  K h i l e  o f  t h e  e n t e r p r i s e  

headSt  7 6  p e r c e n t  and 24 p e r c e n t  v i e w e d  t h e  same f a c t o r s  as r e l a t e d
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t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  I n fo x t Q a l i o n  r e s p e c t i v e l y *  Then o f  

th e  s a m p le s  who v i e w e d  the  f a c t o r *  as  r e l a t e d  t o  a c e o u n t l n g i  M  p e r  

c e n t  and 46 p e r c e n t  b e l o n g e d  t o  the c a t e g o r i e s  o f  e n t e r p r i s e  h e a d s  

and c o r p o r a t i o n s *  sam ples  r e s p e c t i v e l y .  On t h e  o t h e r  hand,  o f  t h e  

s a n p l e a  who v i e w e d  the same f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g ,

62  p e r c e n t  b e l o n g e d  t o  the  c a t e g o r y  o f  e n t e r p r i s e  h e a d s  w h i l e  38 

p e r c e n t  b e l o n g e d  t o  the  c a t e g o r y  o f  c o r p o r a t i o n s *  s a m p l e s .

Z t  i s  thus  e v i d e n t  t h a t  the n o n - a c c o u n t i n g  i n f o r m a t i o n  was 

m o s t l y  c o n s i d e r e d  i n  d e c i d i n g  th e  s i z e  o f  i n v e n t o r y  b o t h  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s .  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n 

s h i p  betw een  the  e x t e n t  o f  use  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  as 

b a s e s  i n - d e c i d i n g  i n v e n t o r y  s i t e i a n d  th e  l e v e l s  o f  u se  ( n o t - s i g n i  f i - '^ 

c a n t  a t  .OS l e v e l ) .  That i s ,  t h e  o p i n i o n  v a r i a t i o n  a s  r e g a r d s  t h e  

e x t e n t  o f  use  o f  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r > a a t l o n  f o r  d e c i 

d in g  the  I n v e n t o r y  s i z e  was i n d e p e n d e n t  o f  the  v a r i a t i o n  i n  th e  

l e v e l s  o f  su ch  u s e  and t h u s ,  r e s u l t i n g  i n  o v e r i n v e s t m e n t  o r  u n d e r  

i n v e s t m e n t  i n  the i n v e n t o r y  u l t i m a t e l y  a f f e c t i n g  t h e  f i n a n c i a l  

p e r f o r m a n c e s  o f  th e  s e l e c t e d  i n d u s t r i e s .

The sound o p e r a t i o n s  o f  an e n t e r p r i s e  depend  on th e  a d e q u a cy  

07 o t h e r w i s e  o f  the  s i z e  o f  i n v e n t o r y  w h ich  a re  t e s t e d  by a p p l y i n g  

d i f f e r e n t  m e t h o d s .  The f o l l o w i n g  T a b le  5 . 1 4  e x h i b i t s  t h e  r e s p o n s e s  

o f  t h e  s t a p l e s  as r e g a r d s  m e th o d s  u s e d  f o r  t e s t i n g  t h e  a d e q u a c y  o f  

t h e  s i z e  o f  i n v e n t o r y  i n  the  n a t i o n a l i s e d  i n d u s t r i e s  u n d e r  s t u d y i
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R e s p o n s e s  o f  t h e  Satnples r e g a r d i n g  the  M ethods  A p p l i e d  
f o r  T e s t i n g  Adequacy  o f  the  S i z e  o f  I n v e n t o r y

I M ethods  A p p l i e d  —  —
I T e s t i n g  the  AdecfUacy o f

. ^ . z 9  ffJ In v g n t g r Y

Number o f  M o n th s '  V a lu e  o f  P r o d u c *  
t i o n

I n v e n t o r y  T u rn o v e r  R a t i o

S a f e t y  S t ce k  T e c h n iq u e

Optifflum I n v e n t o r y  o r  E c o n o o i e  O rd e r  
Q u a n t i t y

O t h e r a t q u i c k  » a t i o «  ^ime I n t e r e s t  
^ m e d  R a t i o ,  e t c *

I C o r p o r a -  
j  t i o n s

T
I En t e  r*  
I p r i s e s

T o t a l

12 13 25 ( 5 5 )

I I 11 22 ( 4 9 )

5 8 13 ( 2 9 )

6 6 12 ( 2 7 )

3 7 10 ( 2 2 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  T o t a l  Nuniber o f  S a m p l e s ) '

The abov e  Tab le  shows d i f f e r e n t  m e th o d s  u s e d  f o r  th e  saffle p u r p o s e  

i n  t h e  s e l e c t e d  n a t i o n a l i s e d  e n t e r p r i s e s  i n  o r d e r  o f  i m p o r t a n c e .  I t  

thus  a p p e a r s  t h a t  m e th o d s  u s e d  f o r  t e s t i n g  th e  a d e q u a c y  o f  the  s i z e  o f  

i n v e n t o r y  w ere  b a s e d  a o s t l y  on n o n - a c c o u n t i n g  f a c t o r s  than a c c o u n t i n g  

f a c t o r s *  Anong the  m ethod s  a p p l i e d  f o r  t e s t i n g  t h e  a d e q u a c y  o f  th e  

s i z e  o f  i n v e n t o r y ,  t u r n o v e r  r a t i o  q u ick  and t im e  i n t e r e s t  r a t i o  w ere  

t r e a t e d  as  a c c o u n t i n g  w h i l e  number o f  months*  v a l u e  o f  p r o d u c t i o n ,  

optiffium I n v e n t o r y  o r  e c o n o m i c  o r d e r  q u a n t i t y  and s a f e t y  s t o c k  w ere  

t r e a t e d  as  n o n - a c c o u n t i n g  m eth od s*
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The ad tq i ia c y  o r  i n a d e q u a c h  o f  a c t u a l  I n v e n t o r y  a t  the  end o f  e a c h  

o f  the f i n a n c i a l  y e a r s  I s  an I n p o r t a n t  i s s u e  l o r  any m a n u f a c t u r i n g  

e n t e r p r i s e  b e c a u s e  o f  i t s  r o l e  i n  m a i n t a i n i n g  a smooth p r o d u c t i o n  s c h e 

d u le *  T h is  can be j u d g e d  i n  te rm s  o f  I n v e n t o r y  t u r n o v e r  as  w e l l  as 

o e n b e r  o f  m onths ’ v a l u e  o f  p r o d u c t i o n .  The f o l l o w i n g  T a b l e s  5 * 1 5  and 5 . 1 6  

show t h e  a b o v e  p o s l t i o n i

Adequacy T e s t  o f  I n v e n t o r y  o f  245  E n t e r p r i s e s  u n d e r  S e l e c t e d  
I n d u s t r i e s  i n  T en ts  o f  T u r n o v e r  f o r  t h e  P e r i o d  C o v e r i n g  

1 9 7 5 -7 6  t o  1 9 7 9 -8 0
( I n  T im es )

i S e l e c t e d  
1 I n d u s t r i e s

i  Y e a rs
L_______ _____  ]

J u t e

I

J  C o t t o n  i  Sugar 
1 T e x t i l e  1 and 
1 i Food  
i  i

i s t e e l  an 
1 E n g l -  
1 n e e r i n g

j  C h e m l - I  T o t a l  i 
l e a l  and i ( A v e r a g e ) i  
| F e r t l l l 4  i  
i  z e r  i i

1 9 7 5 -7 6 2 . 2 1 2 . 4 1 2 . 4 2 2 . 5 6 1 . 9 6 2 . 3 1

1 9 7 6 -7 7 2 . 2 4 4 . 1 2 1 . 8 0 3 . 9 8 1 . 7 7 2 . 7 8

1 9 7 7 -7 8 2 . 4 0 4 . 8 2 2 . 5 2 3 . 6 6 3 . 0 9 3 . 3 1

1 9 7 8 -7 9 2 . 1 5 5 . 0 5 3 . 0 2 1 . 7 4 8 . 2 6 4 . 0 4

1979*80 2*38 3 .3 1 2 . 4 8 1 . 6 7 1 0 . 7 6 4 . 1 2

A verage  • 2 . 2 8 3 . 9 4 2 . 4 5 2 . 7 2 5 . 1 7 3 . 3 1

^ T S c t l v i t y  R a t lo >  ( i ) " I n v e n t o r y  T u r n o v e r "  «  " i n v e n t e d "*

'  '  ( A v e r a g e )  I n v e n t o r y

/ s o u r c e I  Based on Data shown i n  A p p e n d ix  I I  ( A) t o  I I  (E )  a t t a c h e d
herew i  th

I t  I s  e v i d e n t  from  t h e  T a b le  5 . 1 5  t h a t  on an a g g r e g a t e ,  t h e  i n d u s 

t r i e s  showed I n v e n t o r y  t u r n o v e r  ranging  f rom  2 . 3 1  t i m e s  t o  4 . 1 2  t i m e s  

o f  S a l e s  and the a v e r a g e  f o r  t h e  w h o le  p e r i o d  o f  s t u d y  was 3 . 3 1  tlmes<
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I t  i s  a l s o  f o u n d  t h a t  the  i n v e n t o r y  t u r n o v e r  o f  J u t e ,  Sug^r end Food 

and S t e e l  and E n g i n e e r i n g  I n d u s t r i e s  was j lower than th e  a v e r a g e  i n v e n 

t o r y  t u r n o v e r  ( 3 . 3 1  t i m e )  f o r  the  p e r i o d  r e c o r d i n g  2 . 2 8  t i r o e s ,  2 . 4 5  

t im e s  and 2*72  tiff les r e s p e c t i v e l y .  Thent the  i n v e n t o r y  t u r n o v e r  was 

a l s o  l o w e r  than the  a v e r a g e  i n v e n t o r y  i n  th e  y e a r s  1 9 7 5 - 7 6  and 1 9 7 6 - 7 7

r e c o r d i n g  on an a v e r a g e *  2*31 t i n e s  and 2*78  t im e s  r e s p e c t i v e l y ,
i \

Adequacy  T e s t  o f  I n v e n t o r y  o f  the S e l e c t e d  I n d u s t r i e s  C o v e r i n g  
245 E n t e r p r i s e s  i n  Terms o f  "Number o f  Months* V a lu e  o f  P r o d u c 

t i o n "  f o r  the  P e r i o d  Under Study

( I n  M onths )
s e l e c t e d  

1 ^ - ' ^ n d u s t r i e s

1 years^^^^^^^ '\^

1
I
i

J u t e
I T ......... 1 "“1....... ..
1 C o t t o n  i s u g a r  and! S t e e l  
i  T e x t i l e l  Food  i and 
i i 1 Engg.
I 1 I

I c h e m i c a l  1 
i and l(
i F e r t .  I 
i 1

..........  I
T o t a l  1 
Average } !

\

1 9 7 5 - 7 6 5 . 7 7 4 . 8 7 5 . 1 2 4 . 6 0 6 . 1 7 5 . 3 1

1 9 7 6 -7 7 5 . 1 3 3 . 5 2 5 . 7 7 3 . 1 5 6 . 6 0 4 . 8 3

1 97 7 -7 8 4 , 6 3 2 . 5 0 4 . 8 0 3 . 3 2 3 . 6 2 3 .7 7

1 9 7 8 -7 9 5 . 3 5 3 . 1 3 4 . 1 3 9 . 0 9 1 . 3 0 4 . 6 0

1 9 7 9 -8 0 6 . 3 0 4 . 0 7 5 . 0 5 1 1 . 3 5 1 . 2 9 5 . 6 1

A v e rage  t 5 . 4 4 3 . 6 2 4 . 9 7 6 . 3 0 3 . 8 0 4 . 8 3

/ [ N o t e s  I n v e n t o r y  as  "No o f  Months '  V a lu e  o f  P r o d u c t i o n "

^*Source>  Appendix  1 1 ( a ) t o  I I ( F ) « _ 7
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Adequacy t e s t  o f  i n v e n t o r y  can a l s o  be made I n  t e r n s  o f  'Number 

o f  Konthe* Va lue  o f  P r o d u c t i o n * .  The T a b le  4 , 1 6  shows the a d e q u a cy  

t e s t  o f  i n v e n t o r y  o f  the  s e l e c t e d  i n d u s t r i e s  i n  terras o f  number o f  

months* Value o f  p r o d u c t i o n  f o r  the  p e r i o d  u n d e r  s t u d y .  I t  i s  e v i d e n t  

frotD th e  T a b le  t h a t  th e  i n v e n t o r y  i n  te rm s  o f  *Number o f  Months*

V a lu e  o f  P r o d u c t i o n *  f o r  t h e  p e r i o d ,  1 9 7 5 - 7 6  t o  1 9 7 9 -8 0  showed on an

a v e r a g e ,  4 * 8 3  a o n t h s  M hi le  on the  a g g r e g a t e ,  i t  v a r i e d  from 3 . 7 7  t o

5 «6 1  m o n t h s .  The a v e r a g e  i n v e n t o r y  ( 4 * 8 3  m o n th s )  « a s  b e l o w  t h e  

s t a n d a r d  o f  6 o o n t h s ’ v a l u e  o f  p r o d u c t i o n .  The a v e r a g e  i n v e n t o r y  i n

term s  o f  number o f  m onths ’ v a l u e  o f  p r o d u c t i o n  was a l s o  f a r  beloM the

t h e  norm al  s t a n d a r d  i n  the c a s e  o f  a l l  t h e  i n d u s t r i e s  e x c e p t  S t e e l  

and E n g i n e e r i n g  I n d u s t r y  w h ich  r e c o r d e d  6 . 3 0  months  and i t  v a r i e d  

t vom 3*62  months t o  6 . 3 0  months  on an a v e r a g e .  >.<
i

i

The abov e  s t a t e  o f  a f f a i r s  s i g n i f i e s  the  f a c t  t h a t  t n e r e  was 

unde r e i n v e s t m e n t  i n  the  I n v e n t o r i e s  ham p er ing  th e  n orm al  p r o d u c t i o n  

s m o r t h l y  as  w e l l  a s  th e  s u p p l y  o f  f i n i s h e d  p r o d u c t s  t o  s a t i s f y  c u s 

tom ers*  r e q u i r e m e n t s  o r  dem ands .  I t  th u s  u l t i m a t e l y  a f f e c t e d  th e  

p r o f i t a b i l i t y  o f  the  i n d u s t r i e s  c o n c e r n e d .

Adequacy o r  I n a d e q u a c y  o f  the  i n v e n t o r y  p o s i t i o n  had been t e s t e d  

abov e  i n  t e r n s  o f  i n v e n t o r y  t u r n o v e r  as  w e l l  as  number o f  months 

v a l u e  o f  p r o d u c t i o n ,  and i t  was f o u n d  t h a t  t h e r e  was u n d e r  i n v e s t 

ment I n v e n t o r y  i n  a l l  the  i n d u s t r i e s  f o r  a l l  p e r i o d s  u n d e r  r e v i e w  

b e c a u s e  o f  v a r i o u s  r e a s o n s  r e s p o n s i b l e  f o r  such  a d i s m a l  s t a t e  o f  

a f f a i r s  w h ich  were n o t e d  b e l o w t
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Thfl m o d e m  t e c h n i q u e s  o f  a s c e r t a i n i n g  s t o r e  r e q u i r e m e n t s  and 

s t o c k  l e v e l  such  a s  ABC A n a l / * i s »  Minlmuffl S a f e t y  L e v e l s ,  Haxlaum 

S a f e t y  L e v e l s ,  Danger L e v e l s  and R e - o r d e r  P o i n t  w ere  n o t  p r o p e r l y  

a p p l i e d  w h ich  r e s u l t e d  i n  p o o r  I n v e n t o r y  d e c i s i o n s  and c o n t r o l  i n  

t h e s e  i n d u s t r i e s -

I t  Wat l e a r n t  t h a t  t h e  n o n > a v a i  i ab i  l i  ty  o f  q u a l i f i e d  and p r o f e -  

s s l o n a l l y  t r a i n e d  f i n a n c i a l  m anagers  and e x e c u t i v e s  i n  the  e n t e r p r i 

s e s  « a s  the  main r e a s o n s  f o r  n o n - a p p l i c a t i o n  o f  the modern t e c h n i q u e s .  

U o r e o v e r ,  the  o r g a n i z a t i o n a l  and nan agem ent  c l i m a t e  was such  t h a t  

the  q u a l i f i e d  p e r s o n n e l s  who had the k n o w l e d g e ,  showed a v e r s i o n  to  

the  a p p l i c a t i o n  o f  such  t e c h n i q u e s .

I t  Was a l s o  o b s e r v e d  t h a t  p o o i ^ s t o r e s  nanageiaent  sys tem  was 

a n o t h e r  ff la jor  r e a s o n  i F o r - u n d e r - i n y e s ^ n e n t  o f  I n v e n t o r y  In  the  i n d u s 

t r i e s *  B e c a u s e ,  m a n a g e r i a l  i n e f f i c i e n c y  i n  m a i n t a i n i n g  c o o r d i n a t i o n  

between s t o r e s  and p u r c h a s e  d e p a r t m e n t s  r e s u l t e d  in  wrong a s s e s s m e n t  

o f  s t o r e s  r e q u i r e m e n t s .

I t  was f u r t h e r  o b s e r v e d  t h a t  t h e  e n t e r p r i s e s  f a i l e d  t o  p r o c u r e  

and m a i n t a i n  r e q u i r e d  s t o c k  l e v e l s  and p r o p e r  s t o r e s  due t o  t h e  

l i m i t e d  p u r c h a s i n g  p o w e r  o f  th e  e n t e r p r i s e s  s i n c e  d i r e c t i v e s  and 

m anuals  o f  the  C o r p o r a t i o n s  in  t h i s  r e s p e c t s  are  t o  be o b s e r v e d .  In 

p a r t i c u l a r ,  th e  m a t e r i a l s  from o u t s i d e  th e  c o u n t r y  i n  m o s t  c a s e s ,  

were  t o  be p r o c u r e d  t h r o u g h  the  c o n t r o l  and g u i d a n c e  o f  th e  r e s p e c 

t i v e  c o r p o r a t i o n s .
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I t  was a l s o  o f t e n  a s s e r t e d  t h a t  i n d u s t r i a l  e n t e r p r i s e s  d i d  n o t

pay due a t t e n t i o n  t o  p r o p e r  i n v e n t o r y  l e v e l s  and m a i n t e n a n c e  and, t h e r e -
18f o r e ,  d i d  n o t  have c l e a r l y  s t a t e d  i n v e n t o r y  p o l i c y *

MIYaN, MD. ALXMULLa H, " I n v e n t o r y  Management i n  E a s t  P a k i s t a n  
( a Case Study o f  S e l e c t e d  F i n t t s ) " ,  o p . c i  p . l 9 .
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( i i )  I n v e n t o r y  C o n t r o l

C o n t r o l l i n g  i n v e n t o r i e s  i s  t o  o b s e r v e  the  end r e s u l t s  o f  i n v e n 

t o r y  d e c i s i o n  c o i n c i d e d  w i t h  the  p r e d e t e r m i n e d  i n v e n t o r y  o b j e c t i v e s *  

For  t h i s  p u r p o s e ,  e a c h  s t e p  i n  the i n v e n t o r y  p r o c e s s  i s  t o  be c h e c k e d  

w i t h  t h e  s t a n d a r d  e s t a b l i s h e d  e a r l i e r  and i f  d e v i a t i o n s  o c c u r ,  a c t i o n s  

must  be taken i m n e d i a t e l y  t o  c o r r e c t  s u c h  s i t u a t i o n .

There  a r e  v a r i o u s  t r a d i t i o n a l  o e t h o d s  t h a t  have  l o n g  been u se d
19i n  a t t e m p t i n g  t o  c o n t r o l  i n v e n t o r i e s *  The f i r s t  m ethod  i s  t h e  

I n v e n t o r y  t u r n o v e r  r a t i o .  I t  i s  a m easure  u s e f u l  f o r  f i n a n c i a l  

a n a l y s i s  o f  u n l t s ^ i n  an e n t e r p r i s e ,  A n o th e r  d e v i c e  u s e d  t o  m a i n t a i n  

o v e r a l l  c o n t r o l  o f  i n v e n t o r i e s  is °  the  i n v e n t o r y  b u d g e t .  A b u d g e t  i s  

u s u a l l y  somewhat more s e n s i t i v e  t o  s h o r t - t e r m  c o n t r o l  r e q u i r e m e n t s  

than the  t u r n o v e r  r a t i o  b e c a u s e  i t  i s  p r e d i c t e d  on s a l e s  f o r e c a s t  

and p r o d u c t i o n  s c h e d u l e ,  a n o t h e r  m easure  o f  c o n t r o l  i s  the r e t u r n  

on i n v e s t m e n t *  T h is  i s  u s e f u l  t o  top  management b e c a u s e  i t  can be  

u s e d  t o  m easure  p e r f o r m a n c e  a g a i n s t  a p l a n n e d  o b j e c t i v e s .  The o b j e c 

t i v e  o f  i n v e n t o r y  s t o c k  c o n t r o l  m ethod s  i s  t o  c r e a t e  a b a l a n c e

between the  d e s i r e  t o  m i n i m i z e  c a p i t a l  i n v e s t m e n t  on th e  one hand
20and t o  a v o i d  e x t e n s i o n  o f  the  d e l i v e r y  p e r i o d  on the  o t h e r .

The f o l l o w i n g  T a b le  5 . 1 7  e x h i b i t s  the  r e s p o n s e s  o f  the s a m p le s  

as  r e g a r d s  the  t e c h n i q u e s  o r  b a s e s  a p p l i e d  f o r  c o n t r o l l i n g  i n v e n t o r y  

i n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .
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IQ ANDLAUER, EDGAR L , ,  " I n v e n t o r y  Management**, J o u r n a l  o f  A c c o u n t i n g . 
August  195 9 ,  p p .  2 5 - 3 1 .

^  The I n s t i t u t e  o f  C o s t  and Works A c c o u n t a n t s ,  The P r o f i t a b l e  Use 
o f  C ^ a i t a l  i n  I n d u s t r y *  P o r t l a n d  L a c e ,  London ,  1 9 6 9 ,  p ,  4 7 .
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Iakjle. .r .

! ) «3p on3es  o f  the Samples r e g a r d i n g  T e c h n iq u e s  A p p l i e d  
f o r  I n v e n t o r y  C o n t r o l

P r o p e r  I n v e n t o r y  B u dget 10 14 24 ( 5 3 )

I n v e n t o r y  T u rn o v e r  R a t i o 10 12 22 ( 4 9 )

Return on I n v e s tm e n t 3 9 12 ( 2 7 )

p t h e r s *  F i r s t - i n - F i r s t  Out* 2 8 10 ( 2 2 )
L a s t - i n - F i  r s t  Out ,
Moving o r  W e ig h te d
Average  M eth od ,  e t c . -

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e  o f  t o t a l  number o f  s a m p le s )

The abov e  T a b ie  shows the  sane t e c h n i ( ^ e s  i n  o r d e r  o f  i m p o r t a n c e  

and i t  i s  e v i d e n t  t h a t  a l l  th e  t e c h n i q u e s  a p p l i e d  f o r  th e  sane p u r 

p o s e  (uere b a s e d  on a c c o u n t i n g  i n f o r n t a t i o n *

5.3(b) i\fica,»,nta

A n o th e r  I m p o r t a n t  e l e m e n t  o f  w o rk in g  c a p i t a l  i s  a c c o u n t s  r e c e i 

v a b l e ?  vtihi ch a l s o  r e q u i r e  c a r e f u l  a n a l y s i s .  I t  i s  t h e  c u r r e n t  a s s e t  

a r i s i n g  o u t  o f  c r e d i t  s a l e s  t o  c u s t o m e r s  w hich  Mould  be p a i d  o f f  i n  

the  norm al  c o u r s e  o f  b u s i n e s s .  But u n t i l  t h a t  p o i n t »  r e c e i v a b l e s  a r e ,  

I n  a s e n s e ,  f o r z e n  a s s e t s .  A more v i g o r o u s  a t t e m p t  t o  c o l l e c t  from

c u s t o m e r s  may r e q u i r e  e i t h e r  t e m s  o f  s a l e  as t o  hamper the  c o m p e t i -
21t i v e  p o s i t i o n  o f  the f i r m  o r  t o  use  o f  c o s t l y  cash  d i s c o u n t s .

F e d e r a l  R e s e rv e  Bank o f  C h i c a g o *  " A c c o u n t s  R e c e i v a b l e  Lending 
C r e d i t  a t  the  M a r g i n " ,  B u s i n e s s  C o n d i t i o n s * March 1 9 5 8 ,  p p . 5 - 1 2 .
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A c c o u n t s  r e c e i v a b l e s  her0  I n c l u d e  d e b t o r s ,  a d v a n c e s  and l o a n s  t o g e 

t h e r *  The b a a i c  o b j e c t i v e  o f  r e c e i v a b l e  management i s  t o  m ax im ize  

r e t u r n  on i n v e s t m e n t  i n  t h i s  a s s e t .  A c c o u n t s  r e c e i v a b l e  d e c i s i o n

r e f e r s  t o  d e c i s i o n  as  r e g a r d s  t h e  amount o f  fu n d s  t o  be i n v e s t e d  i n
22t h i s  a s s e t  as  a P a ^ t  o f  t h e  i n t e r v a l  s h o r t - r u n  o p e r a t i n g  p r o c e s s *

The t o t a l  vo lum e o u t s t a n d i n g  a t  any one t im e  i s  d e t e r m i n e d  by t h e  

e n t e r p r i s e ' s  c r e d i t  and c o l l e c t i o n  p o l i c i e s  « h l  ch s i g n i f i c a n t l y  

i n f l u e n c e  the  w ork ing  c a p i t a l  r e q u i r e m e n t s *

Affiount o f  c a p i t a l  i n v e s t e d  i n  a c c o u n t s  r e c e i v a b l e s  has  o p p o r t u 

n i t y  c o s t s *  G e n e r a l l y  an i n c r e a s e  i n  r e c e i v a b l e s  i n v e s t m e n t  r e s u l t s

from  s e v e r a l  r e a s o n s  t an i n c r e a s e  i n  s a l e s ,  s i z e  o f  c a s h  d i s c o u n t t
23l e n g t h  o f  c r e d i t  term s  and the vo lum e o f  d e l i n q u e n t  a c c o u n t s *

' I I '' I ' Jj|
I E x c e s s i v e  i n v e s t m e n t  i n  r e c e i v a b l e s  Mould amount t o  d e n i a l  o f  fu n d s  

f o r  more p r o f i t a b l e  and r e m u n e r a t i v e  u s e s *  E x c e s s i v e  t i e - u p  i n  

o u t s t a n d i n g  i s  a p r o o f  o f  i n c o m p e t e n c e  f o r  management t o o  upon u l t i 

mate f a i l u r e  o f  the  c l i e n t s *  As s u c h ,  a g o o d  r e c e i v a b l e  p o l i c y  i s
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s a i d  t o  be one w h ich  has  a r e a s o n a b l e  c r e d i t  and c o l l e c t i o n  p e r i o d *
24Some a u t h o r s  o p i n e d  t h a t  an av< 

t o  60 days  i s  a r e a s o n a b l e  norm*

24Some a u t h o r s  o p i n e d  t h a t  an a v e r a g e  c o l l e c t i o n  p e r i o d  o f  20 days

ESAKDT, LOUIS K * ,  B u s i n e s s  F in a n c e  i A Management A p p r o a c h . 
P r e n t i c e - K a l l >  I n c * ,  Ennlewood C l i f f s ,  J e r s e y ,  1 9 6 5 ,  p »1 0 4 *

V.ALKER, E*Vi., g s s t n t i a l  o f  F i n a n c i a l  Management.  o p * c i t * ,  p . 68*

MOHSIK, M*, F i n a n c i a l  P l a n n i n g  and C o n t r p l .  o p * c i t * ,  p* 194| 
HAMPTON, J . ,  F i n a n c i a l  D e c i s i o n  Making i C o n c e p t s  P r o b le m s

o p * c i t * ,  p*154  and WESTON, J*  FRED AND BRIGHAM4  ̂ F* 
EUCaJE, M a n a g e r ia l  F i n a n c e .  o p * c i t . ,  p . 66*
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The p u r p o s e  o f  t h i s  s e c t i o n  i s  t o  examine  t h e  v i t a l  f u n c t i o n  

and the  means bywhi ch r e c e i v a b l e s  can be  managed e f f i c i e n t l y  by th e  

use  o f  a c c o u n t i n g  i n f o r m a t i o n  s o  t h a t  the  l e v e l  o f  i n v e s t m e n t  i n  

then  I s  o p t i n a l *  In  t h i s  c o n t e x t *  b o t h  t h e  c r e d i t  and c o l l e c t i o n  

p o l i c i e s  and p r o c e d u r e s  as  a w h o le  o f  t h e  e n t e r p r i s e s  u n d e r  s e l e c t e d  

i n d u s t r i e s  had been d i s c u s s e d *

The f o l l o w i n g  T a b le  5*13 shows th e  a v e r a g e  c o l l e c t i o n  p e r i o d  

( i n  d a y s )  f o r  the  n a t i o n a l i s e d  i n d u s t r i e s  u n d e r  s tu d y  t o  j u d g e  the  

a d equ a cy  o r  o t h e r w i s e  o f  the  a c t u a l  amounts i n v e s t e d  in  a c c o u n t s  

r e c e i v a b l e  Of th e  s e l e c t e d  i n d u s t r i e s  a t  th e  end  o f  e a c h  o f  the  

s e l e c t e d  f i n a n c i a l  y e a r s *  1 9 7 5 -7 6  t o  1 9 7 9 -8 0 *

1''>b

1 1,

Adequacy T e s t  o f  A c c o u n t s  R e c e i v a b l e s  i n  Terms o f  
R e c e i v a b l e s  T u r n o v e r  o r  A v erage  C o l l e c t i o n  P e r i o d  
( i n  Days)  f o r  the  S e l e c t i o n  I n d u s t r i e s  C o v e r i n g  
245 E n t e r p r i s e s  f o r  t h e  P e r i o d ,  1 9 7 5 - 7 6  t o  197 9 -8 0

( I n  d a y s )
T 1---------------!------------------ 1-------------- T --------------- 1------

J u t e  I C o t t o n  t Sugar  { S t e e l  1 Chen.  I T o t a l  I
I T e x t i l e l  and I and I and I ( A v e r « )  I
I I Food  i £ngg* 1 F e r t .  I I

_____i______ I_____ I_____i____ I_____ i

S e l e c t e d
U i d u s t r i e s

■1 1 9 7 5 -7 6 96 61 65 76 252 110

) 1 9 7 6 -7 7 102 84 73 70 237 113
f ■ 197 7 -78 89 107 52 77 215 112

1 9 7 3 -7 9 127 125 80 85 225 128
1 197 9 -80 145 136 92 96 210 136

A A v e ra g e  1 112 103 72 81 228 120

/i'

/ ‘j ^ T o t e i *  ( i )  A c t i v i t y  R a t i^ ^ A v e r a g e  C o l l e c t i o n  P e r i o d

C r e d i t  S a l e s  * ^ *  S a l e s  P e r  Day
( i i )  T o t a l  column r e p e e s e n t s  the  a v e r a g e  p o s i t i o n  o f  a l l  

the  i n d u s t r i e s  u nd er  s t u d ^ y
y ^ u r c e i  Annual R e p o r t s  o f  the  S e l e c t e d  I n d u s t r i e s  f o r  th e  P e r i o d ,  
^  197 5 -7 6  t o  1 9 7 9 - 8 0 ^
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The T^bl«  shows t h a t  d u r i n g  the  s tu d y  p e r i o d  i n  t h «  i . g g r e g « t e »  

thtt a v e r a g e  c o l l e c t i o n  p e r i o d  was 120 d a y s  w hich  was much h i g h e r  

than th e  s t a n d a r d  norm o f  20 days  t o  60 d ays  t h u s  i n d i c a t i n g  o v e r  

i n v e s t m e n t  i n  r e c e i v a b l e s  and r e s u l t i n g  i n  h ig h  c o s t s  f o r  m a i n t a i n g  

t h e s e  r e c e i v a b l e s .  The r e a s o n s  f o r  t h i s  d i sm a l  c o n d i t i o n  m ig h t  be  

i d e n t i f i e d  as  l i b e r a l  e x t o n t i o n  o f  c r e d i t  s a l e s ,  non* con s i  d e r a t i o n  

o f  p a s t  f i g u r e s  o r  c r e d i t  s a l e s  and t h e i r  r e a l i z a t i o n *  d e l a y s  i n  

c o l l e c t i o n ,  l a c k  o f  a c c u r a t e  d e c i s i o n  on c r e d i t  terms* c r e d i t  r i s k s ,  

c a s h  d i s c o u n t ,  e t c *

In  o r d e r  t o  d e c i d e  the  s i z e  o f  a c c o u n t s  r e c e i v a b l e s ,  c e r t a i n
^  ̂  ̂ I *' ' f

f a c t o r s  o r  b a s e s  n e e d  t o  be taken i n t o  c o n s i d e r a t i o n *  The f o l l o w i n g  

T ab le  5*19  e x h i b i t s  the  r e s p o n s e s  o f  the  s a m p le s  as r e g a r d s  the  

d i f f e r e n t  b a s e s  o r  d e t e r m i n a n t s  c o n s i d e r e d  w h i l e  d e c i d i n g  the  s i z e  

by a c c o u n t s  r e c e i v a b l e s  I n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s t
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J. a P M

iU s p o n se a  o f  the  Samples r e g a r d i n g  the  B a se s  o r  
F a c t o r s  C o n s i d e r e d  In  D e c i d i n g  s i z e  o f  A c c o u n t *

f ^ e c e i v a b l e s  i

C r e d i t  Terns  o r  P o l i c y

C o l l e e t l o n  P e r i o d

Cash D i s c o u n t

S e l e c t i o n  o f  C r e d i t  R i s k s

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .
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The abov e  T a b le  shows the  f a c t o r s  c o n s i d e r e d  f o r  th e  same p u r 

p o s e  and t h e s e  i n  o r d e r  o f  i m p o r t a n c e  w e r e i  c r e d i t  term s  o r  p o l i c y  

(4 4  p e r c e n t } *  c o l l e c t i o n  p e r i o d  ( 2 4  p e r c e n t ) ,  c a s h  d i s c o u n t  ( 2 2  p e r  

c e n t )  and s e l e c t i o n  o f  c r e d i t  r i s k s  (20  p e r c e n t ) .  I t  i s  t o  be  men

t i o n e d  h e r e  t h a t  s s l e s  on c r e d i t  Mere n o t  g e n e r a l l y  a l l o w e d  i n  th e  

s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .  Among th e  f a c t o r s  c o n s i d e r e d  i n  

d e c i d i n g  th e  s i z e  o f  a c c o u n t s  r e c e i v a b l e *  c a s h  d i s c o u n t  was t r e a t e d  

as  a c c o u n t i n g  f a c t o r  w h i l e  c r e d i t  terms o r  p o l i c i e s *  s e l e c t i o n  o f  

c r e d i t  r i s k s  and c o l l e c t i o n  p e r i o d  »^ere t r e a t e d  as  n o n - a c c o u n t i n g  

f a c t o r s .  Thus* f a c t o r s  c o n s i d e r e d  h e r e  c o v e r e d  more o f  n o n - a c c o u n -
-  I, " «

t i n g  i n f o r m a t i o n  than a c c o u n t i n g  f a c t o r s  o r  i n f o r m a t i o n .

Based on T a b le  5 . 1 9 *  the  r e s p o n s e s  o f  th e  sa m p le s  as  r e g a r d s  

the  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  b a s e s  o r  f a c t o r s  c o n s i 

d e r e d  w h i l e  d e c i d i n g  th e  s i z e  o f  a c c o u n t s  r e c e i v a b l e s  i n  t h e  s e l e c t e d  

i n d u s t r i e s  a re  shown i n  the  f o l l o w i n g  T a b le  5 . 2 0 t

R e s p o n s e s  o f  the  Samples r e g a r d i n g  the E x t e n t  o f  A c c o u n t i n g  
and N o n - A c c o u n t i n g  B ases  o r  F a c t o r s  f o r  D e c i d i n g  t h e  S i z e  o f

A c c o u n t s  t l e c e i v a b l e s
i ^ F a c t o r s f o *  D e c i - l  
i  d in g  s i z e  o f  I A c c o u n -  
I A c c o u n t s  Re c e l - 1 t i n g  
■ | ' - - ^ b l e s  i

I
i L e v e l s  I
i o f  Use

T -----------
\ Non-  
i A c c o u n -  
\ t i n g

1
i

T o t a l
1 I
! L e v e l  o f  1 
1 S i g n i f i c a n c e  1

i i 
i i

Cc rpc rations 5 (19) 21 (81) 26 (100) C h i - S q u a r e » 0 . 0 2 0

E n t e r p r i s e s 5 (21) 19 (79) 24 (100) N o t  S i g n i f i c a n t  
a t  .05 l e v e l .

T o t a l  » 10 (20) 40 (80) 50 (100)

( f i g u r e s  i n  b r a c k e t s  a re  c o l u m n - p e r c e n t a g e s ) •
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I t  i s  c l « a r  from the  above  T a b le  t h a t  80 p e r c e n t  o f  the saraples  

v i e w e d  the  f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e c i d i n g  the s i  se o f  

a c c o u n t s  r e c e i v a b l e s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  i n f o r m a t i o n  w h i l e  

o n l y  20 p e r c e n t  o f  them v i e w e d  t h e  same f a c t o r s  as  r e l a t e d  t o  a c c o u n *  

t i n g  i n f o r r a a t i o n .  Of the  s a n p l e s  a t  c o r p o r a t i o n  l e v e l ,  61 p e r c e n t  

and 19 p e r c e n t  v i e w e d  the  f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  and 

a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y  w h i l e  o f  the  e n t e r p r i s e  h e a d s ,

79  p e r c e n t  and 21 p e r c e n t  v i e w e d  the  f a c t o r s  f o r  a c c o u n t s  r e c e i v a b l e  

s i z e  as  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c *  

t l v e l y .  Then,  o f  the  sam ples  who v i e w e d  the  f a c t o r s  as  r e l a t e d  to  

n o n - a c c o u n t i n g ,  53 p e r c e n t  and 47 p e r c e n t  b e l o n g e d  t c  the c a t e g o r i e l s  

o f  c o r p o r a t i o n s *  sam ples  and e n t e r p r i s e  h e a d s  r e s p e c t i v e l y  vkhile o f  

the  sacaples  who v i e w e d  th e  f a c t o r s  a s  r e l a t e d  t o  a c c Q u f t t ln g ,  50 p e r
'  -  I  I

c e n t  and 50 p e r c e n t  b e l o n y e d  t o  the  c a t e g o r i e s  o f  c o r p o r a t i o n s '  

sam ples  and e n t e r p r i s e  h e a d s .

I t  i s  thus  t h e r e  was h igh  use  o f  n o n < -ace o u n t in g  i n f o r m a t i o n  as 

b a s e s  i n  d e c i d i n g  the  s i z e  o f  a c c o u n t s  r e c e i v a b l e s  b o t h  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s *  M o r e o v e r ,  t h e r e  was no s i g n i f i c a n t  

r e l a t i o n s h i p  between  the e x t e n t  o f  u s e  o f  su ch  n o n - a c c o u n t l n g  i n f o r *  

m a t i c n  as  b a s e s  in  the  sane  p u r p o s e  and the  l e v e l s  o f  use  ( n o t  s i g n i 

f i c a n t  a t  . 0 5 ) .  That  i s ,  the  o p i n i o n  v a r i a t i o n  as r e g a r d s  the  e x t e n t  

o f  use  o f  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r o i a t i o n  as b a s e s  i n  

d e c i d i n g  th e  s i z e  o f  a c c o u n t s  r e c e i v a b l e ^  was i n d e p e n d e n t  o f  t h e  , 

v a r i a t i o n s  i n  the  l e v e l s  o f  u s e  «nd t h u s ,  r e s u l t i n g  In d e f e c t i v e  

c r e d i t  and c o l l e c t i o n  p o l i c i e s  a f f e c t i n g  u l t i m a t e l y  the  p r o f i t a b i l i t y  

o f  the  i n d u s t r i a l  e n t e r p r i s e s  u nd er  s t u d y *
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( i )  Cjê t and C o l U c t l o n  P o l l c t e «

C r e d i t  and c o l l e c t i o n  p o l i c i e s  have f a r - r e a c h i n g  e f f e c t s  on 

f i n a n c i a l  c o n d l t l o n s f  s a l e s  voluraet c u s t o m e r  r e l a t i o n  and p r o d u c 

t i o n *  T h e r e f o r e ,  d e c i s i o n s  r e g a r d i n g  c r e d i t s  s h o u l d  n o t  be l e f t  t o  

c h a n c e ,  r a t h e r  t h e s e  d e c i s i o n s  s h o u l d  be made by t o p  nanageinent on 

the  b a s i s  o f  f a c t u a l  d a t a  t o  e n s u r e  u n i f o r m i t y  o f  a c t i o n  and t o  

a c h i e v e  an o p t i m a l  c r e d i t  p o l i c y .  W h i le  f o m u l a t l n g  th e  c r e d i t  and 

c o l l e c t i o n  p o l i c i e s ,  the  raanagenent s h o u l d  c o n s i d e r  many f a c t o r s  

l i k e  c r e d i t  t e r m s ,  s e l e c t i o n  o f  c r e d i t  r i s k s  and ca s h  d i s c o u n t s .
25The b a s i c  l i q u i d i t y  g o a l s  i n  r e c e i v a b l e s  d e c i s i o n s  c o n c e n t r a t e  o n i  

( 1 )  p r o s p e c t  o f  c o l l e c t i n g  r e c e i v a b l e s  when th e y  become due and

( i i )  p r o s p e c t  o f  s h o r t e n i n g  f u t u r e  r e c e i v a b l e s  a t  m a t u r i t i e s .  In 

o t h e r  w o r d s ,  l i q u i d i t y  i n c r e a s e s  w i t h  th e  c e r t a i n t y  o f  c o l l e c t i n g  

th e  r e c e i v a b l e s  a t  a a t u r i t y  and l i q u i d i t y  d e c r e a s e s  w i t h  u n c e r t a i n t y  

o f  c o l l e c t i n g  th e  r e c e i v a b l e s  a t  m a t u r i t y .

The s o u n d n e s s  o f  c r e d i t  and c o l l e c t i o n  p o l i c i e s  d ep en d s  on th e  

a d e q u a cy  o r  o t h e r w i s e  o f  the  s i z e  o f  a c c o u n t s  r e c e i v a b l e ^  The f o l l o w *  

i n g  T a b l e s  ! i .21  e x h i b i t s  the r e s p o n s e s  o f  the  s a a p l e s  as  r e g a r d s  the  

m ethods  a p p l i e d  f o r  t e s t i n g  the  a d e q u a cy  o r  o t h e r w i s e  o f  th e  s i z e  o f  

a c c o u n t s  r e c e i v a b l e s  i n  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s !

170

KucHHAL, S . C . ,  FjaaniAal » .An ggft.cf.tt:
t u a l  A p p r o a c h . C h a i t a n y a  P u b l i s h i n g  H ouse ,  A l l a h a b a d ,  8 t h  E d . ,  
1 9 8 2 ,  p . 2 0 5 .
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R e s p o n s e s  o f  the  Samples r e g a r d i n g  the  M ethods  A p p l i e d  
f o r  T e s t i n g  the Adequacy  o f  A c c o u n t s  R e c e i v a b l e s

171

1  ̂ i C o r p o r a -  I E n t e r -  i  - T o t a l
i  i t i o n s  I p r i s e s  1
lU ethods  A p p l i e d  { I t
{ T e s t i n g  Adequacy o f  I i  I
lA c c o u n t s  R e c e i v a b l e s  ________________|_____________J ___________

A c c o u n t s  R e c e i v a b l e s  Tu rn over  16 14 30 ( 6 7 )

A verage  C o l l e c t i o n  P e r i o d  14 11 25 ( 5 5 )

No Response  -  7 7 ( 1 5 )

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

, ,  I _
' I The above  Tab le  shows t h a t  67 p e r c e n t  and 55 p e r c e n t  o f  t h e  

sam ples  r e p o r t e d  t h a t _ a c c o u n t s  r e c e i v a b l e s  t u r n o v e r  a n ^  a v e r a g e  

c o l l e c t i o n  p e r i o d  m ethods  « e r e  a p p l i e d  f o r  t e s t i n g  th e  a d e q u a cy  o r  

other i ikise  o f  the  a c c o u n t s  r e c e i v a b l e s  i n  th e  s e l e c t e d  n a t i o n a l i s e d  

e n t e r p r i s e s *  S in c e  t h e r e  » a s  no p o l i c y  t o  make s a l e s  on c r e d i t *

15 p e r c e n t  o f  the  s a m p le s  gave  no  r e p l y  to  t h i s  q u e r y .  Of th e  

m ethods  a p p l i e d  f o r  t e s t i n g  t h e  a d e q u a cy  o f  a c c o u n t s  r e c e i v a b l e s *  

a c c o u n t s  r e c e i v a b l e s  t u r n o v e r  was t r e a t e d  as a c c o u n t i n g  w h i l e  a v e 

ra g e  c o l l e c t i o n  p e r i o d  was t r e a t e d  as n o n - a c c o u n t i n g  m e t h o d .  But 

t h e  m ethods  a p p l i e d  f o r  t e s t i n g  the  a d e q u a cy  o r  o t h e r w i s e  o f  a c c o u n t s  

r e c e i v a b l e s  were b a s e d  m o s t l y  on a c c o u n t i n g  i n f o r m a t i o n  than non 

a c c o u n t i n g  i n f o r m a t i o n .

( 1 1 )  9f

The e f f e c t i v e n e s s  o f  c r e d i t  and c o l l e c t i o n  p o l i c i e s  i s  a l s o  

l a r g e l y  d e p e n d e n t  on the d e g r e e  o f  c o n t r o l  made by th e  top  manage

ment* F o r  t h i s  p u r p o s e *  c o m p l e t e  i n f o r n a t i o n  r e g a r d i n g  th e  p e r f o r -
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n a n ce  o f  e a c h  c o n t r o l  t e c h n i q u o  ecaployed  i n  t h i s  a r e a  o f  o p e r a t i o n

i s  a b s o l u t e l y  e s s e n t i a l *  To g e t  th e  d e s i r e d  i n f o r m a t i o n ,  the  manage*

ment i s  r e q u i r e d  t o  r e c e i v e  p e r i o d i c  r e p o r t s  from  t h e  i n d i v i d u a l s

who a c t u a l l y  p e r f o m  the  c r e d i t  and c o l l e c t i o n  f u n c t i o n s  w h ich  r e v e a l t

( a )  r e c e i v a b l e s  t u r n o v e r ^  ( b )  p e r c e n t a g e  o f  c o l l e c t i o n ,  ( c )  r a t i o  o f

bad d e b t s  t o  s a l e s  and ( d )  r a t i o  o f  d e l l q u e n t  a c c o u n t s  t o  s a l e s  and

an a n a l y s i s  o f  t h e s e  r e p o r t s  by top  management s e r v e s  as  a b a s i s  f o r
26the e v a l u a t i o n  o f  t h e  f i r m ' s  c r e d i t  and c o l l e c t i o n  p o l i c i e s *

However* i n  o r d e r  t o  c o n t r o l  a c c o u n t s  r e c e i v a b l e s  c e r t a i n  

m ethod s  are  a p p l i e d *  The f o l l o w i n g  T a b le  5 . 2 2  shows t h e  r e s p o n s e s  o f  

the  sam ples  as  r e g a r d s  th'e m ethods  a p p l i e d  f o r  c o n t r o l  o f  a c c o u n t s  

r e c e i v a b l e s  i n  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s t

172

R e s p o n s e s  o f  the Samples r e g a r d i n g  M ethods  A p p l i e d  f o r  
C o n t r o l  o f  A c c o u n t s  R e c e i v a b l e s

j ^ S a m p l e s
lU ethod s  Used f o  
IC o n t r o I  o f  a c c o u n t s

T------------1--------- r
i  C o r p o r a -  i  E n t e r -  |

I p r i s e s  I
T o t a l

R e c e i v a b l e s  T u rn o v e r 10 13 25 ( 5 5 )

P e r c e n t a g e  o f  C o l l e c t i o n  
( o r  C o l l e c t i o n  P e r i o d )

11 11 11 ( 4 9 )

R a t i o  o f  Bad D ebts  t o  S a l e s 5 3 8 ( 1 8 )

No Response 7 7 ( 1 5 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) «

26 V*ALKER, ERNEST to. and BAUGHN, fclLLlAM H . , F i n a n c i a l  P l a n n i n g  and 
r o l i c Y * H arper  and Row, New Y o r k ,  pp* 2 0 2 - 2 0 8 .
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T a b l*  5 * 2 2  shows some m e th o d s  u s e d  i n  o u r  n a t i o n a l i s e d  e n t e r p r i 

s e s  and t h e s e  i n  o r d e r  o f  m a g n i tu d e  w e r e t  r e c e i v a b l e s  t u r n o v e r  (^5  

p e r c e n t ) ,  p e r c e n t a g e  o f  c o l l e c t i o n  o r  c o l l e c t i o n  p e r i o d  (4 9  p e r c e n t )  

and r a t i o  o f  bad d e b t s  t o  s a l e s  (18  p e r c e n t ) *  I t  i s  t o  be m e n t i o n e d  

h e r e  t h a t  s i n c e  no c r e d i t  s a l e  was u s u a l l y  a l l o w a b l e  i n  n a t i o n a l i s e d  

e n t e r p r i s e s ,  some r e s p o n d e n t s  r e c o r d i n g  15 p e r c e n t  gave  no r e p l y  o r  

r e s p o n s e  t o  t h i s  q u e s t i o n *  Of th e  m e th o d s  a p p l i e d  f o r  c o n t r o l  o f  

a c c o u n t s  r e c e i v a b l e  r e c e i v a b l e s  t u r n o v e r  and r a t i o  o f  bad d e b t  to  

s a l e s  were t r e a t e d  as  a c c o u n t i n g  w h i l e  p e r c e n t a g e  o f  c o l l e c t i o n  was 

t r e a t e d  as n o n - a c c o u n t i n g  m ethod ,  •

5 . 3 ( c )  Cash D e c i s i o n  «nd C o n t r o l

Cash i s  a n o t h e r  i m p o r t a n t  e l e m e n t s  o f  c u r r e n t  a s s e t s *  B ecau se  o f
1 ' = I ' . 1

i t s  l i q u i d i t y ,  i t  a l s o  p l a y s  a d om inant  r o l e  i n  the  o p e r a t i n g  p e r i o d

o f  an e n t e r p r i s e .  One o f  the i m p o r t a n t  f u n c t i o n s  o f  f i n a n c i a l  manage-^

ment i s  t o  manage c a s h  p r o p e r l y *  B e ca u se  i n s u f f i c i e n t  c a s h  i s  harm*

f u l  t o  the g o o d  o p e r a t i n g  h e a l t h  o f  the  e n t e r p r i s e  and a l i b e r a l  n a l n -
27

t e n a n c e  o f  cash may i n s p i r e  a s e n s e  o f  s e c u r i t y *  I t  i s  p o s s i b l e  f o r

an e n t e r p r i s e  t o  go  b a n k r u p t  e ve n  i f  i t  i s  d o i n g  w e l l  s i n c e  a r a p i d

i n c r e a s e  i n  s a l e s  w ou ld  i n v o l v e  heavy  e x p e n d i t u r e  on s t o c k s  and th e

e x t e n s i o n  o f  c r e d i  t  th e r e b y  w ou ld  a f f e c t  the  ca s h  r e s e r v e s .  On th e

o t h e r  hand,  i f  i d l e  ca s h  r e s e r v e s  a r e  b u i l t  u p ,  i t  i n d i c a t e s  t h a t

I n v e s t m e n t  o p p o r t u n i t i e s  are  b e i n g  m i s s e d  and t h e  b u s i n e s s  may be
28s t a g n a t i n g .  Then s i n c e  c a s h - i n > h a n d  i s  a n o n - r e c u r r i n g  a s s e t s ,  the

173

^  s h a r u a ,  B . S . ,  Pvibi.4,fi.,ggttQr*^
Management A p p r o a c h .  V ik a s  P u b l i s h i n g  House P r i v a t e  L i m i t e d ,  
D e l h i ,  1974 ,  p * 3 5 .

V.ILSON, R . U . S . ,  Flaâ >c4 al ,.9.Q.nlfftla.,r,-6. ■ Aag.rs.flcbj 
Meg raw-Hi I I  Book Company ( U . K . )  L t d . ,  E n g lan d ,  p * 7 3 .
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l i b e r a l  m a in te n a n e o  o f  ca s h  i s  t o  be g u a r d e d  a g a i n s t  s o  t h a t  i t  

c a n n o t  90  b «y o n d  some optimum l e v e l .

As r e g a r d s  optimum l e v e l  o f  c a s h  t o  be  m a i n t a l n o d  by an e n t e r 

p r i s e  i t  i s  n o t  e a s y  t o  l a y  down any r i g i d  f o r m u l a  b e c a u s e  t h e r e  

a r e  many f a c t o r s  which  i n f l u e n c e  th e  optimum l e v e l  and no s t a n d a r d  

can be s e t  f o r  the  p u r p o s e *  Of c o u r s e *  e x p e r i e n c e  shows t h a t  sound 

e n t e r p r i s e s  a lw a ys  have  ca s h  s u f f i c i e n t  t o  c o v e r  a l l  c u r r e n t  i n d e b t e d *

n e s s *  P a s t  t r e n d s  and a c h i e v e m e n t s ,  i n d u s t r y  a v e r a g e s  and i n t e r - f i m
29c o m p a r i s o n s  can p r o v i d e  some u s e f u l  i n d i c a t i o n s  i n  t h i s  r e s p e c t .

One a u t h o r  o p i n e s  t h a t  management s h o u l d  p r o j e c t  the  f u t u r e  ca s h  

r e c e i p t s  and cash  paym ents  o f  t h e  e n t e r p r i s e  w i t h  v a r i o u s  c a s h  

b a l a n c e s *  s u b t r a c t  the  paym ents  from the  r e c e i p t s  t o  c a l c u l a t e  n e t  

ca s h  f l o w s t  and then s e l e c t  t h a t  cash  b a l a n c e  w h ich  n a x i n i z e s  the  

p r e s e n t  v a l u e  o f  the  n e t  cash" f l o w s l ^ “

V a r i o u s  b a s e s  o r  f a c t o r s  a r e  ta k e n  i n t o  a c c o u n t  f o r  d e c i d i n g  

ca s h  r e q u i r e m e n t s .  The f o l l o w i n g  T a b le  5*23  e x h i b i t s  the  r e s p o n s e s  

o f  th e  s a n p l e s  r e g a r d i n g  the  v a r i o u s  b a s e s  o r  f a c t o r s  w h ich  w ere  

taken  i n t o  c o n s i d e r a t i o n  w h i l e  d e c i d i n g  cash  r e q u i r e m e n t s  i n  th e  

s e l e c t e d  n a t i o n a l i z e d  i n d u s t r i e s !

174

^  GUTHMaNN, H.G. and DOUGALL H . E . ,  C o r p o r a t e  F i n a n c i a l  P o l i c i e s .
o p .  c i t . ,  p . 8 5 *

BOUDEN HORN, Dll 
F i n a n c e .  V o l .  XIX, N o .  1 ,  March 1964 ,  p . 18,

^  BOUDEN HOllN, DIHAN, "A Cash Flow C o n c e p t  o f  P r o f i t " ,  J o u r n a l  o f
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l Aki f t  ■

R e s p o n s e s  o f  the  Samples r e g a r d i n g  th e  B ases  o r  
C o n s i d e r e d  i n  D e c i d i n g  Cash RequlreraentSr

F a c t o r s

Samples T-------- r
1 Corpora4 Enter- 
i t ion s  i p r i se s

P a s t  E x p e r i e n c e  Based on H i s t o 
r i c a l  i n f o r m a t i o n 10 20 30 ( 6 7 )

P r e p a r a t i o n  o f  Cash F o r e c a s t s 12 17 29 ( 6 4 )

Use o f  B a la n c e  S h e e t  Data 10 18 28 ( 6 2 )

N ature  o f  B u s i n e s s  a r t t e r p r i s e 13 13 26 ( 5 3 )

N a tu re  o f  I n v e n t o r y  -
I) r

16 2 4 - ( 5 3 )   ̂ ,

C r e ^ t  P o l i c y  o f  the E n t e ^ r i s e 8 9 17 ( 3 8 )

S e a s o n a l  R e q u ire m e n ts 9 6 15 ( 3 3 )

-Volu iae o f  S a l e s  i n  R e l a t i o n  t o  
F i x e d  A s s e t s B 6 14 ( 3 1 )

S t a t u s  o f  E n t e r p r i s e ' s  R e c e i v a b l e s 6 3 9 ( 2 0 )

P r o c e d u r e  o f  Payment o f  C u r r e n t  
U  a b i l i t i e s 2 6 8 ( 1 8 )

C o l l e c t i o n  o f  Cash Network System 2 5 7 ( 1 5 )

S t faexs i  hage Payment Systean 2 4 6 ( 1 3 )

S a l e s  P o l i c y 3 2 5 ( 1 1 )

P u r c h a s e  P o l i c y 2 2 4 (  9 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f t o t a l  number o f  s a m p l e s ) .

I t  i s  e v i d e n t  from th e  above  T a b le  t h a t  V a r i o u s  b a s e s  o r  f a c *  

t o r s  c o n s i d e r e d  f o r  the p u r p o s e  were  shown i n  o r d e r  o f  i m p o r t a n c e .  

Of the f a c t o r s  c o n s i d e r e d  i n  d e c i d i n g  c a s h  rec;(uirements*  p a s t  

e x p e r i e n c e  ba s e d  on h i s t o r i c a l  i n f o r m a t i o n *  u se  o f  b a l a n c e  s h e e t
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data ,  and v o lu n n  o f  s a l e s  i n  r e l a t i o n  t o  f i x e d  a s s e t s  were  t r e a t e d  

as  a c c o u n t i n g  f a c t o r s  w h i l e  the  r e m a in in g  f a c t o r s  w ere  t r e a t e d  as 

n o n * a c c o u n t i n g  o n e s *  Xt i s  thus  o b s e r v e d  t h a t  f a c t o r s  c o n s i d e r e d  

i n  d e c i d i n g  the ca s h  r e q u i r e m e n t s  c o v e r e d  b o th  the  a c c o u n t i n g  and 

n o n * a c e o u n t i n g  i n f o r m a t i o n t  o f  then n o n « a c c o u n t i n g  i n f o r m a t i o n  o r  

f a c t o r s  w ere  g i v e n  more i m p o r t a n c e  than the  a c c o u n t i n g  o n e s *

176

Based on T a b le  5 * 2 3 ,  the  r e s p o n s e s  o f  th e  s a m p le s  as  r e g a r d s  

th e  e x t e n t  o f  a c c o u n t i n g  and n o n « a c c o u n t i n g  f a c t o r s  c o n s i d e r e d  f o r  

d e c i d i n g  cash  r e q u i r e m e n t s  i n  the  s e l e c t e d  i n d u s t r i e s  a r e  a l s o  shown 

i n  the  f o l l o w i n g  T a b le  5 . 2 4 .

i ~
TAb;.&.n...S..3.4

R e s p o n s e s  o f  the  Samples r e g a r d i n g  the  E x t e n t  o f  A c c o u n t i n g  
and N o n - A c c o u n t i n g  B ases  o r  F a c t o r s  f o r  D e c i d i n g  Cash

Requi remen t s

l ^ F a e t o r s  f o r  Cash r ................ I { "I
qui remen t s ( A c c o u n - 1 Non- 1 T o t a l i  L e v e l  o f  i

1 ^ - j j e c i s i o n 1 t i n g i a c c o u n - i I S i g n i f i c a n c e  1
I 1 i t i n g I
|Level5 1 I 1 \ i
l o f  Use _ \ d .................. I J .................. A ________ _________

C o r p o r a t i o n s  

Ente rp r i  s e s

28 ( 2 9 )  67 ( 7 1 )  9S ( lO O )  C h i - S q u a r e
-  0 . 6 6 3

44  ( 3 5 )  83  ( 6 5 )  12 ( lO O )  N ot  S i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  t 7 2  ( 3 2 )  150 ( 6 8 )  222  ( lO O )

( F i g u r e s  i n  b r a c k e t s  are  column -  p e r c e n t a g e s ) .
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I t  l 3  c l e a r  from the  ab o v e  T a b le  t h a t  68 p e r c e n t  and 32 p e r c e n t  

o f  the  s a m p le s  v i e w e d  the  f a c t o r s  c o n s i d e r e d  f o r  d e c i d i n g  caah r e q u i r e *  

o e n ts  a s  r e l a t e d  t o  n o n * a c c o u n t l n g  and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c 

t i v e l y .  Of the  s a n p l e s  a t  c o r p o r a t i o n  l e v e l ,  71 p e r c e n t  and 29 p e r  

c e n t  v i e w e d  the same f a c t o r s  a s  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n 

t i n g  i n f o r m a t i o n  w h i l e  o f  the  e n t e r p r i s e  h e a d s ,  65  p e r c e n t  and 35 p e r  

c e n t  v i e w e d  the same f a c t o r s  a s  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n 

t i n g  i n f o r m a t i o n  r e s p e c t i v e l y .  Then on th e  o t h e r  hand,  o f  the  s a m p le s  

who v i e w e d  the f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g ,  55  p e r c e n t  and

45  p e r c e n t  b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  h e a d s  and c o r p o r a 

t i o n s *  s a m p le s  r e s p e c t i v e l y  w h i l e  o f  the  sample  tnho v i e w e d  th e  f a c t o r s  

as  r e l a t e d  t o  n o n - a c c o u n t i n g  61 p e r c e n t  and 39 p e r c e n t  b e l o n g e d  to  

the  c a t e g o r i e s  o f  the  e n t e r p r i s e  h e ad s  and c o r p o r a t i o n s * ,  s a m p le s  '
’ ' I " .

r e s p e c t i v e l y .

I t  i s  thus  e v i d e n t  from the  o p i n i o n  o f  t h e  r e s p o n d e n t s  t h a t  

t h e r e  had been h ig h  use  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  as b a s e s  i n  

d e c i d i n g  the  ca s h  r e q u i r e m e n t s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  

l e v e l s .  M o r e o v e r ,  t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  i n  the  

e x t e n t  o f  use  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  as b a s e s  f o r  t h e  sai&e 

p u r p o s e  and the l e v e U  o f  such^^fnot  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That 

i s ,  t h e  o p i n i o n  v a r i a t i o n  as r e g a r d s  the  e x t e n t  o f  use  o f  n o n 

a c c o u n t i n g  and a c c o u n t i n g  i n f o r f l i a t i o n  as b a s e s  i n  d e c i d i n g  t h e  ca s h  

r e q u i r e m e n t s  Mas i n d e p e n d e n t  o f  the  v a r i a t i o n s  i n  th e  l e v e l s o f  such  

u se  and t h u s ,  r e s u l t i n g  i n  s h o r t a g e  o f  r e q u i r e d  amount c a s h  a f f e c t i n g  

the f i n a n c i a l  p e r f o r m a n c e s  o f  the  i d e n t i f i e d  i n d u s t r i e s .

177
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Cash r e q u i r e m e n t s  d e c i s i o n  i s  done t h r o u g h  d i f f e r e n t  t e c h n i 

ques  «rhich are  a p p l i e d  t o  d e c i d e  f o r  and c o n t r o l  the  u s e  o f  such  

c a s h *  These  t e c h n i q u e s  d i s c l o s e  the  f i n a n c i a l  c o n d i t i o n  o f  the  

e n t e r p r i s e  by d e v e l o p i n g  a p r o j e c t  c a s h  s t a t e m e n t s  from a f o r e c a s t  

o f  e x p e c t e d  cash  i n f l o w s  and o u t f l o w s  f o r  a g i v e n  p e r i o d *  The f o r e 

c a s t s  may be b a s e d  on t h e  p r e s e n t  o p e r a t i o n s *  h i s t o r i c a l  a c c o u n t i n g  

I n f o r f o a t i o n  o f  f i n a n c i a l  s t a t e m e n t s ,  and the  a n t i c i p a t e d  f u t u r e  

o p e r a t i o n s *  Cash b u d g e t  i s  one  such  s i g n i f i c a n t  d e v i c e  t o  d e c i d e  

f o r  end c o n t r o l  the ca s h  r e c e i p t s  and paym ents*  A c a s h  b u d g e t  i s  

• summary s t a t e m e n t  o f  the  e n t e r p r i s e ' s  e x p e c t e d  cash  i n f l o M S  and 

o u t f l o w s  o v e r  a p r o j e c t  p e r i o d .  These  i n f o r n t a t i o n  h e l p  t h e  f i n a n -

~ c i a l  a a n a g e r  t o  d e t e r m i n e  the  f u t u r e  c a s h ^ r e q u i r e r a e n t s  o f  the  e n t e r *
, I ' 'I -  ' 1 ;  ,, ' / , ................

p r i s t t  t o  d e c i d e  f o r  the  f i n a n c i n g  o f  t h a s e  r e q u i r e m e n t s  and e x e r -  ^

c i s e  c o n t r o l  o v e r  c a s h  and l i q u i d i t y  o f  the  e n t e r p r i  s e*^^

In  o r d e r  t o  a s s e s s  the u s e f u l n e s s  o f  ca s h  b u d g e t i n g  sys tem  In 

the  n a t i o n a l i s e d  i n d u s t r i e s *  o r i g i n a l  and r e v i s e d  cash  b u d g e t  

e s t i m a t e s  and a c t u a l  c a s h  and bank b a l a n c e  a t  the end  o f  t h e  

s e l e c t e d  f i n a n c i a l  y e a r s  has  been p r e s e n t e d  i n  t h e  T a b le  5*25  

g i v e n  b e l o w i

t78

(1)

VANHORNE, JAMES, ^1. *ianAqftqgnJL_and
op* c i t * «  p . 665*
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Xt I s  e v i d e n t  from T a b le  5 . 2 5  t h a t  a c t u a l  c a s h  and b^nk b a l a n c e  

a t  the en d  o f  e a c h  s e l e c t e d  y e a r s  was l o w e r  than the  b u d g e t e d  ( b o t h  

o r i g i n a l  and r e v i s e d )  f i g u r e s  i n  a l l  the  i n d u s t r i e s  e x c e p t  S t e e l  and 

E n g i n e e r i n g  I n d u s t r y .  The v a r i a n c e  betw een  a c t u a l  ca s h  and bank 

b a l a n c e  w i t h  o r i g i n a l  b u d g e t  e s t i m a t e  and t h a t  o f  be tw een  c a s h  and 

bank w i t h  r e v i s e d  b u d g e t  e s t i m a t e  on an a v e r a g e ,  was 3 5* 3 3  p e r c e n t  

and 18*87 p e r c e n t  r e s p e c t i v e l y  i n  J u t e  I n d u s t r y ,  31*6 5  p e r c e n t  and 

21*4 9  p e r c e n t  r e s p e c t i v e l y  i n  C o t t o n  T e x t i l e  I n d u s t r y ,  5 8 * 2 2  p e r c e n t  

and 67*20  p e r c e n t  r e s p e c t i v e l y  i n  Sug^r and Food I n d u s t r y ,  8 7 . 2 3  p e r  

c e n t  and 86*6 0  p e r c e n t  r e s p e c t i v e l y  i n  C h e m ica l  and F e r t i l i z e r  

I n d u s t r y *  ^ t  i s  a l s o  o b s e r v e d  t h a t  the a c t u a l  amount o f  c a s h  and 

bank b a l a n c e  o f  S t e e l  and E n g i n e e r i n g  I n d u s t r y  was h i g h e r  than the  

o r i g i n a l  and the  r e v i s e d  b u d g e t  e s t i m a t e s  by Tk. 22 m i l l i o n  and 

Tk. 30 m i l l i o n  r e c o r d i n g  2 1 . 7 8  p e r c e n t  and 3 2 . 2 5  p e r c e n t  r e s p e c t i v e l y ,  

The i d e n t i f i e d  v a r i a n c e s  i n  c a s h  b u d g e t s  i n d i c a t e  i n e f f e c t i v e  cash  

b u d g e t i n g  i n  th e  s e l e c t e d  i n d u s t r i e s .

j  'I
The above  s t a t e  o f  a f f a i r s  i n  a l l  the  i n d u s t r i e s  e x c e p t  S t e e l  

and E n g i n e e r i n g  I n d u s t r y  i n d i c a t e  t h a t  the  ca s h  r e c e i p t s  were much 

l o w e r  than th e  b u d g e te d  f i g u r e s  and the c a s h  d i s b u r s e m e n t s  w ere  much 

h i g h e r  than t h e  b u d g e t e d  f i g u r e s *  M o r e o v e r ,  t h e  o t h e r  p o s s i b l e  

r e a s o n s  f o r  abov e  a d v e r s e  p o s i t i o n  were  p o o r  c o l l e c t i o n  p o l i c y  and 

l i b e r a l  c r e d i t  s a l e s  p o l i c y .  The u l t i m a t e  r e s u l t  was unsound  ca s h  

r e c e i p t  and c a s h  d i s b u r s e m e n t  p o l i c i e s  l e a d i n g  t o  u n r e a l i s t i c  c a s h  

b u d g e t i n g  i n  the  m a j o r  s e l e c t e d  i n d u s t r i e s .

1B0
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U i )

The c o n t r o l  o f  cash  i n  an e n t e r p r i s e  i s  i m p e r a t i v e  s i n e *  t h e r e  

i s  a Bioxal* l e g a l  and e c o n o m i c  o b l i g a t i o n  on t h e  p a i ' t  o f  management 

t o  m eet  i t s  commitments*  I t  i s  p o s s i b l e  o n l y  when o p e r a t i n g  f u n c t i o n :  

move a c c o r d i n g  t o  d e c i s i o n s  made and t h i s  i s  r e f l e c t e d  i n  t h e  i n f l o w  

and th e  o u t f l o w  o f  c a s h .  Cash c o n t r o l  i s  e s s e n t i a l  t o  m eet  the  wor> 

k i n g  c a p i t a l  r e q u i r e m e n t s  s m o o t h l y • F o r  t h i s  p u r p o s e  c e r t a i n  m e th o d s  

a re  u s u a l l y  a p p l i e d *  The f o l l o w i n g  T a b le  5 . 2 6  e x h i b i t s  t h e  r e s p o n s e s  

o f  the  sam ples  as  r e g a r d s  the  v a r i o u s  m e th o d s  u s e d  f o r  ca,sh c o n t r o l  

and e v a l u a t i o n  i n  the s e l e c t e d  n a t i o n a l i z e d  i n d u s t r i e s *

l a H y  .r

R e s p o n s e s  o f  the  Samples r e g a r d i n g  th e  M ethods  
A p p l i e d  f o r  Cash C o n t r o l

Methods  A p p l i e d  
f o r  Cash C o n t r o l

Cash Budget

m

15 23 38 ( 8 4 )

Cash Flow S ta te m e n t 13 16 29 ( 6 4 )

F i n a n c i a l  R e p o r t s 8 17 25 ( 5 5 )

R a t i o  C h ar ts 9 7 16 ( 3 5 )

Bank i t e c o n c i l i a t i o n  S ta te m e n ts 3 7 10 ( 2 2 )

Break-Even  P o i n t s / C h a r t s 4 4 8 ( 1 8 )

O t h e r s !  T im ely  D e o o s i t  o f  Cash i n  1 
Bank, P h y s i c a l  V e r f i f i c a -  
t i o n  o f  Cash B a la n c e  w i t h  
Cash Book ,  C a s t  R e c e i p t s  
and Payments  t o  be V e r i f i e d ,  
M a i n t a i n i n g  Optimum Cash B a la n c e ^  etc-

5 6 ( 1 3 )

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .
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The abovft Tab le  shoi«s the  m e th o d s  u se d  f o r  the  same p u r p o s e  I n  

the  s e l e c t e d  n a t i o n a l i s e d  e n t e r p r i s e s  i n  o r d e r  « f  I c a p o r t a n c e *  Xt I s  

o v l d e n t  t h a t  among the  m e t h o d s ,  ca s h  b u d g e t  and c a s h  f l o w  s t a t e m e n t  

were w i d e l y  p r a c t i s e d *  H oweverf  a l l  th e  m e th o d s  u s e d  f o r  the  ca s h  

c o n t r o l  were b a s e d  on a c c o u n t i n g  i n f o r ^ n a t l o n .

4 f lo rk in^  c a p i t a l  F l n a n c i r i f ;  D e c i s i o n  
There  a r e  v a r i o u s  s o u r c e s  o f  f i n a n c i n g  t o  m eet  w o r k in g  c a p i t a l

r e c ^ i r e m ^ t s  i n  an e n t e r p r i s e .  The f o l l o w i n g  T a b le  5*27 e x h i b i t s  the

r e s p o n s e s  o f  th e  s a m p le s  a «  r e g a r d s  the  v a r i o u s  s o u r c e s  o f  f i n a n c e

u s e d  t o  m eet  th e  w o rk in g  c a p i t a l  r e q u i r e m e n t s  i n  the  n a t i o n a l i s e d

i n d u s t r i e s  u n d e r  s tu d y *

T a b le  -  5 . 2 7

IBS

R e s p o n s e s  o f  the  Samples r e g a r d i n g  S o u r c e s  o f  
F i n a n c i n g  t l o rk in g  C a p i t a l

T ----------------------
I T o t a l
I
i

I Sa^iples
I S o u r c e s  o f  F i n a n ^
I ii>orking C a p i t a l

C o r p o r a -
t l  o n s

E n t e r -  
p r i s e s

Bank S h o r t - t e r m  B o r r o w in g s 17 20 37 ( 8 2 )

Eank Lontj-Tersi B o r r o w in g s 8 11 19 ( 4 2 )

Trade Du&s and &jndry C r e d i t o i e 9 8 17 ( 3 8 )

a q u i t y 2 12 14 ( 3 1 )

Iiion-Bank S h o r t* te rm  B o r r o w in g s 2 7 9 ( 2 0 )

d e t a i n e d  H orn ings 3 5 8 ( I B )

( f i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s « B p l e s ) .
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Th er«  w « r «  v a r i o u s  s o u r c e s  o f  f i n a n c i n g  the  w o rk in g  c a p i t a l  o f  

the  s e l e c t e d  n a t i o n a l i s e d  e n t e r p r i s e s  and as  e v i d e n t  from T a b le  5*27 

the  s o u r c e s  i n  o r d e r  o f  i m p o r t a n c e  w e r e i  bank s h o r t - t e r o  b o r r o w i n g s  

( 8 2  p e r c e n t } ^  l o n g - t e r m  b o r r o w i n g s  (4 2  p e r c e n t ) t  t r a d e  dues  and sundry  

c r e d i t o r s  (38  p e r c e n t ) i  e q u i t y  (31  p e r c e n t ) » non*bank s h o r t » t e r a  

b o r r o w i n g s  (20  p e r c e n t )  and r e t a i n e d  e a r n i n g s  (18  p e r c e n t ) .  Of the  

v a r i o u s  s o u r c e s  o f  f i n a n c e ,  bank s h o r t - t e r m  b o r r o w i n g s  and l c h g « t e r o  

b o r r o w i n g s  had been termed  as  i n s t i t u t i o n a l  w h i l e  r e m a i n i n g  s o u r c e s  

v i z » »  t r a d e  dues  and sundry c r e d i t o r ,  e q u i t y ,  n on -ban k  s h o r t - t e r m  

b o r r o w i n g s  and r e t a i n e d  e a r n i n g s  had been te rm ed  as n o n - i n s t i t u t i o n a l  

s o u r c e s *  I t  i s  thus  e v i d e n t  t h a t  t h e r e  was h ig h  use  o f  b o t h ,  i n s t i 

t u t i o n a l  and n o n - i n s t i t u t i o n a l  f i n a n c e .

V a r i o u s  b a s e s  o r  f a c t o r s  h o w e v e r ,  w ere  c o n s i d e r e d  i m p o r t a n t  i n  

w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n s  o f  t h e  s e l e c t e d  n a t i o n a l i z e d  

i n d u s t r i e s .  The f o l l o w i n g  T a b le  5 . 2 8  e x h i b i t s  th e  r e s p o n s e s  ( o r  

f a c t o r s )  c o n s i d e r e d  i n  d e c i d i n g  w o rk in g  c a p i t a l  f i n a n c e .

! ,
T iH f  -

R e s p o n s e s  o f  the  Samples r e g a r d i n g  the  B ases  o r  F a c t o r s  
C o n s i d e r e d  i n  l/^orking C a p i t a l  F i n a n c i n g  D e c i s i o n

T 
I

103

 r
C o r p o r a -  I 
t i o n s  i

________ L

1
I
I
I
J

B ases  o f  
i  C a p i t a l  F i n a n c i n g  
1 D e c i s i o n

E n ter 
p r i s e s

T o t a l

Li qui di t y 16 17 33 ( 7 3 )
E x i s t i n g  D e b t - E q u i t y  R a t i o 14 18 32 ( 7 1 )

P r o f i t a b i l i t y 15 16 31 ( 6 9 )

A c t u a l  P r o f i t  Earned 14 15 29 ( 6 4 )

R e s e r v e  P o s i t i o n 13 13 26 ( 5 8 )

Growth o r  S a l e s 12 12 24 ( 5 3 )

Management E f f i c i e n c y 13 10 23 ( 5 1 )

S e c u r i t y  o f  C a p i t a l 12 10 22 ( 4 9 )

T o t a l  N e t  faorth 10 10 20 ( 4 4 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s )
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I t  i s  e v i d e n t  from the  abov e  t a b l e  t h a t  t h e r e  were  v a r i o u s  

f a c t o r s / b a s e s  taken  i n t o  a c c o u n t  f o r  the same p u r p o s e  w h ich  were 

shown In o r d e r  o f  I c a p c r t a n c e ,  Among the  i d e n t i f i e d  f a c t o r s ,  l i q u i d i t y ,  

p r o f i t a b i l i t y ,  e x i s t i n g  d e b t  e q u i t y ,  r a t i o ,  r e s e r v e  p o s i t i o n ,  a c t u a l  

p r o f i t  e a r n e d  and t o t a l  n e t w o r t h  were term ed  as  a c c o u n t i n g  f a c t o r s  

w h i l e  g row th  ( s a l e s ) ,  management e f f i c i e n c y  and s e c u r i t y  o f  c a p i t a l  

were  term ed  a s  n o n » a c c o u n t i n g  f a c t o r s *  Thus,  b o th  a c c o u n t i n g  and 

n on -> accou n t in g  f a c t o r s  w ere  c o n s i d e r e d  f o r  d e c i d i n g  w o rk in g  c a p i t a l  

f i n a n c i n g  s o u r c e ,  among w h ich  a c c o u n t i n g  f a c t o r s  o u t w e i g h e d  the  non 

a c c o u n t i n g  f a c t o r s .

Based  on T a b le  5 * 2 8 ,  the  r e s p o n s e s  o f  t h e  s a m p le s  as  r e g a r d s  

t h e  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  b a s e s  o r  f a c t o r s  i n  d e c i 

d i n g  w o rk in g  c a p i t a l  f i n a n c e  i n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  

a re  shown i n  the  f o l l o w i n g  T a b le  5 » 2 9 «  ^

184

R esp on ses  o f  the Samples r e g a r d i n g  the  E x t e n t  of,| A cco u n 
t i n g  and N o n - A c c o u n t i n g  Bases  o r  F a c t o r s  i n  D e c i d i n g  

iAorking C a p i t a l  F in a n c e

i B ases  o r  F a c t o r s  i n  
D e c i d i n g  f o r k i n g  

> i t a l  F in a n c e

T

L e v e l s

I Non-  
i  accoun* 
I t i n g

J __________

 1-----------------------------------
T o t a l  1 L e v e l  o f

I S i g n i f i c a n c e

i
 !_________________ _

C o r p o r a t i o n s  

E n te r p r i  s e s

82 ( 6 9  ) 37 ( 31 )  119 ( iO O )  C h i - S q u a r e
»  0 . 6 3 4

89 ( 7 4 )  32 ( 2 6 )  121 ( 1 0 0 )  N ot  s i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  • 171 ( 7 2 )  69 ( 2 8 )  240 ( lOO)

( F i g u r e s  i n  b r a c k e t s  are  c o l u m n - p e r c e n t a Q e s ) .
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F r c a  t h «  abov *  Table  i t  1$  c l e a r  t h a t  71 p e r c e n t  o f  the  s a m p le s  

p e r c e i v e d  t h e  f a c t o r s  c o n s i d e r e d  f o r  w o rk in g  c a p i t a l  f i n a n c i n g  as  

r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n  tmhile r e m a in in g  29 p e r c e n t  o f  th e  

s a m p le s  p e r c e i v e d  the  f a c t o r s  a s  r e l a t e d  t o  n o n * a c c o u n t i n g  i n f o r m a *  

t i o n .  Of th e  s a m p le s  a t  c o r p o r a t i o n  l e v e l ,  69  p e r c e n t  and 31 p e r c e n t  

p e r c e i v e d  the  f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  

I n f o r m a t i o n  r e s p e c t i v e l y  w h i l e  o f  the  e n t e r p r i s e  heads^74  p e r c e n t  and

26 p e r c e n t  p e r c e i v e d  t h e  f a c t o r s  as r e l a t e d  t o  a c c o u n t i n g  and n o n 

a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y .  Then o f  the sa m p le s  who v i e w e d  

th e  f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g ,  b2 p e r c e n t  and 48 p e r c e n t  

b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and c o r p o r a t i o n s *  

s a m p le s  tuhile  o f  the s a m p le s  who v i e w e d  t h e  same f a c t o r s  as  r e l a t e d  

t o  n o n » a c c o u n t i n g ,  54 p e r c e n t  and 46 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o *  

r i e s  o f  c o r p o r a t i o n s *  s a m p le s  and e n t e r p r i s e  heads*

I t  i s  thus  e v i d e n t  from the  o p in io n _ ^ o f  the  r e s p o n d e n t s  t h a t   ̂

t h e r e  was t rem endous  use  o f  a c c o u n t i n g  i n f o r m a t i o n  o r  f a c t o r s  in  

d e c i d i n g  w o rk in g  c a p i t a l  f i n a n c i n g  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  

l e v e l s *  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  the  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  o r  f a c t o r s  and the  l e v e l s  o f  use  

( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That  i s  o p i n i o n  v a r i a t i o n s  as  r e g a r d s  

th e  e x t e n t  p f  use  o f  a c c o u n t i n g  and n o n - a c c o u n  t i n g  i n f o r m a t i o n  o r  

f a c t o r s  I n  d e c i d i n g  w o rk in g  c a p i t a l  f i n a n c e  was i n d e p e n d e n t  o f  the  

v a r i a t i o n s  i n  the  l e v e l s  o f  use  and thus  r e s u l t i n g  i n  e x c e s s i v e  s h o r t  

t e r n  i n s t i t u t i o n a l  f i n a n c e  f o r  m e e t i n g  w o rk in g  c a p i t a l  r e q u i r e m e n t s  

u l t i m a t e l y  a f f e c t i n g  the  f i n a n c i a l  p e r f o r m a n c e s  o f  the  i n d u s t r i e s  

u n d e r  s tu d y *
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Dhaka University Institutional Repository



166

5 * 5  E v a l u a U o f l  and C o n t r o l  o f  t tork lng  C a p i t a l

The p r e s o n t  s c c t l o n  d e a l s  w i t h  the  • v a l u a t i o n  and c o n t r o l  o f  

w o rk in g  C a p i t a l  w h ich  i s  I n e v i t a b l *  f o r  e f f i c i e n t  and e f f e c t i v e  

o p e r a t i v n s  o f  b u s i n e s s  a c t i v i t i e s  o f  the  i n d u s t r i e s ,  R o d u c t i o n  o f  

laorking c a p i t a l  r e q u i r e m e n t s  w ou ld  l e a d  t o  the c o n t r o l  o f  e x p e n s e s  

t o  be i n c u r r e d  f o r  p u r c h a s i n g  raw m a t e r i a l s t  s t o r e s  and s p a r e s ,  

n e e t i n g  o p e r a t i o n a l  e x p e n s e s  and p a y i n g  d i v i d e n d s ,  and o t h e r  dues  

and t h i s  i n v e r s e l y  l e a d s  t o  the  c o n t r o l  and e v a l u a t i o n  o f  w o rk in g  

c a p i t a l *  The p r o b le m  o f  w o rk in g  c a p i t a l  c o n t r o l  w ou ld  be n i n i n i s e d  

t o  a g r e a t  e x t e n t  i f  e n t e r p r i s e  can c o r r e c t l y  and p r o p e r l y  p l a n  

i t s  r e < ^ i r e n e n t s ,  s t r u c t u r a l  cof f lponents and s o u r c e s  o f  f i n a n c i n g  o f  

such  woric lng c a p i t a l *  ^he d i r e c t  appi^oach t o  w o rk in g  c a p i t a l  c o n t r o l  

i s  t o  d e v e l o p  a sound p o l i c y  f o r  e a c h  o f  t h e  abov e  i s s u e s .  I t  has

been o b s e r v e d  i f r o n  the a n a l y s i s  o f  the  w o r k in g  c a p i t a l  r e cu i re ro e n ts " ,
; ‘ 1 '
s t r u c t u r a l  com pon ents  and f i n a n c i n g  o f  w o r k in g  c a p i t a l  i n  the  p r e 

v i o u s  s e c t i o n s  t h a t  the  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  u nd er  

s t u d y  c o u l d  n o t  m a i n t a i n  ad e q u a te  amount o f  w o rk in g  c a p i t a l ,  e n j o y  

sound  and e f f e c t i v e  in v e n t o r y ^  a c c o u n t s  r e c e i v a b l e s  and c a s h  p o l i c i e s ,  

and p r o c u r e  n o n - i n s t l t u t i o n a l  f i n a n c e  due t o  v a r i o u s  r e a s o n s  as n o t e d  

i n  the  r e s p e c t i v e  s e c t i o n s .

In o r d e r  t o  e v a l u a t e  the e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  t h e  d e c i 

s i o n s  r e g a r d i n g  w o rk in g  c a p i t a l *  the f o l l o w i n g  T a b le  5 . 3 0  show ing  

th e  c o m p a r a t iv e  f i g u r e s  o f  the  b u d g e t e d  C o r i g i n a l  and r e v i s e d )  and 

t h e  a c t u a l  g r o s s  w o rk in g  c a p i t a l  ha<i been  p r e s e n t e d *
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E v « l u j t l o n  o f  3 u d g * t « d  ( O r g i n a l  and R « v l i « d )  «nd A c t u a l  M ork ln g  C j p l t d  In  thm S « l « c t * d  I n d u s
245 E n t « r p r l t « f  f o r  th*  P e r i o d ,  1 9 7 5 -7 6  to  1 9 7 9 -8 0

T . b l «  > ^ . 3 0

S « t * c t « d 1
I J u ta C o t t o n  T a x t l l * Sugar and Food S t a a l and £ n g in

1 1 B u d g « t « d B u d g a ta d B udgatad B u d g a ta d
i Y * a n  
1 ^ __^|Orlgln«l  1jn a v l  t a d

A c t u a l
O r i g i n a l j R a v l l a d

Ac t u a l
O r i g i n a l Ravi **d

A c t u a l
1 O r i g i n a l {n a v l a a d

1 9 7 5 -7 6 3336 3121 2233 160 3 1646 1537 1657 1655 98 2 I 4 8 6 1560

1 9 7 6 -7 7 3354 3944 2256 237 2 2106 1403 1721 1862 1276 1 9 9 3 1993

1 9 7 7 -7 8 43 26 5627 3072 2607 2611 2231 1742 1769 1303 19 32 20 96

1 9 7 8 -7 9 5524 45 17 3399 3102 2816 2 M 7 1843 2555 1214 2 5 0 9 2599

1 9 7 9 -8 0 52 52 5298 4575 3812 3256 2333 21 79

/
2279 1525 3 3 6 2 30 2 2

A v a r a g *  i 4358 45 01 3147 26 99 2487 1962 18 28 20 24 1260 2 2 5 6 2254

^ S o u r e d  B « « « d  on T a b l t i  5 . 5  and  5 .6_7
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I t  I s  e v i d e n t  from the abov e  T a b le  t h a t  i n  a l l  the  I n d u s t r i e s  

e x c e p t  C h e n i c a l  and F e r t i l i z e r ,  a c t u a l  g r o s s  workii\g c a p i t a l  a t  the 

end  o f  e a c h  o f  the  y e a r s  had been l o w e r  than the  b o th  th e  o r i g i n a l  

and r e v i s e d  b u d g e t  e s t i m a t e s  o f  w o rk in g  c a p i t a l *  The d e v i a t i o n s  

betw een  t h e  a v e r a g e  a c t u a l  and o r i g i n a l  e s t i m a t e s  and a v e r a g e  a c t u a l  

and r e v i s e d  e s t i m a t e s  f o r  the p e r i o d ,  1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0  w ere*  2 7 , 7 9  

p e r  c e n t  and 30«08  p e r  c e n t  r e s p e c t i v e l y  i n  J u t e  I n d u s t r y !  2 7 , 0 1  p e r  

c e n t  and 21*11 p e r c e n t  r e s p e c t i v e l y  i n  C o t t o n  T e x t i l e  I n d u s t r y ;

31*07 p e r  c e n t  and 3 7 .7 4  p e r  c e n t  r e s p e c t i v e l y  i n  Sugar  and Food 

I n d u s t r y  and 19*06 p e r  c e n t  and 1 8 . 9 9  p e r  c e n t  r e s p e c t i v e l y  i n  S t e e l  

and Q i g i n e e r i n g  I n d u s t r y .  On t h e  o t h e r h a d *  the  i n c r e a s e  o f  a v e r a g e  

a c t u a l  w o rk in g  c a p i t a l  o v e r  a v e r a g e  o r i g i n a l  and r e v i s e d  e s t i m a t e s  

f o r  th e  s tu d y  p e r i o d  i n  C h em ica l  and F e r t i l i z e r  I n d u s t r y  was 1 9 . 5 9  

p e r  c e n t  and 2 1 . 0 9  p e r c e n t  r e s p e c t i v e l y .
I

The p r o b a b l e  r e a s o n s  f o r  l o w e r  a c t u a l  ( g r o s s )  w o r k in g  c a p i t a l

o f :  the i n d u s t r i e s  m e n t i o n e d  abov e  were  c o n s i d e r a - ^ S ¥  more n o n 

a c c o u n t i n g  i n f o r m a t i o n  a n d ' t iu n ch e s  i n  d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e *  

ments  as i d e n t i f i e d  e a r l i e r  l e a d i n g  t o  s h o r t a g e  o f  r e q u i r e d  w o rk in g  

c a p i t a l  i n  t h e s e  i n d u s t t i e s  and u l t i m a t e l y  a f f e c t i n g  the  f i n a n c i a l  

p e r f o r m a n c e s  o f  t h e s e  i n d u s t r i e s .

F u r t h e r ,  i n  o r d e r  t o  e v a l u a t e  the  e f f e c t i v e n e s s  o r  o t h e r w i s e  

o f  the  w o rk in g  c a p i t a l  d e c i s i o n s  r e g a r d i n g  r e q u i r e m e n t s ,  s t r u c t u r a l  

co c ipon ents  and s o u r c e s  o f  f i n a n c e  t h e  f o l l o w i n g  Tab le  5 . 3 1  sh ow in g  

t h e  c o m p a r a t i v e  f i g u r e s  o f  b u d g e t e d  and a c t u a l  t o t a l  c o s t s  o f  p r o 

d u c t i o n  had been p r e s e n t e d .

IBP
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I t  I s  e v i d e n t  from the  s a i d  T a b le  t h a t  the a c t u a l  t o t a l  c o s t  o f  

p r o d u c t i o n  w h e r e in  m a j o r  w o rk in g  c a p i t a l  e l e m e n t  l i k e  i n v e n t o r y  i s  

a l s o  i n c l u d e d *  i n c r e a s e d  i n  J u t e ,  Sugar  and Food and C h e m ic a l  and 

F e r t i l i z e r  I n d u s t r i e s  w i t h  a v e r a g e  i n c r e a s e  o f  26*18  p e r  c e n t#  5*22  

p e r c e n t  and 2 2 . 0 5  p e r c e n t  r e s p e c t i v e l y .  On t h e  o t h e r  hand,  i t  was 

a l s o  f o u n d  t h a t  the  a c t u a l  t o t a l  c o s t  o f  p r o d u c t i o n  was l o w e r  than 

th e  b u d g e t e d  t o t a l  c o s t  o f  p r o d u c t i o n  i n  C o t t o n  T e x t i l e  and S t e e l  

and E n g i n e e r i n g  I n d u s t r i e s  w i t h  a v e r a g e  d e c r e a s e  o f  1 1 .3 4  p e r  c e n t  

and 6 . 3 8  p e r  c e n t  r e s p e c t i v e l y .

There  were v a r i o u s  r e a s o n s  o r  f a c t o r s  w h ich  were r e s p o n s i b l e  f o r  

w id e  v a r i a n c e  betw een  th e  b u d g e t e d  and th e  a c t u a l  c o s t  o f  p r o d u c t i o n  

i n  the  s e l e c t e d  i n d u s t r i e s .  The f o l l o w i n t  T a b le  5 . 3 2  e x h i b i t s  the  

r e s p o n s e s  o f  the  s a m p le s  as  r e g a r d s  the  r e a s o n s  o r  f a c t o r s  c a u s i n g  

t h e  v a r i a n c e  betw een  the  b u d g e t e d  and t h e  a c t u a l  t o t a l  c o s t  o f  p r o *  

d u c t i o n  o f  245 e n t e r p r i s e s  un d er  s e l e c t e d  i n d u s t r i e s  f o r  t h e  p e r i o d ^  

1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0 .
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1S1

R # s p o n s « s  o f  the  Samples r e g a r d i n g  the  Reasons  o r  F a c t o r s
t l e s p o n s i b l e  f o r Wide V a r i a n c e Between B u d g e te d  and A c t u a l

T o t a l  C o s t  o f P r o d u c t !  on
1 1 i 1 1

Samples I C o r p o r a *  ( E n t e r -  1 T o t a l  I
iR e a so n s  o r  Facto 'J* ' - - -^ i  t i o n s  1 p r i  s e s  1 1
{ f o r  V a r i a n c e  Between ! \(B u d g e te d  and A c t u a l i l l  1

: i ........ . ,...1............... - i ........... .. i
P r i c e  E s c a l a t i o n  o f  Raw M a t e r i a l S t  
S t o r e s ,  and S p ares  a t  home and Abroad 13 21 34 ( 7 5 )

S hortage  o f  N o n - A v a i l a b l  l i  ty o f  Raw 
M ft«> ir ia ls ,  S t o r e s  and Spare P a r t s 14 17 31 ( 6 9 )

Unsound I n v e n t o r y  Oecl s i  on & C o n t r e l 9 14 23 ( 5 1 )

I d l e  C a p a c i t y  due t o  Power F a i l u r e ,  
M e c h a n i c a l  T r o u b l e ,  S h o r t a g e  o f  
M a t e r i a l s ,  e t c - 10 11 21 ( 4 7 )

I n t u i t i o n - b a s e d  Korkingi C a p i t a l  
R e q u ir e m e n ts  D e c i s i o n

S h o r t a g e - o f  R e q u i r e d  '♦mount o f  Cash

7 12 19 ( 4 2 )

5
1 1

9 14 ( 3 1 )

P o o r  C r e d i t  and C o l l e c t i o n  P o l i c i e s 4 8 12 ( 2 7 )

Lack o f  P r o p e r  M a in te n a n ce 2 5 7 ( 1 5 )

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f t o t a l number o f s a m p l e s ) .

The ab o v e  T a b le  shows v a r i o u s  r e a s o n s  o r  f a c t o r s  as  i d e n t i f i e d  by

the  s a a p l e s  f o r  v a r i a n c e  between  th e  b u d g e t e d  and the  a c t u a l  t o t a l  c o s t

o f  p r o d u c t i o n  In  o r d e r  o f  i m p o r t a n c e .  Xt  thus  e v i d e n t  t h a t  t h e  a b o v e  '

r e a s o n s  o r  f a c t o r s  i d e n t i f i e d  f o r  w ide  v a r i a n c e  be tw e e n  b u d g e t e d  and

a c t u a l  C o s t  o f  p r o d u c t i o n  were r e l a t e d  w i t h  n o n ^ a c c o u n t i n g  i n f o r m a t i o n *

Among t h e  f a c t o r s  i d e n t i f i e d «  some r e a s o n s  c o u l d  be e l i m i n a t e d  and 

c o n t r o l l e d  t o  a g r e a t  e x t e n t  a t  the  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *  

F a c t o r s  beyond  t h e  c o n t r o l  o f  t h e  c o r p o r a t i o n  and th e  e n t e r p r i s e s  c o u l d  

have  been  taken  c a r e  o f  a t  o t h e r  l e v e l s  o f  a d m i n i s t r a t i o n *

Dhaka University Institutional Repository



From t h «  a n a l / s i s  o f  th e  r e l a t e d  i s s u e *  o f  w o rk in g  c a p i t a l  i n  the 

ai30v« s e c t i o n s ,  i t  was e v i d e n t  t h a t  th e  us*  made by management o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  v a r i a b l e s  r e l a t e d  w i th  w o rk in g  c a p i t a l  d e c i 

s i o n s  and c o n t r o l  on the w h o l e ,  seemed t o  be low and u n s a t i s f a c t o r y  i n  

the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  f o r  the  p e r i o d  u n d e r  s t u d y .  I t  

was e v i d e n t  froro the  e a r l i e r  s e c t i o n s  t h a t  d e c i s i o n s  r e g a r d i n g  w o r k in g  

c a p i t a l  r e q u i r e m e n t s ,  s t r u c t u r a l  c o m p o n e n ts  and f i n a n c i n g  o f  w o rk in g  

c a p i t a l ,  a l l  were  made m o s t l y  on t h e  b a s i s  o f  n o n - a c c o u n t i n g  i n f o r m a 

t i o n ,  hun ches  and i n t u i t i o n  r a t h e r  than u s i n g  a c c o u n t i n g  i n f o r m a t i o n *

I t  wa* a l s o  o b s e r v e d  t h a t  t h e r e  were  s h o r t a g e  o f  r e q ju i r e d  w o r k in g  

Capita^#  i n a p p r o p r i a t e  and i n e f f e c t i v e  i n v e n t o r y ,  a c c o u n t s  r e c e i v a b l e  

and c a s h  d e c i s i o n s t  g r e a t  r e l i a n c e  on b o r r o w e d  c a p i t a l  f o l l o w e d  by 

e x h o r b i t a n t  amount o f  i n t e r e s t ,  and a b s e n c e  o f  any a p p r o p r i a t e  and 

e f f e c t i v e  c o s t  and b u d g e t a r y  c o n t r o l  programme thus  a f f e c t i n g  t o  a

g r e a t  e x t e n t ,  the  v e r y  p r o f i t a b i l i t y  o f  the  i n d u s t r i e s  u n d e r  s t u d y .
', ii

However,  th e  e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  the s i x  a r e a s  

o f  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l ^  v l  z . ,  w o rk in g  c a p i t a l  r e q u i r e 

m ents  d e c i s i o n ,  i n v e n t o r y  d e c i s i o n ,  a c c o u n t s  r e c e i v a b l e  d e c i s i o n ,  c a s h  

d e c i s i o n ,  w r o r k i n g  c a p i t a l  f i n a n c i n g  d e c i s i o n  and w o r k in g  c o i t a l  c o n 

t r o l  d e l i n e a t e d  i n  the  e a r l i e r  s e c t i o n s  and th e  i m p a c t  o f  such  u se  o r  

o t h e r w i s e  on the  p r o f i t a b i l i t y  o f  the s e l e c t e d  i n d u s t r i e s  had been 

exam ined  i n  C h a p t e r  -  8 ( e i g h t ) .

132
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CHAPTER -  6

PROFIT DECISIONS AND USE OF ACCOUNTING 
i n f o r m a t i o n

In a d d i t i o n  to  the a l r e a d y  d i s c u s s e d  d e c i s i o n  a r e a s »  d e t e r m i n a 

t i o n  o f  in co m e  i s  a n o t h e r  I m p o r t a n t  f i n a n c i a l  d e c i s i o n  i s s u e  taken  

up a t  t h e  e x p a n s i o n  phase  o f  an i n d u s t r y .  Th is  i s  g e n e r a l l y  known 

as p r o f i t  d e c i s i o n s  and c o n t r o l ,  i n  o t h e r  words* the  p r o f i t  manage

ment o r  p l a n n i n g .  The p r e s e n t  c h a p t e r  f o c u s e s  on th e  management 

use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d i f f e r e n t  a r e a s  o f  p r o f i t  d e c i s i o n s  

and c o n t r o l .

6*1  C o n c e p t s  and O b j e c t i v e s  o f  P r o f i t  D e c i s i o n s

P r o f i t  d e c i s i o n s  draw a t t e n t i o n  on t h e  e f f e c t i v e n e s s  and e f f i 

c i e n c y  o f  an e n t e r p r i s e .  E f f e c t i v e n e s s  s e e k s  t o  m easure  how an' t I I
e n t e r p r i s e  i s  u t i l i z i n g  i t s  r e s o u r c e s  t o  a c h i e v e  t h e  d e s i r e d  o b j e c 

t i v e s  —  b o t h  e c o n o m i c  and s o c i a l *  and e f f i c i e n c y  on t h e  o t h e r  hand 

as an e c o n o m i c  measure* f o r c e s  o r g a n i z a t i o n a l  e f f o r t s  t o  r e a l i z e  

g r e a t e r  b e n e f i t s  by r a t i o n i n g  o u t  the s c a r c e  r e s o u r c e s  and u t i l i z i n g  

minimum r e s o u r c e s * ^  Management may be e c o n o m i c a l l y  e f f i c i e n t  b u t  may 

n o t  be o b j e c t i v e l y  e f f e c t i v e .  On the  o t h e r  hand,  manageinent m i g h t  

a c h i e v e  o r g a n i z a t i o n a l  d e s i r e d  o b j e c t i v e s  t h r o u g h  I n e f f i c i e n t  c o s t s .  

Both a re  n o t  d e s i r a b l e *  P r o f i t  d e c i s i o n s  and c o n t r o l  a r e  o r g a n i z a 

t i o n a l  programme t o  r e a l i s e  b o t h  e f f e c t i v e n e s s  and e f f i c i e n c y  s l m u l -
2

t a n e o u s l y .

1 g r a y , j a c k  and JOHNSTON, KENNENT S . ,  A e c o u n t ln a  and Management 
A c t i o n . McGraw H i l l  Book C o . ,  New Y o r k ,  S econd  E d . ,  1 9 7 9 .  p p . 2 - 4 ;  
SPEIGHT, H . ,  Economl c s  and I n d u s t r i  al  Ef f l  c i e n c v . M a c m i l la n  and 
Company L t d . ,  Lonclon,' 2nd E d . ,  196 7 ,  p . 4  and R b ss ,  JOELE, Manaqe- 
ment by I n f o r m a t i o n  S ys tem . Pren t i  c e - H a l l ,  I n c . ,  E nglew ood  C l i f t s ,  
New J e r s y ,  1970 ,  p . 303 .

^ g r a y , JACK and JOHNSTON, KENNENT S . ,  i i J t . ,  p . 5 ,

Dhaka University Institutional Repository



The t e n n ’p r o f i t  d e c i s i o n s  and c o n t r o l *  has  been d e f i n e d  as the  

p r o c e s s  o f  so  c o n d u c t i n g  o p e r a t i o n s  as  t o  r e a l i z e  a g i v e n  p r o f i t  

t a r g e t *  an a s p e c t  o f  an o v e r a l l  b u d g e t  I n  w h ich  t h e  tsore I m p o r t a n t  

f a c t o r s  a f f e c t i n g  s a l e  p r i c e ,  s a l e s  vo lu o ie t  p r i c e s  o f  c o s t  e leraent&t 

o p e r a t i n g  e f f i c i e n c y *  e t c .  a r e  r e l a t e d  t o  p r o f i t s *  and u l t i m a t e l y  a 

p l a n  i s  p r e p a r e d  w h ich  s e t a  f o r t h  a d e s i r e d *  p r e s u m a b ly  a t t a i n a b l e
3

b a l a n c e  betw een  t h e s e  f a c t o r s *  D e c i d i n g  the  p r o f i t  i s  a t o o l  In  

w hich  t h e  e x p e c t e d  l e v e l  o f  p r o f i t  i s  b u d g e t e d  f o r  aff  ̂ c o n t r o l l i n g  

th e  p r o f i t  i s  a t o o l  i n  nhl ch a c t u a l  l e v e l  o f  p r o f i t  i s  cocapared tvl th 

b u d g e t e d  p r o f i t  and a n a l y s i s  o f  the  f a c t o r s  r e s p o n s i b l e  f o r  t h e  d i s *  

c r e p e n c y  betw een  t h e s e  two i s  made i n  o r d e r  t o  u n d e r t a k e  raeasures  t o
4

r e c t i f y  th e  p o s i t i o n .

In  r e c e n t  y e a r s  t h e  term " c o i o p r e h e n s i v e  p r o f i t  d e c i s i o n s  and 

c o n t r o l ” has been e x t e n s i v e l y  u s e d  i n  t h e  l i t e r a t u r e  o f  b u s i n e s s  « 8  

a g a l n s t . p r o f i  t  d e c i s i o n s  and c o n t r o l *  S o - l t  a l s o  n e e d s  socie c l a r i f i 

c a t i o n  b e f o r e  we go  f u r t h e r *  T h is  c o f f lp reh en s lv e  teria._has been d e f i n e d
I I -  ^

as ( s y s t e m a t i c  and f o r m ^ z e d  a p p r o a c h  f o r  a c c o m p l i s h i n g  d e c i s i o n -  

malclngy c o o r d i n a t i o n ,  and c o n t r o l  f u n c t i o n s  o f  management* and s p e c i 

f i c a l l y *  i t  i n v o l v e s  the  d e v e l o p m e n t  and a p p l i c a t i o n  o f  ( 1 )  a b r o a d  

and l o n g - r a n g e  o b j e c t i v e s  f o r  the  e n t e r p r i s e *  ( 2 )  a s p e c i f i c a t i o n  o f  

e n t e r p r i s e  g o a l s *  ( 3 )  a l o n g - r « i g e  p r o f i t  p l a n  d e v e l o p e d  i n  b r o a d  

terra* ( 4 )  a s h o r t - r a n g e  p r o f i t  p l a n  d e t a i l e d  by d i v i s i o n s *  p r o d u c t s  

and p r o j e c t s *  ( 5 )  a sys te m  o f  p e r i o d i c  p e r f o r m a n c e  r e p o r t s  d e t a i l e d
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by aas ignedi  r e s p o n s i b i l i t i e s  and ( 6 )  a f o l l o w - u p  p r o c e d u r e *  T h is  

d e f i n i t i o n  thus*  r e c o g n i s e s  management as th e  c r i t i c a l  s u c c e s s  f a c *

t o r  i n  the  l o n g - r u n  d e s t i n y  ( i * e « ,  p r o f i t )  o f  th e  e n t e r p r i s e *

P r o f i t  d e c i s i o n s  and c o n t r o l  have  a l s o  a u n iq u e  r e l a t i o n s h i p
6

t o  th e  a c c o u n t i n g  system o f  th e  e n t e r p r i s e  i n  the  f o l l o v u l n g  r e s p e c t .  

( 1 )  a c c o u n t i n g  p r o v i d e s  h i s t o r i c a l  a c c o u n t i n g  I n f o r m a t i o n  t h a t  

p a r t i c u l a r l y  r e l e v a n t  f o r  d e c i s i o n  p u r p o s e s  i n  the  d e v e l o p m e n t  o f  an

e n t e r p r i s e  p r o f i t  and o t h e r  p l a n s t  ( 2 )  the  f i n a n c i a l  com ponent  o f  a

p r o f i t  p l a n  I s  g e n e r a l l y  s t r u c t u r e d  i n  an a c c o u n t i n g  forn<at and 

( 3 )  a c t u a l  data  u t i l i z e d  i n  the  measurement  o f  p e r f o r m a n c e s  ( ! • • * »  

a c t u a l  d a t a  are  cofflpared w i th  p l a n n e d  d a t a )  are  p r o v i d e d  by th e  

a c c o u n t i n g  system *  As^such* a p r o f i t  d e c i s i o n s  and c o n t r o l  p ro g r a o m *  

can be d e v e l o p e d  a d o p t e d  i n  any p a r t i c u l a r  a c c o u n t i n g  system *

The b r o a d  c o n c e p t  o f  p r o f i t  d e c i s i o n s  and c o n t r o l ' e n t a l  I s  an 

i n t e g r a t i o n  o f  numerous m a n a g e r i a l  a p p r o a c h e s  and t e c h n i q u e s  such 

as s a l e s  f o r e c a s t i n g  and s a l e s  t a r g e t ,  c a p i t a l  b u d g e t i n g ,  cash  f lov j  

a n a l y s i S f  c o s t ^ 'v o lu f i i e -p r o f  1 1 a n a l y s i s ,  v a r i a b l e  b u d g e t s ,  t im e  «nd 

m o t i o n  s t u d y ,  s t a n d a r d  c o s t  a ccoun  t ing^ s t r a t e g i  c p l a n n i n g ,  p r o d u c 

t i o n  p l a n n i n g .  I n v e n t o r y  c o n t r o l ,  nanagem ent  by o b j e c t i v e s ,  o r g a n i z a 

t i o n a l  p l a n n i n g ,  manpower p l a n n i n g  and c o s t  c o n t r o l * ^  Thus,  p r o f i t  

d e c i s i o n s  are  n o t  an a c c o u n t i n g  c o n c e p t  and t e c h n i q u e  a l o n e  b u t  more 

than one d i s c i p l i n e  are  i n v o l v e d  i n  i t .
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The m «Jo r  b e n e f i t *  an e n t e r p r i s e  may o b t a i n  f rom  f o r n a l  p r o f i t
ifO

d e c i s i o n s  i n c l u d e  th e  f o l l o w i n g i

F i r s t l y ,  f o r m a l i z a t i o n  aitd d o c u r a e n ta t io n  o f  p r o f i t  d e c i s i o n s  

eoffliBunicate the  o b j e c t i v e s  «n d  s t r a t e g i e s  o f  t h e  o r g a n i z a t i o n  t o  a l l  

l e v e l s  o f  management.  S e c o n d ly *  t h e  p r o f i t  d e c i s i o n s  p r o c e s s  h e l p s  

the  o p p o r t u n i t y  f o r  c a r e f u l  and c o m p l e t e  c o n s i d e r a t i o n  o f  a v a r i e t y  

o f  a l t e r n a t i v e s *  T h i r d l y ,  f o r m a l  p r o f i t  d e c i s i o n s  make p o s s i b l e  the 

i d e n t i f i c a t i o n  o f  p r o b l e m s  b e f o r e  t h e y  becofne c r i s e s *  F i n a l l y ,  qua

l i f i e d  and docum ented  p r o f i t  d e c i s i o n s  p r o v i d e  s t a n d a r d s  f o r  t h e  

measurement  o f  p e r f o n n a n c e s *

As r e g a r d s  t h e  o b j e c t i v e s ,  p r o f i t  d e c i s i o n s  are  t h e  name g i v e n  

t o  the  use  o f  f o r e c a s t s  o f  p r o f i t s  f o r  t h e  p u r p o s e  o f  ( a )  i n c r e a s i n g  

t h e  e a r n i n g s  o f  the  e n t e r p r i s e s  and ( b )  p r e s e r v i n g  th e  i n t e g r i t y  o f  

the  c a p i t a l  i n v e s t m e n t . '  The main o b j e c t i v e  o f  t h e  p r o f i t  d e c i s i o n s -  

i s  t o  p r o j e c t  i n  w r i t t e n  form a scheme o f  b u s i n e s s  o p e r a t i o n s  t h a t  

w ou ld  h e l p  m ax im ize  p r o f i t s  o f  th e  e n t e r p r i s e s *

The p r o f i t  d e c i s i o n s ,  h o w e v e r ,  a re  t h e  em bod im ent  o f  a l l  th e  

s t a n d a r d s  o f  p e r f o r m a n c e s ,  a c c o u n t a b i l i t y  and p r o f i t *  Such d e c i s i o n s  

are  f l e x i b l e  and f o l l o w  t h e  g e n e r a l  f o r m a t  o f  an in c o m e  s t a t e m e n t .

The p r o f i t  d e c i s i o n s  m ig h t  be a p p l i c a b l e  a t  any t i m e ,  r e g a r d l e s s  o f  

s a l e s  vo lu m e  o r  p r o f i t  mix  and m i g h t  f u r n i s h  t h e  b a s i s  f o r  a r e a d y  

a n a l y s i s  o f  d e v i a t i o n s  f rom the e s t a b l i s h e d  o b j e c t i v e  i » e «  i n c r e a s i n g  

r e t u r n s  on i n v e s t m e n t  and r e t u r n s  on c a p i t a l  em p loyed *^®  H owever ,

® BEYER, ROBERT and TRAWlCKI, DONALD J * ,  P r o f l  t ;»b i  I I  t v  A c C Q u n t i n o .  
John (Viiey and S ons ,  New Y o r k ,  2nd £ d « ,  1 9 7 2 ,  p p . 1 9 0 * 1 9 1 ,

® BOGEN, JULES I * ,  F i n a n c i a l  Handbook . The f lona ld  P r e s s  Company,
New Y o r k ,  3rd £ d * ,  195 7 ,  p . 6 8 7 .

10 BURN, T . J .  ( e d . ) .  The Use . A c c o u n t i ng Data i n  D e c i s i o n - M a k l n S t  
o p . c i t a ,  p * 2 3 2 .
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the  c o n c e p t  o f  t h i s  d e c i s i o n a l  a rea  f o r  th e  p u r p o s e  o f  the  s tu d y  

would  c o v e r *  I n t e r  a l i a *  the  d e t e r m i n a t i o n  o f  s a l e s  t a r g e t  and s a i e s  

p r i c e ,  p r e d i c t i o n  o f  c o s t  o f  p r o d u c t i o n ,  e s t i m a t i o n  o f  o p e r a t i n g  

o v e r h e a d s  and f lx in g -> u p  o f  p r o f i t  t a r g e t s .

6 . 2  P r o c e s s  o f  A d o p t in g  P r o f i t  D e c i s i o n s  in
S e l e c t e d  l ^ a t i o n a i i s e d  I n d u s t r i e >

laiith the  d i s c u s s i o n  o f  the  main c o n c e p t s  a^d o b j e c t i v e s  o f  

p r o f i t  d e c i s i o n s  as a frame o f  r e f e r e n c e  i n  the  p r e v i o u s  s e c t i o n ,  

the  p r o c e s s  o f  a d o p t i n g  p r o f i t  d e c i s i o n s  i n  t h e  n a t i o n a l i s e d  i n d u s 

t r i e s  n e e d  t o  be a n a l y s e d  h e r e .  With the  p r o n o u n c e m e n t  o f  t h e  

N a t i o n a l i s e d  O r d e r ,  a l l  the i n d u s t r i a l  e n t e r p r i s e s  c a r r y i n g  on manu

f a c t u r i n g  b u s i n e s s  i n  B a n g lad esh  had been s c h e d u l e d  u n d e r  and t r a n s 

f e r r e d  t o  s e v e r a l  c o r p o r a t i o n s  as  was p o i n t e d  o u t  e a r l i e r  » l t h  the  

aim o f  c o n d u c t i n g  b u s i n e s s  on s o c i a l  as  w e l l  as  c o m m e r c ia l  c o n s i d e r a 

t i o n  which  i m p l i e d  the  c o n c e p t  o f  g o o d  r e t u r n  on I n v e s t m e n t  and
If I ' ii r

c a p i t a l  e m p lo y e d ,  and which  u p h e ld  the'  b a s i c  p r i n c i p l e  o f  r e p o r t i r . g  
1 , -  - k " 

on p r o f i t  e a r n i n g  as  an i n d e x  o f  e f f i c i e n c y  o f  the” c o r p o r a t i o n s  tc

the  Governm ent*  The p r o c e s s  o f  b e in g  I n f o r m e d  a b o u t  p r o f i t  o r  l o s s  

p o s i t i o n  o f  the c o r p o r a t i o n s  f o r c e s  them t o  d e c i d e  i t s  p r o f i t  t a r g e t s  

th ro u gh  modern management t e c h n i q u e  o f  c o n s o l i d a t i n g  a l l  t h e  f a c t o r s  

which a re  v e r y  much e s s e n t i a l  f o r  p r o f i t  d e c i s i o n s  and c o n t r o l .  In 

th e  c a s e  o f  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e ^ ,  the  p r o f i t  d e c i 

s i o n s  and c o n t r o l  f u n c t i o n s  had been c a r r i e d  o u t  a t  the  c o r p o r a t i o n * s  

h i g h e r  e c h e l o n .

The f o l l o w i n g  T a b l e  6*1 shows t h e  r e s p o n s e s  o f  t h e  s jm p l e s  as 

r e g a r d s  the  d i f f e r e n t  a u t h o r i t i e s  w h ich  w ere  I n v o l v e d  i n  t h e  p r o c e s s  

o f  a d o p t i n g  p r o f i t  d e c i s i o n s  i n  th e  s e l e c t e d  n a t i o n a l i s e d  I n d u s t r l e s i
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R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  A u t h o r i t i e s  
F o r m u l a t i n g  P r o f i t  D e c i s i o n s

isjample* | C o r p o T a -  T  * " ^ t e r -  | T o t a l  |
I t i o n s  I p r i s e s  | |

j_________ 1________ !__________I
C o r p o r a t i o n ' s  Board o f  D i r e c t o r s  18 22 40  ( 8 9 )

C on cern ed  M i n i s t r y  9 7 16 ( 3 5 )

e n t e r p r i s e ' s  L o c a l  Management 8 6 14 ( 3 1 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

The above  T a b le  shows t h a t  r e s p e c t i v e  c o r p o r a t i o n s *  Board  o f  

D i r e c t o r s ,  c o n c e r n e d  M i n i s t r i e s  and i n d i v i d u a l  e n t e r p r i s e s *  l o c a l  

manaQement were i n v o l v e d  In  t h i s  f u n c t i o n .  A l th o u g h  t h e  r e s p e c t i v e  

c o r p o r a t i o n s  p l a y e d  t h e  m a j o r  r o l e  ( a s  o p i n e d  fay 39 p e r c « i t  o f  th e

s a m p l e s ) t  y e t  the c o r p o r a t i o n s  i n  c o n s u l t a t i o n  w i t h  t h e i r  r e s p e c -
t'

t i v e  e n t e r p r i s e s *  management ( a «  o p i n e d  by 31 p e r - c e n t  o f  t h e   ̂

s a m p le s )  w ere  t o  f o r m u l a t e  p r o f i t  d e c i s i o n s  o r  f i x  up t h e  p r o f i t  

t a r g e t s  which  were then a p p r o v e d  by the  Government  ( a s  s t a t e d  by 

35 p e r c e n t  o f  t h e  s a m p l e s ) .  The r e s p e c t i v e  c o r p o r a t i o n s  a t  t h e i r  

h ig h  l e v e l  m a n a g e r i a l  m e e t in g  d e c i d e  p r o f i t  t a r g e t s ,  s a l e s  t a r g e t s  

s a l e s  p r i c e  t a r g e t s  and p r o d u c t i o n  t a r g e t s  f o r  the  e n t e r p r i s e s  

under  t h e i r  c o n t r o l  and l a t e r o n  each  o f  the  e n t e r p r i s e s  I s  I n f o r m e d  

o f  the  t a r g e t s  f i x e d  w i t h  the  d i r e c t i v e s  f o r  t h e i r  a c h i e v e m e n t . ^ ^
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6 , 3  . f o a U . t o , S  P T 9 f n  C 9^tro^

C e r t a i n  t o o l s  w ere  a p p l i e d  f o r  a d o p t i n g  p r o f i t  d e c i s i o n s  In  

t h «  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s *  The f o l l o w i n g  T a b l e  6*2  

e x h i b i t s  the  r e s p o n s e s  o f  the sam ples  a s  r & g a td s  th*  t o o l s  u s e d  

f o r  th e  p u r p o s e  i

l a f e t f ."  ^xZ

R e s p o n s e s  o f  the  Samples r e g a r d i n g  T o o l s  A p p l i e d  
f o r  P r o f i t  D e c i s i o n s  and C o n t r o l

-----------------------r
E n t e r -  I 
p r i s e s  i

_________ L

i T o o l s  A p p l i e d  f ^  
{ P r o f i t  D e c i s i o n s
^iS,d C g n U o ^ _______

Samples I C o r p o r a -  
i  t i o n s  
*

T o o l

O p e r a t i n g  Budget  

P r o f i t  Budget

C o s t ^ V o l u m e - P r o f i t  A n a l y s i s

14

13

10

17
17

17

31 ( 6 9 )  

30 ( 6 7 )  

2?' (60 )

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a n p l e s ) .

The above  T a b le  shows t h a t  69  p e r c e n t *  67 p e r c e n t  and 60 p e r c e n t  

o f  the  s a m p le s  s t a t e d  t h a t  t o o l s  l i k e  o p e r a t i n g  b u d g e t ,  p r o f i t  

b u d g e t  and c o s t * v o l u f f l e - p r o f l  t  a n a l y s i s  w ere  u s e d  r e s p e c t i v e l y  f o r  

t r a n s a c t i n g  the p r o c e s s  s t a t e d  e a r l i e r .  Thus,  i t  i s  e v i c ’ e n t  t h a t  

the  t o o l s  used  f o r  p r o f i t  d e c i s i o n s  and c o n t r o l  Mere b a s e d  on ac co u n «  

t i n g  i n f o r m a t i o n .

The ab o v e  m e n t i o n e d  t o o l s  a p p l i e d  f o r  p r o f i t  d e c i s i o n s  <ind con*  

t r o l  i n  th e  s e l e c t e d  i n d u s t r i e s  are  d i s c u s s e d  b e lo w *  S i n c e  o u x  a t t e n 

t i o n  i s  on the  o p e r a t i n g  b u d g e t s ,  i t  was d i s c u s s e d  i n  d e t a i l  l a t e r o n  

p r o c e d e d  ^y o t h e r  two t o o l s *

Dhaka University Institutional Repository



( a )  P r o f i t  Budq#t a r  Pr o f o r w a  I n c ome S ta te m q n t i

The p r o f i t  b u d g « t  i s  a l s o  term ed  « s  p r o f o r m a  i n c o n e  s t a t n s e n t  

o r  p r o j e c t e d  o p e r a t i n g  s t a t e m e n t  o r  p r o f o r a a  p r o f i t  and l o t s  a c c o u n t *  

The term i s  a d v a n t a g e o u s l y  u s e d  by t h e  n a t i o n a l i s e d  i n d u s t z l a l  e n t e r 

p r i s e s  i n  t h e i r  p r o f i t  d e c i s i o n s  and c o n t r o l  p r o c e s s .  Xt  i s  ba s e d  

upon the m o s t  r e c e n t  in c o m e  s t a t e m e n t  o f  the  f i r m  w i t h  a p p r o p r i a t e

a d ju s t m e n t s  f o r  e x p e c t e d  c h a n g e s  i n  c o s t s t  p r i c e s  and a n t i c i p a t e d
12demands o v e r  the  p e r i o d s  c o v e r e d  by t h e  p r o f i t  b u d g e t .

I t  m i . jh t  be  p r e p a r e d  f o r  a f i n a n c i a l  y e a r  o r  f o r  a h a l f - y e a r  

c l a s s i f i e d  i n t o  m o n th ly  t i n e  p e r i o d s .  To p r e p a r e  the  s t a t e m e n t *  

n e c e s s a r y  d a ta  are  c o l l e c t e d  by the  f i n a n c i a l  e x e c u t i v e  who i s  to  

take  c o o p e r a t i o n  f rom v a r i o u s  d e p a r t m e n t s  v i z . >  m a r k e t i n g ,  p r o d u c 

t i o n ,  f i n a n c e ,  s a l e s *  e t c *  f o r  the  p u r p o s e .  But i t  had been 

o b s e r v e d  t h a t ~ t h e  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  u n d e r  s tu d y
*' ' I ( 'I 1 , ' ' J'

d i d  n o t  f o l l o w  the  u s u a l  p r a c t i c e  o f  p r e p a r i n g  such  s t a t e i ’̂ ent  f o r

t h e i r  p r o f i t  d e c i s i o n s  and c o n t r o l  p u r p o s e .  R a th e r  the  s t a t e c i e n t s
13p r e p a r e d  by them s e r v e d  i n  m o s t  c a s e s *  o n l y  th e  a c c o u n t i n g  f u n c t i o n s .

Cq s t - y Q 1 u ine .?Pro f i t  An a l y  s i  s »

A t e c h n i q u e  o f  p r o f i t  d e c i s i o n s  and c o n t r o l  t h a t  cam^ i n t o  u s e

many y e a r s  o f  age and had s i n c e  then g a i n e d  i n c r e a s i n g  po u l a r i t y

among a c c o u n t a n t s *  b u s i n e s s  e x e c u t i v e s *  and some e c o n o m i s t s  i s  c o s t -

v o l u m e - p r o f i t  a n a l y s i s .  C o s t - v o l u m e - p r o f i  t  a n a l y s i s  p r e s e n t e d  in

SPENCER, WILTON H . ,  SEO, K .K ,  and SIMKIN, MARK G . ,  Han s ocmen t  
E c o n o a i c s  -  T e x t .  P ro b le o is  and S h o r t  C a s e e .  R i c h a r d  D. I rw tn *
I n c . ,  KgiTtewood, I l l i n o i s *  USA, 4 t h  Ed«* 1973* p . 2 9 1 .

C f . ,  HOQUE.MD. JAi^IRUL* “ F i n a n c i a l  P l a n n i n g  and C o n t r o l  i n  t h e
P u b l i c  S e c t o r  I n d u s t r i e s  i n  Bangladesh** , o p . c l t . «  p . l 2 4 «

14 s p e n c e r ,  UlLTON K . ,  CEO, K .K .  and SIMKIN* MARK G . ,  M a n a g e r i a l
g^ono"tk& iAJ ! : tJL t i „ ,pyo fa^B i . ,and  ? h 9 r t  c a i f i t  o p . c i t . *  p . 2 9 1 .
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th e  f o r o  o f  b r e a k - « v « n  c h a r t  and b r e a k - e v e n  p o i n t ,  1 »  a f o r m a l  

p r o f i t  d e c i s i o n s  and c o n t r o l  a p p roach  b a s e d  on e s t a b l i s h e d  r e l a t i o n 

s h i p  between c o s t s  and r e v e n u e s * F u r t h e r ,  i t  I s  the  s t u d y  o f  p r o 

f i t a b i l i t y  and the  i n t e r a c t i o n s  o f  c h a n g e s  be tw e e n  f i x e d  c o s t s ,  

s e l l i n g  p r i c e s  and s a l e s  vo lum e on t h e  o v e r a l l  p r o f l t * ^ ^  The p o i n t  

a t  w h ich  an e n t e r p r i s e  n e i t h e r  makes a p r o f i t  n o r  i n c u r s  any l o s s  

I s  th e  b r e a k - e v e n  p o i n t .  C o s t - v o l u m e - p r o f i t  c h a r t  i s  a g r a p h i c a l  

r e p r e s e n t a t i o n  o f  f i x e d  c o s t s ,  v a r i a b l e  c o s t s ,  t o t a l  s a l e  r e v e n u e s ,  

b r e a k - e v e n t  p o i n t  and e x p e c t e d  p r o f i t s *

A c c o u n t i n g  I n f o r m a t i o n  on d i f f e r e n t  i t e i o s  are  u s e d  w h i l e  draw

i n g  t h e  p r o f i t  g rap h  o r  b r e a k - e v e n  c h a r t *  U s u a l l y  t h i s  p r o f i t  g r a p h  

o r  b r e a k - e v e n  c h a r t  i s  drawn w i th  t h e  u s e  o f  b u d g e t a r y  i n f o r m a t i o n  

r e l a t i n g  t o  o u t p u t ,  s a l e s ,  c o s t s  and e x p e n s e s ,  and p r o f i t s *  But 

m o st  a u t h o r s ^ ^  w ere  i n  f a v o u r  o f  u s i n g  t h e  a c t u a l  a c c o u n t i n g  i n f o r 

m at ion  as r e g a r d s  o u t p u t ,  s a l e s ,  c o s t s ,  and p r o f i t s  s i d e  by s i d e  

w i th  b u d g e t o r y  i n f o r m a t i o n  on such  i t e m s  so  t h a t  a c o m p a r a t i v e  a n a -
II ___ ’  _ _^

l y s i s  o f  th e  p r o f i t  s t r u c t u r e  can be made* The p o s i t i o n  o f  th e  

n a t i o n a l i s e d  i n d u s t r i e s  I n  B a n g la d e s h  i n  r e s p e c t  t o  t h e  u s e  o f  b o t h  

a c c o u n t i n g  and b u d g e t o r y  i n f o r m a t i o n  on s a l e s ,  o u t p u t ,  c o s t s  and 

p r o f i t  was v e r y  d e p l o r a b l e  i n  p r o f i t  d e c i s i o n s  and c o n t r o l  f u n c t i o n

ftlNG, A GEORGE, F j n a n c l a ^  f p r  P a k ^ s U P . i
I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  U n i v e r s i t y  o f  D a c c a ,  D a c c a ,
1970, p p .95-96*

CLAY, M .J .  and WALLEV, B . H . ,  PerfQrroaRca_jind £ x o l l  t a b l i i  tif
H.anvaI,.ttrf.igdiis.U.YltY ,TftgbMfiu«8
and Cottneree* o p . c i t . ,  p « 3 o 6 *

SOLOUC^S, DaVID, **Break-even A n a l y s i s  u n d e r  A b s o r p t i o n  C o d t i n g " ,  
A e c o u n t i n Q  R ev iew * J u l y  1 9 6 8 ,  p p .  4 4 7 - 4 5 2 ,  and HaNES, REN£,
"A New D im ension  t o  B reak -E ven  A n a l y s i s ' * ,  J o u r n a l  o f  A c c o u n t l n a  
R e s e a r c h * S pr ing  196 6 ,  p p . 8 7 - 1 0 0 .
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o f  t h e  a n t e r p r i s e s .  The r e a s o n s  ^or  s u c h  s t a t e  o f  a f f a i r s  w ere

s t a t e d  t o  be t h e  I n d i f f e r e n t  a t t i t u d e  o f  t h e  e n t e r p r i s e s *  f i n a n c i a l

e x e c u t i v e s f  a b s e n c e  o f  any p r o v i s i o n  i n  t h e  " i c c o u n t s  M a n u a ls ”  i n
13t h i s  r e s p e c t  and no c l e a r - c u t  d i r e c t i v e s  f rom  t h e  c o r p o r a t i o n .

But i n  t h i s  c o n t e x t f  In  o r d e r  t o  Ju d g e  th e  e f f e c t i v e n e s s  o f  t h e  

p r o f i t  d e c i s i o n s  and c o n t r o l  In  t h e  n a t i o n a l i s e d  i n d u s t r l e s f  t h e  

p i c t u r e  o r  p o s i t i o n  o f  th e  a v e r a g e  b u d g e t e d  and a c t u a l  s a l e s  r e v e 

nues* o u t p u t ,  c o s t s  and p r o f i t s  o f  t h e s e  i n d u s t r i a l  e n t e r p r i s e s  

c o u l d  be d e p i c t e d  g r a p h ! c a l l y t  b u t  t h i s  had n o t  been p r e s e n t e d  

h e r e  s i n c e  I t  was t h o u g h t  n o t  e s s e n t i a l  f o r  t h e  p u r p o s e  o f  t h e  

s t u d y .

(c) Qg.graU»fl -Stfdagta*

Our main a t t e n t i o n  was on o p e r a t i n g  b u d g e t s  w hich  c o v e r e d

d i f f e r e n t  a s p e c t s  o f  p r o f i t  d e c i s i o n s  and c o n t r o l  f u n c t i o n  o f

management.  C o m p r e h e n s iv e  p r o f i t  p la n  o v e r  d i f f e r e n t  i t e m s  s u c h

as s a l e s ,  o u t p u t #  o p e r a t i n g  c o s t s  and p u r c h a s e s  a r e  e s s e n t i a l  f o r

sound p r o f i t  d e c i s i o n s .  O p e r a t i n g  b u d g e t s  r e l a t e  t o  the  d e c l s i o n e

w i t h  r e g a r d  to  the a c t i v i t i e s  o r  o p e r a t i o n s  o f  t h e  e n t e r p r i s e  such
19as p r o d u c t i o n ,  s a l e s  and p u r c h a s e s .  F u r t h e r  th e  t e n s  ' o p e r a t i n g  

bu d g et*  h e r e  means a c o n p r e h e n s i v e  p r o f i t  d e c i s i o n s  and c o n t r o l

f u n c t i o n  t h a t  i s  e x p e c t e d  t o  m o t i v a t e  t h e  management a t  a l l  l e v e l s
20o f  s a l e s ,  p r o d u c t i o n  and g e n e r a l  a d m i n i s t r a t i o n .  O p e r a t i n g

202

V id e  the  . fil— Vi z . ,
BJliC, BTMC, BSFIC, BSFC and BCIC f o r  the  y e a r s  1 9 7 5 - 7 6  t o  
1 9 7 9 - 8 0 .

19 p a n d e r , I . M . ,  F i n a n c i a l  Management,  o p . c l t . ,  p . 5 6 8 .

BRANDT, LOUIS K, 
o p . c l t . ,  p . 1 0 8 .
BRaNDT, LOUIS K . ,  B u s i n e s s  F in a n c e  > A Management A p p r o a c h .
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b u d g e t  i s  com posed  o f  two p a r t s  • a progranm e o r  a c t i v i t y  b u d g e t  

and a r e s p o n s i b i l i t y  b u d g e t*  r e p r e s e n t i n g  two d i f f e r e n t  ways o f  

l o o k i n g  a t  th e  e n t e r p r i s e  o p e r a t i o n s  o r  a c t i v i t i e s  b u t  a r r i v i n g  a t  

same r e s u l t s .  The p r o g r a n n e  o r  a c t i v i t y  b u d g e t  s p e c i f i e s  t h e  o p e r a *  

t i o n s  o r  a c t i v i t i e s  t o  be p e r f o r m e d  d u r i n g  t h e  n e x t  y e a r *  The p ur>  

p o s e  o f  t h i s  b u d g e t  i s  t o  d e c i d e  f o r  each  p r o d u c t  t h e  e x p e c t e d  

r e v e n u e s  and i t s  a s s o c i a t e d  c o s t s .  On t h e  o t h e r  hand,  the  r e s p o n 

s i b i l i t y  b u d g e t  s p e c i f i e s  d e c i s i o n s  in  te r m s  o f  i n d i v i d u a l  r e s p o n 

s i b i l i t i e s *  The b a s i c  p u r p o s e  o f  t h i s  k i n d  o f  b u d g e t  i s  t o  a c h i e v e  

c o n t r o l  by com pa r in g  t h e  a c t u a l  p e r f o r m a n c e  o f  a r e s p o n s i b l e  i n d i v i 

dua l  w i t h  t h e  e x p e c t e d  p e r f o r m a n c e *

I t  was o b s e r v e d  t h a t  t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g la d e s h  

f o l l o w e d  b u d g e t i n g  t e c h n i q u e  as a t o o l  f o r  p r o f i t  d e c i s i o n s  and 

c o n t r o l ,  tn t h i s  r e g a r d ,  'A nn ua l  Revenue B u d g e t ’ r e p r e s e n t i n g  t h e
' I |i -

c o m p r e h e n s iv e  p r o f i t  d e c i s i o n s  o f  t h e  e n t e r p r i s e s  had been used *

In o r d e r  t o  p r e p a r e  t h e  annual r e v e n u e  b u d g e t ,  s e v e r a l  s c h e 

d u l e s  w ere  u s e d  i n  th e  s e l e c t e d  i n d u s t r i e s *  the  f o l l o w i n g  T a b le

6 . 3  e x h i b i t s  t h e  r e s p o n s e s  o f  th e  s a m p le s  as  r e g a r d s  the  u s e  o f  

v a r i o u s  t y p e s  o f  s c h e d u l e s  i n  p r o f i t  d e c i s i o n s )
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R e s p o n s e s  o f  the  Samples r e g a r d i n g  S c h e d u l e s  Used 
f o r  P r o f i t  D e c i s i o n s

Table » 6>3

S c h e d u le s

Samples | c o r p o r a * |  E n t e r -  i 
I t i o n s  I p r i s e s  |

T o t a l

S a l e s  S c h e d u le s 20 25 45 ( 1 0 0 )

P r o d u c t i o n  S c h e d u l e s 20 25 45  ( 1 0 0 )

O p e r a t i n g  Expenses  S c h e d u l e s 20 25 45 ( 1 0 0 )

O th e rs *  Non-  n o e r a t i v e  Incom e 
S c h e d u l e ,  itaw M a t e r i a l s  
S c h e d u l e ,  A l t e r n a t i v e  
P r o d u c t i v e  Schedule*  e t c .

7 7 ( 15)

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a n p l e s ) .

The abov e  T a b l e  shows t h a t  s a l e s  s c h e d u l e *  p r o d u c t i o n  s c h e d u l e  

and o p e r a t i n g  e x p e n s e s  s c h e d u l e  Mere f u l l y  u s e d  i n  t h e  e n t e r p r i s e s
I I.

f o r  th e  same p u r p o s e .  Some l b  p e r c e n t  o f  t h e  sa m p le  a l s o  s t a t e d  

t h a t  o t h e r  s c h e d u l e s  l i k e  n o n - o p e r a t i v e  in c o m e  s c h e d u l e *  raw 

m a t e r i a l s  s c h e d u l e ,  a l t e r n a t i v e  p r o d u c t i o n  s c h e d u l e ,  e t c .  w ere  

u sed  f o r  th e  p u r p o s e .  I t  i s  thus  c l e a r  t h a t  th e  s c h e d u l e s  u s e d  

f o r  p r o f i t  d e c i s i o n s  w ere  b a s e d  on a c c o u n t i n g  i n f o r m a t i o n  ( e x c e p *  

t i n g  s c h e d u l e s  b e l o n g i n g  t o  t h e  o t h e r  c a t e g o r y ) .

6 . 4  P r o f i t  D e c i s i o n s  and C o n t r o l  A te a s

P r o f i t  d e c i s i o n s  a^d c o n t r o l  i n  th e  p r e s e n t  s t u d y ,  c o v e r  f o u r  

i m p o r t a n t  a r e a s  v i z . ,  ( 1 )  d e c i d i n g  s a l e s  t a r g e t  and s a l e  p r i c e ,  

( i i )  p r e d i c t i n g  c o s t  o f  p r o d u c t i o n ,  ( i i l )  e s t i m a t i n g  o p e r a t i n g  

e x p e n s e s  o r  o v e r h e a d s  and ( i v )  d e t e r m i n i n g  p r o f i t  t a r g e t s  w h ich  

were  t r e a t e d  a s  v a r i a b l e s  r e l a t e d  w i t h  t h i s  p a r t i c u l a r  f i n a n c i a l
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d e c i s i o n *  Tho management p r a c t i c e  o f  u s i n g  a c c o u n t i n g  i n f o r m a t i o n  i n  

t h e s s  f o u r  v a r i a b l e s  had been i n v e s t i g a t e d  i n  t h e  p r e s e n t  s e c t i o n  s i d e  

by s i d e  w i t h  d i s c u s s i o n  o f  t h e  s c h e d u l e s  as  r e q u i r e d  u n d e r  o p e r a t i n g

b u d g e t s  f o r  t h e  same a r e a s  o r  v a r i a b l e s *

6 . 4 . ( 1 )  D e c i d i n g  S a l e s  T a r g e t s  and S a l e  P r i c e

( a )  D e c i d i n g  S a l e s  T a r o e t i

The s a l e s  s c h e d u l e  c o n t a i n s  an e s t i o i a t e d  i n c o m e  o f  t h e  e x p e c t e d  

s a l e  p r o c e e d s  o f  t h e  v a r i o u s  p r o d u c t s .  The e x p e c t e d  s a l e  p r o c e e d s  o r  

t a r g e t s  a r e  u s u a l l y  a f f e c t e d  by t h e  volurae o f  p r o d u c t i o n  and a b i l i t y  

t o  s e l l  t h e  p r o d u c t s  i n  th e  m a r k e t .  Then t h e  a b i l i t y  t o  s e l l  i s  a l s o  

i n f l u e n c e d  by t h e  m a r k e t  c o n d i t i o n s  s u c h  as the  c u s t o m e r s *  demand f o r  

t h e  p r o d u c t s  a s  w e l l  as t h e i r  p u r c h a s i n g  p o w e r .  H owever ,  t h e  s a l e s

s c h e d u l e  I s  t h e  main b a s i s  f o r  p e r i o d i c  d e c i s i o n  r e g a r d i n g  s a l e  p r o «

c o e d s  b e c a u s e  p r a c t i c a l l y  all^ o t h e r  r e l a t e d  d e c i s i o n s  a r e  b a s e d  m a i n l y  

on I t * ^ ^  ^

In t h e  s e l ' e c t e d  n a t l o h ^ l i  s e d  . . i n d u s t r i e s ,  s a l e s  s c h e d u l e s  s h o w in g  

s a l e s  t a r g e t s  f i g u r e s  b o t h  i n  ^ a n t l t ^  and v a l u e  w ere  p r e p a r e d  and 

s o i t  t o  the  r e s p e c t i v e  c o r p o r a t i o n s  f o r  a p p r o v a l *  The s a l e s  t a r g e t s  

o r  e s t i m a t e s  w ere  u s u a l l y  made f o r  a f u l l  y e a r  d i v i d e d  on a m o n t h ly  

b a s i s *

V a r i o u s  f a c t o r s  o r  b a s e s  were  taken  I n t o  a c c o u n t  w h i l e  p r e p a 

r i n g  th e  s a l e s  s c h e d u l e s  t o  d e c i d e  s a l e s  t a r g e t s  f o r  t h e  s e l e c t e d  

i n d u s t r i e s *  The f o l l o w i n g  T a b le  -  6 * 4  e x h i b i t s  t h e  r e s p o n s e s  o f  t h e  

s t a p l e s  a s  r e g a r d s  c o n s i d e r a t i o n  o f  f a c t o r s  o r  b a s e s  i n  d e c i d i n g  

s a l e s  t a r g e t s #
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?06

R « s p o n 6 « s  o f  t h «  Samples r e g a r d i n g  the  F a c t o r s  o r  
B ases  C o n s i d e r e d  i n  D e c i d i n g  S a l « s  T a r g e t s

I Samples
i F a c t o r s  o r  B a s e s ' " —- . . , ^  
i C o n s i d e r e d  i n  D e c i d i n g  
( § a l e g  Tgrg^^t___

T------------ r
i  C o r p o r a *  1 E nter*
I tions i prises
i i

J__________ i_______

P r e v i o u s  Y e a rs*  S a l e s  F i g u r e s

P r e s e n t  and F u tu re  M arket  Trends  
(Home and A broad )

E x p e c te d  C o s t  o f  P r o d u c t i o n

Volume o f  P r o d u c t i o n

C o m p e t i t i v e  C o n s i d a r a t i o n  o f  
P r o d u c t s

C o r p o r a t i o n ' s  D i r e c t i v e s

17 20 37 ( 8 2 )

14 20 34 ( 7 5 )

14 l b 29 ( 6 4 )

12 12 24 ( 5 3 )

8 14 22 ( 4 9 )

7 11 18 ( 4 0 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

I t  i s  e v i d e n t  from th e  ^ b o y e  T a b le  t h a t  v a r i o u s  f a c t o r s  o r  

b a s e s  w ere  c o n s i d e r e d  i n  d e c i d i n g  s a l e s  t a r g e t s  shown in  o r d e r  o f  

Im p o r t a n c e  and among the  f a c t o r s  o r  b a s e s t  p r e v i o u s  y e a r ' s  s a l e s  

f i g u r e s  was o n l y  t r e a t e d  as  a c c o u n t i n g  w h i l e  o t h e r  r e m a in in g  f a c t o r s  

o r  b a s e s  were  t r e a t e d  as non<»account ing  i n f o r m a t i o n .  I t  i s  th u s  e v i 

d e n t  t h a t  n o n - a c c o u n t i n g  i n f o r m a t i o n  f a c t o r s  o r  b a s e s  w ere  h i g h l y  

used  i n  d e c i d i n g  t h e  s a l e s  t a r g e t s *

F u r t h e r  b a s e d  on T a b le  6 . 4 ,  th e  r e s p o n s e s  o f  t h e  s a m p le s  as 

r e g a r d s  the  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  o r  

b a s e s  c o n s i d e r e d  i n  d e c i d i n g  s a l e s  t a r g e t s  i n  th e  s e l e c t e d  n a t i o n a 

l i s e d  i n d u s t r i e s  are  shown i n  the  f o l l o w i n g  T a b le
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■LLfale...T . 6 , S

R e s p o n s e s  o f  t h e  Satnples r e g a r d i n g  th e  t x t e n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B ases  i n  

D e c i d i n g  S a l e s  T a r g e t s
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I F a c t o r s  o r  B ases  I n  I I
_ 5 ^ d i n g  S a l « s  T a r g e t ^  A c c o u n -  I Non-

I I t i n g  1 a c c o u n -
L e v e l s  1 I t i n g  i I

usfl______ :____ ____________________________ i I_____________ I
Le

isLi

T o t a l  1 L e v e l  o f
i S i g n i f i c a n c e

C o r p o r a t i o n s  17 ( 2 4 )  55 ( 7 6 )  72  ( lO O )  C h i - S q u « r «
• 0 . 0 8 1 8

E n t e r p r i s e s  ^  ( 2 2 )  72  ( 7 8 )  92 ( lO O )  N o t  S i g n i f i c a n t
a t  . 0 5  l e v * l

T o t a l  • 37 ( 2 3 )  127 ( 7 7 )  164 ( lOO)

( F i g u r e s  i n  b r a c k e t s  a re  column -  p e r c e n t a g e s ) .

From the  above  T a b le  i t  i s  c l e a r  t h a t  77 p e r c e n t  and 23 p e r c e n t  

o f  the  Sam ples  p e r c e i v e d  th e  f a c t o r s  o r  b ^ s e s  c o n s i d e r e d  i n  d e c i d i n g  

s a l e s  t a r g e t s  as r e l a t e d  t o  n o n - a c c o u n t i i ^  and a c c o u n t i n g  I n f o r n e t l o n  

r e s p e c t i v e l y *  Of the s a m p le s  a t  c o r p o r a t i o n  l e v e l ,  76  p e r c e n t  and 

24 p e r c e n t  v i e w e d  t h e  f a c t o r s  o r  b a s e s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  

and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y .  On t h e  o t h e r h a n d ,  o f  t h e  

e n t e r p r i s e  h e a d s ,  78 p e r c e n t  and 22 p e r c e n t  a l s o  v i e w e d  th e  same 

f a c t o r s  o r  b a s e s  o f  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o m a -  

t i o n  r e s p e c t i v e l y .  Of the  s a m p le s  who v i e w e d  t h e  same f a c t o r s  o r  

b a s e s  as r e l a t e d  t o  n o n - a c c o u n t i n g  i n f o r m a t i o n ,  57 p e r c e n t  and 43  p e r  

c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and t h e  s a m p le s  

a t  c o r p o r a t i o n  l e v e l  r e s p e c t i v e l y .  Then o f  th e  s a m p le s  who v i e w e d  

th e  same f a c t o r s  o r  b a s e s  as r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n ,  54 p e r  

c e n t  and 46 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r i e s  o f  e n t e r p r i s e  h e ad s  and 

c o r p o r a t i o n s  sam ples*
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I t  i s  t h u s  e v i d e n t  from the  o p i n i o n  o f  th e  sam pled  t h a t  n o n -  

a c c o u n t i n g  I n f o r m a t i o n  were  w i d e l ^ j^ o n s l d e r e d  In  d e c i d i n g  t h e  s a l e s  

t a r g e t  b o t h  a t  c o r p o r a t i o n  «nd e n t e r p r i s e  l e v e l s *  M o r e o v e r *  t h e r e  

s e e n e d  t o  be  no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h e  e x t e n t  o f  u s e  

o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  f o r  t h e  same p u r p o s e  and t h e  l e v e l  o f  

use  ( n o t  s i g n i f i c a n t  a t  , 0 5  l e v e l ) .  That I s ,  o p i n i o n  v a r i a t i o n  as 

r e g a r d s  t h e  e x t e n t  o f  u$e  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  I n f o r m a 

t i o n  in  d e c i d i n g  t h e  s a l e s  t a r g e t s  was i n d e p e n d e n t  o f  the v a r i a t i o n s  

i n  the  l e v e l s  o f  such  use  ( b o t h  c o r p o r a t i o n  and e n t e r p r i s e )  and t h u s ,  

r e s u l t i n g  In  u n e o o n o m i c a l  s a l e s  t a r g e t s  o r  f o r e c a s t s  u l t i m a t e l y  

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

s t u d y .

However,  t h e  e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  the  d e c i s i o n  r e g a r 

d ing  e s t i m a t e  o f  in co m e  e x o e c t e d  from t h e  s a l e  p r o c e e d s  o f  t h e  f i n i -
i! i ' _  - I « . I ' , --

- s h e d - p r o d u c t s  c o u l d  a l s o  be  e v a l u a t e d  f rom  t h e  f o l l o w i n g  T a b l e  6 * 6

showing the  o r i g i n a l  e s t i m a t e s  and th e  r e v i s e d  e s t i m a t e s  o r  smiles

as w e l l  a«  t h e  a c t u a l  s a l e s  o f  245  e n t e r p r i s e s  u n d e r  th e  s e l e c t e d

I n d u s t r i e s  f o r  the  p e r i o d  u n d e r  s t u d y ,  1 9 7 5 - 7 6  t o  1 9 7 9 - 8 0 .
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The o r i g i n a l  and the  r e v i s e d  b u d g e t  e s t i m a t e s  o f  s a l e s  and t h e  

a c t u a l  s d l e  p r o c e e d s  o f  a l l  th e  i n d u s t r i e s  showed no  s p e d  f i ; t r e n d  

f o r  the  p e r i o d  under  s t u d y .  I t  i $  o b s e r v e d  from t h e  a b o v e  T a b le  6 , 6  

t h a t  o n l y  i n  J u t e  I n d u s t r y  a c t u a l  s a l e s  f o r  a l l  the  p e r i o d s  had been 

h i g h e r  than the o r i g i n a l  and t h e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  s a l e s  

and i n  a l l  th e  re m a in in g  i n d u s t r i e s  t h e  a c t u a l  s a l e s  had been l o w e r  

than the o r i g i n a l  and th e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  s a l e s *

The i n c r e a s e  I n  a c t u a l  s a l e s  o v e r  th e  o r i g i n a l  and th e  r e v i s e d  

b u d g e t  e s t i m a t e s  o f  s a l e s  on th e  a v e r a g e ,  was Tk« 510 m i l l i o n  ( 1 4 . 0 5  

p e r c e n t )  and Tk,  12 n t i l l i o n  ( 0 . 2 9  p e r c e n t )  r e s p e c t i v e l y  i n  J u t e  

I n d u s t r y .  On t h e  o t h e r  hand,  the  a c t u a l  s a l e s  were l o w e r  than t h e  

o r i g i n a l  and t h e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  s a l e s  on t h e  a v e r a g e ,  

by Tk, 643  m i l l i o n  ( 2 3 . 1 9  p e r c e n t )  and Tk. 365 m i l l i o n  ( 1 4 . 6 2  p e r  

c e n t )  r e s p e c t i v e l y  In  C o t t o n  T e x t i l e  I n d u s t r y }  by Tk. 7 3  r a l l l i o n  

( 3 . 3 3  p e r c e n t )  and Tk. 223  m i l l i o n  ( 1 0 . 8 5 , p e r c e n t )  r e s p e c t i v e l y  i n  

Sugat and Food I n d u s t r y ^  by Tk. 589 m i l l i o n  ( 2 4 . 9 7  p e r c e n t )  and 

Tk. 4 9 3  r a l l l i o n  ( 2 1 . 7 8  p e r c e n t )  r e s p e c t i v e l y  i n  S t e e l  and E n g i n e e r 

in g  I n d u s t r y  and by Ht, 603  m i l l i o n  ( 2 4 . 1 4  p e r c e n t )  and Tk. 454 

f B i l l i o n  ( 1 9 . 3 3  p e r c e n t )  i n  C h e m ica l  and F e r t i l i z e r  I n d u s t r y .

J u t e  I n d u s t r y  i s  an e x p o r t - o r i e n t e d  i n d u s t r y  and f o r e i g n  s a l e s  

o f  j u t e  p r o d u c t s  c o n s t i t u t e d  96 p e r c e n t  o f  i t s  t o t a l  s a l e s .  As s u c h ,  

the  s a l e s  f o r e c a s t s  m ig h t  be c o r r e c t  i n  J u t e  I n d u s t r y .  But l o c a l  

s a l e s  o f  p r o d u c t s  o t h e r  than t h o s e  o f  J u t e  I n d u s t r y  were  s u b j e c t  t o  

c o n s t a n t  c h a n g e s  and the main r e a s o n s  f o r  l o w e r  s a l e s  o f  th e  p r o d u c t s  

a i g h t  be i d e n t i f i e d  as  the  low  u s e  o f  p r e v i o u s  y e a r s  a c c o u n t i n g  

i n f o r m a t i o n  In  making a c c u r a t e  s a l e s  f o r e i a s t *  l o w e r  p r o d u c t i o n  than 

t a r g e t e d  p r o d u c t i o n ,  f l u c t u a t i o n s  In  hotae c o n s u m p t i o n ,  e t c *
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(b) D,ftc 1 dinq $.eJLilQa_Prlce»

Having d e t e r m i n e d  t h e  s a l e s  t a r g e t s  t h e  s e l l i n g  p r i c e  o f  p r o d u c t s  

was f i x e d .  C e r t a i n  a u t h o r i t i e s  were a l s o  i n v o l v e d  i n  t h e  p r o c e s s  o f  

d e c i d i n g  p r i c e s  o f  t h e  p r o d u c t s .  The f o l l o w i n g  T a b le  -  6 « 7  e x h i b i t s  

the  r e s p o n s e s  o f  t h e  s a m p le s  a s  r e g a r d s  t h e  v a r i o u s  a u t h o r i t i e s  

i n v o l v e d  i n  t h e  p r i c e s  o f  t h e  p r o d u c t s  o f  t h e  s e l e c t e d  n a t i o n a l i s e d  

i n d u s t r i  e s «

l a b U - S  A t l

R e s p o n s e s  o f  th e  Safflples r e g a r d i n g  t h e  A u t h o r i t i e s  
f o r  Taking P r i c e  D e c i s i o n

\
| A u t h o r i t i e s  f o r  
j p r i c e  D e c i s i o n

C o n ce r n e d  M i n i s t r i e s   ̂ 17  ̂ 19 36 ( 8 0 )

C o r p o r a t i o n ' s  Board o f  D i r e c t o r s  14 15 29 ( 6 4 )

E n t e r p r i s e ' s  L o c a l  ManaQement 11 — 7 18 ( 4 0 )

211

( F i g u r e s  i n  b r a c k e t s  a re  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) '

The a b o v e  T a b le  shows t h a t  t h r e e  a u t ' o r i t i e s  w ere  i n v o l v e d  i n

t h i s  r e g a r d .  Of then c o n c e r n e d  M i n i s t r i e s  p l a y e d  t h e  m a j o r  r o l e  i n
22th e  f i x a t i o n  o f  p r i c e s  f o r  the  n a t i o n a l i s e d  i n d u s t r i e s .  P r i c e  

a p p r o v a l  wa* g i v e n  by t h e  C o u n c i l  o f  M i n i s t e r s .  C o n c e r n e d  M i n i s t r y  

i n  c o n s u l t a t i o n  w i th  t h e  Board  o f  D i r e c t o r s  o f  t h e  r e s p e c t i v e  c o r p o 

r a t i o n s  used  t o  d e c i d e  th e  s e l l i n g  p r i c e  o f  the  p r o d u c t s .  There  was 

a l s o  a p r i c e  f i x a t i o n  c o m m it t e e  a t  th e  c o r p o r a t i o n  l e v e l  w h ich  In

ISLAM, NURUL, P e v e l o a a e n t  P l a n n i n g  i n  Bangl a d e s h  t a S t u d y . I n  
P o l i t i c a l  Economy.  U n i v e r s i t y  P r e s s  L i m i t e d ,  D a c c a ,  B a n g l a d e s h ,  
1979 ,  p . 2 2 9 .
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c o n s u l t a t i o n  w i t h  t h «  e n t * r p r i a « ’ »  l o c a l  management  u se d  t o  recommend 

th e  p r i c e  t o  i t s  Board o f  D i r e c t o r s *  B a n g la d e s h  Bank was a l s o  con 

s u l t e d  i n  some cases f o r  p r i c e  f i x a t i o n *  But t h e r e  was some e x c e p *  

t i o n  i n  t h e  a b o v e  p r o c e s s  o f  p r i c e  f i x a t i o n  i n  th e  c a s e  o f  J u t e  p r o 

d u c t s  i n  which  c a s e  the  i n t e r n a t i o n a l  m arket  s i t u a t i o n  p l a y e d  t h e  

p i v o t a l  r o l e *

T h e o r e t i c a l l y *  the  s a l e  p r i c e  o f  the p r o d u c t s  i n  a n a t i o n a l i s e d  

e n t e r p r i s e  s h o u l d  be f i x e d  on t h e  b a s i s  o f  m a r g i n a l  c o s t  o f  p r o d u c t i o n
23

which  e n s u r e s  maximum u t i l i z a t i o n  o f  th e  f a c t o r s  o f  p r o d u c t i o n .

But V a r i o u s  f a c t o r s  o r  b a s e s  w ere  tak en  i n t o  c o n s i d e r a t i o n  w h i l e  

d e c i d i n g  t h e  s a l «  p r i c e  o f  th e  f i n i s h e d  p r o d u c t s  o f  t h e  s e l e c t e d
24

n a t i o n a l i s e d  i n d u s t r i e s .  The f o l l o w i n g  T a b l e  6*8 a l s o  e x h i b i t s
__ I

th e  r e s p o n s e s  o f  the  sam ples  as  r e g a r d s  c o n s i d e r a t i o n  o f  v a r i o u s  

f a c t o r s  o r  b a s e s  i n  d e c i d i n g  t h e  s a l e  p r i c e *

t12

23 SHUXLA, M . C . ,  P y o b l ^ t  ftf .Pyb l lc , , .  ^ t f i r p ^  ggg,
In d i  a .  S. Chand and C o . ,  D e l h i ,  1959 ,  p * 1 9 l .

C f , ,  SOBHAN, REHMaN and AHMED, MUZAFFER, P u b l i c  E n t e r p r i s e  In  
■a.nd . I n t e r m e d i a t e  Regjrae i A Study i n  t h e  P o l i t i c a l  Econotav o i .  
B a n g l a d e s h , o p . c i t . ,  p p . 4 7 6 - 4 8 4 .
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R e s p o n s e s  o f  the  Samples  r e g a r d i n g  Bases  o r  F a c t o r s  
C o n s i d e r e d  In  D e c i d i n g  P r o d u c t  P r i c e s

Table -  6*8

iBases  o r  
i F a c t o r s  f o r  P r o d u ^  
|P rU ^  Pe<;l^l9n:

Samples T ----------------------
1 Co r p o r a -  
1 t i o n s

J ____________

T -------------------
i E n t e r -  
I p r i  s es
Hi ■■■ I I

T -------------------
I T o t a l
I

J _______
C o s t  o f  P r o d u c t i o n  and C o s t  o f

Sal es 18 19 37 ( 8 2 )

Market  S i t u a t i o n 16 20 36 ( 8 0 )

C o r p o r a t i o n s  o r  M i n i s t e r i a l  
Dl r e c t i v e s 13 16 29 ( 6 4 )

»
T o t a l  C o s t  p l u s  Mark-up 9 17 26 ( 5 8 )

Volume o f  S a l e s 10 9 19 ( 4 2 )

P u r c h a s i n g  Power  o f  Cus t ome r s 10 8 18 ( 4 0 )

P r i c i n g  T a c t i c s * 7 10 17 ( 3 8 )

Imp or t  P r i c e  o f  Raw M a t e r i a l s 4 5 9 ( 2 0 )

C o m p e t i t i v e  P r i c e  o f  o t h e r  P r o d u c t s 3 5 8 ( 1 8 )

O t h e r s *  Vtorld Demand, P r i c e  o f  Same 
P r o d u c t s  i n  Ot he r  C o u n t r i e s ,

6 6 12 ( 2 7 )

P r i c e  o f  S y n t h e t i c  o r  Subs
t i t u t e  P r o d u c t s ,  P l a n t  Capa
c i t y ,  I n v e n t o r y  Po s i  t i o n ,  e t c .

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

*Notes  t 1* For  the  p u r p o s e  o f  d e t e r m i n a t i o n  o f  s e l l i n g  p r i c e s  o f
p r o d u c t s ,  t he  method o f  t o t a l  c o s t  p l u s  mark up I s  g e n e 
r a l l y  f o l l o w e d .  A f t e r  t he  p r o d u c t - w i s e  c o s t s  a r e  c a l c u 
l a t e d ,  a mark-up p e r c e n t a g e  r a n g i n g  f rom 2^ p e r c e n t  t o  
10 p e r c e n t  on c o s t s  i s  added  f o r  d e t e r m i n i n g  the s e l l i n g  
p r i c e  ( e x c l u d i n g  the  s a l e s  t a x e s  ai^d e x c i s e  d u t i e s  I f  any }*

2 .  Based on t h e  v a r i a b l e  c o s t s  p l u s  c o n t r i b u t i o n  m ar g i n  a t  
t he  r a t e s  d e p e n d i n g  on t he  p a r t i c u l a r  s i t u a t i o n  s uch  as  
e x p o r t  o f f e r  f o r  the  f i r s t  t i m e ,  c o m p e t i t o r s '  p r i c e s ^ e t c ,

( S o u r c e i  O f f i c e  R e c o r d s  o f  the  S e l e c t e d  C o r p o r a t i o n s ) *
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The a b o v e  T a b le  shoves the  f a c t o r s  t n  o r d e r  o f  i m p o r t a n c e  and 

afliong the  f a c t o r s  c o n s i d e r e d  i n  p r i c e  f i x a t i o n ,  c o s t  d a t a  o f  p r o *  

d u c t 9 «  t o t a l  c o s t  p l u s  matlc-up and c o s t  a n a l y s i s  r e p o r t s  mere t r e a 

t e d  as a c c o u n t i n g  w h i l e  m a r k e t  s i t u a t i o n *  vo lu iae  o f  s a l e s ,  p r i c i n g  

t a c t i c s ,  p u r c h a s i n g  p o w e r  o f  c u s t o m e r s ,  c o r p o r a t i o n  o r  M i n i s t e r i a l  

d i r e c t i v e s  and o t h e r s  l i k e  w o r l d  demand, p r i c e  o f  same p r o d u c t e  In

o t h e r s  c o u n t r i e s ,  p r i c e  o f  s y n t h e t i c  o r  s u b s t i t u t e s  p r o d u c t s ,  e t c *
f a c t o r s *

were  t r e a t e d  as n o n -a c c o u n t in g   ̂ I t  i s  thus  e v i d e n t  t h a t  a l th ou g h  

b o th  a c c o u n t in g  and non-aCCounting f a c t o r s  w e re  taken i n t o  a c c o u n t  

w h i le  f i x i n g  up the  p r o d u c t - p r i c e ,  y e t  f a c t o r s  r e l a t e d  w ith  n o n -  

a ccou n t in g  i n f o r t s a t i o n  were s i g n i f i c a n t l y  u s e d  f o r  the p u r p o s e -

214

Based on T a b le  6 . 8 ,  the  r e s p o n s e s  o f  the  s a m p le s  as  r e g a r d s  

t h e  e x t e n t  o f  a c c o u n t i n g  and n o n * a c c o u n t i n g  b a s e s  o r  f a c t o r s  c o n s i 

d e r e d  i n  d e c i d i n g  the  s e l l i n g  p r i c e  o f  p r o d u c t s  i n  the n a t i o n a l i s e d  

i n d u s t r i e s  a re  a l s o  p r e s e n t e d  i n  t h e  f o l l o w i n g  T a b le  6 . 9 t

R e s p o n s e s  o f  the  Sa^iples r e g a r d i n g  th e  E x te n t  o f  Accoun* 
t i n g  and N o n - A c c o u n t l n g  B ases  o r  F a c t o r s  i n  D e c i d i n g  

S e l l i n g  P r i c e  o f  P r o d u c t s

{ F a c t o r s  C o n s i d e - I T ...... ............! ................ } I
1 red  i n  P r i c e 1 Accoun* 1 Non-  I T o t a l  1 L eve l  o f 1
iL e v e l s  F i x a t i o n 1 t i n g l a c c o u n t i n ^ i S i g n i f i c a n c e 1
l o f  Use \ I 1 1 *

C o r p o r a  t i o n 26 ( 30) 62  ( 7 0 ) 88 ( 1 0 0 ) C h i -S q u a r e
-  3 . 4 2 6

Enterp r l  s e s 50 ( 4 2 ) 69 ( 5 8 ) U 9  ( 1 0 0 ) S ig n i  f i  Cant
a t  , 0 5  l e v e l

T o t a l  t 76  ( 3 7 ) 131 ( 6 3 ) 207 ( 1 0 0 )

( F i g u r e s  In  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) <
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From the  abov e  Tab le  I t  i s  e v i d e n t  t h a t  63  p e r c e n t  o f  th e  

sam ples  v i e w e d  the  f a c t o r s  c o n s i d e r e d  i n  p r i c e  f i x a t i o n  as  r e l a t e d  

t o  n o n - a c c o u n t i n g  i n f o r f f l a t i o n  w h i l e  37 p e r c e n t  o f  them v i e w e d  the  

f a c t o r s  as  r e l a t e d  to  a c c o u n t i n g  i n f o r m a t i o n .  Of t h e  s a m p le s  a t  

c o r p o r a t i o n  l e v e l *  70 p e r c e n t  and 30 p e r c e n t  v i e w e d  the same f a c 

t o r s  as  r e l a t e d  to  n o n - a c c o u n t i n g  and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c 

t i v e l y  w h i l e  on the  o t h e r  hand ,  o f  the  e n t e r p r i s e  h e a d s ,  58 p e r c e n t  

and 42  p e r c e n t  p e r c e i v e d  the  f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  

and a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y *  Then,  o f  the  s a m p le s  who 

v i e w e d  the  f a c t o r s  as r e l a t e d  t o  n o n - a c c o u n t i n g ,  53  p e r c e n t  and 47 

p e r c e n t  b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  h ead s  and c o x p o r a -  

t i o n s *  s a m p le s  r e s p e c t i v e l y ,  w h i l e  on th e  o t h e r  hand ,  o f  the  s a m p le s  

who v i e w e d  the  f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g ,  66 p e r c e n t  and 34 

p e r c e n t  b e l o n g e d  to  the  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and c o r p o r a 

t i o n s *  s a m p le s  r e s p e c t i v e l y ,
«

I t  i s  th u s  c l e a r  from th e  o p i n i o n  o f  the r e s p o n d e n t s  t h a t  t h e r e
I h

had been h ig h  use o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  In  f i x a t i o n  o f  p r o 

d u c t  p r i c e s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *  M o r e o v e r ,  

t h e r e  seemed t o  be s i g n i f i c a n t  r e l a t i o n s h i p  betw een  th e  e x t e n t  o f  

use  o f  n o n - a c c o u n t i n g  i n f o r m a t i o n  f o r  the  same p u r p o s e  and t h e  l e v e l s  

o f  use  ( s i g n i f i c a n t  a t  *05 l e v e l ) *  That i s ,  t h e  o p i n i o n  v a r i a t i o n  

as r e g a r d s  the  e x t e n t  o f  use  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r *  

m at ion  i n  f i x i n g  up the  p r o d u c t - p r i c e s  was n o t  i n d e p e n d e n t  o f  t h e  

v a r i a t i o n  i n  the  l e v e l s  o f  such  u s e  ( b o t h  c o r p o r a t i o n  and e n t e r p r i s e )  

and thus  r e s u l t i n g  i n  the  d e f e c t i v e  p r o d u c t  p r i c e s  a f f e c t i n g  t h e  

v e r y  p r o f i t a b i l i t y  o f  the  s e l e c t e d  i n d u s t r i e s *

215
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The p r i c e  f i x a t i o n  a u t h o r i t i e s  a l s o  m a i n t a i n e d  c e r t a i n  o b j e c 

t i v e s  b e h i n d  p r i c i n g  p o l i c i e s  i n  the  s e l e c t e d  i n d u s t r i e s *  The o b j e c 

t i v e s  as s t a t e d  by the  s a m p le s  a re  shown i n  the  f o l l o w i n g  T a b le  6 « 1 0 «

T a b H  -

R e s p o n s e s  o f  the  Samples r e g a r d i n g  O b j e c t i v e s  
Behind  P r i c i n g  P o l i c i e s

216

i O b j e c t i v e s  
1 o f  P r i c i n g

Samples I C o r p o r a -  
I t i o n s

Reduc ing  C o s t s 15 14 29 ( 6 4 )

I n c r e a s i n g  P r o f i t s  o r  
Reducing  L o s s e s 12 15 27 ( 6 0 )

I n c r e a s i n g  S a l e s 11 15 26 ( 5 8 ) -

M ax im iz in g  F o r e i g n  Exchange 
E arn ings

_  II I, j

10 13
I ,

23  ( 5 1 )

O f f e r i n g  Custom ers*  S e r v i c e s 14 j, ,

' 1

21 ( 4 7 ) i[
O t h e r s i  I n c r e a s i n a  Share o f  

B a n g la d e s h  i n  the  
World  Market*  e t c *

3 4 7  ( 1 5 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) .

The above  T a b le  e x h i b i t s  the  o b j e c t i v e s  i n  o r d e r  o f  I m p o r t a n c e .  

Of the  i d e n t i f i e d  o b j e c t i v e s  b e h in d  p r i c i n g  p o l i c i e s *  r e d u c i n g  c o s t s f  

i n c r e a s i n g  p r o f i t s  and r e d u c i n g  l o s s e s  were  term ed  as a c c o u n t i n g  

» h i l e  i n c r e a s i n g  s a l e s *  o f f e r i n g  c u s to m e r s *  s e r v i c e  and e a r n i n g  

f o r e i g n  e x c h a n g e  were  t r e a t e d  as n o n - a c c o u n t i n g  d i m e n s i o n s .  I t  i s  

thus  c l e a r  t h a t  o b j e c t i v e s  b e h i n d  p r i c i n g  p o l i c i e s  were more r e l a t e d  

w i th  a c c o u n t i n g  i n f o r m a t i o n  than w i th  n o n - a c c o u n t i n g  ^ i n f o r m a t l o n .
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Basad on th« Table 6 ,1 0 t  the responses  o f  the samples as regards 

the extent  o f  accounting and non -account ing  o b j e c t i v e s  behind p r i c i n g  

p o l i c i e s  in  the s e l e c t e d  i n d u s t r i e s  are shown in  the f o l l o w in g  

Table 6 , l i t

Table -  6 .11

R e s p o n s e s  o f  th e  S a n p le s  r e g a r d i n g  E x t e n t  o f  A c c o u n t i n g  
and N o n - A c c o u n t i n g  D im e n s io n s  o r  O b j e c t i v e s  Eahind

P r i c i n g  P o l i c i e s

217

I O b j e c t i v e s  B e h i n d  1 I I
r i c i n g  p o l i c i e s !  A c c o u n -  I N on-  I 

t t i n g  I a c c o u n -  1
i i t i n g  I

{ L e v e l s  I l l

T
T o t a l Level o f  

S i g n i f  i  c a n c e

C orporat ions  

Enterpri ses  ~ 

T o ta l !

38 (! »8 )  27 ( 4 2 )  65  ( 1 0 0 )  C h i - S q u a r e
-  0 , 5 5 0

44 ( 6 5 )  24 ( 3 5 )  63 ( lO O )  N o t  S i g n i f i c a n t
a t  . 0 5  l e v e l

f ' I
82  ( 62  ) 51 (3 8 ) l ,  133 ( lOO )

( F i g u r e s  i n  b r a c k e t s  a t e  c o l u m n - p e r c e n t  a g e s ) '

From the  above  T a b le  i t  i s  seen  t h a t  62  p e r c e n t  o f  t h e  s a m p le s  

o p i n e d  t h e  o b j e c t i v e s  b e h in d  p r i c i n g  p o l i c i e s  as  r e l a t e d  t o  a c c o u n 

t i n g  i n f o r m a t i o n  w h i l e  38 p e r c e n t  o f  theta o p i n e d  the  san e  o b j e c t i v e s  

as r e l a t e d  to  n o n - a c c o u n t i n g  i n f o r m a t i o n .  Of th e  s a n p l e s  a t  c o r p o r a 

t i o n  l e v e l *  58 p e r c e n t  and 42  p e r c e n t  v i e w e d  t h e  s a a e  o b j e c t i v e s  a s  

r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y  

w h i l e  o f  th e  e n t e r p r i s e s  h e a d ,  65  p e r  c e n t  and 35 p e r c e n t  v i e w e d  t h e  

same o b j e c t i v e s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a *  

t i o n  r e s p e c t i v e l y .  Then on t h e  o t h e r  han d ,  o f  th e  s a m p le s  who v i e w e d  

th e  o b j e c t i v e s  as  r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n ,  54 p e r c e n t  and 

46  p e r c e n t  b e l o n g e d  to  the  c a t e g o r i e s  o f  e n t e r p r i s e  h e ad s  and

Dhaka University Institutional Repository



c o r p o r a t i o n s *  sa m p le s  r e s p e c t i v e l y ^  wthile o f  t h e  s a m p le s  who v i e w e d  

the  o b j e c t i v e s  as  r e l a t e d  to  n o n - a c c o u n t i n g  i n f o m a t i o n ,  53  p e r c e n t  

and 47 p e r c e n t  b e l o n g e d  to  t h e  c a t e g o r i e s  o f  c o r p o r a t i o n s *  s a m p le s  

and e n t e r p r i s e  head s  M ^ e c t i v e l y .  _  ___

I t  i s  th u s  e v i d e n t  from the  o p i n i o n  o f  t h e  r e s p o n d e n t s  t h a t  

t h e r e  had been h ig h  u s e  o f  a c c o u n t i n g  i n f o m a t i o n  i n  f i x i n g  o b j e c 

t i v e s  o f  p r i c i n g  p o l i c i e s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *  

M o r e o v e r ,  t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h e  e x t e n t  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i x i n g  o b j e c t i v e s  f o r  t h e  same p u r p o s e  

and the  l e v e l  o f  such use  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That  i s »  

the  o p i n i o n  v a r i a t i o n  as r e g a r d s  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  and 

n o n - a c c o u n t i n g  i n f o r m a t i o n  i n  f i x i n g  o b j e c t i v e s  o f  p r i c i n g  p o l i c i e s  

o f  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  was i n d e p e n d e n t  o f  t h e  

v a r i a t i o n  i n  th e  l e v e l s  o f  u s e  ( b o t h  c o r p o r a t i o n  and e n t e r p r i s e ) .  ,

srf8

l t - W « s  a l s o  o b s e r v e d  t h a t  c e r t a i n  p r o b l e m s  were  f e l t  due t oI ■ 1 ~  ' I I ,
f i x a t i o f  ^ a l e  p r i c e ^ o f  f i n i s h e d  p r o d u c t s  by t h e  c o n c e r n e d  w i n i s - ,  

t r i e s  and the  c o r p o r a t i o n s .  The f o l l o w i n g  T a b le  6 . 1 2  e x h i b i t s  th e  

r e s p o n s e s  o f  t h e  sa m p le s  as  r e g a r d s  th e  p r o b l e m s  o f  p r i c e  f i x a t i o n  

by the  c o n c e r n e d  a u t h o r i t i e s *
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t tesponses  o f  the  Samples r e g a r d i n g  Problef f ls  o f  
P r i c e  F i x a t i o n  by th e  C o n ce r n e d  A u t h o r i t i e s

T able  > 6 .1 2

P r o b le m s  o f  P r i c e  
FI x a t i o n

T
i  E n te r*  

p r i  e e s

1
T o t a l  I

P r i c e  o f  A l t e r n a t i v e  o r  S u b s t i t u t e  
P r o d u c t s  Not  F u l l y  C o n s i d e r e d 8 10 18 ( 4 0 )

C o s t  o f  P r o d u c t i o n  N ot  F u l l y  C o v e r e d 9 7 16 ( 3 5 )

A c tu a l  F i n a n c i a l  P r o f i t a b i l i t y  o f  
th e  E n t e r p r i s e s  O v e r l o o k e d 7 8 l b ( 3 3 )

S o c i a l  C o n s i d e r a t i o n  Taken I n t o  
A c c o u n t  F u l l y 7 7 14 ( 3 1 )

F r e q u e n t  P r i c e  F l u c t u a t i o n s  a t  H^me 
and Abroad N ot  F u l l y  C o n s i d e r e d 4 7 11 ( 2 4 )

C o m p e t i t i v e  C o n s i d e r a t i o n  o f  P r o d u c t s  
Not  G iven  E f f e c t  t o 6 4 10 ( 2 2 )

Lack o f  K nowledge  a b o u t  fleal  S i t u a 
t i o n - 6 6 ( 1 3 )

Commercial  C o n s i d e r a t i o n  I g n o r e d ■5 5 1 b
1 ( 1 1 )

O t h e r s !  D e lay  i n  F i x a t i o n .  U n s t a b l e  
Economy o f  th e  C ou ntry*  Duty 
and Tax A n om a l ies*  N e g l e c t  o f  
C u s t o m e r ' s  S e r v i c e s *  Uncer 
t a i n t y  o f  Demand and 5 u p p l y » e t c *

4 4 ( 9 )

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  saraples)^

The abov e  T a b le  shows th e  p r o b l e m s  as  i d e n t i f i e d  by the  s a m p le s  

i n  o r d e r  o f  i m p o r t a n c e ,  ^ o n g  the  p r o b le in s »  n o n « c o n s i d e r a t i o n  o f  c o s t  

o f  p r o d u c t i o n  and f i n a n c i a l  p r o f i t a b i l i t y  o f  th e  e n t e r p r i s e s  w ere  

t r e a t e d  as  a c c o u n t i n g  w h i l e  c o m p e t i t i v e n e s s *  a l t e r n a t i v e  o r  s u b s t i t u t e  

p r o d u c t s *  p r i c e *  f r e q u e n t  cha nges  i n  p r i c e s *  s o c i a l  c o n s i d e r a t i o n  and 

i n a d e q u a t e  o r  l a c k  o f  k n o w le d g e  a b o u t  r e a l  s i t u a t i o n  v^ere c o n s i d e r e d
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as b e i n g  r e l a t e d  t o  n o n - a c c o u n t i n g  d i m e n s i o n s .  I t  i s  th u s  e v i d e n t  t h a t  

p r o b l e m s  m e n t i o n e d  a b o v e  w ere  r e l a t e d  Vkl th b o t h  a c c o u n t i n g  and no n *  

a c c o u n t i n g  d i m e n s i o n s  o f  w h ich  n o n - a c c o u n t i n g  d i m e n s i o n s  g o t  p r o m i n e n c e  

o v e r  th e  a c c o u n t i n g  o n e s .

6 . 4 ( 1 1 )  D e c i d i n g  C o s t  o f  P r o d u c t i o n

The p r o d u c t i o n  s c h e d u l e  r e p r e s e n t s  an e s t i m a t e d  quanturo o f  g o o d s  

t o  be m a n u f a c t u r e d  d u r i n g  a p a r t i c u l a r  p e r i o d  u s u a l l V t  a b u d g e t e d  

p e r i o d .  The c r i t e r i a  c o n s i d e r e d  i n  p r e p a r i n g  th e  p r o d u c t i o n  s c h e d u l e  

a r e  e s t i m a t e d  s a l e s  and e x p e c t e d  I n v e s t m e n t  I n  raw m a t e r l a l s t  w o r k - i n -  

p r o c e s s  and f i n i s h e d  i n v e n t o r i e s  f o r  t h e  b u d g e t e d  p e r i o d *  In t h i s  

c o n n e c t i o n ,  a n o t h e r  s c h e d u l e  named as c o s t  o f  p r o d u c t i o n  s c h e d u l e  a l s o  

shows an e s t i m a t e  o f  t h e  c o s t  o f  p r o d u c t i o n  e m b r a c in g  a l l  p r im e  c o s t s  

p l u s  f a c t o r y  o v e r h e a d  e x p e n s e s  o f  t h e  e s t i m a t e d  quantum o r  vo lu m e  o f -I' - ' ' ' ‘ I I I  _ . 1 <
tl ‘ ' li • 

g o o d s  t h a t  w o u ld  be  m a n u f a c t u r e d  I n  t h e  b u d g e t e d  p e r i o d *  The p r o d u c t i o n

s c h e d u l e  i s  an i m p o r t a n t  t o o l  f o r  d e c i  s lon -n )a lc in9»  c o o r d i n a t i o n  a>^d
25c o n t r o l .  I t  e s t a b l i s h e s  the  b a s i s  f o r  d e c i d i n g  t h e  vo lu m e  o f  manu

f a c t u r e d  g o o d s *  As s u c h ,  th e  p r o d u c t i o n  s c h e d u l e  i s  t r e a t e d  as  g u i d e  

l i n e s  f o r  p r o d u c t i o n .  I n v e n t o r i e s ,  p r o d u c t i o n  c o s t s  a «d  manpower In  

t h e  f a c t o r y .

In  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  o f  B a n g l a d e s h ,  p r o d u c t i o n  

s c h e d u l e  and c o s t  o f  p r o d u c t i o n  s c h e d u l e  showing  the  e s t i m a t e d  quan

tum o f  g o o d s  t o  be  m a n u fa c t u r e d  and th e  c o s t  o f  m a n u f a c t u r i n g  t h e

2S0

JiOOR, FRANKLIN and JA8LUSKI, RONALD, P r o d u c t i o n  C o n t r o l .  M acgraw -
H i l l  Boole C o . ,  I n c * ,  New York 1 9 6 9 ,  p . 18*

BU: '̂FA, E . S . ,  P r o d u c t i o n  I n v e n t o r y  S va te a  » P la n n i n g  and C o n t r o l .  
R ichard  l). I r w i n  N i n e * ,  Homewood, I l l i o n b i s ,  1 9 6 8 ,  p * 63*
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p r o d u c t s  r e s p e c t i v e l y  were p r e p a r e d  and s e n t  t o  the  r e s p e c t l v o  

c o r p o r a t i o n  m o n th ly *  E s t i m a t e s  f o r  f u l l  one y e a r  d i v i d e d  on  a 

m o n th ly  b a s i s  w ere  shown i n  t h e  s c h e d u l e s .

V a r i o u s  f a c t o r s  o r  b a s e s  w ers  i n t o  c o n s i d e r a t i o n  whll tt  d e c i d i n g  

c o s t  o f  p r o d u c t i o n  i n  the  e n t e r p r i s e s  u n d e r  s e l e c t e d  i n d u s t r i e s * T h e  

f o l l o w i n g  T a b le  6 . 1 3  e x h i b i t s  t h e  r e s p o n s e s  o f  the  s a m p le s  a s  r e g a r d s  

the f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e c i d i n g  c o s t  o f  p r o d u c t i o n !

221

T a b u  -  6 . 1 3

R e s p o n s e s  o f  t h e  Samples r e g d t d i n g  F a c t o r s  o r  B ases  
C o n s i d e r e d  i n  D e c i d i n g  C o s t  o f  P r o d u c t i o n

SaiBples

I F a c t o r s  o r  Bases  
I C o n s i d e r e d  I n  D e c i d i n g  
t - C o s t  o f  P

I----------- r
I C o r p o r a *  I E n t e r -  
i t i o n s  I p r i s e s  

‘ [
L

T o t a l

' I ' 11 ■ ' t 1 j
P a s t  R e c o r d s  R e l a t i n g  t o  C o s t  o f „ II

G oods  P r o d u c t s 15 22 37 ( 8 2 )

P a s t  Volume o f  P r o d u c t i o n U 18 29 ( 6 4 )

Market  Trends  ( P r e s e n t  and F u t u r e )  
i f e l a t i n g  t o  C o s t - E I e m e n t s 10 15 25 ( 5 5 )

Im p o r t  P r i c e  o f  Raw M a t e r i a l s 8 14 22 ( 4 9 )

P r i c e  o f  S y n t h e t i c  o r  S u b s t i t u t e  
Pro d u c t s 7 12 19 ( 4 2 )

Elates o f  D u t i e s  and Taxes 2 10 12 ( 2 7 )

( F i g u r e s  In  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l number  o f  s a m p l e s )

The abov e  T a b l e  shows the  v a r i o u s i f a c t o r s o r  b a s e s eon s i d e r e d

i n  d e c i d i n g  c o s t  o f  p r o d u c t i o n  I n  o r d e r  o f  p r e f e r e n c e .  Of t h e  f a c 

t o r s  o r  b a s e s  c o n s i d e r e d  f o r  d e c i d i n g  the  c o s t  o f  p r o d u c t l o n »  p a s t  

r e c o r d s  r e l a t i n g  t o  c o s t  o f  p r o d u c t s  m a n u f a c t u r e d ,  I t s p o r t  p r i c e  o f  

raw m a t e r i a l s  and p r i c e  o f  s y n t h e t i c  o r  s u b s t i t u t e  p r o d u c t s  w ere
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t r e a t e d  as  a c c o u n t i n g  K h i l e  p a s t  vo lum e o f  p r o d u c t l o n i  m a r k e t  

t r e n d s  r e l a t i n g  t o  c o s t - e l e r o e n t s  and r a t e s  o f  d u t i e s  and t a x e s  w ere  

t r e a t e d  a s  n o n - a c c o u n t i n g  i n f o r m a t i o n .  I t  i s  t h u s  e v i d e n t  t h a t  

b o t h  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  were u s e d  I n  d e c i d i n g  

th e  c o s t  o f  p r o d u c t i o n ,  o f  them a c c o u n t i n g  i n f o r m a t i o n  w ere  h i g h l y  

u se d  f o r  th e  p u r p o s e *

Based on T a b le  6 . 1 3 «  the  r e s p o n s e s  o f  t h e  sa<nples a s  r e g a r d s  

t h e  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  o r  b a s o s  c o n s i 

d e r e d  i n  d e c i d i n g  c o s t  o f  p r o d u c t i o n  i n  th e  s e l e c t e d  n a t i o n a l i s e d  

i n d u s t r i e s  a r e  sho»n  i n  the  f o l l o w i n g  T a b le  6 . l 4 t

222

T a b l e  -  6 .U

R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a ses  

C o n s i d e r e d  i n  D e c i d i n g  C o s t  o f  P r o d u c t i o n

I F a c t o r s  o r  B ases  in T_ — ~ n r
e c i d i n g  C o s t  o f  £ A c c o u n - 1  N on -  I 

I P r o d u c t i o n  | t i n g  U c c o u n t i n ^
1
{ L e v e l s i

-------------------F * ---------------------------1
T o t a l  i L e v e l  o f  1 

i S i g n l f i c a n t e  I

I “  1

C o r p o r a t i o n s 30 ( 5 7 ) 23 ( 4 3 ) 53  ( 1 0 0 ) C h i -S q U a r e  
• 0 . 2 0 0

tinterp r i s e s 48 ( 5 3 ) 4 3 ( 4 7 ) 91 ( 1 0 0 ) Not  S i g n i f i c a n t  
a t  *05  l e v e l

T o t a l  t 78 ( 5 4 ) 66 ( 4 6 ) 144 ( 1 0 0 )

( F i g u r e s  In  b r a c k e t s  a t e  c o l u n n - p e r c e n t a g e s ) <

From the  a b o v e  T a b le  i t  I s  c l e a r  t h a t  54 p e r c e n t  o f  t h e  c a m p le s  

v i e w e d  the  f a c t o r s  o r  b a s e s  c o n s i d e r e d  w h i l e  d e c i d i n g  c o s t  o f  produc< 

t l o n  as  r e l a t e d  t o  a c c o u n t i n g  I n f o r m a t i o n  w h i l e  46  p e r c e n t  o f  them 

v ie w e d  th e  same f a c t o r s  o r  b a s e s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  I n f o r 

m a t ion *  Of the  s am ples  a t  c o r p o r a t i o n  l e v e l ,  57 p e r c e n t  «n d  4 3  p e r
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c e n t  p e r c e i v e d  th e  same f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n *  

a c c o u n t i n g  gRii i n f o r m a t i o n  r e s p e c t i v e l y  w h i l e  o f  th e  e n t e r p r i s e  heads*  

53 p e r c e n t  and 47 p e r c e n t  p e r c e i v e d  t h e  same f a c t o r s  as  r e l a t e d  t o  

a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y .

Then o f  t h e  sa m p le s  » h o  v i e w e d  t h e  same f a c t o r s  o r  b a s e s  a s  r e l a 

t e d  t o  a c c o u n t i n g ,  62  p e r c e n t  and 38 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o 

r i e s  o f  e n t e r p r i s e  h e ad s  and c o r p o r a t i o n ' s  s a m p le s  r e s p e c t i v e l y .  On 

t h e  o t h e r  h^ndf  o f  t h e  s a m p le s  who v i e w e d  the  same f a c t o r s  a s  r e l a t e d  

t o  n o n - a c c o u n t i n g ,  65  p e r c e n t  and 35 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o 

r i e s  o f  e n t e r p r i s e  he^ds  and c o r p o r a t i o n s '  sa m p le s  r e s p e c t i v e l y .

I t  i s  t h u s  e v i d e n t  from t h e  o p i n i o n  o f  the  s a m p le s  t h a t  t h e r e  had 

been h ig h  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  the  c o s t  o f  p r o 

d u c t i o n  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .  t f o r e o v e r «  t h e r e  

seemed t o  be  no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h e  e x t e n t  o f  u se
I
o f  a c c o u n t i n g  i n f o r m a t i o n  and the  l e v e l s  o f  use  ( n o t  s i g n i f i c a n t  a t

•05 l e v e l ) .  That  i s ,  o p i n i o n  v a r i a t i o n  as r e g a r d s  t h e  e x t e n t  o f  u s e
-  ii ‘ 

o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  t h e  c o s t  o f

p r o d u c t i o n  was i n d e p e n d e n t  o f  th e  v a r i a t i o n  i n  the  l e v e l s  o f  u s e

( b o t h  c o r p o r a t i o n  and e n t e r p r i s e )  and th u s  r e s u l t i n g  i n  h i g h  c o s t  o f

p r o d u c t i o n  u l t i m a t e l y  a f f e c t i n g  t h e  p r o f i t a b i l i t y  o f  the  i n d u s t r i e s

u n d e r  r e v i e w .

In o r d e r  t o  e v a l u a t e  th e  e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  t h e  c o s t  

o f  p r o d u c t i o n  s c h e d u l e ,  the T a b le  6 . 1 5  show ing  th e  b u d g e t e d  ( b o t h  

o r i g i n a l  and r e v i s e d )  and th e  a c t u a l  c o s t  o f  p r o d u c t i o n  had been 

p r e s e n t e d  b e l o w i
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r . b i f  -  6 . i >

D f c l i l o n  on O r i g i n a l  «n d  R « v l t « d  B u d g e t  o f  C o t t  o f  P r o d u c t i o n  as  w e l l  « t  P c s l t i
C o i t  P r o d u c t i o n  o f  245  £ n t « r p r l t * >  u n d»r  S « l « c t a d  t n d u i t r l « «  f o r  t h «  P e r i o d ,

197S -76  t o  1979-SO

S « l « c t « d  
i d u i t r t J u t *

} O r l q l -  I A * v l * -  I Ac tu 4 l  
{ n , l  }  > . d  {_________

C o t t o n  f t x t l l *

O r i g l -  ! 
m l  j

R « v t -
« * d

T A c t u a l

Su3 « r  «n d  F ood

n
I A « v l -  [ A c ' t u . l  O r l j l -  {  S « » i -
I f d i ______I I n * l ______ I » «d

S t « « l  and Enqt>

1 9 75 -T 6

1 9 7 6 -7 7

1 9 7 7 -7 8  

1 9 7 9 -7 9  

1979-M

2187

2316

3411

1524

S252

2*20 

2630 

399 3 

4M3 

5298

2662 

2858 

4 297 

567 5 

5560

1204

1268

1440

31 02

3312

1297

1402

1609

2816

3256

1332

1542

1729

2289

2458

779

884

1370

18 4 3

21 79

900 

94 3 

1510 

2555 

2279

980 

10 34 

1600 

1725 

1695

7 26 

1010 

954  

2 5 0 9  

3362

8 20 

1200 

1100 

2599 

30 2 2

Avvraga I
I n c r t a a *  o v * r  
A c t u a l !  U )

3738 3772 4210 2 1 6 5  20 76  1870

4 7 2 ( i ' 2 . 6 2 )  4 3 8 (  1 1 . 6 1 )  - 2 9  5 (  1 3 .  6 2 > - 2 0 6 ( 9  .  9 2 )

1 4 1 1 -  1637 1407

4 ( 0 .  28 )  2 3 0 (1 4  . 0 5 )

1 7 1 2  1748

1 8 0 ( 1 0 . 5 1 )  20!

S o u r c t i  B a t e d  on da ta  p r a a e n t a d  In Appandiea* I 1 ( a } to  I I { E )  and I V ( a )  t o  I t f (E )  a t t a c h e d  h « r * > t t h . _ 7
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I t  i s  o b s e r v e d  from t h e  T a b le  6 . 1 5  t h a t  th e  a c t u a l  c o s t  o f  p r o d u c 

t i o n  was h ig h  o v e r  th o  o r i g i n a l  and t h e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  

c o s t  o f  p r o d u c t i o n  f o r  a l l  the p e r i o d s  i n  the  J u t e  i n d u s t r y *  On the  

o t h e r  hand ,  t h e r e  was i n c r e a s e  o f  t h e  a c t u a l  c o s t  o f  p r o d u c t i o n  o v e r  

t h e  o r i g i n a l  and t h e  r e v i s e d  b u d g e t  e s t i m a t e s  o r  p r o d u c t i o n  c o s t  in  

th e  e a s e  o f  a l i  th e  r e m a in in g  i n d u s t r i e s  f o r  f i r s t  t h r e e  y e a r s  o f  the 

s tu d y  p e r i o d  ( 1 9 7 5 » 7 6  t o  1 9 7 7 - 7 8 )  and t h a t  th e  a c t u a l  c o s t  was l o w e r  

than t h e  o r i g i n a l  and th e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  p r o d u c t i o n  c o s t  

i n  th e  re m a in in g  i n d u s t r i e s  f o r  t h e  l a s t  two y e a r s  o f  th e  s tu d y  p e r i o d  

( 1 9 7 8 - 7 9  to  1 9 7 9 - 8 0 ) .

The i n c r e a s e  i n  t h e  a c t u a l  c o s t  o f  p r o d u c t i o n  o v e r  th e  o r i g i n a l  

and the  r e v i s e d  b u d g e t  e s t i m a t e s  o f  p r o d u c t i o n  c o s t  i n  th e  J u t e  I n d u s 

t r y  on an av e ra g e *  was Tk. 472  m i l l i o n  ( 1 2 . 6 2  p e r c e n t )  and Tk.  438
' I +

m i l l i o n  ( l l « 6 l p e r c e n t )  r e s p e c t i v e l y .  On th e  o t h e r  handf  t h e  a c t u a l  

c o s t  o f  p r o d u c t i o n  was l o w e r  than th e  o r i g i n a l  and t h e  r e v i s e d  b u d g e t  

e s t i m a t e s  o f  c o s t  o f  p r o d u c t i o n  i n .  the  c a s e  o f  o t h e r  i n d u s t r i e s  on an 

a v e r a g e  by Tk. 295  m i l l i o n  ( 1 3 . 6 2  p e r c e n t )  and Tk. 206 m i l l i o n  ( ? . 9 2  

p e r c e n t )  r e s p e c t i v e l y  i n  C o t t o n  T e x t i l e  I n d u s t r y *  by Tk, 04 m i l l i o n  

( 0 . 2 4  p e r c e n t )  and Tk.  230 m i l l i o n  ( 1 4 . 0 5  p e r c e n t )  r e s p e c t i v e l y  i n  

Sugar and Food I n d u s t r y *  by Tk. 130 m i l l i o n  ( 1 0 . 5 1  p e r c e n t )  and 

Tk. 203 m i l l i o n  ( 1 1 . 9 0  p e r c e n t )  r e s p e c t i v e l y  i n  s t e e l  and ^ g i n e e r i n g  

I n d u s t r y  and Tk. 222 m i l l i o n  ( 1 3 . 7 2  p e r c e n t )  and Tk. 459  t n i l l i o n  

( 2 0 . 7 4  p e r c e n t )  r e s p e c t i v e l y  i n  C h e m ica l  and F e r t i l i z e r  I n d u s t r y .

The a b o v e  s t a t e  o f  a f f a i r s  i n d i c a t e s  t h a t  p r o d u c t i o n  s c h e d u l e  and 

c o s t  o f  p r o d u c t i o n  s c h e d u l e  were n o t  sound enough  i n  t h e  s e l e c t e d  

n a t i o n a l i s e d  i n d u s t r i e s *  th e  main r e a s o n s  aoong o t h e r s f  n i g h t  be  

e s c a l a t i o n  o f  raw m a t e r i a l s  and w age s f  h i g h e r  e x p e n s e s  I n c u r r e d  f o r  

r e p a i r s  and m a i n t e n a n c e ,  h ig h  d e p r e c i a t i o n  amount ,  s h o r t a g e  o f
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s p a r e p a r t s t  h i g h e r  r a t e s  o f  i n d u s t r i a l  power*  e t c *  r s s u l t i n g  i n  

low p r o d u c t i o n  and h ig h  c o s t  o f  p r o d u c t i o n  as com pared  t o  t a r g e t s  

s e t  i n  t h «  s c h e d u l e s *

6 . 4 ( i i i )  S s t i m a t j n g  O o T a t i n g  ExoePses

The o p e r a t i n g  e x p e n s e s  s c h e d u l e  i s  an e s t i m a t e  f o r  f u t u r e  e x p e n *  

s e s  w h ich  c o m p r i s e  o f f i c e  and a d m i n i s t r a t i o n  e x p e n s e s  s c h e d u l e  and 

s e l l i n g  and d i s t r i b u t i o n  e x p e n s e s  s c h e d u l e *  O f f i c e  and a d m i n i s t r a -  

t i o n  e x p e n s e s  i n c l u d e  t h o s e  e x p e n s e s  w hich  a r e  i n c u r r e d  i n  c o n d u c t i n g  

a b u s i n e s s *  e x c e p t i n g  Morks e x p e n s e s  and s a l e s  and d i s t r i b u t i o n  e x p e n 

s e s *  Whereast  s e l l i n g  and d i s t r i b u t i o n  e x p e n s e s  i n c l u d e  t h o s e  e x p e n 

s e s  w hich  are  i n c u r r e d  f o r  s a l e s ,  d i s t r i b u t i o n  and d e l i v e r y  t o  t h e

p r o d u c t s *  Such e s t i m a t e  o f  f u t u r e  o p e r a t i n g  e x p e n s e s  a re  e s p e c i a l l y
" '  27s i g n i f i c a n t  f o r  m a n a g e r i a l  d e c i s i o n - m a l c i n g  and c o n t r o l  p u r p o s e s *

In the  n a t i o n a l i s e d  e n t e r p r i s e s  u n d e r  s t u d y ,  o f f i c e  and a d a t n l s -
'I ,1 r  I I' 1 _  ̂ « I , I (I .M' I 1 '1

t r a t i o n  e x p e n s e s  s c h e d u l e s  and s e l l i n g - a n d  d i s t r i b u t i o n  e x p e n s e s  e c h e -  

d u l e s  c o n t a i n i n g  e s t i m a t e s  o f  the  r e s p e c t i v e  e x p e n s e s  f o r  t h e  b u d g e t e d  

p e r i o d  were p r e p a r e d  and s e n t  t o  the  r e s p e c t i v e  c o r p o r a t i o n s  m o n th ly  

f o r  a p p r o v a l  p u r p o s e *  V a r i o u s  f a c t o r s  o r  b a s e s  were c o n s i d e r e d  w h i l e  

p r e p a r i n g  e s t i m a t e s  f o r  o p e r a t i n g  e x p e n s e s  o r  o v e r h e a d s  i n  t h e  e n t e r 

p r i s e s  u n d e r  s e l e c t e d  i n d u s t r i e s *  The f o l l o w i n g  T a b le  6 * 1 6  e x h i b i t s  

the  r e s p o n s e s  o f  the  s a m p le s  as  r e g a r d s  t h e  f a c t o r s  o r  b a s e s  w h ich  w ere  

taken i n t o  c o n s i d e r a t i o n  w h i l e  p r e p a r i n g  o p e r a t i n g  e x p e n s e s  s c h e d u l e s *
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2S7

R e s p o n s e s  o f  the  Samples r e g a r d i n g  F a c t o r s  o r  B ases  
C o n s i d e r e d  In  E s t i m a t i n g  O p e r a t i n g  Expenses

Table -  6,16

P a s t  A c c o u n t i n g  Data R e l a t i n g  
to  O p e r a t i n g  O ve rh e ad s 12 19 31 ( 6 9 )

P a y - h i k e  o f  the  s t a f f 10 Id . 25 ( 5 5 )

I n c r e a s e d  Amount o f  I n t e r e s t 8 14 22 ( 4 9 )

P r e s e n t  and F u tu re  M arket  Trends  
( r e l a t i n g  t o  th e  s a i d  e x p e n s e s )

7 10 17 ( 3 8 )

S a l e s  A g ents*  o r  D i s t r i b u t o r s *  
C on m is s io n 4 9 13  ( 2 9 )

( F i g u r e s  i n  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) *

The ab o v e  T a b le  shows the  v a r i o u s  f a c t o r s  o r  b a s e s  c o n s i d e r e d  

f o r  e s t i r a a t i n g  o r  d e c i d i n g  t h e  o p e r a t i n g '  e x p e n s e s  i n  o r d e r  t o  i m p o r 

ta n c e *  Of t h e  f a c t o r s  o r  b a s e s  s t a t e d  a b o v e ,  p a s t  a c c o u n t i n g  d a t a  

' r e l a t i n g  t o  o p e r a t i n g  o v e r h e a d s t  p a y - h i k e  o f  the  s t a f f  and i n c r e a s e d  

amount o f  i n t e r e s t  w ere  t r e a t e d  as a c c o u n t i n g  w h i l e  p r e s e n t  and 

f u t u r e  fflarfcet t r e n d s  r e l a t i n g  t o  th e  sacre e x p e n s e s  and s a l e s  

a g e n t s *  o r  d i s t r i b u t o r s *  c o a r a i s s i o n  was t r e a t e d  as n o n - a c c o u n t i n g  

i n f o r m a t i o n *

Thus# i t  i s  e v i d e n t  t h a t  a l t h o u g h ,  b o th  a c c o u n t i n g  and non*  

a c c o u n t i n g  I n f o m a t i o n  w ere  u se d  i n  e s t i m a t i n g  o r  d e c i d i n g  t h e  

o p e r a t i n g  o v e r h e a d s ,  a c c o u n t i n g  i n f o m a t i o n  o u t w e i g h e d  t h e  n o n 

a c c o u n t i n g  i n f o r m a t i o n .
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Based on T a b l*  6 . 1 6 ,  t h «  r e s p o n s e s  o f  the s a m p le s  a s  r e g a r d s  t h e  

e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  o r  b a s e s  te<cen i n t o  

a c c o u n t  i n  e s t i m a t i n g  o p e r a t i n g  e x p e n s e s  i n  th e  s e l e c t e d  i n d u s t r i e s  

a re  e x h i b i t e d  i n  the  f o l l o w i n g  T a b le  6 * 1 7 i

Ta)p ; e  > 6^\7

R e s p o n s e s  o f  the  Samples r e g a r d i n g  th e  E x t e n t  o f  
A c c o u n t i n g  and N o n * A c c o u n t in g  F a c t o r s  o r  B ases  

C o n s i d e r e d  i n  E s t i m a t i n g  O p e r a t i n g  Expenses

I F a c t o r s  o r  Bases  i n  1 1 | jl —’ -j|
j k 4 s t i m a t i n g  O p e r a t i n g  A c c o u n -  1 Non- I T o t a l  f L e v e l  o f  1
1 Expenses  1 t i n g  1 a c c o u n -  I I S i g n i f i c a n c e  i
I » I t i n g  I * i
i L e v e l s  1 I I I |
laOai_____ ____________I______ I_______ I__________ I

C o r p o r a t i o n s  30 ( 7 3 )  11 (27  ) 41 ( lOO )  C h i - S q u a r e
• 0 . 0 2 9 7

E n t e r p r i s e s  46 ( 7 2 )  19 ( 2 8 )  67 ( 1 0 0 )  N ot  S i g n i f i c a n t
a t  .0!^ l e v e l *

T o t a l  1 73 ( 7 2 )  30 ( 2 8 )  108 ( lOO)

( F i g u r e s  i n  b r a c k e t s  a r e ,  c o l u m n - p e r c e n t a g e s ) <
-  ^  , 1  'I

I t  i s  e v i d e n t  from the  ab o v e  T a b le  t h a t  72  p e r c e n t  o f  the s a m p le s  

p e r c e i v e d  the  b a s e s  c o n s i d e r e d  I n  e s t i m a t i n g  o p e r a t i n g  e x p e n s e s  as 

r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n  w h i l e  28 p e r c e n t  o f  them p e r c e i v e d  

the same b a s e s  as  r e l a t e d  t o  n o n - a c c o u n t i n g  i n f o r m a t i o n .  Then* o f  

t h e  sa m p le s  a t  c o r p o r a t i o n  l e v e l ,  73  p e r c e n t  and 27 p e r c e n t  v i e w e d  the  

same b a s e s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  

r e s p e c t i v e l y  n h i l e  o f  t h e  e n t e r p r i s e  heads*  72  p e r c e n t  and 28 p e r c e n t  

a l s o  v i e w e d  th e  same b a s e s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c c u n t i n g  

i n f o r m a t i o n  r e s p e c t i v e l y *
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On the o t h « r  handf  o f  t h e  s a m p le s  who v i e w e d  the  saiae b a s e s  as 

r e l a t e d  t o  a c c o u n t i n g  i n f o r m a t i o n ,  62  p e r c e n t  and 3S p e r c e n t  b e l o n g e d  

t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  h e ad s  and c o r p o r a t i o n s *  eam pleS f  w h i l e  

o f  th e  s a m p le s  who v i e w e d  th e  same o r  b a s e s  as  r e l a t e d  t o  n o n - a c c o u n *  

t i n g  i n f o r m a t i o n ,  63  p e r c e n t  and 37 p e r c e n t  a l s o  b e l o n g e d  t o  t h e  

e n t e r p r i s e  h e ad s  and c o r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y .

Thus i t  i s  e v i d e n t  from  t h e  o p i n i o n  o f  th e  s a m p le s  t h a t  a c c o u n t i n g  

i n f o r i D a t i o n  w a s ' w i d e l y  u se d  i n  d e c i d i n g  o r  e s t i m a t i n g  o v e r h e a d  e x p e n 

s e s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *  M oreover*  t h e r e  seemed 

t o  be  no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h e  e x t e n t  o f  the  a c c o u n t i n g  

i n f o r m a t i o n  and th e  l e v e l s  o f  t h e  u s e  ( n o t  s i g n i f i c a n t  a t  *05 l e v e l ) *  

That  i s ,  o p i n i o n  v a r i a t i o n  as  r e g a r d s  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

and n o n - ' a c c o u n t i n g  i n f o r m a t i o n  i n  e s t i m a t i n g  o p e r a t i n g  e x p e n s e s  wa« 

i n d e p e n d e n t . o f  the  v a r i a t i o n s  i n  the  l e v e l s  o f  u s e  ( b o t h  c o r p o r a t i o n
■ “ li I ■

and e n t e r p r i s e )  and thus  r e s u l t i n g  i n  h i g h e r  o p e r a t i n g  o v e r h e a d s  u l t i 

m a t e l y  a f f e c t i n g  the  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  i d e n t i f i e d  I n d u s -  

t r i  e s «

To e v a l u a t e  th e  e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  t h e  o f f i c e  and 

a ( ^ i n i  s t r a t i  on e x p e n s e s  s c h e d u l e ,  and the  s e l l i n g  and d i s t r i b u t i o n  

e x p e n s e s  s c h e d u l e ,  t h e  f o l l o w i n g  T a b le  6*18  s how ing  t h e  b u d g e t e d  

( b o t h  o r i g i n a l  and r e v i s e d )  and t h e  a c t u a l  o p e r a t i n g  e x p e n s e s  f o r  

245 e n t e r p r i s e s  u n d e r  t h e  s e l e c t e d  i n d u s t r i e s  f o r  t h e  p e r l o d t  1 9 7 ^ 7 6  

t o  197 9 -8 0  had been p r e s e n t e d *
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I t  i s  e v i d e n t  from the s a i d  T a b le  6 * 1 8  t h a t  t h «  a c t u a l  o p e r a t i n g  

o v e r h e a d s  ware h i g h e r  than the  o r i g i n a l  and t h e  r e v i s e d  b u d g e t  e s t i *  

m ates  o f  such  e x p e n s e s  i n  a l l  t h e  s e l e c t e d  i n d u s t r i e s  f o r  a l l  t h e  

p e r i o d s  un d er  s tu d y *  The i n c r e a s e  o f  a c t u a l ' o v e r h e a d s  o v e r  t h e  o r i g i 

n a l  and th e  r e v i s e d  b u d g e t  e s t i m a t e s  o f  o v e r h e a d  e x p e n s e s  was 4 * 8 4  p e r  

c e n t  and 1*40 p e r c e n t  r e s p e c t i v e l y  i n  J u t e  I n d u s t r y !  10«50  p e r c e n t

and 1 . 3 6  p e r c e n t  r e s p e c t i v e l y  i n  C o t t o n  T e x t i l e  I n d u s t r y }  4 . 9 1  p e r c e n t

and 2* 0 5  p e r c e n t  r e s p e c t i v e l y  i n  Sugar and Food I n d u s t r y ;  5*50 p e r c e n t

and 1 . 7 6  p e r c e n t  r e s p e c t i v e l y  i n  S t e e l  and E n g i n e e r i n g  I n d u s t r y  and

1 2 .7 8  p e r c e n t  and 3*64 p e r c e n t  r e s p e c t i v e l y  i n  C h em ica l  and F e r t i l i z e r  

I n d u s t r y .

The ab o v e  s t a t e  a f f a i r s  i n d i c a t e s  t h a t  e s t i m a t e d  o p e r a t i n g  

e x p e n s e s  s c h e d u l e  in  th e  i n d u s t r i e s  un d er  s t u d y t  was n o t  an e f f e c t i v e  

one  s i n c e  the a c t u a l  o p e r a t i n g  e x p e n s e s  w e re  h i g h e r  than  t h e  o r i g i n a l
, ‘ I'

I J I I

and the r e v i s e d b u d g e t  e s t i m a t e s  o f  such  e x p e n s e s  a l t h r o u g h  t h e  s tu d y  

p e r i o d  i n  a l l  t h e  s e l e c t e d  i n d u s t r i e s  m a i n l y  due t o  r e a s o n s  l i k e t  

i n c r e a s e  o f  bank i n t e r e s t  r a t e s *  i m p l e m e n t a t i o n  o t  new n a t i o n a l  pay 

s c a l e  o f  t h e  s t a f f *  and v a r i o u s  h i g h e r  tax  r a t e s *  o f  them some w e r «  

c o n t r o l l a b l e  and o t h e r s  w ere  u n c o n t r o l l a b l e  b o th  a t  t h e  c o r p o r a t i o n  

and t h e  e n t e r p r i s e s  l e v e l .

6 . 4 ( i v )

In o r d e r  t o  t a k e  d e c i s i o n s  on o p e r a t i n g  p r o f i t  f o r  t h e  b u d g e t e d  

p e r i o d *  re v e n u e  b u d g e t  n e e d s  t o  be  p r e p a r e d .  The r e v e n u e  b u d g e t  i s  

an e s t i m a t e  o f  e x p e c t e d  f u t u r e  in co m e *  c o s t s *  e x p e n s e s  and n e t  p r o 

f i t s  ( b e f o r e  ( t a x ) *  w ork ers*  p r o v i d e n t  fund*  in c o m e  t a x  p r o v i s i o n s *  

c o n t r i b u t i o n  t o  Government  e x c h e q u e r *  e t c .  In the  s e l e c t e d  n a t i o n a 

l i s e d  i n d u s t r i a l  e n t e r p r i s e s *  r e v e n u e  b u d g e t  showing th e  e x p e c t e d

2?1
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p r o f l  t  ( b e f o r #  I n t e r e s t  and t a x e s )  f o r  the b u d g e t  p e r i o d  » a s  p r e p a r e d  

and s e n t  t o  the  c o r p o r a t i o n *  The b u d g e t  e s t i m a t e s  f o r  p r o f i t s  was 

ma<ie f o r  a f u l l  o n e  f i n a n c i a l  y e a r  b u t  then  d i v i d e d  m o n th w lse *  Such 

b u d g e t  a i o n g w i t h  o t h e r  o p e r a t i n g  e x p e n s e s  s c h e d u l e s  w o u ld  be  r e v i s e d  

e v e r y  6 months  on the  b a s i s  o f  the  l a s t  6 m o n t h s '  a c c o u n t i n g  in fo r ra a *  

t i o n  r e l a t e d  t o  a c t u a l  o p e r a t i o n s  o f  t h e  e n t e r p r i s e s *

V a r i o u s  f a c t o r s  o r  b a s e s  were taken  I n t o  a c c o u n t  w h i l e  d e c i d i n g  

p r o f i t  t a r g e t s  f o r  the e n t e r p r i s e s  by t h e  a u t h o r i t i e s  m e n t i o n e d  e a r 

l i e r *  The f o l l o w i n g  T a b le  6* 1 9  e x h i b i t s  the  r e s p o n s e s  o f  t h e  s a m p le s  

as  r e g a r d s  the  v a r i o u s  f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e c i d i n g  t h e  

p r o f i t  t a r g e t s  f o r  th e  e n t e r p r i s e s  u n d e r  th e  s e l e c t e d  i n d u s t r i e s !

23S

t a b l e  -  6 , 1 9

itesponses  o f  t h e  Sainples r e g a r d i n g  F a c t o r s  o r  B ases  
C o n s i d e r e d  i n  D e c i d i n g  P r o f i t  T a r g e t s

1 \
I Samples \ C o r p o r a  E n te r*  1 T o t a l  1
i F a c t o r s ' o r i . \ t i o n s  -T p r i  s e s '  i !i B a s e s ^ C o n s i d e r e d  i n } t , j '1 I

' ' '1 « i| ~ \ , . 1

C o s t  o f  P r o d u c t i o n 19 20 39 ( 3 7 )

P r e v i o u s  Y e a r s*  P r o f i t  F i g u r e s 11 18 29 ( 6 4 )

Volume o f  S a l e s 14 14 28 ( 6 2 )

C a p i t a l  I n v e s t m e n t 7 6 13 ( 2 9 )

Volume o f  P r o d u c t i o n 3 8 11 ( 2 4 )

O t h e r s i  S o c i a l  C o n s i d e r a t i o n .
C a p a c i t y  U t i l i z a t i o n ,  
R e s p e c t i v e  Share o f  
O v e r a l l  P r o f i t  T a r g e t s  
o f  t h e  C o r p o r a t i o n ,  e t c *

2 6 6 ( 1 8 )

( F i g u r e s  In  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  number o f  s a n p l e s ) >
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Th« ab o v *  T a b l e  shows t h «  f a c t o r s  i n  o r d e r  o f  i m p o r t a n c e  and 

among the  f a c t o r s  c o n s i d e r e d  i n  d e c i d i n g  t h «  p r o f i t  t a r g e t e *  c o s t  

o f  p r o d u c t i o n ,  p r e v i o u s  y e a r s '  p r o f i t  f i g u r e s  and c a p i t a l  i n v e s t m e n t  

w ere  t r e a t e d  as a c c o u n t i n g  i n f o r m a t i o n  w h i l e  vo lum e o f  s a l e s  and 

vo lum e o f  p r o d u c t i o n  were termed  as n o n - a c c o u n t i n g  i n f o r m a t i o n *

233

Based on T a b le  6 . 1 9 «  the  r e s p o n s e s  o f  t h e  sam ples  a s  r e g a r d s  

th e  a c c o u n t i n g  and n o n - a c c o u n t i n g  b a s e s  i n  d e c i d i n g  p r o f i t  t a r g e t s  

i n  th e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  a r e  shown i n  t h e  f o l l o w i n g  

T a b le  6 » 2 0 t

■labia - - 6.t.2a

R e s p o n s e s  o f  t h e  S ^ p l e s  r e g a r d i n g  t h e  E x te n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  F a c t o r s  o r  B a se s  

D e c i d i n g  P r o f i t  T a r g e t s

i F a c t o r s ^ r  B a s e s i n l
d lng  P r o f i t  1 A c c o u n -  

l ^ " " ' ^ ' - - - . T a r g e t s  t t i n g  
( L e v e l s  i 
i o f  Use 1

“ I “  - n
1 Non-  1 
i a c co u n  t in t

I

I "  ' ■ "
1 T o t a l

I ..........................” I
( L e v e l  o f  I 
1 S i g n i f i c a n c e  |

I ______ i

C o r p o r a t i o n s 37 ( 5 7 ) 19 ( 4 3 ) 56 ( 1 0 0 ) Chl-s<|Uare- 
?  0 , 3 3 2

^ t e r p r i  s e s 44 ( 6 1 ) 28 ( 3 9 ) 72  ( 1 0 0 ) N ot  S i g n i f i c a n t  
a t  *05 l e v e l

T o t a l  1 81 ( 6 3 ) 47 ( 3 7 ) 123 ( 1 0 0 )

( F i g u r e s  In  b rac l^ e ts  are  c o l u m n - p e r c e n t a g e s ) .

From t h e  above T a b le  i t I s  c l e a r  t h a t  63  p e r c e n t  o f  t h e  safDples

p e r c e i v e d  th e  f a c t o r s  c o n s i d e r e d  I n  d e c i d i n g  p r o f i t  t a r g e t s  as r e l a 

t e d  t o  a c c o u n t i n g  i n f o x m a t i o n  w h i l e  37 p e r c e n t  o f  them p e r c e i v e d  t h e  

sane f a c t o r s  as r e l a t e d  t o  n o n - a c c o u n t i n g  i n f o r m a t i o n .  Of t h e  ^ j a p l e e  

a t  c o r p o r a t i o n  l e v e l *  57 p e r c e n t  and 43 p e r c e n t  p e r c e i v e d  t h e  f a c t o r s
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as r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  r e r s p t f c t i v o l y *  

On th e  o t h e r  handt o f  t h e  e n t e r p r i s e  h e a d s ,  61 p e r c e n t  and 39 p e r c e n t  

p e r c e i v e d  the  f a c t o r s  as  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  

i n f o r m a t i o n  r e s p e c t i v e l y *  t h e n ,  o f  the  sam ples  who v i e w e d  t h e  f a c 

t o r s  as  r e l a t e d  to  a c c o u n t i n g  a s p e c t s ,  54 p e r c e n t  and 46 p e r c e n t  

b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and c o r p o r a t i o n s *  

s a m p le s  r e s p e c t i v e l y .  On the  o t h e r  hand, o f  t h e  s a m p le s  a i s o  v i e w e d  

the  f a c t o r s  as  r e l a t e d  t o  n o n - a c c o u n t i n g ,  60 p e r c e n t  and 40 p e r  c e n t  

b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and the  c o r p o r a t i o n s '  

sa m p le s  r e s p e c t i v e l y .

I t  i s  thus  e v i d e n t  from the o p i n i o n  o f  the  s a m p le s  t h a t  a c c o u n 

t i n g  i n f o r m a t i o n s  w ere  w i d e l y  c o n s i d e r e d  i n  d e c i d i n g  t h e  p r o f i t  t a r 

g e t s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .  Moreover^'  t h e r e  

seemed t o  be no  s i g n i f i c a n t  r e l a t i o n s h i p  betw een  the  e x t e n t  o f  u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  the  same p u r p o s e  and the  l e v e l  o f  u s e) I « _ 'III I
( n o t  s i g n i f i c a n t  a t  *05 l e v e l ) .  That i s ,  the  o p i n i o n  v a r i a t i o n  as  

r e g a r d s  the  e x t e n t  o f  use  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o x m a *  

t i o n  i n  d e c i d i n g  the  p r o f i t  t a r g e t s  was i n d e p e n d e n t  o f  th e  v a r i a t i o n s  

i n  the  l e v e l s  o f  such  use  ( b o t h  c o r p o r a t i o n  and e n t e r p r i s e )  and t h u s ,  

r e s u l t i n g  i n  d e f e c t i v e  p r o f i t  t a r g e t s  u l t i m a t e l y  a f f e c t i n g  the v e r y  

p r o f i t a b i l i t y  o f  the  i n d u s t r i e s  under  s t u d y .

B e s i d e s  v a r i o u s  f a c t o r s  o r  b a s e s  c o n s i d e r e d  i n  d e c i d i n g  p r o f i t  

t a r g e t s  as  m e n t io n e d  i n  T a b le  6 . 1 9 ,  c e r t a i n  o b j e c t i v e s  w ere  a l s o  

k e p t  i n  mind w h i l e  d e t e r m i n i n g  p r o f i t  t a r g e t s .  The f o l l o w i n g  T a b le  

6 . 2 1  e x h i b i t s  th e  r e s p o n s e s  o f  t h e  s ^ p l e s  a s  r e g a r d s  t h e  v a r i o u s  

o b j e c t i v e s  b e h in d  the  f i x i n g  o f  p r o f i t  t a r g e t s  i n  the  s e l e c t e d  

i n d u s t r i  e s t
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TafeU -

R e s p o n s e *  o f  t h «  Samples r e g a r d i n g  O b j e c t i v e s  
Beh ind  P r o f i t  T a r g e t s

I C o r p o r a - '  I ' 
I t i o n s  I 

I

I
j O b j e c t i v e s  o f  
;  P r o f i t  T a r g e t s

Samples E n t e r -  
p r i  s e s

T o t a l

i

I n c r e a s i n g  E a rn in g s  o r  S a l e s 17 20 37 ( 8 2 )

Reduc ing  C o s t s 18 . 18 36 ( 8 0 )

M i n i m i z i n g  C a p i t a l  I n v e s t m e n t  
o r  C a p i t a l  E x p e n d i t u r e 13 11 24 ( 5 3 )

P r e s e r v i n g  I n t e g r i t y  o f  C a p i t a l  
Z n v e stm e n t  o r  C a p i t a l  E xp end i 
t u r e

5 5 10 ( 2 2 )

O t h e r s i  Maximum Use o f  P u b l i c  
P r o p e r t y ,  P r o v i s i o n  o f  
Goods  and S e r v i c e s  a t  
Miniaura C o s t  f o r  S e r v in g  
S o c i a l  O b l i g a t i o n ,  e t c *

2

1;

5 7 ( 1 5 )

1'

( F i g u r e s  i n  b r a c k e t s  a r e  p e r c e n t a g e s  o f  t o t a l  o f  s a m p l e s ) .

The ab o v e  T a b le  shows t h e  o b j e c t i v e s  b e h i n d  f i x i n g  up p r o f i t  

t a r g e t s  i n  o r d e r  o f  i m p o r t a n c e .  Among t h e  o b j e c t i v e s  b e h i n d  f i x i n g  

up p r o f i t  t a r g e t s *  i n c r e a s i n g  e a r n i n g s  o r  s a l e s *  r e d u c i n g  c o s t s  and 

m i n i m i z i n g  c a o i t a )  i n v e s t m e n t  o r  c a p i t a l  e x p e n d i t u r e  w e r e  t r e a t e d  

as a c c o u n t i n g  o b j e c t i v e s  w h i l e  p r e s e r v i n g  i n t e g r i t y  o f  c a p i t a l  

i n v e s t m e n t  o r  c a p i t a l  e x p e n d i t u r e  and p r o v i d i n g  g o o d s  and s e r v i c e s  

a t  minimum c o s t  w ere  term ed  as  n o n - a c c o u n t i n g  o b j e c t i v e s *  Thus

a c c o u n t i n g  d i m e n s i o n s  g o t  p r o m in e n c e  o v e r  t h e  n o n * a c c o u n t i n g  d imen

s i o n s ,  But t h i s  p r o c e s s  o f  f i x i n g  the  p r o f i t  t a r g e t s  c a r r i e d  w i t h  

i t .  Some d raw backs  w h ich  w ere  i d e n t i f i e d  i n  the  f o l l o w i n g  T a b le  

6. 22*
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-  6f^2

R e s p o n s e s  o f  th e  Samples  r e g a r d i n g  t h e  Drawbacks  i n  
F i x i n g  up P r o f i t  T a r g e t s  by th e  C o n ce r n e d

Author !  t i e s

Samples
{ Drawbacks I n
i F i x i n g  up P r o f i t

T T — *----------- r{Corpora*! Enter-1 Total 
i tions i pri ses I
! I i

i ________ i_______ L

High C o s t  o f  P r o d u c t i o n  n o t  F u l l y  
Con s i  d e r e d

C a p a c i t y  U t i l i z a t i o n  n o t  C o n s i d e r e d

F i n a n c i a l  P r o f i t a b i l i t y  o f  R e s p e c t i v e  
E n t e r p r i s e s  n o t  C o n s i d e r e d

F r e q u e n t  P r i c e  F l u c t u a t i o n s  o f  I m p o r t e d  
Raw M a t e r i a l s  n o t  C o n s i d e r e d

U n c e r t a i n t i e s  o f  M arket  P r i c e  o f  L o c a l  
P r o d u c t s  n o t  C o n s i d e r e d

F l u c t u a t i o n s  i n  Wor ld  M arket  Demand n o t  
Con s i d e r e d

U n f a v o u r a b l e  F i n a n c i a l  I < i q u i d i t y  n o t  
C o n s i d e r e d  _

Qtherqn U n c e r t a i n t i e s  i n  In p le in e n t a t l o n ^
Lack o f  Enthusiastn,  Lack o f  KnowledgSf
High S c o c i a l  C o n s t d e r a t l o n p  U n r e a l i s t i c
o r  I r r a t i o n a l  E x p e c t a t i o n ^  ’ I m p o r t i , o f
I d e n t i c a l  P r o d u c t s  a t  M a r g in a l  C o s t f  etCi

10 10 20 ( 4 4 )

6 12 18 ( 4 0 )

7 9 16 ( 3 5 )

6 6 12 ( 2 7 )

5 6 11 ( 2 4 )

4 5 9 ( 2 0 )

4 , 2 6 ( 1 3 )
2 3 5 ( 1 1 )

( F i g u r e s  In b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s )

The above Table shoms the  v a r i o u s  drawbacks as  i d e n t i f i e d  by th e  

samples in  o r d e r  o f  im p or ta n ce*  Among the ntany^fold  drawbacks In 

f i x i n g  up p r o f i t  t a r g e t s  by the c o n c e r n e d  a u th or !  t l e s t  n on -con  s i  d e ra *  

t i o n  o f  c o s t  o f  p r o d u c t i o n  and f i n a n c i a l  p r o f i t a b i l i t y ,  and unfavou*  

r a b le  f i n a n c i a l  l i q u i d i t y  , were t r e a t e d  as a c c o u n t in g  drawbacks «ihi le  

n o n - c o n s i d e r a t i o n  o f  c a p a c i t y  u t i l i z a t i o n ,  f r e q u e n t  f l u c t u a t i o n  o f  

p r i c e  and n o n - c o n s i d e r a t i o n  o f  market  p r i c e  o f  l o c a l  p r o d u c t s *  e t c *

Dhaka University Institutional Repository



w e ro  t r e a t e d  as  n o n - a c c o u n t i n g  d r a w b a c k s .  Thus» i t  I s  e v i d « n t  

t h a t  th e  m a jo r  draw backs  i n  f i x i n g  p r o f i t  t a r g e t s  were  r e l a t e d  

iaor«  o r  l e s s  w i t h  low use  o f  bo th  a c c o u n t i n g  and non<*accounting  

i n f o r m a t i o n ,  - -

The f o l l o w i n g  T a b le  6 * 2 3  show ing  b u d g e te d *  a c t u a l  and r e q u i r e d  

amount o f  n e t  p r o f i t s  had been p r e s e n t e d  i n  o r d e r  t o  e v a l u a t e  t h e  

e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  p r o f i t  d e c i s i o n s  and c o n t r o l  o f  the  

i n d u s t r i a l  e n t e r p r i s e s  un d er  s e l e c t e d  i n d u s t r i e s !

237
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I t  i s  e v i d t n t  froca the  s a i d  T a b le  6 . 2 3  t h a t  the  a c t u a l  p r o f i t  

e a r n e d  Mas l o w e r  than the  o r i g i n a l  b u d g e t  and th e  r e v i s e d  e s t i m a t e s  

o f  p r o f i t  r e q u i r e m e n t s  i n  C o t t o n  T e x t i l e *  S t e e l  and E n g i n e e r i n g  and 

Cheff l icel  and F e r t i l i z e r  I n d u s t r i e s  f o r  t h e  p e r i o d  u n d e r  s tu d y  and 

t h a t  i t  was h i g h e r  i n  Sugar and Food I n d u s t r y *  The J u t e  I n d u s t r y  

i n c u r r e d  l o $ s  on an a v e r a g e  f o r  th e  s tu d y  p e r i o d  a t  an amount o f  

Tk. 4 6 3  m i l l i o n .  The a c t u a l  p r o f i t  l o w e r  than t h e  o r i g i n a l  

b u d g e t  on an av e ra g e *  by 8 . 1 1  p e r c e n t  i n  C o t t o n  T e x t i l e  I n d u s t r y .

Thffi t h e  a c t u a l  p r o f i t  v.«s a l s o  l o w e r  than the  o r i g i n a l  end the  

r e v i s e d  b u d g e t  e s t i m a t e  p r o f i t  by 5 . 8 3  p e r c e n t  ^qJ|^*0 « 2 8  p e r c e n t  

r e s p e c t i v e l y  In  S t e e l  and E n g i n e e r i n g  and by 93*94  p e r c e n t  and 7 8 . 2 6  

p e r c e n t  r e s p e c t i v e l y  i n  C h em ica l  and f e r t i l i z e r  I n d u s t r y  vtthlle t h e  

a c t u a l  p r o f i t  was h i g h e r  than t h e  o r i g i n a l  and t h e  r e v i s e d  b u d g e t  

e s t i m a t e  by 7 . 7 9  p e r c e n t  and 5 9 . 6 1  p e r c e n t  r e s p e c t i v e l y  i n  ;i>ugar 

and Food I n d u s t r y .  t'  ̂ ^
I ’ I

I t  i s  a l s o  o b s e r v e d  from t h e  s a i d  T a b le  t h a t  t h e  a c t u a l  p r o f i t  

was l o w e r  than the r e q u i r e d  amount o f  p r o f i t  by 2 2 * 7 2  p e r  c c n t  i n  

C o t t o n  T e x t i l e  I n d u s t r y  and 9 6 . 0 6  p e r c e n t  i n  C h em ica l  and F e r t i l i z e r  

I n d u s t r y  and w h i l e  the  a c t u a l  p r o f i t  was h i g h e r  than t h e  r e c ju l r e d  

amount o f  p r o f i t  by 4 3 . 1 0  p e r c e n t  I n  Sugar and Food  I n d u s t r y  and 

5 2 . 3 8  p e r c e n t  i n  S t e a l  and E n g i n e e r i n g  I n d u s t r y  f o r  th e  p e r i o d  

u n d e r  s t u d y .  Such s t a t e  o f  a f f a i r s  i n d i c a t e s  t h a t  the  f o r e c a s t  o f  

e x p e c t e d  in co m e *  c o s t s *  e x p e n s e s  and n e t  p r o f i t  i . e .  p r o f i t  d e c i s i o n s  

and c o n t r o l  were n o t  a p p r o p r i a t e  and e f f e c t i v e  i n  m o s t  o f  t h e  s e l e c 

te d  i n d u s t r i e s  f o r  the  p e r i o d  u n d e r  s t u d y .

S39
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P r a c t l c o  o f  l n a p p r o p r i a t «  s a l e s  f o x> e ca « t8 «  i n a d e q u a t e  p r o 

d u c t i o n ,  p r i c e  e s c a l a t i o n ,  s h o r t a g e  o f  raw m a t e r i a l S f  s c a r c i t y  

o f  s p a r e p a r t s ,  i n c r e a s e d  w a g e s ,  h i g h e r  e x p e n s e s  f o r  r e p a i s s  and 

m a i n t e n a n c e ,  h i g h e r  r a t e s  o f  i n d u s t r i a l  p o w e r ,  b i g  amount o f  

d e p r e c i a t i o n ,  huge amount o f  i n t e r e s t  on bank l o a n ,  h i g h  r a t e s  

o f  t a x e s ,  i m p l e m e n t a t i o n  o f  i n c r e a s e d  pay  s c a l e  o f  the  s t a f f ,  

p o o r  b u d g e t i n g  p r a c t i c e s ,  e t c *  w e re  the v a r i o u s  f a c t o r s  w h i c h  

a c c o u n t e d  f o r  the  i n e f f e c t i v e  s a l e s ,  i n a p p r o p r i a t e  s a l e  p r i c e ,  

h igh  c o s t  o f  p r o d u c t i o n ,  h ig h  o p e r a t i n g  o v e r h e a d s  and u n a t t a i 

n a b l e  p r o f i t  t a r g e t s  as  r e v e a l e d  e a r l i e r .  T h is  s t a t e  o f  a f f a i r s  

r e s u l t e d  i n  g r e a t  v a r i a t i o n  betw een  t h e  a c t u a l s  and th e  b u d g e t e d  

( b o t h  o r i g i n a l  and r e v i s e d )  f i g u r e s  on s a l e s ,  p r o d u c t i o n  c o s t ,
'I

- o p e r a t i n g  o v e r h e a d  and p r o f i t *  P r o p e r  b u d g e t s  b a s e d  on h i s t o r i 

c a l  a c c o u n t i n g  i n f o r t n a t i o n - w e r e  n p t  p r e p a r e d  and u s e d  b o t h  a t
I , ’ » i : " «■ li

t h e  c o r p o r a t i o n  and e n t e r p r i s e  l e v ^ s *  The a c c e p t a n c e  and u s e
28o f  b u d g e t  was low a t  the  n a t i o n a l i s e d  I n d u s t i i a l  e n t e r p r i s e s *

The b u d g e t i n g  system p r a c t i s e d  by the  c o r p o r a t i o n s  seeoiCid to  have

n o t  taken n ^ t e  o f  n e e d s ,  g o a l s  and a t t i t u d e s  t r e a t e d  a s  b e h a -
29v i o u r a l  i s s u e s  o f  th e  management* There  was a l s o  no p r o p e r  

p r a c t i c e  o f  i n t r o d u c i n g  and f o l l o w i n g  r e s p o n s i b i l i t y  b u d g e t i n g  

i n  o r d e r  t o  f i x  up th e  r e s p o n s i b i l i t y  and a c c o u n t a b i l i t y  f o r  

d e v i a t i o n s  by i d e n t i f y i n g  t h e  c o n t r o l l a b l e  and u n c o n t r o l l a b l e  

f a c t o r s  a t  v a r i o u s  s t a g e s  o f  p r o d u c t i o n  and l e v e l s  o f  manageiaent* 

Cash b u d g e t  w hich  i s  an e f f e c t i v e  means t o  a c h i e v e  th e  end o f

HYE UD, ABDUL, " A c c e p t a n c e  and Use o f  Budget  by M anagers  
o f  N a t i o n a l i s e d  I n d u s t r i a l  E n t e r p r i s e s  i n  Bangladesh**,
OP* c i  t * .  p*3*

KHALI D, A . B . U . ,  A c c o u n t i n g  P r o b le m s  o f  N a U o n a l i s e d  l a d u s t r i e s .  
U n i v e r s i t y  G r a n t s  C o m m is s io n ,  D accat  ( U n p u b l i s h e d ) ,  1 9 7 9 ,  p * 9 7 «

Dhaka University Institutional Repository



241

sound f i n a n c i a l  d e c i s i o n #  l * e *  the  l i q u i d i t y  and t h «  p r o f i t a *  

b i l l t y  o f  the  e n t e r p x i s e  was n o t  p r e p a r e d  i n  a s y s t e m a t i c  and 

r e g u l a r  m a n n e r . ^  The v a r i o u s  s c h e d u l e s  d i s c u s s e d  a bo v a  were  

n o t  p r o p e r l y  i n t e g r a t e d  by e xa m in in g  t h e  p r e v i o u s  a c c o u n t i n g  

f i g u r e s  and th e  r e v e n u e  b u d g e t  c o u l d  n o t  p l a y  the  r o l e  o f  per form  

raance b u d g e t .  H owever ,  the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  i n  p r o f i t  d e c i s i o n  and c o n t r o l  a r e a s  and th e  I m p a c t  t h e r e o f  

on th e  f i n a n c i a l  p e r f o r m a n c e s t  t h a t  i s *  p r o f i t a b i l i t y  o f  the  

s e l e c t e d  i n d u s t r i e s  h o w e v e r ,  had been shovin i n  C h a p t e r  8*

^  BHa TTACHAHIVA, D .P * ,  -Cash  B u dg et  -  an E f f e c t i v e  Means t o
S o l v e  L i q u i d i t y  P r o b l e m s " ,  The C o s t  and M a n a q e w f t t .  I n s t i t u t e  
o f  C o s t  and Management A c c o u n t a n t s  o f  B a n g l a d e s h ,  Volume XX, 
N o .  5 ,  S e p t e a b e r - O c t o b e r ,  1983 ,  p p .  3 & -3 9 .

Dhaka University Institutional Repository



c h a p t e r  -  7 

management i n f o r m a t i o n  and f i n a n c i a l
REPORTING SYSTEM

In t h e  e a r l i e r  c h a p t e r s ,  a b r i e f  r e v i e w  o f  I n d u s t r i a l  d e v e l o p *  

fflent f o l l o M a d  by management p a t t e r n  and a c c o u n t i n g  sys te m  o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s  had been  d e a l t  w i th  and f l n a l l y t  t h e  t h r e e  

s p e c i f i c  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  w i t h  t h e  e x t e n t  o f  

use  o f  a c c o u n t i n g  I n f o n n a t i o n  i n  e a c h  a r e a  had been  p r e s e n t e d *

B e f o r e  g o i n g  I n t o  d e t a i l e d  a n a l y s i s  o f  t h e  i m p a c t s  o f  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  In  th e  same s p e c i f i c  f i n a n c i a l  d e c l s l o n s a n d  c o n t r o l  

a r e a s  on the  p r o f l t a b i  11 ty*  I t  becom es  I m p e r a t i v e  t o  examine  t h e  

e x i s t i n g  management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  s y s t e m  I n  

the  c o n t e x t  o f  i t s  u s e f u l n e s s  o r  o t h e r w i s e  t o  h e l p  use  by management 

o f  a c c o u n t i n g  I n f o r m a t i o n  I n  the  same f i n a n c i a l  d e c i s i o n s  and c o n 

t r o l  a r e a s .  T h is  c h a p t e r  d e a l s  w i t h  the  f o l Io v i . ln g  a s p e c t s  o f  «t4n«ge< 

ment  I n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  sys tem  as  p r e v a l e n t  i n  t h e  

c a s e  o f  the  n a t i o n a l i s e d  I n d u s t r i e s  In  B a n g l a d e s h i  ( 1 )  C o n c e p t  o f  

F i n a n c i a l  R e p o r t i n g  and Management I n f o » n a t l o n  System ( M i s ) ,

( i i )  M is  i n  o P ^ i ' a t l o n }  ( H i )  O p e r a t i n g  F u n c t i o n s  o f  M i s ,  ( i v )  

S t r u c t u r e  o f  F i n a n c i a l  and M is  R e p o r t s  and I n t e r n a l  and E x t e r n a l  

U sers  t h e r e o f  and ( v )  D e f i c i e n c i e s  and S h o r t c o m i n g s  o f  Management 

I n f o r m a t i o n  and F i n a n c i a l  R e p o r t i n g  System f o r  Management u s e  o f  

A c c o u n t i n g  I n f o r m a t i o n  In  F i n a n c i a l  D e c i s i o n s  and C o n t r o l *

7 . 1  Cflncept  o f  F i n a n c i a l  R e p o r t in g_ a & i i  
l ianAQeaent I n f o r m a t i o n  System

One o f  the Important r e s p o n s i b i l i t i e s  o f  the f i n a n c i a l  ex e cu -  

t l v e s  o f  any I n d u s t r ia l  and commercial o r g a n i s a t i o n s  i s  ^  prepare
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and n a k e  a v a i l a b l e  t o  v a r i o u s  I n t e r n a l  and a x t e m a l  u s a r s  a l l  accoun* 

t i n g  d a t a  and i n f o r m a t i o n  w hich  h a l p  t h «  roanagefaent d e c i s i o n s  In  ful> 

f i l n e n t  o f  t h e  o r g a n i z a t i o n s *  o b j e c t i v e s *  A d n l t t e d l y *  t h e  n a t u r e  o f  

d a t a  and i n f o r m a t i o n  t h a t  m ig h t  b e  r e q u i r e d  by management and o t h e r  

u s e r s  I s  l a r g e l y  d e t e r m i n e d  by th e  way t h e  d a t a  a r e  t o  b e  u s e d ,  

b e c a u s e  c e r t a i n  u s e r s  e s p e c i a l l y  management m i g h t  r e q u i r e  a c c o u n t i n g  

i n f o r m a t i o n  f o r  d e c i s i o n - m a k i n g  and c o n t r o l  p u r p o s e s  and o t h e r  u s e r s  

l i k e  c r e d l t o r S f  l e n d e r s *  G o ve rn m e n t ,  e t c ,  may r e q u i r e  a c c o u n t i n g

* i n f o r m a t i o n  f o r  d i f f e r e n t  p u r p o s e s .

B a s i c a l l y ,  c om m u n ic a t io n  w h ich  r e f e r s  t o  t h e  p r o c e s s  o f  i n f o r *  

o l n g  t h e  e m p lo y e e s  a b o u t  a l l  s o r t s  o f  a c t i v i t i e s  o f  th e  o r g a n i s a t i o n  

i n  t h e  form o f  d a t a  and i n f o r m a t i o n ,  t r i e s  t o  i n f o r m  them o f  t h e  

i n t e n t i o n s  o f  t h e  management and s e r v e s  as  a f e e d b a c k  t o  management 

r e g a r d i n g  t h e  r e s u l t  o f  t h e i r  d e c i s i o n s * ^  F i n a n c i a l  r e p o r t i n g  sy s te m  

a c t s  as an I m p o r t a n t  means o f  c o m m u n ic a t i o n  o f  I n f o r m a t i o n ,  In  c a s e  

o f  a l l  t y p e s  o f  e n t e r p r i s e s ,  a c c o u n t i n g  I n f o r m a t i o n  and t h e i r  p r o p e r  

r e p o r t i n g  a i d  as  t h e  v i t a l  t o o l  f o r  d e c i s i o n s  and c o n t r o l  p u r p o s e s .  

P r o p e r  f i n a n c i a l  r e p o r t s  and s t a t e m e n t s  need  t o  b e  p r e p a r e d  p o r t r a y 

i n g  the  r e a l  p i c t u r e  o f  the  e n t e r p r i s e  and b e  com m unicated  t o  t h e  

v a r i o u s  i n t e r n a l  and e x t e r n a l  u s e r s *  Com m unicat ing  t h e  r e s u l t s  o f
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t h e  b u s i n e s s  t o  t h e  I n t e r e s t e d  p a r t i e s  by means o f  f i n a n c i a l  r e p o r t s ,

p o r t r a y i n g  t h e  f i n a n c i a l  a s p e c t s  o f  t h e  a c t i v i t i e s  o f  t h e  e n t e r p r i s e
2

o v e r  a c e r t a i n  p e r i o d  t e n t a m o u n t s  t o  f i n a n c i a l  r e p o r t i n g  s y s te m *

 ̂ UOHSIN, M . ,  F i n a n c i a l  P l a n n i n g  and C o n t r o l ,  o p .  c i t * ,  p . 186*

^ GUPTA, N, DAS, F i n a n c i a l  R e p o r t i n g  In  I n d i a .  S u l ta n  Chand and S on s ,  
New D e l h i ,  1 9 7 7 ,  p * 3 .
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On t h «  o t h e r  handi, ’'Manageraent I n f o r m a t i o n  System "  w h ich  I s  

tcrtoed by s o n *  w r i t e r s  as  " I n f o r m a t i o n  P r o c e s s i n g  S y s t e o s " t  

d e s i g n e d  to  s u p p o r t  the  o p e r a t i o n s  and d e c i s i o n a l  f u n c t i o n s  o f  an
3

o r g a n i z a t i o n .  P i e c e s  o f  i n f o r m a t i o n  are  d a t a  which  a r e  e v a l u a t e d  

f o r  a s p e c i f i c  p u r p o s e .  The a c c o u n t s  d e p a r tm e n t  c o l l e c t s  d a t a  and 

e v a l u a t e s  them f o r  s p e c i f i c  p u r p o s e s  and t h e y  become I n f o r f f l a t i o n .

The f l o w  o f  i n f o r m a t i o n  i s  made r e g u l a r  by means o f  an i n f o r m a t i o n  

s y s t e m .  A management i n f o r m a t i o n  sys te m  a i d s  management i n  g e t t i n g  

t h i s  J o b  d o n e .  In s i m p l e  s e n s e ,  i n f o r m a t i o n  f o r  d e c i s i o n - n a k l n g  i s  

management i n f o r m a t i o n  s y s t e m .  A management i n f o r m a t i o n  s y s t e n  can 

be d e f i n e d  as  an o r g a n i s e d  method o f  p r o v i d i n g  e a c h  Manager ^  

i n f o r m a t i o n  and o n l y  w i t h  t h a t  i n f o r m a t i o n  w h ic h  he n e e d s  f o r  h i s  

d e c i s i o n s  and I n  a form  which  a i d s  h i s  u n d e r s t a n d i n g  and s t i m u l a t e s  

h i s  a c t i o n . ^  A management i n f o r m a t i o n  sy s te m  may a l s o  be  d e f i n e d  as
'I  ̂ '

the  s e t  o f  human and c a p i t a l  r e s o u r c e s  w i t h i n  an o r g a n i z a t i o n  v h i c h
- i ' - , 1 ^' 

i s  r e s p o n s i b l e  f o r  c o l l e c t i o n  and p r o c e s s i n g  o f  d a t a  t o  p r o d u c e

i n f o r m a t i o n  which  a i d s  management In d e c i  s i  on*m aking  and c o n t x ' o l l l n g

the  a c t i v i t i e s  o f  the  o r g a n i z a t i o n . ^  F u r t h e r *  management I n f o m i a *

t l o n  sys tem  has  been  d e s c r i b e d  by R o b e r t  V .  Head as a p y r a m id  s t r u c -

t u r e  shown b e lo w  ( F i g .  1 )  i n  w h ich  the b o t t o m  l a y e r  c o n s i s t s  o f  t h e

i n f o r m a t i o n  f o r  t r a n s a c t i o n  p r o c e s s i n g *  s t a t u s  i n q u i r i e s , e t c * *  th e

n e x t  l e v e l  c o n s i s t s  o f  i n f o r m a t i o n  r e s o u r c e s  In  s u p p o r t  o f  t h e  d a y -

t o - d a y  o p e r a t i o n s  o f  management* the  t h i r d  l e v e l  c o n s i s t s  o f  I n f o r -

DAVIS* GoiDON B . ,  Management I n f o r m a t i o n  System i C o n c e p t u a l  
F o u n d a t i o n s .  S t r u c t u r e  and D e v e lo p m e n t .  M c G r a w - H i l l .  I n t e r n a t i o n a l  
BtTok Company* 1 9 7 4 ,  p . 3 .

^ RAO* K. VENKATA, I n t r o d u c t i o n  t o  Q u a n t i t a t i v e  T e e h n ln u e a  and Data 
P r o c e s s i n g . S.  Chand & C o .  L t d . *  New D e l h i ,  1 s t  Ed.*  1 9 7 5 ,  p . 2 4 6 .

^ k a n t e r* JEROME* f ta n iq a B in . t - o g A ftn U d  “ anaqgnient ^nfgtmaU.ga-Sya-t f i f l*
P r e n t l c e - H a l l  o f  I n d i a  P r i v a t e  L t d . ,  New D e l h i ,  1978* p .  1 - 2 .
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n a t i o n  r e s o u r c e s  t o  a i d  In  t a c t i c a l  p l a n n i n g  and d a c l s i o n - n a k l n g  f o r  

aanagaoiant  and t h e  top  l e v e l  c o n s i s t s  o f  i n f o m a t l o n  r e s o u r c e s  In  

s u p p o r t  o f  t h e  p l a n n i n g  and p o l i c y  n a k l n g  by h i g h e r  l e v e l *  o f  n a n a g e -  

m ent*^ Thus» t h e  g o a l  o f  nTanagenent i n f o r r a a t i o n  s y s t e o  i s  t o  s u p p o r t  

t h e  o p e r a t i o n s  o f  the  e n t s r p r l s e  and f i n a l l y  c o n t r i b u t e  t o  t h e  equa 

l i t y  o f  Banagement d e c i s i o n » i a a k i n g  and c o n t r o l  f u n c t i o n * ^
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MIS 
f o r  

/ s t r a t e g i c  
i l a n n i n g  and 

i e c i s l o n - a a k i n c

Management i n f o r >  
n a t i o n  f o r  t a c t i c a l  
p l a n n i n g  and d e c i -

mKiaa___________
M anageoent  i n f o r m a t i o n  

' f o r  o p e r a t i o n a l  p l a n n l n g t  
d e v i s l o n - o a k i n g  and c o n t r o l '

T r a n s a c t i o n s  p r o c e s s i n g ,  s ta tu s^  
i n q u i r y  r e s o u r c e s t  e t c .

F i g .  l i  Pyramid S t r u c t u r e  o f  Manage
ment I n f o r m a t i o n  System .

6 head ,  ROBERT V . ,  "Management I n f o r m a t i o n  System i A C r i t i c a l  
^ p r a i s a l ' * f  D a t a a a t i o n .  May* 1 9 6 7 ,  p . 2 3 .

^ DE MAAGD, GERaLD R. ( E d . ) ,  "Management I n f o r m a t i o n  System ,  
Management A c c o u n t i n g .  V o l .  LXV, N o .  7 ,  J a n u a r y ,  1 9 8 4 .
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Froo  t h «  abov e  d « f l n i t i o n s «  I t  can be s a i d  t h a t  m a n a g w f ln t  

i n f o x m a t i o n  and f i n a n c i a l  r e p o r t i n g  sys tem  i s  an i n t e g r a t e d  sy s te m  

w hich  p r o v i d e s  oanagem ent  w i t h  d a t a  and i n f o r m a t i o n  i n  th e  f o n n  o f  

r e p o r t s  t o  s u p p o r t  the  o p e r a t i o n s  o f  t h e  o r g a n i z a t i o n  and t o  a i d  

management i n  i t s  d e c i s i o n - m a k i n g  and c o n t r o l  f u n c t i o n .  F o r  t h e  

p u r p o s e  the  sys tem  n e e d  be  o r g a n i z e d  I n  s u c h  a way as  t o  p r o v i d e  

the  n e c e s s a r y  I n t e l l i g e n c e  on a t i m e l y  b a s i s  to  h e l p  m anag eaent
g

d e c i d e ,  e x e c u t e  and c o n t r o l .  Xn t h i s  c o n n e c t i o n  th e  key t o  d e v e 

l o p i n g  a dynam ic  and u s a b l e  raanagenent  i n f o r m a t i o n  and f i n a n c i a l
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r e p o r t i n g  sys tem  i  s t o  c o n c e i v e  o f  t h e  management p r o c e s s  n a n e l y »
9

d e c i s i o n  and c o n t r o l ,  r e q u i r i n g  v a r i o u s  t y p e s  o f  i n f o r m a t i o n  and 

d a t a  n a m e ly ,  f i n a n c i  a l  and n o n - f i n a n c i  a l ,  e n v i r o n m e n t a l ,  c o m p e t i -

t i v e  and o p e r a t i n g  f o r  d e c i s i o n - m a k i n g ,  c o n t r o l  and f e e d b a c k  p u r 

p o s e s .

It
7 * 2  ManaQewent I n f o m a t i o n  System <Qperation

Mati ,ona]48«t !

The i n d u s t r i a l  e n t e r p r i s e s  p l a c e d  u n d e r  the  s e l e c t e d  s e c t o r  

c o r p o r a t i o n s  c o n s i s t e d  o f  d i v e r s i f i e d  n a t u r e  w i t h  d i v e r s i f i e d  p r o 

d u c t s  and e a c h  o f  the i n d u s t r i a l  e n t e r p r i s e s  was b e s e t  w i t h  m u l t i 

p l e  p r o b l e m s .  There  was no  p r o v i s i o n  f o r  I n f o r m a t i o n  f l o w  from  th e  

i n d u s t r y  s h o p s  o r  c e n t r e s  t o  t h e  i n d u s t r y  management ( l o c a l  manage

m ent )  and upward t o  the  c o r p o r a t i o n  managemen vjr-rloun ' e^r.rt-

l>ack o f  i n f o r m a t i o n  f l o w  c a u s e d  much d e l a y  i n  d e c i s i o n  

making p r o c e s s  a t  the  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l s .  T h is

8

9
‘ 'iasi f  "p • CoJ^bta Univirslty P r « 3 ,

WILSON, R . M . S . .  F i n a n c i a l  C o n t r o l . ;  A System A p p r o a c h ,  o a . c l t . .  
p p . 3 0 -3 1 .
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r e s u l t e d  In  o p e r a t i o n a l  i n e f f i c i e n c y  h a o p ^ r ln g  t h e  u n - i n t e r r u p t e d  

f l o w  o f  i n f o i r a a t l o n  r e l a t i n g  t o  c a p a c i t y  u t i l i z a t i o n ,  m a r k e t i n g *  

s a l e e *  i n v e n t o r y  c o n t r o l *  c o s t  o f  p r o d u c t i o n *  w o r k in g  c a p i t a l *  

c a p i t a l  e x p e n d i t u r e s ,  e t c *  A management i n f o r m a t i o n  s y s t e a  d i v i s i 

on was s e t  up In  each  c o r p o r a t i o n ' s  head o f f i c e  so  as  t o  e n s u r e  

op t inum  c a p a c i t y  u t i l i z a t i o n  and i n c r e a s e  p r o d u c t i v i t y  t h u s  o a x l n i i -  

z in g  r e t u r n  f o r  grow th  o f  I n d u s t r i e s . ^ ^

The p r e l i m i n a r y  work f o r  i n t r o d u c t i o n  o f  tnanagement i n f o r i ^ a -  

t i o n  system  was s t a r t e d  i n  1972 and c o m p l e t e d  i n  c o r p o r a t i o n s  l i k e  

BSFXC, BCIC and BS£C i n  1 9 7 3 - 7 4  by th e  P . A .  Uanagement  C o n s u l t a n t s  

Ltd* Whereas  i n  EJUC, 'Aorld  Bank Team i n  1977 a f t e r  s t u d y i n g  th e  

e x i s t i n g  r e p o r t i n g  sys tem  a d v i s e d  to  s e t  up a MIS immedaL a t e l y *  A 

l o c a l  f i rm  o f  management c o n s u l t a n t s  which  was a p p o i n t e d  t o  d e s i g n  

and im p le m e n t  MIS f o r  p M C  and i t s  e n t e r p r i s e s ,  s u b m i t t e d  t h e i r  

r e p o r t s  i n  1979 and a , s k e l e t o n  MIS headed  by a *G e n e r a l  Manager  was * 

i n t r o d u c e d .  The main o b j e c t i v e  o f  i n t r o d u c i n g  the  management  i n f o r 

m a t io n  system w§s t o  s e t  up an e f f e c t i v e ,  u n i f o r m  and s o p h i s t i c a t e d  

i n f o r m a t i o n  sys tem  a t  « i t e r p r i s e s ,  so  t h a t  c o r p o r a t i o n s  and G o v e r n 

ment can e v a l u a t e  the  p e r f o r m a n c e s  and a c h i e v e m e n t s  o f  t h e  e n t e r 

p r i s e s ,  i d e n t i f y  t h e i r  s h o r t c o m i n g s  and p r o b l e m s  and f a c i l i t a t e  

r i g h t  d e c i s i o n s  by the  r i g h t  p e r s o n s  a t  t h e  r i g h t  t im e *

The s y s te m  t h a t  was i n v o l v e d  i n  th e  d i f f e r e n t  l e v e l s  o f  commu

n i c a t i o n  and f i n a n c i a l  r e p o r t i n g  s u c h  as  c o l l e c t i o n  and r e c o r d i n g  

• f  d a t a  and i n f o r m a t i o n ,  p r e p a r i n g  p r o p e r  r e p o r t s ,  s t a t e m e n t s  and 

r e t u r n s ,  and l a s t l y ,  d i s s e m i n a t i n g  t h e s e  r e p o r t s ^ e t c *  to  th e

C f «  H^ua^ls  o f  I n t e g r a t e d  A c c o u n t i n g  System o f  the  S e l e c t e d  
S e c t o r  C o r p o r a t i o n s *
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v a r i o u s  i n t e r n a l  and e x t e r n a l  u s e r s  was known as  intfiageraent i n f o r 

m a t io n  s y s te m  i n  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  i n  B a n g la d e s h *  

The management i n f o r m a t i o n  sys te m  d i v i s i o n  a t  c o r p o r a t i o n  l e v e l  

had t o  d e v i s e  s y s te m s  a c c o r d i n g  t o  n a t u r e »  p r o d u c t s *  i n v e s t m e n t s ,  

e t c * *  o f  th e  e n t e r p r i s e s  c o n c e r n e d *  H ow ever ,  t h e  sys tem  i n t r o d u c e d  

i n  the  i n d u s t r i e s  had the  f o l l o w i n g  common e l o n e n t s  o f  i n f o r m a t i o n  

f  low t

( a )  I n p u t  and o u t p u t  d a t a  f rom  p r o d u c t i o n  s h o p s )

( b )  S a l e s  d a t a  from M a r k e t in g  D i v i s i o n i

( c )  Raw m a t e r i a l s  a s  w e l l  as i m p o r t a n t  s p a r e s  s t o c k  p o s i 
t i o n s  i d e n t i f y i n g  c r i t i c a l  a r e a s ;

( d )  Manpower u t i l i z a t i o n  and i d l e  h o u r s  f rom  p r o d u c t i o n  
sh o p s  and s e r v i c e  c e n t r e s }

( e )  L i q u i d i t y  p o s i t i o n ,  p r o f i t  and l o s s  p o s i t i o n ,  s t a t e 
m ents  o f  a s s e t s  and l i a b i l i t i e s ,  b u d g e t  u s a g e  s t a t e 
m e n t ,  s a l a r i e s  and twages c o n t r i b u t i o n  t o  n a t i o n a l  
e x c h e q u e r  f rom  a c c o u n t s  and

> ^‘( f )  Mdnpower s t r e n g t h  a g a i n s t  o r g a n v g r a m ,  law and o r d e r
' 11 1  ̂s i t u a t i o n  f rom  a d m i n i s t r a t i o n ,  e t c *

F u r t h e r ,  th e  s y s te m  t h a t  was I n t r o d u c e d  c o n s i s t e d  o n e  s e p a 

r a t e  d e p a r tm e n t  o r  d i v i s i o n  and t h r e e  s e c t i o n s  a t  t h e  c o r p o r a t i o n  

l e v e l *  The Management I n f o r m a t i o n  System D i v i s i o n  o r  D epartm ent  

was u l t i m a t e l y  p l a c e d  u n d e r  the c o n t r o l  and s u p e r v i s i o n  o f  t h «  

F in a n c e  D i r e c t o r  and the  Head o r  C h i e f  o f  t h e  Management I n fo r m a 

t i o n  System was d e s i g n a t e d  as  G e n e r a l  Manager* He was t o  

d i r e c t l y  r e p o r t  to  the Head o f  the  A c c o u n t s  D i v i s i o n  who i n  tu rn

iA»ould r e p o r t  t o  the  F in a n c e  D i r e c t o r ,  t h e  t op  m o s t  f i n a n c i a l

^1 C f , ,  Oraaftl n a t i o n  Manual s o f  BJMC, BTMC, BSFIC, BSEC and BCIC.
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e x e c u t i v e  i n  the  C o f p o r a t i o n .  There  had been t h r e e  conmon s e c t i o n s  

i n  Management I n f o r m a t i o n  System D e p a r t n e n t / D i v i s i o n  i n  t h e  c a s e  o f  

e a c h  o f  t h e  C o r p o r a t i o n s  and t h e s e  are known as  " C o l l e c t i o n  and 

R e c o r d in g  o f  Management Data and I n f o r m a t i o n ' * ,  " A n a l y s i n g  and P r o 

c e s s i n g  o f  Data and I n f o r m a t i o n ” and " P r e p a r a t i o n ,  P u b l i c a t i o n  and 

C i r c u l a t i o n  o f  R e p o r t s " .

The raanageroent i n f o r m a t i o n  sy s te m  a t  t h e  e n t e r p r i s e  l e v e l  

c o n s i d e r e d  o f  a s u b - s e c t i o n  named as "Annual  R e p o r t s  and F i n a n c i a l  

S t a t e m e n t s "  u n d e r  " G e n e r a l  A c c o u n t s "  S e c t i o n *  T h is  s u b - s e c t i o n  had 

been p l a c e d  u n d e r  the u l t i m a t e  c o n t r o l  and s u p e r v i s i o n  o f  the  C h i e f  

o r  Deputy  C h i e f  A c c o u n t a n t  who was the  head  o f  the  A c c o u n t s  D e p a r t 

ment o f  th e  e n t e r p r i s e .  The he^d o f  t h i s  s u b - s e c t i o n  was knovm as  

A s s i s t a n t  A c c o u n t a n t  who had t o  r e p o r t  t o  the  A c c o u n t a n t ,  t h e  Head 

o f  t h e  " G e n e r a l  A c c o u n t s "  s e c t i o n .  T h ere  had been two u n i t s  u n d e r  

t h i s  s u b - s e c t i o n  o f  each  e n t e r p r i s e  n a n e l y t  " C o l l e c t i o n ,  R e c o r d i n g ,  

A n a l y s i n g  and P r o c e s s i n g  o f  Data and I n f o r m a t i o n "  and " P r e p a r a t i o n ,  

C o m p i l a t i o n  C i r c u l a t i o n  o f  F i n a n c i a l  R e p o r t s  o r  S t a t e m e n t s * *

The f o l l o w i n g  f i g u r e s  2 and 3 show the o r g a n i z a t i o n  sy s te m  

o f  MIS t h a t  was i n  o p e r a t i o n  b o th  a t  t h e  C o r p o r a t i o n  l e v e l  and th e  

E n t e r p r i s e  l e v e l  r e s p e c t i v e l y .

249
Dhaka University Institutional Repository



250

F i g ,  2 O r g a n i s a t i o n  o f  MIS a t  the  S e l e c t e d  C o r p o r a t i o n  l e v e l

1fI F in a n c e  Pi r e c t o r  |

II C o n t r o l l e r  o f  A c c o u n t s  o r  
I C h i e f  A c c o u n t a n t

,---------------------------------!-------------------------------j
I MIS Departm ent  o r  D i v i s i o n  3
I o r  S t a t i s t i c s  Departm ent  |

C o l l e c t i o n  and !
R e c o r d in g  o f  Manage* 
ment Data and *
I n f o r m a t i o n  *

A n a l y s i s  and Proce*  
s s i n g  o f  Data ii^d 
I n f o r a a t i o n

P r e p a r a t i o n *  P u b - !  
l i C a t i o n  and C l r - *  
c u l a t i o n  o f  f iepor*  
t s ,  e t c ,  *

( S o u r c e i  O r o a n i t a t i o n  Manuals o f  the  BJMC, BTMC  ̂ BSFIC, BSEC an^ BCIC),

F i g .  3 O r g a n i s a t i o n  o f  MIS a t  thê  S e l e c t e d  Enterorl

C h i e f  o r  Deputy 
C h i e f  A c c o u n t a n t

Annual R e p o r t s  and 
F i n a n c i a l  S ta te m e n ts

C o l l e c t i o n ,  R e c o r d in g *  Ana
l y s i s  and P r o c e s s i n g  o f  
Management and A c c o u n t i n g  
Data and I n f o i m a t i o n

P r e p a r a t i o n *  C o c o p i l a t i o n  \ 
and C i r c u l a t i o n  o f  F i n a n - *  
d a l  S ta te m e n ts*  e t c *  *

( S o u r c e i  O f f i c e  Memoranda o f  some s e l e c t e d  e n t e r p r i s e s  u n d e r  a l l  
th e  s e l e c t e d  C o r p o r a t i o n s , )
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Thtt s y s t e n  f o r  management I n f o x m a t l o n  a t  th e  e n t e r p r i s e  l e v e l  

I s  30 e v o l v e d  t h a t  a c e n t r a l  o r  main c e l l  r e c e i v e s  a l l  i n f o r m a t i o n  

front r e s p e c t i v e  s h o p s  o r  c e n t r e s  a t  th e  end o f  the  day* The c e l l  

f u r n i s h e s  some o f  th e  i n f o r m a t i o n  i n  p r e - d c $ i g n e d  f o rm s *  to  d i f f e 

r e n t  l e v e l s  o f  t h e  e n t e r p r i s e  management* I t  a l s o  s e n d s  w e e k ly  

r e t u r n s  s t a t i n g  p e r f o r m a n c e s  i n  v a r i o u s  f i e l d s ^  i n d i c a t i n g  c r i t i c a l  

a r e a s  and a l s o  s t a t i n g  o p e r a t i o n a l  d i f f i c u l t i e s *  i f  any ,  t o  t h e  HXS 

D i v i s i o n  o r  Departm ent  i n  the Head O f f i c e *  A l l  t h e s e  p a r t i c u l a r s  a r e  

s e n t  i n  p r e - d e s i g n e d  f o rm s  at  t h e  end o f  th e  week* M o n th ly  o r  q u a r 

t e r l y  p e r f o r m a n c e s  in  t h e  f i e l d  o f  p r o d u c t i o n  s a l e s  and a l l  o t h e r  

r e l e v a n t  f i e l d s  are  a l s o  s e n t  i n  p r e - d e s i g n e d  form s  t o  Head O f f i c e  

i m m e d i a t e l y  the  month o r  q u a r t e r  i s  o v e r *  The prob lem  a r e a s  and 

r e a s o n s  f o r  f a i l u r e  to  a t t a i n  p r e d e t e r m i n e d  t a r g e t  i n  t h e  f i e l d  o f  

p r o d u c t i o n *  m a r k e t i n g *  p r o f i t *  p r o d u c t i v i t y *  e t c *  are  a l s o  c l e a r l y  

s t a t e d  i n  s u c h ~ r « p o r t s «  i ■ ' _ (
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I .

7 * 3  O p e r a t i n g  F u n c t i o n s  o f  Management I n f o r m a t i o n  System

Management i n f o r m a t i o n  sys tem  b o th  a t  c o r p o r a t i o n  and e n t e r p r i s e

l e v e l s  p l a y s  a v i  t a l  s t a f f  f u n c t i o n  In  t h e  w h o le  d e c i s i o n  making p r o -
12c e s s  and o p e r a t i o n  o f  the  n a t i o n a l i s e d  i n d u s t r i e s  byt

( l )  P r o v i d i n g  i n f o r m a t i o n  t o  the  Governm ent  f o r  p l a n n i n g *  

d e c i s i o n - m a k i n g *  p o l i c y  f ra m in g*  b u d g e t  and t a r g e t  f i x i n g  and f o l l o w -  

upi ( i i )  p r o v i d i n g  i n f o r m a t i o n  t o  t h e  c o r p o r a t i o n  management f o r  

d e c i s i o n - m a k i n g *  c o n t r o l l i n g  and s u p e r v i s i n g  the  e n t e r p r i s e s  a c t i v i 

t i e s  i n  r e g a r d  to  f i n a n c e *  p r o d u c t i o n *  s a l e s  e x p o r t *  i n v e n t o r y  

c o n t r o l *  p r o cu re m e n t*  p e r s o n n e l  management* c a p i t a l  e x p e n d i t u r e *

Q r a a n l r a t i o n a l  Manuals  o f  S e l e c t e d  S e c t o r  C o r p o r a t i o n s *12
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i n c e n t i v e  «nd l a b o u r  u e l f a r e  t a r g e t ,  p r o f i t  and l o s s  f i g u r e s ,  « « 9 t « g «  

and r e c o v e r y  and ( i l l )  p r o v i d i n g  i n f o r n a t i o n  back to  the  e n t e r p r i s a s  

th ro u gh  f e e d b a c k  sys tem  which  can e n a b l e  the  e n t e r p r i s e s  to  keep  

i n f o r m e d  a b o u t  t h e i r  p e r f o r m a n c e s  i n  r e a l e t i o n  t o  o t h e r s  and t h e i r  

r e s p e c t i v e  d e f i c i e n c i e s *

M a jo r  f u n c t i o n s  o f  the Management I n f o r m a t i o n  Systera D i v i s i o n  

a t  t h e  C o r p o r a t i o n  l e v e l  i n c l u d e  the f o l l o w i n g t ^ ^  ( a )  I n t r o d u c t i o n  

o f  th e  system  i n  e n t e r p r i s e s ,  ( b )  S u b m iss io n  o f  p e r i o d i c a l  r e t u r n s  

w i th  a n a l y t i c a l  n o t e s  and s u g g e s t i o n s  t o  management,  ( c )  F u r n i s h i n g  

a l l  r e p o r t s  and r e t u r n s  t o  c o n c e r n e d  M i n i s t r i e s  and o t h e r  A g e n c i e s  

and I n t e r n a t i o n a l  O r g a n i s a t i o n ,  ( d )  M a in te n a n ce  o f  Data Bank,

( e )  P r e p a ^ e t i o n  o f  Annual R e p o r t s t  e t c .

The m a j o r  f u n c t i o n s  o f  management i n f o r m a t i o n  sys te m  as i d e n t i 

f i e d  by t h e  s a m p le s  a re  a l s o  shown i n  t h e  f o l l o K l n g  T a b le
■ M  “

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  M a jo r  F u n c t i o n s  o f  
Management I n f o r m a t i o n  System

iM ajor  Samples I c o r p o r a - I  E n t e r -  I T o t a l  i
( F u n c t i o n s  o f  Managenen^ —— I t i o n s  I p r i s e s  I I
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C o l l e c t i o n ,  C o m p i l a t i o n  and C o n s o l i d a 
t i o n  o f  Uonl|ily O p e r a t i o n a l  P e r f o r m a n c e s  
f o r  Board o f  D i r e c t o r s

14 16 30 ( 6 7 )

C o l l e c t i o n ,  C o m p i l a t i o n  and C o n s o l i d a 
t i o n  o f  M o n th ly  P r e l i m i n a r y  R e p o r t s  o f  
I n d u s t r y  w i t h  R e l a t e d  I n f o x m a t i o n

16 13 29 ( 6 4 )

P u b l i c a t i o n  o f  M onth ly  B u l l e t i n 14 14 2B ( 6 2 )

Day t o  Day I n f o r m a t i o n  t o  A u t h o r i t y  
P u b l i c a t i o n  o f  Q u a r t e r l y  Summary o f

13 12 25  ( 5 5 )

P r o d u c t s 16 7 23  ( 5 1 )

( F i g u r e s  in  b r a c k e t s  are  p e r c e n t a g e s  o f to  t a l number o f s a m p l e s )

I b i d .
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The abov *  T a b l «  7 . 1  shows th e  m a j o r  f u n c t i o n s  p e r f o r m e d  by t h e  

MIS d i v i s i o n  o r  d e p a r tm e n t  w hich  i n  o r d e r  o f  i m p o r t a n c e  w e r e t  c o l l e c -  

t i o n ,  c o o p l l a t i o n  and c o n s o l i d a t i o n  o f  o o n t h l y  o p e r a t i o n a l  p e r f o r 

mances f o r  Board  o f  D i r e c t o r s  such  as  p r e p a r a t i o n  o f  w e e k ly  o r  

m o n th ly  o r  q u a r t e r l y  p e r f o r m a n c e s  r e p o r t s  on the  b a s i s  o f  d a ta  c o l l e c 

t e d  th r o u g h  p r e - d e s l g n e d  p r o f o r m a  from th e  e n t e r p r i s e s  r e g a r d i n g  

p r o d u c t i o n *  s a l e s »  c a p a c i t y  u t i l i z a t i o n .  I n v e n t o r y ,  l i q u i d i t y ,  p r o f i -  

t a b i U t y f  p r o d u c t i v i t y ,  manhour u t i l l x a t i o n ,  e t c .  (67  p e r c e n t ) ^  

c o l l e c t i o n ,  c o m p i l a t i o n  and c o n s o l i d a t i o n  o f  m o n t h ly  p r e l i m i n a r y  

r e p o r t s  o f  the  e n t e r p r i s e s  w i t h  r e l a t e d  i n f o r m a t i o n  such  as  p r e p a r a 

t i o n  o f  m o n th ly  r e p o r t  s how ing  w a s t a g e  o f  raw m a t e r i a l s ,  e l e r a e n t - w l s e  

o v e r h e a d  e x p e n s e s ,  e t c .  ( 6 4  p e r c e n t ) ;  p u b l i c a t i o n  o f  m o n t h l y  b u l l e t i n  

( 6 2  p e r c e n t ) ;  s u p p ly  o f  d a y - t o - d a y  I n f o r m a t i o n  t o  t h e  p r o p e r  a u t h o r i 

t i e s  and m a i n t a i n i n g  DATA BaNK f o r  m e e t i n g  any q u l r y  on th e  e n t e r 

p r i s e s  o r  c o r p o r a t i o n  by ithe top  management o f '  th e  c o r p o r a t i o n )  

G overnment  d e p a r tm e n ts *  I n s t i t u t i o n a l  a g e n c i e s  l i k e  W or ld  Bank, e t c *  

a t  any t im e ( 5 5  p e r c e n t )  and f i n a l l y ,  p u b l i c a t i o n  o f  q u a r t e r l y  

summary o f  p r o d u c t s  and annua l  r e p o r t s  o f  the c o r p o r a t i o n  (51  p e r  

c e n t ) .  The r e l a t e d  r e p o r t s  w i t h  a n a l y t i c a l  n o t e s  I d e n t i f y i n g  c r i t i 

c a l  a r e a s  which  r e q u i r e  a t t e n t i o n  o f  the t o p  management a r e  u s u a l l y  

s u b m i t t e d  to  the  t o p  managemant.  M i n i s t r y  o f  I n d u s t r i e s  and Commerce 

and v a r i o u s  Government  and o t h e r  a g e n c i e s *

Among the v a r i o u s  f u n c t i o n s  p e r f o r m e d  by the  MIS d i v i s i o n  o r  

d e p a r t m e n t ,  ( i ) c o l l e c t i o n ,  c o m p i l a t i o n  and c o n s o l i d a t i o n  o f  m o n t h l y ,  

p r e l i m i n a r y  r e p o r t s  o f  I n d u s t r y  w i t h  r e l a t e d  i n f o r m a t i o n  and ( i l )  

c o l l e c t i o n ,  c o m p i l a t i o n  and c o n s o l i d a t i o n  o f  m o n t h ly  o p e r a t i o n a l  

p e r f o r m a n c e  f o r  Board  o f  D i r e c t o r s  had been  t r e a t e d  as b e i n g  r e l a t e d  

t o  a c c o u n t i n g  d i m e n s i o n s  w h i l e  the  r e m a in in g  f u n c t i o n s  w ere  t r e a t e d  

as b e in g  r e l a t e d  to  n o n - a c c o u n t i n g  d i m e n s i o n s *
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I t  i «  thug  e v i d e n t  t h a t  the m a j o r  f u n c t i o n s  p e r f o r m e d  by t h e  

MIS d i v i s i o n  o r  d e p ar tm e n t  vvere more o r  l e s s  t o  s u p p l y  i n f o r m a t i o n  

and d ata  r e l a t i n g  t o  v a r i o u s  r e l a t e d  a s p e c t s  o f  b o t h  e n t e r p r i s e s  and 

c o r p o r a t i o n s  t o  h e l p  management a t  a l l  l e v e l s  f o r  i t s  d e c i s i o n  and 

c o n t r o l  p u r p o s e s  w h e r e in  n o n - a c c o u n t i n g  f u n c t i o n s  u e r e  h i g h l y  s t r e 

s se d *

Based on T a b le  7 * 1 ^ the  r e s p o n s e s  o f  t h e  s a m p le s  as  r e g a r d s  t h e  

f u n c t i o n s  o f  Management I n f o r m a t i o n  System D i v i s i o n  o r  S e c t i o n  I n  

the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s *  t h e  f u n c t i o n s  b e i n g  r e l a t e d  t o  

a c c o u n t i n g  and n o n - a c c o u n t i n g  a s p e c t s  are  shown i n  th e  f o l l o w i n g  

T ab le  7 . 2 i

T a b le  -  7 . 2

f l e sp o n s e s  o f  S a n p le s  r e g a r d i n g  the  E x te n t  o f  A c c o u n t i n g
and N o n - A c c o u n t i n g  F u n c t i o n s  o f  Management I n f o r m a t i o n

S y s t e a s

i F u n c t i o n s  o f  Managed 
jh-jiient I n f o r m a t i o n  ( A c c o u n -  
i ^ " - - - „ ^ S y s t e m  1 t i n g  
{ L e v e l s
i a l  Uft#_ ........... -

T ----------------- r
1 Non-  1 
I a c c o u n - i  
i t i n g  i
i I

------- ----T ..... —̂ *
T o t a l  1 L e v e l  o f  1

i S i g n i f i c a n c e  i1 -  11 . " j t
1 , 1

Co rpo  r a t i o n s 30 ( 4 1 ) 43  ( 5 9 ) 7 3 ( 1 0 9 )  C h i - S q u a r e
-  0 . 4 4

E n t e r p r i  s e s 29 ( 4 7 ) 33 ( 5 3 ) 62 ( 1 0 0 )  N ot  S i g n i f i c a n t
a t  *05  l e v e l .

T o t a l  » S9 ( 4 4 ) 76 ( 5 6 ) 135 ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a t »  c o l u m n - p e r c e n t a g e s ) «

From the  above  T a b le  i t  i s  c l e a r  t h a t  56 p e r c e n t  o f  the s a m p le s  

vletAted the  f u n c t i o n s  o f  Management I n f o r m a t i o n  System D i v i s i o n  o r  

S e c t i o n  i n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  a s  r e l a t e d  to  non

a c c o u n t i n g  d i m e n s i o n s  w h i l e  44  p e r c e n t  o f  t h e  v i e w e d  the  same f u n c *

Dhaka University Institutional Repository



t l o n s  as r s l a t e d  to  a c c o u n t i n g  d i m e n t l o n s *  Of the  s a n p l e s  a t  c o r p o *

r a t i o n  l e v e l ,  59 p e r c e n t  and 41 p e r c e n t  o p i n e d  th e  same f u n c t i o n s
and a c c o u n t i n g

are  r e l a t e d  t o  n o n - a c c o u n t i n g / d i m e n s i o n s  r e s p e c t i v e l y .  On the  o t h e r  

hand,  o f  t h e  e n t e r p r i s e  h e a d s »  53 p e r c e n t  and 47 p e r c e n t  a l s o  o p i n e d  

the  sane f u n c t i o n s  as r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  d imen

s i o n s  r e s p e c t i v e l y .

Then,  o f  the  sai&ples «i>'ho v i e w e d  the  f u n c t i o n s  as  r e l a t e d  t o  n o n -  

a c c o u n t i n g  a s p e c t s  57 p e r c e n t  and 43 p e r c e n t  b e l o n g e d  to  the  c a t e g o 

r i e s  o f  c o r p o r a t i o n s '  s a m p le s  and e n t e r p r i s e  h ead s  r e s p e c t i v e l y  «>hi l e  

o f  the  s a m p le s  v«ho v i e w e d  the same f u n c t i o n s  as  r e l a t e d  t o  a c c o u n t i n g  

a s p e c t s ^  51 p e r c e n t  and 49 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  

c o r p o r a t i o n s *  sa m p le s  and e n t e r p r i s e  head s  r e s p e c t i v e l y .

I t  I s  th u s  e v i d e n t  t h a t  t h e r e  was h i g h  d e g r e e  o f  u s e  o f  f u n c t i o n s  

o f  MIS D i v i s i o n  o r  S e c t i o n  i n  t h e  n a t i o n a l i s e d  I n d u s t r i e s  as r e l a t e d  

t o  n o n - a c c o u n t i n g  d i m e n s i o n s  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e "  

l e v e l s . ' ^ M o r e o v e r ,  t h e r e ‘ seemed t o  be  no s i g n i f i c a n t  r e l a t i o n s h i p  

b e t w e e n - t h e  e x t e n t  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  d i m e n s i o n s  o f  

MIS and the  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  That I s ,  

the  o p i n i o n  v a r i a t i o n  as r e g a r d s  th e  e x t e n t  o f  f u n c t i o n s  o f  M is  

D i v i s i o n  o r  S e c t i o n  as r e l a t e d  t o  b o t h  a c c o u n t i n g  and n o n - a c c o u n t i n g  

a s p e c t s  was i n d e p e n d e n t  o f  the  v a r i a t i o n s  i n  the  l e v e l s  o f  such  u s e .

The f o l l o w i n g  T a b le  7 . 3  shows the  r e s p o n s e s  o f  th e  s a m p le s  

r e g a r d i n g  th e  p r o p e r  f u n c t i o n i n g  o f  management I n f o r m a t i o n  systeiB 

d i v i s i o n / s e c t i o n  a t  t h e  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .
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Re s p o n s e s  o f  t he  Samples  r e g a r d i n g  P r o p e r  F u n c t i o n i n g  
o f  Management  I n f o r m a t i o n  S / s t e m

■ 7t3

1 P r o p e r  F u n c t i o n i n g !  
MIS D i v i s i o n /

1 ^ ' "\ , .^ ^ ^ ^ S e c t lo n

i L e v e l s  ! 
l o f  Use

-------------  ,

Yes

I 1 
i

\......... ............ T-------- 1 .............. I
No i T o t a l  1 L e v e l s  c f  i 

1 1 S i g n i f i c a n c e  i

i l l  I 
[ i t  1

C o r p o r a t i o n s 14 ( 7 0 ) 6 ( 30 ) 20 ( 1 0 0 )  C h i - s q u a r e
«  0 . 0 2

E n t e r p r l  sts 17 ( 6 8 ) 8 ( 3 2 )  25 ( 1 0 0 )  N ot  S i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  1 31 ( 6 9 ) 14 ( 3 1 )  4 5  ( 1 0 0 )

( F i g u r e s  i n  b r e c k e t s  are  c o l u a n - p e r c e n t a g e s )

I t  i s  e v i d e n t  f r o n  the a b o v e  T a b le  t h a t  69  p e r c e n t  o f  t h e

s am ples  v i e w e d  t h a t  the  management i n f o r m a t i o n  s y s t e a  d i v i s i o n  o r

s e c t i o n  was f u n c t i o n i n g  p r o p e r l y  w h i l e  31 p e r c e n t  o f  them v i e w e d
70 p e r c e n t

the  o p p o s i t e .  Of the  s a m p le s  a t  c o r p o r a t i o n  l e v e l , / o p i n e d  t h a t  MIS

d i v i s i o n / s e c t i o n  f u n c t i o n e d  p r o p e r l y  and 30 p e r c e n t  o p i n e d  t h a t  t h e

f u n c t i o n i n g  o f  M is  d i v i s i o n  o r  s e c t i o n  was n o t  p r o p e r *  Of th e  e n t e r -  
68 p e r c e n t

p r i s e  h e a d s ^ / o p i n e d  t h a t  the  f u n c t i o n i n g  o f  M is  was p r o p e r  w h i l e

32 p e r c e n t  o p i n e d  t h a t  f u n c t i o n i n g  o f  MIS d i v i s i o n / s e c t i o n  w «s  n o t  

p r o p e r *  Then,  o f  t h e  s a m p le s  who v i e w e d  p r o p e r  f u n c t i o n i n g  o f  MIS 

d i v i s i o n / s e c t i o n »  55 p e r c e n t  and 45  p e r c e n t  b e l o n g e d  t o  th e  c a t e g o 

r i e s  o f  e n t e r p r i s e  heads  and c v r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y  w h i l e  

o f  the  sam ples  who v i e w e d  I m p r o p e r  f u n c t i o n i n g  o f  HIS d i v i  s l o n / s e c -  

t i o n t  57 p e r c e n t  and 43  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r 

p r i s e  headsr and c o r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y .
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I t  i s  thus  e v i d e n t  from the o p i n i o n  o f  the  r e s p o n d e n t s  t h a t  a 

a a j o r i t y  o f  them v i e w e d  t h a t  MIS d i v i s i o n  o r  s e c t i o n  b o t h  a t  c orpora* -  

t i o n  and e n t e r p r i s e  l e v e l s  was f u n c t i o n i n g  p r o p e r l y .  But t h e r e  

seemed t o  be  no s i g n i f i c a n t  r e l a t i o n s h i p  be tw een  the  e x t e n t  o f  p r o p e r  

f u n c t i o n i n g  o f  UIS d i v i s i o n  o r  s e c t i o n  and the  l e v e l s  o f  u s e  ( n o t  

s i g n i f i c a n t  a t  *05 l e v e l ) .  That I S }  the o p i n i o n  v a r i a t i o n  w i t h  r e s 

p e c t  t o  t h e  e x t e n t  o f  p r o p e r  and i m p r o p e r  f u n c t i o n i n g  o f  MiS d i v i s i o n /  

s e c t i o n  was i n d e p e n d e n t  o f  the  v a r i a t i o n s  i n  th e  l e v e l s  o f  such  u s e *

7*^ S t r u c t u r e  o f  F i n a n c i a l  and MIS R e p o r t s «  and 
T n T e ^ ^ l  ^ d  E x t e r n a l  U s ^ s  t h e r e o f

Management i n f o i w a t l o n  sys tem  as  p r a c t i s e d  i n  the  n a t i o n a l i f t c d  

i n d u s t r i e s  had been u i s c u s s e d  In  the  p r e v i o u s  s e c t i o n *  The v a r i o u s  

f i n a n c i a l  r e p o r t s  which  w ere  u s e d  as  t o o l s  f o r  t h e  sys te m  n e e d  t o  be  

a n a l y s e d  to  know t h e i r  u s e f u l n e s s  f o r  th e  p u r p o s e .  F i n a n c i a l  r e p o r t s  i
1 ' 1 I, " , I " I _ I '

p o r t r a y  th e  f i n a n c i a l  a s p e c t s  o f  the  a c t i v i t i e s  o f  an e n t e r p r i s e  o v e r

a c e r t a i n  p e r i o d *  S in c e  the p r im a ry  f u n c t i o n  o f  the  a c c o u n t i n g  sys tem

i s  t o  f a c i l i t a t e  the  a d m i n i s t r a t i o n  o f  th e  e c o n o m i c  a c t i v i t i e s  o f  an

e n t e r p r i s e ,  t h i s  can be done th r o u g h  m e a s u r in g  and a r r a y i n g  t h e

a c c o u n t i n g  and n o n - a c c o u n t i n g  d a ta  a^d i n f o r m a t i o n ,  and co m m u n ica t in g

the r e s u l t s  o f  t h i s  p r o c e s s  t o  v a r i o u s  i n t e r e s t  g r o u p s  o r  u s e r s *

F i n a n c i a l  r e p o r t s  are  the means by w h ich  t h i s  c o m m u n ic a t io n  p r o c e s s

can be f u l f i l l e d .  One o f  the  b a s i c  r e q u i r e m e n t s  f o r  e f f e c t i v e  u s e  o f

a c c o u n t i n g  i n f o r m a t i o n  i n  m a n a g e r i a l  f i n a n c i a l  d e c i s i o n s  and c o n t r o l

i s  im p l e n i e n t a t l o n  o f  g o o d  f i n a n c i a l  r e p o r t i n g  system and p r e p a r a t i o n

o f  r e p o r t s  c o n c e r n i n g  th e  f i n a n c i a l  s i t u a t i o n s  and a c t i v i t i e s  w h ich
14are  e s s e n t i a l  t o  m o s t ,  i f  n o t  a l l ,  m a n a g e r i a l  p o l i c y  d e c i s i o n s *

257
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The n a t i o n a l i s e d  I n d u s t r i a l  e n t e r p r i s e *  u n d e r  s tu d y  u e r e  r e q u i *  

r e d  t o  p r e p a r e  and p r e s e n t  f i n a n c i a l  and o t h e r  o p e r a t i n g  r e p o r t S t  

s t a t e m e n t s  and r e t u r n s  i n  a c c o r d a n c e  w i t h  th e  s t a t u t o r y  p r o v i s i o n s  

o f  S e c t i o n  V l l  o f  t h e  Com panies  Act*  1913  as  a d o p t e d  i n  B a n g la d e s h  

i n  1973» r e c ^ i r e m e n t s  o f  t h e  S e c t o r  C o r p o r a t i o n s  and o t h e r  f i n a n c i a l  

i n s t i t u t i o n s *  The r e s p e c t i v e  s e c t o r  c o r p o r a t i o n s  w e re  a l s o  r e q u i r e d  

t o  p r e p a r e  and d i s s e m i n a t e  c o n s o l i d a t e d  f i n a n c i a l r  and o t h e r  o p e r a *  

t i n g  r e p o r t s *  s t a t e m e n t s  and r e t u r n s  o f  t h e  o n » g o i n g  e n t e r p r i s e s  

u n d e r  t h e i r  c o n t r o l  t o  com ply  w i t h  t h e  s t a t u t o r y  p r o v i s i o n s *  and 

r e q u i r e m e n t s  o f  t h «  C o n t r o l l i n g  M i n i s t r i e s  and f i n a n c i a l  i n s t i t u *  

t i o n s *  The i d e n t i f i e d  i n d u s t r i a l  e n t e r p r i s e s  w h ich  had been  f o m e d  

as  t h e  p u b l i c  l i o l t e d  company by t h e  p r o v i s i o n s  o f  t h e  Com panies  Act*  

1913 w ere  r e q u i r e d  t o  p r e p a r e  th e  f o l l o w i n g  s t a t e n e n t s  u n d e r  s e c 

t i o n s  130* 131 and 131A by th e  same A c t . ^ ^

( 1 )  A P r o f i t  and Loss  A c c o u n t  a l o n g  w i t h  an A p p r o p r i a t i o n  

A ccou n t*  ( 1 1 ) - A B a la n c e  S h e e t  a l o n g  w i t h  a S c h e d u le  o f  F i x e d  C a o i t a l
I, _  II ^  _  *

^ x p s n d i t u r e *  ( i l l )  A R e p o r t  o f  t h e  q u a l i f i e d  a u d i t o r  on t h e  ab o v e  

f i n a n c i a l  s t a t e m e n t s  and ( i v )  A R e p o r t  o f  t h e  D i r e c t o r s  on th e  

a f f a i r s  o f  t h e  E n t e r p r i s e s .

F u r t h e r ,  p r e p a r a t i o n  o f  t h e  annual  r e p o r t s  o f  t h e  C o r p o r a t i o n s  

and t h e i r  p u b l i c a t i o n s  i n  the  o f f i c i a l  g a z e t t e e  had been made a 

s t a t u t o r y  o b l i g a t i o n  u n d e r  t h e  N a t i o n a l i s e d  O rd e r*  1 9 7 2 .^ ^  Then t h e

M i n i s t r y  o f  Law and P a r l i a m e n t a r y  A f f a i r s  (Law D i v i s i o n ) *  Govern* 
ment o f  t h e  P e o p l e ' s  R e p u b l i c  o f  B a n g la d e s h *  The C o p p a n l e s  A c t .  
1973 ( V I I  o f  1 9 1 3 ) ,  R e p r i n t  1 9 7 6 .

( P r e s i d e n t ' s  O rd e r  No* 27 o f  1 9 7 2 )*  The B a n g la d e s h  G a z e t t e e *  
March 26* 197 2 .
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G u i d e l i n e s  on t h «  R a l a t i o n s h i p  be tw e e n  G overnment  and Autonomous 

B o d l e s t  C o r p o r a t i o n  and Autonomous B o d i e s t  C o r p o r a t i o n  and E n t e r 

p r i s e s  u nd er  them^^ ( C a b i n e t  S e c r e t a r i a t *  C a b i n e t  D i v i s i o n ,  May 15 ,  

1976 )  a l s o  p r o v i d e d  t h a t  th e  s e c t o r  c o r p o r a t i o n § w e r e  

r e q u i r e d  t o  su b m it  t o  t h e  G overnm ent  t h e  Annual P e r f o r m a n c e  

R e p o r t s *  Annual A c c o u n t s  i n c l u d i n g  B a la n c e  S h e e t s  and P r o f i t  and 

Loss  A c c o u n t ,  Cash and C a p i t a l  B u dget  S t a t e m e n t s  o f  t h e  E n t e r p r i s e s  

u n d e r  t h e i r  c o n t r o l  and manageraent.  The i n d i v i d u a l  e n t e r p r i s e s  i n  

o r d e r  t o  comply  vuith t h e  r e q u i r e m e n t s  o f  t h e  c o n t r o l l i n g  a u t h o r i -

' ;i\ t i e s  and p r o v i s i o n s  o f  th e  s t a t u t e s  as  m e n t i o n e d ,  w e re  r e q u i r e d

y t o  p r e p a r e  and c i r c u l a t e  amongst  t h e  v a r i o u s  i n t e r e s t  g r o u p s  o r

j u s e r s  a number o f  r e p o r t s ,  s t a t e m e n t s  and r e t u r n s ,  o f  w h ich  t h e

f o l l o w i n g  w e re  n e t e w o r t h y t

( i )  S ta tem ent  o f  (taw M a t e r i a l s  P u r c h a s e d  and I m p o r t e d i

( i i )  S ta te m e n t  o f  Saw M a t e r i a l s  Con sun edi
V t

( i i i )  P r o d u c t i o n  A e p o r t i

( i v )  C o s t  o f  P r o d u c t i o n  S t a t e m e n t !

( v )  S ta te m e n t  o f  C o s t  o f  S a l e  o f  t h e  Month;

( v i )  S a le  R e p o r t }

( v i i )  Return on E x p o rt  P e r f o r m a n c e s }

( v i i i )  S ta te m e n t  o f  P r o f i t  and Loss  f o r  the  Month}

( i x )  Bank R e c o n c i l i a t i o n  S ta te m e n t  o f  th e  d i f f e r e n t  a c c o u n t s !

( x )  T r i a l  B a la n c e  f o r  the  n o n t h t

( x i )  S ta te m e n t  o f  Em ployees  S t r e n g t h }

( x l i )  S c h e d u l e  o f  N o n - O p e r a t i n g  Incom e and R e c o v e r i e s )

( x i i i )  S c h e d u le  o f  F a c t o r y  E x p e n s e s ,  A d m i n i s t r a t i v e  E x p e n s e s ,  
S a l e s  and D i s t r i b u t i o n  E x p e n s e s }

G u i d e l i n e s *  o p . c i t .
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( x i v )  B a la n c e  S h e e t  and Movement o f  Funds S t e t e m e n t  t o g e t h e r  
w i th  S c h e d u l e s  o f  F i x e d  A s s e t s  and Fund S t a t e m e n t s i

( x v )  Equipment P r o d u c t i o n  S c h e d u l e i

( x v i )  A u d i t o r ' s  R e p o r t !

( x v i i )  D i r e c t o r ' s  R e p o r t j

( x v i i i )  S ta te o ie n t  o f  Â P̂ A l i o c d t i o n  and U t i l i z a t i o n ;

( x i x )  S ta te m e n t  o f  F o r e i g n  Exchange A l l o c a t i o n  and U t l l i z a t i o n i

(xx>  Cash B u dget f

( x x i )  Revenue Budget  i n c l u d i n g  P r o d u c t i o n ,  S a l e s t  I n v e n t o r y  
and A c c o u n t s  R e c e i v a b l e s  E s t i n a t e s t

( x x i i } C a p i t a l  E x p e n d i t u r e  B u dg et }

( x x i f t S )  C a p i t a l  E x p e n d i t u r e  P r o g r e s s  R e p o r t i

(xxlv) Head O f f i c e  C u r r e n t  A c c o u n t  S t a t e n e n t t

( x x v )  v^astage S ta te m e n t }

( x x v i )  S a l e s  Tax,  Incom e Tax and Super Tax R e tu r n s  ^

( x x v i i )  s t a t e m e n t  o f  Opening 'and C l o s i n g  I n v e n t o r y  o f  Raw M a t e r i a l s *  
W o r k - i n - P T o g r e s s ,  S t o r e s  and % >ares ,  and F i n i s h e d  G oods*

The r e p o r t s  and r e t u r n s  m e n t i o n e d  a b o v e  w e re  o f  t h r e e  t y p e s  

v i z . ,  w eek ly  R e p o r t s ,  M o n t h l y / q u a r t e r l y / A n n u a l  R e p o r t s  and S p e c i a l  

R e p o r t s .  R e p o r t s  w ere  d e a l t  w i t h  i n  t h e  f o l l o w i n g  o a n n e r t

1 * j . e e k lv  R e p o r t s * A b r i e f  r e p o r t  s t a t i n g  the  p e r fo r t u a n c e s  

o f  d i f f e r e n t  e n t e r p r i e s e  i n  t h e  f i e l d  o f  p r o d u c t i o n ,  m a r k e t i n g ,  

i n v e n t o r y  and ca s h  p o s i t i o n ^ e t c . ,  w i t h  p r o p e r  i d e n t i f i c a t i o n  o f  

c r i t i c a l  a r e a s  drawing  a t t e n t i o n  f o r  r e m e d i a l  d e c i s i o n s  was p u t  

up w e e k ly  t o  the  B oard  o f  D i r e c t o r s .
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2 ,  M o n t h l v / Q u a r t a r l v / A n n u a l  R e o o r t t i  M onth ly  r e p o r t s  c o n t a i 

n i n g  p a r t i c u l a r s  as  r e g a r d s  p r o d u c t i o n  and s a l e s  ( m o n th ly  and 

c u m u l a t i v e  q u a n t i t y  and v a l u e )  t o g e t h e r  n i t h  r e s p e c t i v e  t a r g e t  

a c h l e v e m e n t s t  s t o c k  o f  raw m a t e r l a l s t  s t o c k  o f  f i n i s h e d  g o o d s *  

ca s h  and bank b a l a n c e ,  o v e r d r a f t ,  p r o f i t  a n d / o r  l o s s  a g a i n s t  t a r 

g e t s ,  manpower,  s a l a r i e s  and w a g e s ,  manhour a v a i l a b l e  and u t i l i z a 

t i o n  f o r  p r o d u c t i v e  p u r p o s e ,  i d l e  h o u r s ,  c o n t r i b u t i o n  t o  n a t i o n a l  

e x c h e q u e r ,  e t c *  were  s e n t  t o  t h e  Board  o f  D i r e c t o r s ,  on t h e  f i r s t  

day o f  t h e  f o l l o w i n g  month* The MIS D i v i s i o n  o r  D e p a rtm e n t  u s e d  

t o  r e c e i v e  such  r e p o r t  u s u a l l y  by t h e  3rd day o f  t h e  m o n th .  K i t h  

b u d g e t  u s a g e  s t a t e m e n t s  s how ing  a c t u a l  i n p u t  i t e m s  i n  q u a n t i t y  and 

v a l u e  a g a i n s t  s t a n d a r d  o r  b u d g e t ,  a c a s h  f l o w  s t a t e m e n t  was a l s o  

s u b m i t t e d  w i t h  the  r e p o r t *  L o c a l  o r  e n t e ^ r i s e  n an e g e m e n t  a l s o  

u se d  t o  i d e n t i f y  t h e  r e a s o n s  f o r  f a i l u r e  t o  a t t a i n  t h e  t a r g e t s  i n  

any « c t i v i t y  i n  t h e s e  r e p o r t s ,  and c r i t i c a l  a r e a s  w i t h  i t s  v a l u e d

s u g g e s t i o n s  f o r  r e m e d i a l  m e a s u r e s  by t h e  h i g h e r  a u t h o r i t i e s  w ere  

a l s o  i d e n t i f i e d  i n  t h e  r e p o r t s *

3-  S p e c i a l  R e p o r t s  I Th ese  r e p o r t s  were  s e n t  by the e n t e r p r i 

s e s  i d e n t i f y i n g  c r i t i c a l  a t e a s ,  v i z * ,  raw m a t e r i a l s  s h o r t a g e ,  s t o c k  

p i l e d - u p ,  m ach in e  b r e a k -d o w n ,  l a b o u r  u n r e s t ,  s h o r t a g e  o f  c a s h  

r e s o u r c e s t  e t c *  On r e c e i p t  o f  t h e s e  r e p o r t s ,  t h e s e  w ere  t ^ e n  up 

w i t h  t h e  a p p r o p r i a t e  manageement t i e r  i m m e d i a t e l y  f o r  r e m e d i a l  

a c t i o n  p u r p o s e s *

I n t e r n a l  and E x t e r n a l  V a f t r s i

The n a t i o n a l i s e d  i n d u s t r i a l  e n t e i p r i s e s  u n d e r  s e l e c t e d  i n d u s 

t r i e s  i n  c o m p l i a n c e  w i t h  the  s t a t u t o r y  p r o v i s i o n s  r e q u i r e m e n t s  

o f  t h e  r e s p e c t i v e  c o n t r o l l i n g  s e c t o r  c o r p o r a t i o n s  p r e p a r e  th e
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I"

a b o v «  r e p o r t s *  s t a t e m e n t s  and s c h e d u l e s  w h ich  w e re  a l s o  t o  be

eoramunicated t o  th e  c o n c e r n e d  I n t e r n a l  and e x t e r n a l  u s e r s *  The

i n t e r n a l  u s e r s  w h ich  c o n p r l s e d  t h e  p a t t i e s  w i t h i n  t h e  e n t e i * p r i s e s
18and t h e i r  r e s p e c t i v e  c o r p o r a t i o n s  w e re  as f o l l o w s i

( i )  Governm ent  as  the  s h a r e h o l d e r s  o f  n a t i o n a l i s e d  i n d u e *  
t r i a l  e n t e r p r i s e s !

( i i )  Board  o f  D i r e c t o r s  b o th  a t  th e  C o r p o r a t i o n  l e v e l  and 
th e  e n t e r p r i s e  l e v e l t

( i l i )  D i v i s i o n  C h i e f s  and D e p a rtm e n ts  Heads o f  t h e  C o r p o r a l  
t i o n  and t h e i r  Zona l  O f f i c e s *  i f  any i

( i v )  Zonal  G e n e r a l  Managers  o f  the  C o r p o r a t i o n s *  Zonal  
O f f i c e s ;

( v )  G e n e r a l  M a n a g e r s /D e p u ty  G e n e r a l  M a n a g e r s /M a n a g e r s /  
D e p a r tm e n ta l  Heads o f  t h e  E n t e r p r i s e s i

( v i } D e p a r tm e n ta l  O f f i c e r s  and the S u p e r v i s o r s  o f  the  

E n t e r p r i s e s  . and ~

( v i i )  N on -U anager i  a l  S t a f f s  and Employees  a t  t h e  C o i ^ o r a t i o n
and E n t e r p r i s e  l e v e l s *  ^

ii

These i n t e r n a l  u s e r s  w ould  r e q u i r e  th e  f i n a n c i a l  r e p o r t s *
19s c h e d u l e s  and s t a t e m e n t s  f o r  t h e  f o l l o w i n g  main p u r p o s e s *

( a )  To a d o p t  s t r a t e g i c  and o p e r a t i n g  d e c i s i o n s  o f  t h e  
e n t e r p r i  s e s ;

( b )  To f o r e c a s t  and p la n  i m p o r t a n t  a c t i v i t i e s  o f  the e n t e r 
p r i s e s !

( c )  To e f f e c t  e n t e r p r i s e s ' t a x  p l a n n i n g ;

IB BSFXC*
® V i d e  O r o M i  n a t i o n  Manuale o f  BJMC* BTMC,/BSEC and BCIC and 

t h e  O f f i c e  Menoranda o f  S e l e c t e d  E n t e r p r i s e s .

I b i d .
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( d )  To c o n t r o l  c a p i t a l  and r e v e n u e  e x p e n d i t u r e  o f  th e  e n t e r 
p r i s e s  and

( e )  To u s e  f o r  o t h e r  p u r p o s e s ^ v i  t o  f o r t n u l a t e  make o r  buy 
p o l i c y ,  p r o j e c t  b i d d i n g  p o l i c y ,  wage n e g o t i a t i o n  p o l i c y  
o f  t h e  e n t e r p r i s e s ,  e t c *

On t h e  o t h e r  hand,  th e  e x t e r n a l  u s e r s  w h ich  i n c l u d e d  p a r t i e s

o u t s i d e  th e  e n t e r p r i s e s  and t h e i r  r e s p e c t i v e  s e c t o r  c o r p o r a t i o n s
20w « r »  s t a t e d  as  f o l l o w s f

( i )  C o n t r o l l i n g  M i n i s t r i e s  v i z . .  M i n i s t r y  o f  J u t e ,  M i n i s t r y  
o f  Cofflmerce and I n d u s t r i e s ,  e t c . )

( 1 1 )  O th e r  c o n c e r n e d  M i n i s t r i e s ,  su ch  as M i n i s t r y  o f  P l a n n i n g  
and M i n i s t r y  o f  F i n a n c e }

( i l l )  P la n n i n g  C o m m iss io n ;

( i v )  O th e r  c o n c e r n e d  Governm ent  d e p a r t m e n t s i

( v )  G e n e r a l  p u b l i c }  

v l } Trade C r e d i t o r s  f o r  g o o d s  s u p p l i e d  and 

v l i )  Trade A s s o c i a t i o n  and o t h e r  S p e c i a l i s t .  O r g a n i s a t i o n .

These  e x t e r n a l  u s e r s  w ou ld  r e q u i r e  t h e  f i n a n c i a l  r e p o r t s ,

r e t u r n s ,  s t a t e m e n t s  and s c h e d u l e s  f o r  t h e  p u r p o s e s  o f  which  the
21f o l l o w i n g  a r e  n o t e w o r t h y *

( a )  N a t i o n a l  P la n n in g  v i z .  F i v e  Y e a r  P l a n s  and Annual Deve
lop m en t  P l a n s  o f  t h e  c o u n t r y )

( b )  N a t i o n a l  Incom e A c c o u n t i n g ) ( c )  Governm ent  Tax P l a n n i n g )  and 

( 4 )  Landing D e c i s i o n  o f  t h e  L e a d e r s  and C r e d i t o r s .

^  I b i d .
I b i d .
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7 * 5  D « f i e l » n e i « s  and S h o r t c o m in g s  o f  Management 
I n f o r m a t i o n  and F i n a n c i a l  R e p o r t i n g  S /stero 
f o r  Management Use o f  A c c o u n t i n g  I n f o r m a t i o n  
i n  F i n a n c i a l  P c c l s i o n t  and C o n t r o l .

The management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  sys tem  i n  

o p e r a t i o n  i n  t h e  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  i n  B a n g la d e s h  

and v a r i o u s  f i n a n c i a l  r e p o r t s  p r e p a r e d  f o r  t h e  v a r i o u s  i n t e r e s t  

g r o u p s  had been d i s c u s s e d  i n  t h e  e a r l i e r  s e c t i o n s *  Now l e t  us d i s 

c u s s  how f a r  t h e  sys tem  i s  i n s t r u m e n t a l  i n  h e l p i n g  t h e  management t o  

make p r o p e r  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  I t s  f i n a n c i a l  d e c i s i o n s  

and c o n t r o l .  On s c r u t i n y ,  i t  was f o u n d  t h a t  a number o f  d e f i c i e n c i e s

and p r o b l e m s  w ere  p r e s e n t  i n  the  v a r i o u s  p h a s e s  o f  t h e  e x i s t i n g

management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  system  o f  the  n a t i o n a 

l i s e d  i n d u s t r i e s  h i n d e r i n g  t h e  p r o p e r  u s e  o f  d a t a  and i n f o r m a t i o n  

g e n e r a t e d  t h r o u g h  t h e  s y s t e m .
I I -  •

( '
In  t h i s  r e s p e c t *  t h e  M l n t z b e r g  i n  a s tu d y  i d e n t i f i e d  f o u r  b a s i c  i 

w e a k n e ss e s  o r  d e f i c i e n c i e s  o f  management i n f o r m a t i o n  system which  c o n «  

t r i b u t e d  to  the  p e r c e i v e d  d i s s a t i s f a c t i o n  w i th  t h e  way th e  i n f o r m a t i o n  

was p r o v i d e d  and t h e  w e a k n e s s e s  w e r e t  ( l )  The i n f o r m a t i o n  was t o o

l i m i t e d ,  ( 2 ) The i n f o r m a t i o n  was a t  th e  wrong l e v e l  o f  acsregatien,

( 3 ) The i n f o r m a t i o n  was l a t e  and ( 4 )  The i n f o r m a t i o n  was u n r e l i a b l e .

In the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s ,  t h e  MIS d i v i s i o n  o r  

s e c t i o n  e i t h e r  a t  c o r p o r a t i o n  l e v e l  o r  e n t e r p r i s e  l e v e l  was n o t  f r e «  

from s h o r t c o m i n g s  and d e f i c i e n c i e s  w h ich  w ere  shown i n  the  f o l l o w i n g  

T a b le  7 . 4 .

264

N a t i o n a l  A s s o c i a t i o n  o f  A c c o u n t a n t s  (Na a ) monograph -  " Im p e d im e n t s  
t o  t h e  Use o f  Management I n f o r m a t i o n "  by Henry M i n t z b e r g  p u b l i s h e d  
i n  1 9 7 7 .
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R e s p o n s e s  o f  t h «  Sampl* r e g a r d i n g  t h e  D e f i c i e n c i e s  o f  
F i n a n c i a l  R e p o r t i n g  and M anageaent  I n f o r m a t i o n  System 

A f f e c t i n g  the  Use o f  A c c o u n t i n g  I n f o r m a t i o n

■Tab!9 T

I D e f i c i e n c i e s  and 
I S h o r t c o m in g s

I n e f f e c t i v e  Feedback  System

Lack o f  O b j e c t i v i t y

I n d e t e r m i n a t i o n  o f  R e s p o n s i b i l i t y  
C e n t r e s

I n e o c s p l e t e n e s s

P o o r  V a r i a n c e  A n a l y s i s

Low S e l l  a b i l i t y  o f  Data

Lack o f  T r a in e d  P e r s o n n e l  i n  MIS

A ttb iguousness  I :

I n c o n s i  s t e n c y

Lack o f  Computer  S e r v i c e s

I n o p p o r t u n e t i e s s

I r r e l e v a n c e

Lack o f  P r o p e r  K n ow ledge  

Lack o f  C o o r d i n a t i o n  

O th e r s

15

12

13

13

10

l i

9

9

8

5

10

9

18

12

10

9

11

9

9

7

7 

9 

3 

3

8 

5 

2

33 ( 7 3 )  

24 ( 5 3 )

23  ( 5 1 )  

22 ( 4 9 )  

21 ( 4 7 )  

20 ( 4 4 )  

18 ( 4 0 )  

16 ( 3 5 )  

15 ( 3 3 )  

14 ( 3 1 )  

13 ( 2 9 )  

12 ( 2 7 )  

8 ( 1 8 )  

5 ( 11) 
4 ( 9 )

1,1 brderiJt!!! a t *  p ^ r ^ c ^ r a g e s  o i  t o t a l  number o f  s a m p l e s )

The ab o v e  t a b l e  shows t h e  v a r i o u s  d e f i c i e n c i e s  i n  the  f i n a n c i a l

r e p o r t i n g  and MIS as p o i n t e d  o u t  by th e  r e s p o n d e n t s  i n  o r d e r  o f  n a n g i *  

t u d e .  D e f i c i e n c i e s  as  i d e n t i f i e d  h e r e  had a c c o u n t i n g  and n o n - j i c c o u n t l n g  

d i m e n s i o n s  o r  a s p e c t s  o f  w h ich  i n c o m p l e t e n e s s ,  low r e l i a b i l i t y  o f  ^d•t«

V
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and p o o r  v a r i a n c e  a n a l y s i s  w « r e  t r « a t t d  as a c c o u n t i n g  a s p e c t s  w h i l e  

r e m a in in g  d e f i c i e n c i e s  w ere  t e r n e d  a s  n o n - a c c o u n t i n g  o n e s .  I t  t h u s  

a p p e a r s  t h a t  d e f i c i e n c i e s  i n  I l l s  d i v i s i o n / s e c t i o n  w ere  h i g h l y  r e l a 

t e d  w i t h  n o n - a c c o u n t i n g  a s p e c t s .  A l l  t h e s e  d e f i c i e n c i e s  ra ight 

a f f e c t  th e  p r o p e r  u s «  by management o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

f i n a n c i a l  d e c i s i o n s  and c o n t r o l .

Based on T a b le  7 . 4 ,  t h e  r e s p o n s e s  o f  t h e  s a m p le s  r e g a r d i n g  the  

d e f i c i e n c i e s  o f  f i n a n c i a l  r e p o r t i n g  and nanageroent i n f o r a a t i o n  s y s -  

teiB» the  d e f i c i e n c i e s  b e i n g  r e l a t e d  t o  a c c o u n t i n g  and n o n - a c c o u n t i n g  

a s p e c t s  o r  d i m e n s i o n s  a r e  e x h i b i t e d  i n  t h e  f o l l o w i n g  T a b le  7 . 5 t

,Iable,-;.7.t5

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  
A c c o u n t i n g  and N o n - A c c o u n t i n g  D e f i c i e n c i e s  o f  
l ianagetnent I n f o r o i a t i o n  and F i n a n c i a l  R e p o r t i n g  System

266

I D e f i c i e n c i e s  & 
" ^ ^ o r t c o m l n g s

L e v e l s  
} o f  Use

A ccou n 
t i n g

T ............. .... - I
i N on-  1 
1 A c c o u n -  J

1 I 
J  1

.................... I'
T o t a l  i 

!  

1

...... 1
L e v e l  o f  | 

S i g n i f i c a n c e  1

;  1

C o r p o r a t i o n s 34 ( 30) 78 ( 7 0 ) 112 ( 1 0 0 ) C h l - s q u a r e  
* 0 . 0 5

E n t e r p r i s e s 29 ( 3 2 ) 62  ( 6 8 ) 91 ( 1 0 0 ) N ot  s i g n i f i c a n t  
a t  . 0 5  l e v e l

T o t a l  > 63  ( 3 1 ) 140 ( 6 9 ) 203 ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a r e  column p e r c e n t a g e s ) .

I t  i s  c l e a r  from  t h e  a b o v e  T a b l e  t h a t  69 p e r  c e n t  o f  the 

Samples  p e r c e i v e d  t h e  d e f i c i e n c i e s  o f  t h e  management i n f o r m a t i o n  

and f i n a n c i a l  r e p o r t i n g  system  as  r e l a t e d  t o  n o n - a c c o u n t i n g  d imen

s i o n s  w h i l e  31 p e r c e n t  o f  then p e r c e i v e d  t h «  same d e f i c i e n c i e s  as
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b e in g  r e l a t e d  t o  a c c o u n t i n g  d i m e n s i o n s *  Of t h e  s a m p le s  a t  c o r p o r a 

t i o n  l e v e l *  70 p e r c e n t  and 30 p e r c e n t  v i e w e d  t h e  saiae d e f i c i e n c i e s  

as  r e l a t e d  t o  n o n - a c c o u n t i n g  and a c c o u n t i n g  a s p e c t s  r e s p e c t i v e l y  

w h i l e  on t h e  o t h e r  hand,  o f  t h e  e n t e r p r i s e  headSf 68 p e r c e n t  and 32 

p e r c e n t  a l s o  v i e w e d  t h e  same d e f i c i e n c i e s  as  r e l a t e d  t o  n o n - a c c o u n 

t i n g  and a c c o u n t i n g  a s p e c t s *  Then o f  t h e  s a m p le s  who v i e w e d  the  

d e f i c i e n c i e s  a s  r e l a t e d  to  n o n - a c c o u n t i n g  d i m e n s i o n s i  56 p e r c e n t  and 

44 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r i e s  o f  c o r p o r a t i o n s *  s a m p le s  

and e n t e r p r i s e  h e ad s  r e s p e c t i v e l y .  On t h e  o t h e r  hand ,  o f  t h e  s a m p l e s  

who v i e w e d  the  d e f i c i e n c i e s  as  r e l a t e d  t o  a c c o u n t i n g  a s p e c t s ,  54 p e r  

c e n t  and 46  p e r  c e n t  b e l o n g e d  t o  th e  c a t e g o r i e s  o f  c o r p o r a t i o n s ' s a a -  

p i e s  and e n t e r p r i s e  head s  r e s p e c t i v e l y .

Xt i s  thus  e v i d e n t  from  t h e  o p i n i o n  o f  t h e  r e s p o n d e n t s  t h a t

n o n - a c c o u n t i n g  a s p e c t s  were n o r e  r e s p o n s i b l e  f o r  d e f i c i e n c i e s  o f
1 (

f i n a n c i a l  r e p o r t i n g  o f  MIS d i v i s i o n / s e c t i o n  b o t h  a t  c o r p o r a t i o n  and 

e n t e r p r i s e  l e v e l s .  M o r e o v e r ,  t h e r e  seemed t o  be no s i g n i f i c a n t   ̂

r e l a t i o n s h i p  betw een  ,|the e x t e n t  o f  e c c o u n t i n g  and n o n - a c c o u n t l n g  

a s p e c t s  o f  d e f i c i e n c i e s  o f  MIS and t h e  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  

a t  *05 l e v e l ) .  That i s ,  the o p i n i o n  V a r i a t i o n  as r e g a r d s  th e  d e f i c i *  

e n c i e s  i n  M is  d i v i s i o n / s e c t i o n  as  r e l a t e d  t o  n o n - a c c o u n t i n g  and 

a c c o u n t i n g  a s p e c t s  was i n d e p e n d e n t  o f  t h e  v a r i a t i o n s  i n  t h e  l e v e l s  

o f  u s e  ( c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s ) .

The d e f i c i e n c i e s  and s h o r t c o m i n g s  as  i d e n t i f i e d  by t h e  s a m p le s  

a re  d i s c u s s e d  i n  t h e  f o l l o w i n g  p a r a g r a p h s *
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A management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  system  i s  i n

a l l  r e s p e c t s  an i n f o r m a t i o n  f e e d b a c k  sys tem  t h a t  can be d e f i n e d  as

a sy s te m  m e a s u r in g  c h a n g e s  i n  o u t p u t  t h a t  l e a d s  t o  a d e c i s i o n  r e s u l -
23t i n g  i n  a c t i o n  t h a t  a f f e c t s  the  o u t p u t *  I n f o r m a t i o n  f e e d b a c k  c o n *  

t r o l  i s  e s s e n t i a l  t o  the  d e s i g n  o f  a management i n f o r m a t i o n  s y s t e m .

The term " f e e d b a c k "  i n  a c c o u n t i n g  c o n t e x t *  r e f e r s  t o  i n f o r m a t i o n  

a b o u t  p e r f o r m a n c e s  f u r n i s h e d  t o  t h e  p e r s o n s  r e s p o n s i b l e  f o r  t h o s e
24

p e r f o r m a n c e s *  The f e e d b a c k  p r o c e s s  i s  a v i t a l  f o r c e  i n  betw een  

m a n a g e r i a l  d e c i s i o n s  and c o n t r o l *  I t  i s  t h e  f l o w  o f  i n f o r m a t i o n  t h a t  

a l l # « s  th e  a c t u a l  p e r f o r m a n c e s  t o  be  c o n t r o l l e d  i n  t h e  l i g h t  o f

t h e  p l a n n e d  t a r g e t s *  But as  o p i n e d  by 7 3  p e r c e n t  o f  t h e  s a m p le s

t h e  f e e d b a c k  sys tem  seemed t o  be  i n e f f i c i e n t  and i n e f f e c t i v e  i n  th e  

n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  o f  B a n g la d e s h  due among o t h e r s t  

t o  t h e  f a c C  t h a t  t h e  same s e t  o f  r e p o r t S t  s t ia tem ents  and_ r e t u r n s
'I I. Ii ' ' 'I , II

p r e p a r e d  and s e n t  t o  a l l  t h e  d i f f e r e n t  l e v e l s  o f  managementt  d i d  n o t  

s e r v e  th e  i n f o r m a t i o n  n e e d s  o f  th e  m a n a g ^ e n t  and c f  o t h e r  u s e x s  i n  

t h e i r  r e s p e c t i v e  f i e l d s  as  t h e s e  w e re  n o t  t a i l o r e d  t o  t h e  u s e r s *  needs*  

Then,  s i n c e  th e  p r o v i s i o n s  f o r  v a r i a n c e  a n a l y s i s  w e r e  i n a d e q u a t e  to  

i d e n t i f y  th e  c o n t r o l l a b l e  and u n c o n t r o l l a b l e  f a c t o r s  f o r  t a k i n g  t h e  

c o r r e c t i v e  m e a s u r e s  to  p r e v e n t  t h e  o c c u r a n c e  o f  u n f a v o u r a b l e  s i t u a 

t i o n  and V a r i a n c e s  i n  f u t u r e ,  ao  t h e r e  was a b s e n c e  o f  a c c o u n t a b i l i t y  

i n  t h e  r e p o r t i n g  sy s te m  r e s u l t i n g  i n  f a i l u r e  t o  f i x  up t h e  r e s p o n s i 

b i l i t y  c e n t r e s  f o r  u n d e r t a k i n g  a p p r o p r i a t e  c o r r e c t i v e  a c t i o n s  a g a i n s t  

p e r s o n s  and s e c t i o n s  h e l d  r e s p o n s i b l e  f o r  u n f a v o u r a b l e  v a r i a n c e s *

23  ROSS, JOEL E*, l ianaqement bv I n f o r m a t i o n  S ystem .  P r e n t i  c e - H a l l ,
I n c . ,  Englewood C l i f f s ,  New J e r s e y ,  1 9 7 0 ,  p . l 8 2 .

CAP LAN, EDlfclN H . ,  Manaaflment and B e h a v i o u r a l  S c i e n c e .  A d d iso n  
V^esley P u b l i s h i n g  Company, 1 9 7 1 ,  p . 8 8 - 8 9 .
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( 2 )  l a c k  o f  O b j a c U v l t v t

Th« u s e f u l n e s s  o f  t h e  p r e p a r i n g  and p r e s e n t i n g  t h e  f i n a n c i a l  

r e p o r t s  p o r t r a y i n g  the  f i n a n c i a l  a s p e c t s  o f  t h e  a c t i v i t i e s  o f  t h e  

e n t e r p r i s e s  i s  more  d e p e n d e n t  on t h e i r  o b j e c t i v e s  than on t h e i r  

s t r i c t u r e *  The Study G roups  on t h e  O b j e c t i v e s  o f  t h e  F i n a n c i a l  

S t a t e m e n t s  s t r e s s e s  t h a t  " t h e  b a s i c  o b j e c t i v e  o f  f i n a n c i a l  s t a t e m e n t  

I s  t o  p r o v i d e  i n f o r m a t i o n  u s e f u l  f o r  making e c o n o m i c  d e c l s l o n s " « ^ ^  

But  53  p e r c e n t  o f  t h e  s a m p le s  v i e w e d  t h a t  t h i s  b a s i c  o b j e c t i v e  had 

been  o v e r l o o k e d  and t h e  s t a t u t o r y  r e g u l a t i o n s  and r e q u i r e m e n t s  f o r  

a c h i e v e m e n t  o f  t h e  fundam enta l  ta s k  o f  u s i n g  a c c o u n t i n g  I n f o r m a t i o n  

and r e p o r t s  f o r  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  i n  t h e  s e l e c t e d  

n a t i o n a l i s e d  I n d u s t r i e s  had n o t  been p r o v i d e d  f o r *  The r e p o r t i n g  

sys tem  had been  d e s i g n e d  J u s t  t o  s u b m it  t h e  v a r i o u s  t y p e s  o f  r e p o r t s  

as  s t a t u t o r y  o b l i g a t i o n  b u t  t h e s e  w ere  n o t  a d e q u a t e l y  u s e d  f o r  d e c i 

s i o n  p u r p o s e s  by b o t h  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l  m e n a g e a e n ts*

( 3 )  iD iQiLaimiPatign .  .gf  H  t v  ,<?gntrg t«

26As p e r  p r o v i s i o n s  o f  t h e  I n t e g r a t e d  A c c o u n t i n g  System ,  t h e  

e n t e r p r i s e s  u n d e r  t h e  s e l e c t e d  s e c t o r  c o r p o r a t i o n s  w ere  r e q u i r e d  t o  

m a i n t a i n  a l l  b o o k s  o f  a c c o u n t S t  p r e p a r e  and c i r c u l a t e  d i f f e r e n t  t y p e s  

o f  f i n a n c i a l  r e p o r t s  and d i v i d e  the  f a c t o r y  i n t o  13 s e c t i o n s *  e a c h  

s e c t i o n  b e i n g  named as c o s t  c e n t e r *  Th ese  s e c t i o n s  w ou ld  b «  i d e n t i 

f i e d  i n t o  two b r o a d  c a t e g o r i e s *  The f i r s t  c a t e g o r y  i n c l u d e d  c o s t
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c e n t r e s  from 01 t h r o u g h  l o  t there ln  c o s t e  l i k e  raw m a t e r i a l s *  p o w e r ,  

f u e l ,  s a l a r y  and wag«Sf  d e p r e c i a t i o n *  i n s u r a n c e ,  i n v e n t o r y ,  a d j u s t 

m e n t ,  e t c *  w ou ld  be  a c c u m u l a t e d .  On the o t h e r  h a n d ,  t h e  s e c o n d  c a t e 

g o r y  i n c l u d e d  c o s t  cenjLres from 11 t h r o u g h  13 w h e r e in  c o s t  l i k e  f a c 

t o r y  g e n e r a l  e x p e n s e s ,  a d m i n i s t r a t i v e  e x p e n s e s  and s a l e s  and d i s t r i 

b u t i o n  e x p e n s e s  Mould be a s s e m b l e d .  Such c a t e g o r i s a t i o n  o f  c o s t s  

i n t o  abov e  m e n t i o n e d  s e c t i o n s  o r  c e n t r e s  w o u ld  make p o s s i b l e  t o  do 

p r o p e r  a l l o c a t i o n  o f  the  same c o s t s  f o r  a s c e r t a i n m e n t  o f  c o s t  o f  p r o 

d u c t i o n  b o t h  u n i t - w i s e  and p r o c e s s - w i s e  as  w e l l  as t o  a d o p t  p r o p e r  

c o s t  c o n t r o l  m e a s u r e s  i n  c a s e s  w here  e x c e s s i v e  c o s t s  w e re  f o u n d  t o  be  

a c c u m u l a t e d .  For  t h i s  p u r p o s e  r e s p o n s i b i l i t y  c e n t r e s  w e re  t o  be 

f i x e d .  S in c e  t h e  p r o v i s i o n s  o f  t h e  I n t e g r a t e d  A c c o u n t i n g  System 

Manual were s i l e n t  on t h i s  i s s u e ,  t h e  p r e s e n t  c o s t  c e n t r e s  h e l p e d  

i n  a s c e r t a i n i n g  t h e  c o s t  o f  p r o d u c t i o n  o n l y .  As s u c h  51 p e r c e n t  o f  

t h e  sam ples  o p i n e d  t h a t  due t o  i n d e t e m i n a t i o n  o r  a b s e n c e  o f  r e s p o n 

s i b i l i t y  c e n t r e s ,  p r o p e r  c o s t  c o n t r o l  m e a s u r e s  c o u l d  n o t  be  a d o p t e d .

' _
( 4 )

The management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  sys te m  n e e d  

be  d e s i g n e d  i n  such a way t h a t  t h e  i n f o r m a t i o n  p r e s e n t e d  i n  the  s t a t e 

ments  and r e p o r t s  w ere  c o m p l e t e  so  as  t o  p r o v i d e  t h e  i n t e r n a l  and 

e x t e r n a l  u s e r s *  as f a r  as  p o s s i b l e  w i t h  o v e r a l l  p i c t u r e  o f  t h e
27

e c o n o m i c  a c t i v i t i e s  o f  t h e  e n t e r p r i s e s .  B e c a u s e ,  the i n c o m p l e t e  

r e p o r t s  w i th  i n a d e q u a t e  d a t a / i n f o r m a t i o n  may n o t  be  u s e f u l  i n  manage

r i a l  d e c i s i o n s  and c o n t r o l .  The u s e f u l n e s s  o f  a c c o u n t i n g  r e p o r t s  i s  

r e d u c e d  b e c a u s e  c e r t a i n  i m p o r t a n t  and v i t a l  i n f o r m a t i o n  a re  n o t  d i s 

c l o s e d  and f o r  i n s t a n c e  one  may r e f e r  to  n o n - d i s c l o s u r e  o f  i n v e n t o r y  

V a l u a t i o n  m e t h o d s ,  d e p r e c i a t i o n  r a t e s  and n o n - i n d i c a t i o n  o f  t h e  m o v e -

^  ACCOUNTING STANDARDS SOCIETY, The C o r p o r a t e  R e p o r t .  I n s t i t u t e  o f  
C h a r t e r e d  A c c o u n t a n t s  i n  England in d  W a l e s ,  L o n d o n ^ ‘ p p .  2 8 - 3 0 .
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o c n t  o f  the  r s s e r v s s ,  e t c .  In  t h e  n j U o n a H  sed  i n d u s t r i a l  e n t e r p r i -

s o s  o f  B a ng lad esh*  t h e  B a la n c e  S h e e t  and P r o f i t  and Loss  A c c o u n t s

w e re  p r e p a r e d  showing  t h e  a g g r e g a t i v e  p i c t u r e  o f  th e  e c o n o m i c  a c t i *

Vi t i e s  o f  t h e  e n t e r p r i s e s  i n  a c c o u n t i n g  and m o n e ta ry  f i g u r e s  o n l y
properly

and t h e  ite<ns had a l s o  n o t  b e e n / & r r a n g e d  such  aS| the  g r o s s  r e v e n u e s  

had n o t  been shown w i t h  a break- 'Up o f  p r o d u c t  l i n e  and m a j o r  b u s i n e s s  

a c t i v i t i e s  i n  th e  P r o f i t  and L o ss  A c c o u n t i  the  v a l u a t i o n  o f  the 

c l o s i n g  i n v e n t o r y  had been d e s c r i b e d  i n  t h e  B a l a n c e  S h e e t  a t  c o s t  

o r  m a r k e t  p r i c e  w h i c h e v e r  was l o w e r ,  b u t  t h e  m ethod  a p p l i e d  f o r  r e l a 

t i n g  t h e  d i f f e r e n t  c o s t s  o f  g o o d s  t o  p e r i o d i c  r e v e n u e s  had n o t  been 

d i s c l o s e d ;  t h e  amount o f  d e p r e c i a t i o n  had o n l y  been shown i n  B a l a n c e  

S heet  b u t  n o t  t h e  method  f o r  p r o v i d i n g  f o r  d e p r e c i a t i o n ;  t h e  i n t a n 

g i b l e  and f i c t i t i o u s  a s s e t s  l i k e  g o o d w i l l f  t r a d e  marks and p a t e n t s  

had been shown i n  t h e  B a la n c e  S h e e t  as th e  f i x e d  a s s e t s *  t h e  p r e l i 

m inary  e x p e n s e s  and u n d e r w r i t e r ' s  co m m is s io n  had a l s o  been shown « s  

f i x e d  a s s e t s *  e t c .  49 p e r c e n t  o f  th e  sam ples  p e r c e i v e d  t h a t  su ch  

,̂ in c o m p le te  p r e s e n t a t i o n  was n o t  f a i r  and ^ h e l p f u l  f o r  m a n a g e r i a l  i 

d e c i s i o n s  and c o n t r o l .

(5) f9.,9,r Yar^.anc.t.

V a r i a n c e  a n a l y s i s  i s  an i m p o r t a n t  t o o l  f o r  m a n a g e r i a l  d e c i s i o n s  

and c o n t r o l  p u r p o s e .  The Manuals  o f  I n t e g r a t e d  H c c c u n t i n g  System had 

made p r o v i s i o n s  f o r  p r e p a r a t i o n  o f  t h r e e  i m p o r t a n t  b u d g e t s  namely^ 

r e v e n u e  b u d g e t*  c a s h  b u d g e t  and c a p i t a l  b u d g e t .  Every  i n d u s t r i a l  

e n t e r p r i s e  under  s tu d y  had t o  c a l c u l a t e *  i n  a c c o r d a n c e  w i th  th e  

r e q u i r e m e n t s  o f  I n t e g r a t e d  A c c o u n t i n g  System ,  the  v a r i a n c e s  betw een  

t h e  a c t u a l  c o s t s  w h ich  n i g h t  be  f a v o u r a b l *  o r  u n f a v o u r a b l e  and t h «
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b u d g e t e d  c o s t s t  a t  e v « r y  t h r e e  t o  s i x  a o n t h * s  I n t e r v a l .  But t h e  

p r o v i s i o n  f o r  f u r t h « r  a n a l y s i s  o f  the v a r i a n c e s ,  knoun as v a r i a n c e  

a n a l y s i s  had n o t  been  made e s s e n t i a l  i n  t h e  Manual o f  I n t e g r a t e d  

A c c o u n t i n g  System r e s u l t i n g  i n  f a i l u r e  t o  i d e n t i f y  t h e  n a t u r e  o f  

V a r i a n c e s  c l a s s i f i e d  i n t o  f a v o u r a b l e  and u n f j v o u r a b i e ,  and the  c a u s e s  

o f  such V a r i a n c e s  i n d e n t !  f y i n g  i n t o  c o n t r o l l a b l e  and u n c o n t r o l l a b l e  

g r o u p s  which  c o u l d  be com m unicated  t o  the  h i g h e r  a u t h o r i t i e s  c o n c e r 

ned f o r  n e c e s s a r y  a c t i o n s .  Such p o o r  v a r i a n c e  a n a l y s i s  as o p i n e d  by 

47 p e r c e n t  o f  the  sa m p le s  l e d  t o  t h e  a b s e n c e  o f  e f f e 6 t i v e  c o s t  c o n t r o l  

m e a s u r e s  as  w e l l  a s  i n e f f e c t i v e  u s e  o f  a c c o u n t i n g  i n f o n ^ t i o n  in  

m a n a g e r i a l  f i n a n c i a l  d e c i s i o n s  and c o n t r o l .

( 6 )  l i  tY aOd C o s a e t i  e a t i o r .  o f  I>atai

R e l i a b i l i t y  and a c c u r a c y  o f  a c c o u n t i n g  d a t a  and i n f o r m a t i o n  i s  a 

p r e r e q u i s i t e  f o r  a s s e s s i n g  th e  r e a l  p o s i t i o n  o f  t h e  e n t e r p r i s e s  a s
' I

h e l l  a s  f o r  u s i n g  them i n  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l .  The

i i i f o r m a t i o n  and d a t a  p r e s e n t e d  s h o u l d  be  r e l i a b l e  and a c c u r a t e  so

t h a t  the  u s e r s  s h o u l d  be a b l e  t o  a s s e s s  the  d e g r e e  o f  c o n f i d e n c e
29t h a t  Slay 3̂0 r e p o s e d  on i t .  But i t  i s  a l l e g e d  t h a t  a c c o u n t s  a t e  

Q onot im es  ’' c o o k e d  u p "  and "vkindovv d r e s s e d *  t o  make r e s u l t s  more i m p r e *  

s s i v e  by u n s c r u p u l o u s  management i n  d e v e l o p i n g  c o u n t r i e s * I n  t h e  

s e l e c t e d  i i a t i o n a l i s e d  i n d u s t r i e s ,  the  a c c o u n t s  i n  isany i n s t a n c e s ,  

had a l s o  been " c o o k e d  up** and "window d r e s s e d "  and c o o k i n g  up o f  

a c c o u n t s  was the  u s u a l  p r a c t i c e  o f  a c c o u n t a n t s  i n  th e  n o n - c o r p o r a t e

t'JRICO, VIGaNS, **In form ation  f o r  P r o p e r t i e s  and O t h e r s " ,  N a t i o n a l  
P a p e r s . I n t e r n a t i o n a l  C o n g r e s s  o f  . v c c o u n t a n t s  (l9th) 1 97 2 ,  S yd n ey ,  
A u s t r a l i a ,  pp 3 2 2 - 3 2 4 .

A53C, The C o r p o r a t e  R e p o r t ,  o p . c i t . ,  p p . 2 3 -  30 .
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s e c t o r .  T h is  a l l e g a t i o n  wa« a l s o  p r e v a l e n t  i n  t h e  c a s e  o f  some o f

t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s *  The a c c o u n t i n g
p r e p a r e d  by a p p l y i n g  

r e p o r t s  w ere  c o s m e t i z e d  b e c a u s e  t h e s e  w e r e / a l l  t h e  t e c h n i q u e s  and

s k i l l s  so  t h a t  t h e  i n f o r m a t i o n  t h e r e o f  w ere  n o t  e a s i l y  u n d e r s t a n d a 

b l e  and i t  n i g h t  be  m e n t io n d  h e r e  t h a t  o n e  a c c o u n t a n t  r e f u s e d  t o  

g i v e  th e  a u t h o r  a co p y  o f  h i s  f i n a n c i a l  s t a t e r a e n t s  on the  g r o u n d

t h a t  t h e  a u t h o r  would  n o t  u n d e r s t a n d  th e  d a t a  s i n c e  he g o t  i t  p r e p a *
32re d  n o t  t o  be  u n d e r s t o o d  by o t h e r s *  I t  i s  f u r t h e r  a l l e g e d  t h a t  i n  

one  o f  th e  b i g  e n t e r p r i s e s  u n d e r  t h e  s e l e c t e d  s e c t o r  c o r p o r a t i o n i  

a c c o u n t i n g  was v i c t i m i s e d  in  t h a t  t h e  a c c o u n t a n t s  o f  th e  s a i d  e n t e r 

p r i s e  t r e a t e d  some o f  th e  r e v e n u e  e x p e n s e s  as  the  c a p i t a l  e x p e n s e s

a b s o r b i n g  l e s s  c o s t  i n  p r o d u c t i o n  In  o r d e r  t o  show p r o f i t s  a s  p e r
33th e  C o r p o r a t i o n ' s  d i r e c t i v e s *  Ae s u c h ,  t h e  w i s h e s  o f  t h e  c o r p o r a 

t i o n  management i n  some c a s e s t  b e a t  t h e  l e g a l  p r o v i s i o n s  r e l a t i n g  t o  

th e  p r e p a r a t i o n  o f  f i n a n c i a l  r e p o r t s  and s t a t e m e n t s ,  th~ereby t h e  low 

r e l i a b i l i t y  end a c c u r a c y  o f  a c c o u n t i n g  i n f o r m a t i o n  hampered d e c i s i o n  

making and c o n t r o l  f u n c t i o n  t o  a g r e a t  e x t e n t  a s  a l s o  v i e w e d  by 44 

p e r c e n t  o f  the s a m p l e s .

( 7 )  La£k 9 f

A n o th e r  i m p o r t a n t  d e f i c i e n c y  i n  mdnagereent i n f o r m a t i o n  and f i n a n 

c i a l  r e p o r t i n g  sys te m  i n  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  was 

la c k  o f  t r a i n e d  p e r s o n n e l *  I t  i s  e v i d e n t  from T a b l e  7 * 4  t h a t  4Q p e r  

c e n t  o f  th e  s a m p le s  v i e w e d  t h a t  t h e r e  was l a c k  o f  t r a i n e d  p e r s o n n e l

31 HaBIBULLAH I I , ,  **Huaan A s p e c t s  o f  A c c o u n t i n g " ,  The h , r r ^  U n i v e r s i t y  
S t u d i e s * P a r t - A ,  V o l .  X X II ,  D acca t  June  1 9 7 4 ,  pp*19<-20*

32 HABIBULLAH M , ,  " A c c o u n t i n g  As A T o o l  o f  C o m m u n i c a t i o n " ,  o p * c i  ^*p*8 .

fiAHM.^N, HAftDUDUa, "A N o t e  on C o n t r o l s  and A c c o u n t i n g  i n  N a U o n a -  
l i s t f d  C o r p o r a t i o n s  i n  B a r .g la d e s h * ,  The J o u r n a l  o f  Management. 
]3u s in e ss  and E co n o fn lc s .  V o l * 4 ,  N o * l ,  J a n u a r y  1 9 7 8 ,  IDA, D acca  
U n i v e r s i t y ,  pp* 80*81*
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I n  t h e  e x i s t i n g  I n f o r a a t i o n  system  thus  ham per ing  th e  r e p r o c e s s  and 

p r o p e r  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  management d e c i s i o n *  and 

c o n t r o l  p u r p o s e  in  the  s e l e c t e d  n a t i o n a l i s e d  I n d u s t r i e s *

( 3 )  Am biguousness*

The a c c o u n t i n g  i n f o r « a t l o n  as  p r e s e n t e d  i n  t h e  f i n a n c i a l  r e p o r t s

and s t a t e m e n t s  s h o u ld  n o t  be  am biguous  and be  c l e a r l y  u n d e r s t o o d  by

t h e  management and o t h e r  u s e r s  o f  such r e p o r t s  b e f o r e  t a k i n g  d e c i s i o n s )

The e s s e n t i a l  f u n c t i o n  o f  a c c o u n t i n g  i s  t o  p r o v i d e  unam biguous  a c c o u n *

t i n g  i n f o r m a t i o n  a b o u t  c o m p le x  b u s i n e s s  a c t i v i t i e s  t o  a v a r i e t y  o f

u s e r s * ^ ^  Of c o u r s « t  u n a m b igu o u sn e ss  o r  u n d e r s t a n d a b i l l t y  d o e s  n o t

mean t h a t  i n f o r m a t i o n  s h o u ld  be  p r e s e n t e d  i n  th e  m o s t  raw form o r

i n  r u d im e n t a r y  t e r m s .  R a t h e r ,  I t  d o e s  mean t h a t  ju d g e m e n t  n e e d s  t o

be  a p p l i e d  in  h o l d i n g  the b a l a n c e  between  t h e  need  t o  e n s u r e  t h a t  a l l

f a c t u a l  i n f o r m a t i o n  a r e  d i s c l o s e d  and t h e  n e e d  t o  a v o i d  c o n f u s i n g
35t h e  u s e r s  by th e  p r o v i s i o n s  o f  t o o  much d e t a i l *  In  B a n g l a d e s h ,  t h e  

a c c o u n t i n g  system  as s t a t e d  e a r l i e r  i n  the  n a t i o n a l i s e d  i n d u s t r i e s

274

seemed t o  be n o t  h i g h l y  s o p h i s t i c a t e d  and t h e  a n a l y s i s  o f  t h e  v a r i o u s  

I t e m s  o f  the  B a l a n c e  S heet  and P r o f i t  and Loss  A c c o u n t  S ta te m e n t  was 

n o t  w i d e l y  d a m  done  t o  make the g e n e r a t e d  a c c o u n t i n g  d a t a  m ore  u n d e r 

s t a n d a b l e  t o  the  u s e r s *  The p r a c t i c e  o f  show ing  a l l  th e  d a t a  p e r t a i 

n in g  t o  the  B a la n c e  S heet  i n  g r a p h i c  and a n a l y s i s  forts was r e l a t i v e l y  

r a r e  i n  the  I d e n t i f i e d  n a t i o n a l i s e d  I n d u s t r i e s *  As such  35 p e r c e n t  

o f  t h e  Samples  p e r c e i v e d  t h a t  the B a l a n c e  S h e e t  and P r o f i t  and L o ss  

A c c o u n t  had f a i l e d  i n  s e r v i n g  t h e  management n e e d s  f o r  a c c o u n t i n g

^  ANDERSON, ARTHUR AWD CO. ,  Q b j e c t i v e s  o f  F i n a n c i a l  S ta te m e n t  f o r  
B u s i n a s s _ E n t e r p r l a e s .  London ,  1 9 7 2 ,  p . 10*

ASSC, The C o r p o r a t e  R e p o r t ,  o p . c l t . ,  p p . 2 8 -  30 .
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i n f o r m a t i o n  i n  d e c i s i o n - m a k i n g  and c o n t r o l  due t o  same a m b ig u o u s -  

n o s s *

( 9 )  I n c o n s i s t e n c y !

One o f  th e  i s p o r t a n t  p r i n c i p l e s  o f  a c c o u n t i n g  i s  th e  p r i n c i p l e

o f  c o n s i s t e n c y  w hich  i m p l i e s  t h a t  th e  m e th o d s  o f  m e a s u r in g  and v a l u a *

t i c n  a p p l i e d  s h o u l d  remain c o n s i s t e n t  y e a r  a f t e r  y e a r .  The main

r e a s o n  f o r  t h i s  i s  t o  f a c i l i t a t e  c o m p a r i s o n  o f  a c c o u n t i n g  i n f o r m a t i o n

and d a t a  a v a i l a b l e  i n  f i n a n c i a l  s t a t e m e n t s  and r e p o r t s  r e l a t i n g  t o

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

company*^^ I f  t h e r e  i s  i n c o n s i s t e n c y  i n  m e th o d s  a p p l i e d *  t h e  r e s u l t s

d i s c l o s e d  by f i n a n c i a l  s t a t e m e n t s  w i l l  be  u n r e l i a b l e *  But s i n c e  t h «

Companies  A c t  o f  1913 as a d o p t e d  i n  B a n g la d e s h  was s i l e n t  on t h e

i s s u e *  i t  was d i f f i c u l t  t o  know from the  r e c o r d s *  d o cu m e n ts  and

s t a t e m e n t s  o f  t h e  e n t e r p r i s e s  w h e th e r  t h e  p r i n c i p l e  o f  c o n s i s t e n c y

i n  a c c o u n t i n g  m e th o d s  and p r o c e d u r e s  had been p r a c t i s e d  o r  n o t  i n

t h e  c a s e ' o f  the  i d e n t i f i e d  n a t i o n a l i s e d  i n d u s t r i e s *  A u d i t o r s *  r e p o r t s  
■| I ' . ! I'

a ^ s o z d i d  n o t  c o n t a i n  any i m p l i e d  o r ^ e x p r e s s e d  r e f e r e n c e ' t o  t h i s  p r i n *

c i p l e *  Then* t h e  f i n a n c i a l  r e p o r t s  d i d  n o t  d i s c l o s e  t h e  a c c o u n t i n g

m ethod s  used  i n  a r r i v i n g  a t  n e t  p r o f i t  and i n  showing  th e  f i n a n c i a l

p o s i t i o n  o f  the  e n t e r p r i s e s *  As such 33 p e r c e n t  o f  t h e  s a m p le s  p e r *

c e i v e d  t h a t  o n e  m ig h t  d o u b t  a b o u t  the  a w a r e n e s s  o f  th e  a c c o u n t a n t s

o f  t h e  s e l e c t e d  e n t e r p r i s e s  i n  r e g a r d  t o  t h i s  p r i n c i p l e  o f  c o n s i s *

ten cy •
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( 1 0 )  la ck  o f  Computer  S T v i c e s i

Uce o f  con iput«r  s e r v i c e s  f o r  p r o p e r  f u n c t i o n i n g  o f  lOdnaQement

I n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  system i s  v e r y  • s s e n t i a l  In

t o d a y ' s  c o m p le x  b u s i n e s s  o p e r a t i o n s *  The co m p u te r  can make i t  f e a s l *

b l e  f o r  management t o  u s e  m a t h e m a t i c a l  and s t a t i s t i c a l  t o o l s  f o r  a n a -
37i y s i n g  a c c o u n t i n g  i n f o m i a t l o n  f o r  b u s i n e s s  d e c i s i o n s *  But d e s p i  t «  

t h e  f a n t a s t i c  grovsth o f  c o m p u te r  a p p l i c a t i o n s ,  t h e r e  was a c u t e  l a c k  

o f  such s e r v i c e s  In  the  f i n a n c i a l  r e p o r t i n g  and management i n f o r m a 

t i o n  system d i v i s i o n  o r  s e c t i o n  i n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s 

t r i e s  as o p i n e d  by 31 p e r c e n t  o f  t h e  s a m p le s ,  th u s  p o s i n g  d i f f i c u l t i e s  

a t  t i roes  in  s t o T a g e *  r e t r i e v a l *  a n a l y s i s  and r e p o r t i n g  o f  v a r i o u s  

s o r t s  o f  d a ta  and as s u c h ,  t h e i r  u s e  f o r  management d e c i s i o n s  and 

c o n t r o l  p u r p o s e s  i s  hampered t o  g r e a t  e x t e n t ,

( 1 1 )
I ■ I

The u s e f u l n e s s  o f  f i n a n c i a l  r e p o r t s  i s »  t o  a g r e a t  e x t e n t ,  d e p e n 

d e n t  on t h e  a v a i l a b i l i t y  o f  su ch  r e p o r t s  a t  t h e  d i s p o s a l  o f  th e  uana^e* 

raent and o t h e r  u s e r  g r o u p s  a t  the  o p p o r t u n e  moment* But t i m e l y  p u b l i 

c a t i o n  o f  f i n a n c i a l  s t a t e m e n t  i s  n o t  a common p r a c t i c e  i n  d e v e l o p i n g
38c o u n t r y *  I t  i s  o b s e r v e d  t h a t  the  a c c o u n t a n t s  o f  th e  n a t i o n a l i s e d  

i n d u s t r i a l  e n t e r p r i s e s  i n  B a n g la d e s h  u s u a l l y  d i d  n o t  t « k «  c o g n i z a n c e  

o f  th e  I m p o r t a n c e  o f  t i m e l y  r e p o r t i n g *  I t  utas f o u n d  t h a t  t h e  a v e r a g e  

t i m e l a g  betw een  th e  c l o s i n g  o f  the  f i n a n c i a l  y e a r  and t h e  p r e s e n t a t i o n
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37
Management A c c o u n t i n g . John f t i l e y  i  S ons ,  I n c , ,  New Y o r k ,  (C)  1978*

38

ANDERSON, DONALD L. and RAUN, DONALD L . ,  I n f o r m a t i o n  A n * l v « i e  i n
r T c 3

TAL0KDA3, M . Y . ,  “ An Approach  t o  I n f l a t i o n  A c c o u n t i n g  i n  t h e  Con
t e x t  o f  D e v e l o p i n g  Econcmies**,  o a .  \n  ̂ 56.»_
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m

Of  th e  f i n a n c i a l  r e p o r t s  t o  t h e  tnanageraent and o t h e r  u s e r s  had been  

a b o u t  s i x  months* I t  i s  e v i d e n t  from t h e  ab o v e  T a b l e  t h a t  29 p e r c e n t  

o f  t h e  sam ples  o p i n s d  t h a t  t h i s  d e l a y  i n  r e p o r t i n g  m ig h t  c a u s e  s e r i o u s  

d i f f i c u l t i e s  i n  t h e  «a y  o f  a d o p t i n g  f i n a n c i a l  and o t h e r  d e c i s i o n s  

t i s e l y  and f e e d b a c k  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  t h e  o r g a n i z a t i o n .

( 1 2 )  La,ck a f  Proarer K n o t l e d Q e i

A n o th e r  i m p o r t a n t  d e f i c i e n c y  i n  t h e  management i n f o r m a t i o n  and 

f i n a n c i a l  r e p o r t i n g  sys tem  o f  the  s e l e c t e d  n a t i o n a l i s e d  I n d u s t r i e s  

v a s l ^ c k  o f  p r o p e r  k n o w le d g e ^ t o u t < ie t a  p r e p a r a t i o n ,  g e n e r a t i o n  and 

p r o c e s s i n g  s t a g e s  as  v i e w e d  by 13 p e r c e n t  o f  t h e  s ^ p l e s .  Such s h o r t -  

coffiing n i g h t  hamper t h e  c o l l e c t i o n *  c o m p i l a t i o n  and c o n s o l i d a t i o n  o f

V a r i o u s  s o r t s  o f  d a t a  and th u s  s ta n d  i n  t h e  « a y  o f  t h e i r  u s e  by
t  ‘

management i n  i t s  d e c i s i o n s  and c o n t r o l  f u n c t i o n s *

( 1 3 )  I t i s l i i a B j u i i  ,  I I -  '
“  ' - ‘ I I I

R e l e v a n c e  i s  a n o t h e r  f e a t u r e  w h ich  e x p r e s s e s  the  fu n d a m e n ta l

i m p r e s s i o n  t h a t  c o r p o r a t e  r e p o r t s  s h o u l d  seek  t o  s a t i s f y  i n f o r m a t i o n
39n e e d s  o f  i n t e r e s t  g r o u p s  t o  a g r e a t  e x t e n t .  But t h e  r e p o r t s  and 

s t a t e m e n t s  p r e p a r e d  by t h e  e n t e r p r i s e s  w i t h i n  t h e  l e g a l  framework o f  

th e  c o r p o r a t i o n s  u n d e r  s t u d y  w ere  c o n s i d e r e d  i n s u f f i c i e n t  t o  s e r v e  

t h e  i n f o r m a t i o n  n e e d s  o f  th e  management i n  i t s  d e c i s i o n - m a k i n g  and 

c o n t r o l  f u n c t i o n s  in  p a r t i c u l a r .  I t  i s  f a c t  t h a t  d i f f e r e n t  u s e r s  Start 

n e e d  d i f f e r e n t  s e t s  o f  d a t a  and i n f o r m a t i o n  f o r  d i f f e r e n t  p u r p o s e s *

But 12 p e r c e n t  o f  t h e  sam ples  o p i n e d  t h a t  t h e  n a t i o n a l i s e d  i n d u s t r i a l  

e n t e r p r i s e s  used  t o  p r e p a r e  th e  same s e t s  o f  r e p o r t s  and s t a t e m e n t s  

t o  be p r e s e n t e d  t o  t h e  d i f f e r e n t  i n t e r e s t  g r o u p s  r e s u l t i n g  i n
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I r r e l e v a n t  r e p o r t i n g  t o  them and s e r v i n g  no r e a l  p u r p o s e  o f  t h e  d i f f e *  

r e n t  u s e r s  p a r t i c u l a r l y  the management i n  i t s  d e c i s i o n s  and c o n t r o l  

f u n c t i  o n s .

( 1 4 )  “

A n o th e r  n o t e w o r t h y  s h o r t c o m i n g  o f  t h e  management i n f o r m a t i o n  and 

f i n a n c i a l  r e p o r t i n g  syste fn i n  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  v.as 

l a c k  o f  c o o r d i n a t i o n  aiaong v a r i o u s  d e p a r t m e n t s  f o r  p r o p e r  c o l l e c t i o n *  

c o m p i l a t i o n  and c o n s o l i d a t i o n  o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  d a t a  

p e r t a i n i n g  t o  t h e  b u s i n e s s  a c t i v i t i e s *  I t  i s  e v i d e n t  from T a b le  7 . 4  

t h a t  11 p e r c e n t  o f  th e  sa m p le s  v i e w e d  t h a t  su ch  d e f i c i e n c y  i n  th e  

management i n f o r m a t i o n  sys tem  m ig h t  hamper t h e  u s e  o f  a c c o u n t i n g  d a t a  

f o r  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  p u r p o s e s  t o  a g r e a t  e x t e n t .

( 1 5 )  M l s c e l l a n e o u g t

Seme o f  the  sam ples  (9  p e r c e n t )  p e r c e i v e d  t h a t  a b s e n c e  o f  c o n m w t s  

and o b s e r v a t i o n  on t h e  MIS and the  r e l e v a n t  f i n a n c i a l  r e p o r t s  by coni> 

p e t e n t  a u t h o r i t i e s  m ig h t  a l s o  hamper th e  p r o p e r  u s e  o f  a c c o u n t i n g
' ' M ( l  I, ' _ ■“  '

In formatio jr t  i n  rnahagement d e c i s i o n s  and c o n t r o l  f u n c ;y . o n ,  m ~  i '

The d e f i c i e n c i e s  o r  M eannesses  o f  management i n f o r m a t i o n  and 

f i n a n c i a l  r e p o r t i n g  sys tem  h i n d e r i n g  t h e  p r o p e r  u s e  by management o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  t h e  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  o f  t h e  

s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  had been i d e n t i f i e d  abo v e *  In t h e  

f o l l o w i n g  c h a p t e r *  how ever*  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a *  

t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  and t h e  i m p a c t  o f  su ch  

u s e  on t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  s e l e c t e d  i n d u s t r i e s  w o u ld  

be examined*
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chapter .  8

EXTENT OF USE OF ACCOUNTING INFORMATION IN 
f i n a n c i a l  DECISIONS AND CONTROL AND IttPACT 
OF SUCH USE ON THE FINANCIAL PERFORMANCES 

OF THE n a t i o n a l i s e d  INDUSTRIES

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s ,  w o r k in g  c a p i t a l  d e c i s i o n s  and 

p r o f i t  d e c i s i o n s  v i s - a - v i s  m anageaent  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  th e  r e s p e c t i v e  d e c i s i o n a l  a r e a s  had been d i s c u s s e d  and a n a l y s e d  i n  

c h a p t e r s  4 ,  5 and 6 r e s p e c t i v e l y .  The p r e s e n t  c h a p t e r  r e l a t e s  t o  th e  

i n v e s t i g a t i o n  i n t o  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

f i n a n c i a l  d e c i s i o n s  and c o n t r o l ,  and t h e  i m p a c t  o f  su ch  u se  o r  o t h e r 

w i s e  on the  f i n a n c i a l  p e r f o r m a n c e s  a s  s e e n  t h r o u g h  p r o f i t a b i l i t y  o f  

th e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s  f o r  t h e  p e r i o d  u n d e r  r e v i e w *

I

8 . 1  The Need f o r  P e r f o r m a n c e  E v a l u a t i o n

___ II

^  There  i s  a g r o w i n g ^ n e e d j ' f o r  . p e r f o x n a n c e  e v a l u a t i o n  o f  d e v e l o p m e n t  

p r o j e c t s  o r  i n d u s t r i e s  a r i s i n g  from t h e  e x p a n d in g  r o l e  o f  n a t i o n a l i s e d  

s e c t o r  w h ich  p r o v i d e s  a w ide  rang e  o f  g o o d s  and s e r v i c e s  i n  th e  s o c i e t y .  

E v a l u a t i o n  i s  u s e f u l  n o t  o n l y  f o r  a c c o u n t a b i l i t y ,  b u t  a l s o  f o r  i m p r o v e 

ment o f  p e r f o r m a n c e s  i n  b r o a d e r  t e r m s ,  g i v e n  g r e a t e r  u n d e r s t a n d i n g  on 

why s u c h  a c t i v i t i e s  have  s u c c e e d e d  o r  f a i l e d  i n  the  p a s t * ^  E v a l u a t i o n  

c a n ,  t h e r e f o r e ,  p r o v i d e  a p r a g m a t i c  r e s p o n s e  t o  t h e  p r o b l e m s  o f  n a t i o 

n a l i s e d  i n d u s t r i e s *  In t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s ,  t h e  n e e d  

f o r  h a v in g  c r i t e r i o n  o f  p e r f o r m a n c e  e v a l u a t i o n  i s  more i m p o r t a n t  than

 ̂ SKEATES, R. and WHITLAM G . ,  ” The R o le  o f  P e r f o r m a n c e  E v a l u a t i o n  i n  
t h e  D eve lop m ent  P r o c e s s * ,  As ian  D e v e lo p m e n t  R e v ie w ,  V o l .  1 ,  No.  2 ,  
1 9 8 3 ,  A s ian  D eve lop m en t  Bank, P h i l i p p i n e c ,  p . 5 9 .
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t h a t  i n  p r i v a t *  i n d u s t r i a l  e n t e r p r i s e s  whera p r o f i t a b i l i t y  I s  o f t e n  

r e g a r d e d  as p r o v i d i n g  «  r o u g h -a n d * r e a c )y  m easure*  Management n e e d s  

t o  know how f a r  the  e n t e r p r i s e  f o r  w h ich  i t  i s  r e s p o n s i b l e  i s  i m p r o 

v i n g  o r  d e t e r i o r a t i n g  i n  r e s p e c t  t o  i t s  p e r f o r n a n e e s t  and how f a r  

t h a t  i m p r o v e n e n t  o r  d e t e r i o r a t i o n  can be a s c r i b e d  t o  i t s  v i r t u e s  o r  

v i c e s *  As such*  we r e q u i r e  m ethods  o f  m e a s u r in g  and j u d g i n g  th e  

e n t e r p r i s e  p e r f o r m a n c e s  by i d e n t i f y i n g  f a u l t s  and s h o r t - f a l i s  a n #  

d i s c u s s i n g  ways o f  c o r r e c t i n g  thero» and o f  a s s e s s i n g  t h e  f i n a l  c o n *

t r i b u t i o n  made by the  e n t e r p r i s e s  t o  t h e  d e v e l o p m e n t  o f  t o t a l  n a t i o -  
2

n a l  e c o n o m y .

On t h e  i s s u e  o f  p e r f o r m a n c e  e v a l u a t i o n  and i t s  r e l a t e d  p r o b l e m s *  

t h e  F i r s t  F i v e  Y ear  P lan  o f  B a n g la d e s h  s t a t e s t  " C l e a r l y  d e f i n e d  

o b j e c t i v e  must be s e t  f o r  e a c h  s e c t o r *  P r o d u c t i o n  t a r g e t s *  e f f i 

c i e n c y  l e v e l S f  Cash s u r p l u s  g e n e r a t i o n  and o t h e r  d e f i n e d  o b j e c t i v e s
I, ; '  “

s h o u l d  be s p e l t  o u t  f o r  the c o r p o r a t i o n s  and by t h e  c o r p o r a t i o n s  

f o r  the  e n t e r p r i s e s *  A b se n c e  o f  p r e c i s e  t a r g e t s  makes i t  d i f f i c u l t  

t o  e v a l u a t e  p e r f o r m a n c e t  m o t i v a t e  w o r k e r s  and o t h e r  l a p s e s ' * * ^  I t  i s  

s e e n  t h a t  the  P l a n n i n g  C o m a is s l o n  a p p r e c i a t e d  t h e  n e c e s s i t y  f o r  a 

p e r f o m a n c e  c r i t e r i o n  which*  as  Q*K. Ahmed^ has  p o i n t e d  o u t *  as  i s  

c a p a c i t y  u t i l i z a t i o n *  In  a s i t u a t i o n  o f  e x t r e m e  s c a r c i t y  o f  commo

d i t i e s  as  has  been the  c a s e  i n  B a n g la d e sh *  t h i s  c r i t e r i o n  i s  o f  h i g h

2B0

Ha n s o n* a .H**  M a n a g e r i a l  P rob lem  i n  P u b l i c  E n t e r p r i s e .  A s i a  P u b l i -  
s h i n g  House* Bombay* ( c )  I n d i a n  I n s t i t u t e  o f  P u b l i c  A d m i n i s t r a t i o n *  
New D e l h i *  1962* p*94*

^ ALaMGIR* MOHIUDDIN* " N a t i o n a l i s e d  I n d u s t r i e s  o f  B a n g l a d e s h " *
The B a n g lad e sh  P t v e l o n m e n t  S t u d i e s .  B ir  s, Dacca*  V o l .  11 ,  J u l y  1974* 
p p .  708 »7 0 9 *

^ AtWED* Q*K.* " A s p e c t s  o f  Managements o f  N a t i o n a l i s e d  I n d u s t r i e s *  
i n  B a n g l a d e s h " ,  Thg B m a U l t l h  ■PgV9l9na«nt  V o l .  I I *
B a n g la d e sh  I n s t i t u t e  o f  D e v e lo p m e n t  S t u d i e s *  Dacca*  J u l y  1974* 
p*  695*
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r e l e v a n c s .  But t h i s  c a n n o t  be t h «  o n l y  c r i t e r i o n  f o r  « v a l u a t i n g  

e n t e r p r i s e  p e r f o r m a n c e  i n  t h e  l o n g  r u n .  I t  has  been p o i n t e d  o u t  

t h a t  th e  i n d i c a t o r *  o f  e n t e r p r i s e  p e r f o r m a n c e *  s h o u l d  be e v o l v e d  

w i t h i n  t h e  f r a n e w o r k  o f  n a t i o n a l  o b j e c t i v e s . ^

In  t h e  F i r s t  F i v e  Y e a r  P lan  how ever*  t h e r e  was no c i s a r  c u t  

i n d i c a t i o n  o f  a p e r f o r m a n c e  e v a l u a t i o n ,  e x c e p t  t h e  v a g u e  r e f e r e n c e  

to  t h e  e f f i c i e n c y  o f  p e r f o r m a n c e  w h ich  seems t o  have  been u s e d  i n  

t h e  s e n s e  o f  raaxifflun u t i l i z a t i o n  o f  c a p a c i t y .  I f  t h e  i n d u s t r i e s  

a r e  run on e f f i c i e n t  c o s t  c u r v e s #  then  i t  can be  c o n s i d e r e d  a c o r r e c t  

m easure  f o r  " e f f i c i e n c y  o f  p e r f o r n a n c e ” .  But i n  p o s t - l i b e r a t i o n  

p e r i o d ,  m o s t  i n d u s t r i e s  w ere  o p e r a t i n g  on h i g h e r  c o s t  c u r v e s  i n  r e a l  

t e r n s  as  compared  t o  1 9 6 9 -7 0  due t o  v a r i o u s  r e a s o n s ,  s u c h  a s ,  l a c k  

o f  a p p r o p r i a t e  p r o d u c t i o n  p l a n n i n g ,  i n e f f e c t i v e  m a n a g e r i a l  d e c i s i o n s  

and c o n t r o l ,  lack) o f  e f f V c t i v e  b u d g e t i n g  end i n v e n t o r y  c o n t r o l ,  f 
'J

e x c e s s  l a b o u r  c o s t s ,  e t c . ^  T h e r e f o r e ,  t h e  g o a l  o f  m t e r p r i s e  e f f i 

c i e n c y  s h o u l d  be d e f i n e d  t o  mean a a x i m i z a t i o n  o f  o u t p u t  s u b j e c t  t o  

optimum u t i l i z a t i o n  o f  r e s o u r c e s .

There  i s *  as  s u c h ,  no e a s y  s o l u t i o n  t o  t h e  p r o b le m  o f  c h o i c e  o f  

i n d i c a t o r s  f o r  e n t e r p r i s e  p e r f o r m a n c e s .  I n d i c a t o r s ,  such  as* t h e  

vo lum e o f  o u t p u t *  v a l u e  o f  o u t p u t  p r o d u c e d *  vo lu m e  and v a l u e  o f  t r a d e  

t u r n o v e r ,  i n d e x  o f  t u r n o v e r  o f  c i r c u l a t i n g  a s s e t s *  e t c . *  w ere  u s e d  

i n  t h e  s o c i a l i s t  c o u n t r i e s  from  t i « e  t o  t i m e .  But none  o f  them was

2B1

^ ALaMGIR, MOHIUDDIN, " N a t i o n a l i s e d  I n d u s t r i e s  o f  B a n g l a d s s H i ,  
The B a n g la d e s h  D e v e l o o w e n t  S t u d i e « » BIDS, Dacca*  V o l .  X I ,
J u l y  1 9 7 4 ,  p p .  7 0 8 - 7 0 9 .

^ aHUED Q .K . ,  " A s p e c t s  o f  Management o f  N a t i o n a l i s e d  I n d u s t r i e s  
i n  B a n g l a d e s h " ,  o n . c l t . .
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f o u n d  t o t a l l y  s a t i s f a c t o r y *  C o n s a q u e n t l y ,  t h e  s o c i a l i s t  p l a n n e r s  

had t o  th in k  a b o u t  a l t e r n a t i v e s  and p r o f i t a b i l i t y  as  a c r i t e r i o n  

f o r  p e r f o r m a n c e  e v a l u a t i o n  was a c c e p t e d  by Y u g o s l a v i a  i n  1952* by 

Hungary i n  1 9 5 7 ,  by t h e  USSR i n  1967 and by t h e  European S o c i a l i s t  

C o u n t r i e s  i n  t h e  l a t e  l 9 6 0 * s  and even  i n  Ch inat  ' p r o f i t a b i l i t y *  was 

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

as  1957*^ F o r  i t  i s  c l a i m e d  t h a t  t h e  ' p r o f i t a b i l i t y  c r i t e r i o n *  t a k e s  

i n t o  c o n s i d e r a t i o n  n o t  o n l y  th e  i n p u t  s i d e s  but  r e f l e c t s  the  e f f i 

c i e n c y  o f  a l l  d i f f e r e n t  o p e r a t i n g  e n t e r p r i s e s  t o g e t h e r .

S in c e  r a p i d  g r o w t h  o f  o u t p u t  and i n c o a e  and i t s  e q u i t a b l e  d i s t r i *  

b u t i o n  s u s t a i n e d  by a h ig h  r a t e  o f  a c c u m u l a t i o n  a r e  n e c e s s a r y  p r e 

c o n d i t i o n  t o  a t t a i n  t h e  b a s i c  n a t i o n a l  g o a l  o f  r e d u c i n g  p o v e r t y  i n  

B a n g la d e s h t  p r o f i t  m a x i m i z a t i o n  can be  t h e  o p e r a t i o n a l  g o a l  i n  t h e  

n a t i o n a l i s e d  i n d u s t r i e s  s e c t o r *  F o r  J u d g i n g  t h e  p e r f o r m a n c e s  o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s ,  a l l  v a r i a n t s  o f  ' p r o f i t *  c r i t e r i o n  m i g h t  be  

a c c e p t e d  and u s e d *  I t  a p p e a r s  from t h e  o f f i c i a l  announcem ent  r e g a r 

d i n g  t h e  m easure  o f  s u c c e s s  o f  t h e  s e c t o r  c o r p o r a t i o n s  t h a t  p r o f i t a 

b i l i t y  had been a c c e p t e d  as  an i m p o r t a n t  i n d i c a t o r  o f  p e r f o r m a n c e  

e v a l u a t i o n  i n  t h e  n a t i o n a l i s e d  i n d u s t r i e s *

g
The P l a n n i n g  Com m iss ion  o f  B a n g la d # sh  has  s t r e s s e d  t h e  n e e d  

f o r  r u n n in g  t h e  n a t i o n a l i s e d  i n d u s t r i a l  e n t e r p r i s e s  as  t h e  m an u fac 

t u r i n g  c o n c e r n s  b a s e d  on c o m m e r c ia l  p r i n c i p l e s *  The G :>vemment has 

a l s o  e m p h a s ize d  t h e  p r o f i t a b i l i t y  as t h e  c r i t e r i o n  f o r  m e a s u r in g  

t h e  m an ag em en t 's  p e r f o z m a n c e  i n  such e n t e r p r i s e s *  In  P a k i s t a n ,  t o o .

7B2
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p r o f i t a b i l i t y  has  been a d v o c a t c d  a«  t h e  b e a t  c r i t e r i o n  f o r  e v a l u a t i o n
9

o f  p e r f o r m a n c e  o f  th e  p u b l i c  s e c t o r  e n t e r p r i s e s *

Under the  c i r c u n s t a n c e s f  i t  may be  s a i d  t h a t  . . p r o f i t a l d . l l t y  

n i g h t  be  taken as t h e  c r i t e r i o n  f o r  e v a l u a t i n g  o r  m e a s u r in g  t h e  p e r 

f o r m a n c e s  o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .  V a r i o u s  c c i t e r i a  

e i t h e r  i n d i v i d u a l l y  o r  c o l l e c t i v e l y  c o u l d  be  u s e d  t o  a s e e s s  t h e  p e r *  

fortDances  o f  the  i n d u s t r i a l  e n t e r p r i s e s *  A l t h o u g h  t h e r e  was no s e t  

c r i t e r i o n  from t h e  Governfflentf  r e l e v a n t  a u t h o r i t i e s  e n p h a s i  zed  on 

d i f f e r e n t  c r i t e r i a *

The f o l l o w i n g  T a b l e  8 , 1  shows t h e  r e s p o n s e s  o f  t h e  s a m p l e s  as  

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

t r i e s *

2B3

J.abAj.r.?sl

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  C r i t e r i a  f o r  
P e r f o r m a n c e  E v a l u a t i o n

I
I P e r f o r m a n c e

Samples I C o r p o r a - }  E n t e r -  
I t i o n s  I p r i s e s

J ______________ L ................. .

T o t a l

F i n a n c i a l  P r o f i t a b i l i t y

P r o d u c t i v i t y  E f f e c t i v e n e s s

S o c i a l  P r o f i t a b i l i t y

15

13

12

19

16

14

34 ( 7 5 )  

29 ( 6 4 )  

26 ( 5 8 )

M a x i m i z a t i o n  o f  F o r e i g n  
Exchange E a rn in g s 8 ( 1 8 )

( F i g u r e s  i n  t h e  b r a c k e t s  are  p e r c e n t a g e s  o f  t o t a l  number o f  s a m p l e s ) *

SYED, REZA H. ( E d . ) ,  R o le  and P e r f o r m a n c e  o f  P u b l i c  E n t e r p r i s e  i n  
th e  Econom ic  Growth o f  P a k i s t a n . I n v e s t m e n t  A d v i s o r y  C e n t r e  o f  
P a k i s t a n ,  p p .  1 3 7 -1 3 8 *
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Th« Tabic  shows t h a t  75  p e r c e n t  o f  the  s a m p le s  r e p o r t e d  f i n a n 

c i a l  p r o f i t a b i l i t y t  64 p e r c e n t  r e p o r t e d  p r o d u c t i v i t y  e f f e e t i v e n e s s t  

58 p e r c e n t  r e p o r t e d  s o c i a l  p r o f i t a b i l i t y  and o n l y  18 p e r c e n t  r e p o r t e d  

m a x i m i z a t i o n  o f  f o r e i g n  e x c h a n g e  e a r n i n g s  as  t h e  c r i t e r i a  f o r  a s s e >  

s s i n g  p e r f o r m a n c e  o f  th e  e n t e r p r i s e s .  Among t h e s e  c r i t e ^ a >  f i n a n c i a l  

p r o f i t a b i l i t y  and o a x l n i z a t i o n  o f  f o r e i g n  e x c h a n g e  e a r n i n g s  had been 

t r e a t e d  a s  a c c o u n t i n g  c r i t e r i a  w h i l e  s o c i a l  p r o f i t a b i l i t y  and p r o d u c *  

t i v i t y  e f f e c t i v e n e s s  w ere  t r e a t e d  as  n o n - a c c o u n t i n g  c r i t e r i a *  Thus* 

i t  i s  e v i d e n t  t h a t  f i n a n c i a l  p r o f i t a b i l i t y  was g i v e n  more i m p o r t a n c e  

than o t h e r  c r i t e r i a *  In  t h i s  l i g h t *  t h e  i m p a c t  o f  u s e  by management 

o f  a c c o u n t i n g  i n f o r < n a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  on t h e  

f i n a n c i a l  p r o f i t a b i l i t y  o f  the  n a t i o n a l i s e d  i n d u s t r i e s  w ou ld  now be  

examined*

Among t h e  m e a s u r e s  o f  p r o f i t a b i l i t y  as p o i n t e d  o u t  e a r l i e r *  a o s t  

c l a s s i c a l  w r l t e r s ^ ^  have  c o n s i d e r e d  Return on  S a l e s  (RO S ) ,  ^Return on 

C a p i t a l  (ROC)employed  and Return on I n v e s t m e n t  (ROI)  a s  b e s t  m e a s u r e s  

o f  p r o f i t a b i l i t y  and t h e s e  i n d i c e s  had been  d e f i n e d  i n  C h ^ t e r - 2 .  As 

such* t h e  p u r p o s e  o f  th e  p r e s e n t  s t u d y  i  s t o  exam ine  t h e  I m p a c t  o f  

th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

on the  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  s e l e c t e d  i n d u s t r i e s  and t h e  

r e t u r n  on s a l e s  (RO S) ,  the  r e t u r n  on c a p i t a l  e m p lo y e d  (ROC) and 

r e t u r n  on t o t a l  i n v e s t m e n t  (ROI)  had been a d o p t e d  a s  t h e  n e a s u r e e  o f  

t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s *

SKaRHA, B . S . *  F i n a n c i a l  P l a n n i n g  i n  I n d i a n  P u b l i c  S e c t o j r  j  A WellAag- 
SXL\ o p * a t . *  p * 1 4 1 t  KUCHHaL, S . C . ,  F in a n d a J ^ M a n a a e ia g n t t
A n _ A A a ly U C A l  and C o n c e p t u a l  A p o r o a c h .  o p * c i t . *  p*62| UOHSIN, U .*  
F i n a n c i a l  P l a n n i n g  and C o n t r o l « op* c i t . *  , p . l 6 9 j  KESHAVA* G, P . ,

Q a t T i U q n a l  PM.bXjg».,Ct,f P\ l l> ,U£ . . .§D li^r ia ,« l>  V o l .  1 ,  
o p . c i t * ,  p , l 4 i  WALKER, EfWESrH., E s s e n t i a l s  o f  F i n a n c i a l  Manaqg-  
m ent .  o p . c l t . *  p . 3 0  and TAYLOR A.H.  and PALMER, R .E * ,  F i n a n c i a l  
P l a n n i n g  and C o n t r o l .  Pan B o o k s  L t d . ,  Lon don ,  1969 ,  p .  165 .
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26^5

8 * 2  V a r i a b l e s  U « a s u r l n g  t h «  E x t e n t  o f  Use o f  A c c o u n t i n g  
I n f o r m a t i o n  i n  F i n a n c i a l  D e v i s i o n a  and C o n t r o l  and 
I m p a c t s  o f  S«ch  Use on P r o f i t a b i l i t y _____________________

The c r i t e r i a  u s e d  f o r  e v a l u a t i o n  o f  the  f i n a n c i a l  p e r f o r m a n c e s  

o f  th a  e n t e r p r i s e s  a re  t h e  u l t i n a t e  r e s u l t  o f  the  v a r i o u s  means and 

m ethods  e m p lo y e d  by management i n  d e c i s i o n  m aking  and c o n t r o l l i n g  

t h e  b u s i n e s s  o p e r a t i o n *  o f  t h e  e n t e r p r i s e s * ^ ^  The c r i t e r i o n  o f  p r o 

f i t a b i l i t y  o r  any o t h e r  m easure  i s  d e p e n d e n t  on the  a d e q u a cy  and 

e f f e c t i v e n e s s  o f  su ch  means and m ethod s  f o r  management d e c i s i o n

making and c o n t r o l  f u n c t i o n s .  P r o f i t a b i l i t y t  t h e  «k idely  a c c e p t e d
12c r i t e r i o n  i s  h o w e v e r ,  a f f e c t e d  by v a r i o u s  f a c t o r s *  A r g e n t i  has  

c l a s s i f i e d  a l l  p o s s i b l e  f a c t o r s  l e a d i n g  t o  p r o f i t a b i l i t y  i n t o  v a r i o u s  

g r o u p s *  n a m e ly ,  i n v e s t i n g  c a p i t a l ,  incur^j^^g c o i t a l  e x p e n d i t u r e ,  

o v e r c o m i n g  o b s t a c l e s ,  e x p l o i t i n g  o p p o r t u n i t i e s ,  u s i n g  s t r e n g t h s ,
f

o v e r c o m i n g  w e a k n e s s e s ,  a p p l y i n g  management t e c h n i q u e s ,  and o r g a n i z i n g

p r o f i  t" p l a n s , o f  whom the~ f a c t o r s  r e l a t e d  w i t h  f i n a n c i a l  d e c i s i o n s  and

c o n t r o l  seem t o  be  N o r t h m e n t i o n i n g *  Of c o u r s e ,  t h e r e  a r e  l a r g e  number
13o f  c o n t r i b u t o r y  f a c t o r s  a f f e c t i n g  t h e  p r o f i t a b i l i t y *  H e re ,  t h e  u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n ^ c i a l  d e c i s i o n s  and c o n t r o l  had been 

taken  as  one  o f  the  many c o n t r i b u t o r y  v a r i a b l e s  i n f l u e n c i n g  t h e  p r o f i -  

t a b i  l i  t y .

MOHSIN, F i n a n c i n g  and C o n t r o l .  o p * c i t * ,  p * l *

ARGENTI, J . ,  C g .a t£ ra t ,e ,P la n n in g  * A  P v I jU *  G e o r g e
A l l e n  and Unwin L t d . ^ L o n d o n ,  I 9 6 9 , p * l 6 d *

RONaN, w.|». and PRIEN E , P . ,  **An a n a l y s i s  o f  O r g a n i z a t i o n a l  
B e h a v i o u r  and O r g a n i z a t i o n  P e r f o r m a n c e ” ,  O r g a n i z a t i o n a l  gehavlQ U r 
And Human P e r f o r m a n c e .  F e b r u a r y ,  1973 ,  p p .  7 8 - 7 9 *
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Xn t h «  o t h e r  w o rd s t  th e  i m p a c t  o f  the  i d e n t i f i e d  v a r i a b l e s  was 

n o t  o n l y  d e p e n d e n t  on the  u se  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  b u t  on many f a c t o r s  and h e r e t  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  

had been  a c c e p t e d  as  one o f  the  f a c t o r s  c o n t r i b u t i n g  t o  p r o f i t a b i l i t y .

The v a r i a b l e s  w h ich  a r e  d i r e c t l y  o r  I n d i r e c t l y  r e l a t e d  w i t h  t h e  

m a n a g e r i a l  u$e o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and  

c o n t r o l  th u s  i n f l u e n c i n g  t h e  a c c e p t e d  p e r f o r m a n c e  e v a l u a t i o n  c r i t e 

r i o n  i . e .  p r o f l t a b l  11 tyy a r e  l i s t e d  b e l o w i

( i )  Capital expenditure requirements decision,

(11) Capital structure decision,

( i l l )  Capital expenditure financing decision,

( iv)  Capital expenditure control*
( v )  f o r k i n g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n ,

'I

( v i )  I n v e n t o r y  d e c i s i o n ,

. ( v i l )  A c c o u n t s ^ T e c e l v a b l e  d e c i s i o n , , -  -
-  r " f ' ‘ ' -  'i -

( v i l l )  Cash d e c i s i o n ,  ^

( i x )  Vorlc lng c a p i t a l  f i n a n c i n g  d e c i s i o n ,

(x) ftorklng capital control«
( x i )  S a l e s  t a r g e t  and s e l l i n g  p r i c e  d e c i s i o n ,

( x i i )  C o s t  o f  p r o d u c t i o n  d e c i s i o n *

( x i i i )  O p e r a t i n g  e x p e n s e s  d e c i s i o n  and

( x i v )  P r o f i t  t a r g e t s  d e c i s i o n .
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8 . 2 ( a )  C a p i t a l  E x p ^ n d l t U f  P A C t s l o n t  and C o n t r o l

There  a r e  f o u r  v a r i a b l e s  r e l a t e d  Hfith c a p i t a l  e x p e n d i t u r e  d e c i *  

s i o n s  and c o n t r o l  a r e a f  v l z * »  c a p i t a l  e x p e n d i t u r e  requ lr t t f tO nis  

d e c i s i o n  c a p i t a l  s t r u c t u r e  d e c i s i o n ,  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  

d e c i s i o n  and c a p i t a l  E x p e n d i t u r e  c o n t r o l *  These  w e re  d i s c u s s e d  i n  

d e t a i l  i n  C h a p t e r  4 «  The e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m A t i o n  

i n  each  o f  t h e s e  V a r i a b l e s  and t h e  i m p a c t  o f  such use  o r  o t h e r w i s e  

on th e  p r o f i t a b i l i t y  o f  the  s e l e c t e d  i n d u s t r i e s  had be«n  exam in ed  

i n  t h e  f o l l o w i n g  p a g e s .

( i )  9 t  » t f»

Four  q u e s t i o n s  (N o .  15  t o  I 8 o f  A p p en d ix  V I I I  i n  P a r t - 6 ) w ere  

u s e d  t o  m easure  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o  ro ta t ion  i n  c a p i "  

t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l *  The u s e  o f  U k e r t ' s  f i v e

p o i n t  s c a l e s  e n a b l e d  t h e  s c o r e s  on t h e  r e s p o n s e s  o f  t h e s e  q u e s t i o n s
^  <1

to  be summed u p .  The >summation w h ich  i n d i c a ^ d  tl|fe e x t e n t  o f  _such 

management u s e  was shown i n  th e  T a b l e s  8 . 2 « 8 . 3 ,  8 . 4  and 8 * 5  p r e p a r e d  

as p e r  q u e s t i o n s  X5,  x6 * 17 and i s  i n  P a r t - B  o f  the  seme A p p e n d ix  

r e s p e c t i v e l y .

I t  Was o b s e r v e d  t h a t  t h e r e  was h i g h  u s e  o f  a c c o u n t i n g  i n f o r a a *  

t i o n  i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n  ,  w h i l e  t h e r e  was 

low u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n t  

c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  and c a p i t a l  e x p e n d i t u r e  

c o n t r o l .
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( i l >  I w o a c t  o f  U8«i

The i a p a c t  o f  u s «  o f  a c c o u n t i n g  i n f o r m a t i o n  I n  c a p i t a l  «]qpendl<- 

t u r e  d e c i s i o n s  and c o n t r o l  on t h «  p r o f i t a b i l i t y  had be«n  a c a s u r o d  by 

P « a r s o n * s  c o r r e c t i o n  c o e f f i c i e n t s  ( r ) »  T h is  was done by c o r r e l a t i n g  

t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f o u r  v a r i a b l e s  o f  

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s t  v i z . »  c a p i t a l  e x p e n d i t u r e  r e q u i r e a e n t s f  

c a p i t a l  s t r u c t u r e ,  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  and c o n t r o l  w i t h  

e a c h  o f  t h e  t h r e e  p r o f i t a b i l i t y  I n d e x e s *  v i z * »  r e t u r n  on  s a l e s  (ROS)^ 

r e t u r n  on c a p i t a l  em p lo ye d  (ROC) and r e t u r n  on i n v e s t m e n t  (ROI)  and 

t h e  c o r r e l a t i o n  c o e f f i c i e n t s  h«d  been  shown i n  t h e  A p p e n d ix  N o * V I I «

The i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r t n a t l o n  i n  each  o f  t h e  

a b o v e  f o u r  v a r i a b l e s  had been  d i s c u s s e d  b e l o w .

I t  i s  o b s e r v e d  f r o a  t h e  A p p en d ix  VII  t h a t  a l l  t h e  v a l u e s  o f
i i , -

t h e  c o r r e l a t i o n  c o e f f i c i e n t s  w e re  p o s i t i v e  ( t h o u g h  n o t  s i g n i f i c a n t  

a t  . 0 5  l e v e l )  e x c e p t  t h e  v a l u e  o f  t h e  c o r r e l a t i o n  c o e f f i c i e n t  

betw een  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  

and ROC. I t  i s  f u r t h e r  o b s e r v e d  t h a t  t h e  v a l u e s  o f  th e  c o r r e l a t i o n  

c o e f f i c i e n t s  o f  ROC w ere  l e s s  than t h o s e  o f  ROS and ROI e x c e p t  o n e  

r e l a t e d  w i th  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d l -  

t u r e  r e q u i r e m e n t s .  I t  i s  thus  e v i d e n t  t h a t  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  in  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  seemed t o  hav e  had 

p o s i t i v e  i m p a c t s  on t  he  p r o f i t a b i l i t y  i n d e x e s .
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m

( 1 )  C a p i t a l  E > o e n d l t u r «  R a a u l r w n t s  D » c t « l o n

C a p i t a l  • x p « n d i t u r «  r «qu ir « in f tn ts  d « c i $ l o n  d e n o t *  t h «  d e t « r m i *  

n a t i o n  o f  fu n d s  r a q u i r a d  f o r  « t a r t l n g  a p r o j e c t  o r  n a a t l n g  c a p i t a l  

e x p e n d i t u r e  r e q u i r v d  f o r  e s t a b l i s h m e n t  o f  a new p r o j e c t  o r  BMR o r  

e x p a n s i o n .  The m a n a g e r i a l  e c h e l o n  r e s p o n s i b l e  f o r  d i r e c t i n g  t h e  

u s e  o f  e n t e r p r i s e  r e a s o u r c e s  o r  c a p i t a l *  n e e d s  an u n d e r s t a n d i n g  o f  

t h e  c o n c e p t s  and e l e n e n t s  o f  c a p i t a l  e x p e n d i t u r e  r e q u i r a s e n t s  i n  

o r d e r  t o  use  a c c o u n t i n g  i n f o r m a t i o n  e f f e c t i v e l y  f o r  i t s  d e c i s i o n *

Of c o u r s e ,  as  an e x p e r t  i n  the  u s s  o f  a c c o u n t i n g  i n f o r s i a t t o n «  t h e  

a c c o u n t a n t  can a d v i s e  management i n  c h o o s i n g  and u n d e r s t a n d i n g  t h e  

V a r i o u s  a c c o u n t i n g  and n o n - a c c o u n t i n g  d a t a  and i n f o r m a t i o n  r e l e v ^ t  

t o  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n .  H ow ever ,  s u c h  d e c i 

s i o n  i s  d i r e c t l y  r e l a t e d  t o  t h e  c o s t  o f  t h e  p r o j e c t  i n  the  ^ o m  o f  

c a p i t a l  e x p e n d i t u r e  t h u s  a f f e c t i n g  t h e  c o s t  o f - p r o d u c t i o n  and
‘ 1 ii , I"

r e t u r n s  o f  c a p i t a l  o f  t h e  p r o j e c t .  But t h e  s h o r t c o m i n g s  and o t h e r  

r e l a t e d  p r o b l e m s  i n  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n  and c o n t r o l  w o u ld  u l t i m a t e l y  

a f f e c t  t h e  c a p i t a l  e x p e n d i t u r e  o f  the  p r o j e c t  as w e l l  a «  c o s t  o f  

p r o d u c t i o n ,  and t h e r e b y  th e  p r o f i t a b i l i t y  o f  t h e  e n t e ^ r i s e s  w o u ld  

be a d v e r s e l y  a f f e c t e d  t o  t h e  same e x t e n t .

E x t e n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  
C a p i t a l  E x p e n d i t u r e  _i^eQUlreBient» D e c i s l o n t

The f o l l o w i n g  T a b l e  8 . 2  shows t h e  r e ^ o n s e  o f  t h e  s a m p l e s  r e g a r *  

d in g  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i 

t u r e  r e q u i r e m e n t s  o r  e s t i m a t e s .
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R a sp o n s e s  o f  the  Sample* r e g a r d i n g  t h e  E x t e n t  o f  
Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  D e c i d i n g  C a p i t a l  

E x p e n d i t u r e  R e q u ir e m e n ts

High I Low I T o t a l  { L e v e l  o f  I
I I I S i g n i f i c a n c e  I

 \__________ *_________ I________________ I

C o r p o r a t i o n s  8 ( 4 0 )  12 (6 0  ) 20 ( lO O )  C h i - s q U a r «
«  1 . 1 4

E n t e r p r i s e s  14 ( 6 6 )  11 ( 4 4 )  25 ( lO O )  N o t  S i g n i f i c t f i t
a t  *05  l e v e l

T o t a l  < 22 ( 4 9 )  23 ( 5 1 )  45  ( lO O )
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labig

( F i g u r e s  i n  b r a c k e t s  a>o c o l u m n - p e r c e n t  a g e s ) .

From t h e  ab o v e  T a b le *  i t  i s  c l e a r  t h a t  49 p e r c e n t  and 51 p e r c e n t  

o f  th e  s a m p le s  v i e w e d  h ig h  u se  and lo w  u s e  o f  a c c o u n t i n g  i n f o x n a t t o n  

i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o r  e s t i m a t e s  d e c i s i o n .  Of t h e  

sa m p le s  a t  t h e  c o r p o r a t i o n  l e v e l *  40 p e r c e n t  v i e w e d  h igh  u s e  w h i l e
I I __

60 p e r c e n t  o f  thesi viewe<l ' - low u s e  and o f  t h e  s a m p le s  a t  e n t e r p r i s e s  

( e n t e r p r i s e  h e a d s ) *  56 p e r c e n t  v i e w e d  h ig h  u s e  w h i l e  44 p e r c e n t  v i e w e d  

low u s e .  Of t h e  s a m p le s  who v i e w e d  h ig h  use*  64 p e r c e n t  and 36 p e r c e n t  

b e l o n g e d  to the  c a t e g o r i e s  o f  th e  e n t e r p r i s e  h e ad s  and t h e  c o r p o r a 

t i o n s *  s a m p le s  r e s p e c t i v e l y .  On t h e  o t h e r  hand* o f  t h e  sam ple  who 

v i e w e d  low  u s «*  52 p e r c e n t  and 48 p e r c m t  b e l o n g e d  t o  t h e  c a t e g o r i e s  

o f  t h e  c o r p o r a t i o n s *  s a m p le s  and t h e  e n t e x p r i s e  h e a d s  r e s p e c t i v e l y *

I t  th u s  a p p e a r s  t h a t  t h e r e  was h ig h  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  

c a p i t a l  e x p e n d i t u r e  e s t i m a t e s  i n  e n t e r p r i s e s  f o l l o w e d  by c o r p o r a t i o n s .  

But t h e r e  seemed t o  b e  no s i g n i f i c a n t  r e l a t i o n s h i p  b e tw e e n  t h e  e x t e n t  

o f  u s e  and t h e  l e v e l  o f  u s e  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l )  o f  a c c o u n 

t i n g  i n f o n n a t i o n  i n  c a p i t a l  e x p e n d i t u r e  e s t i m a t e s  o r  re<|uiremen t s «
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That 1 s t  h ig h  u » t  and low u s «  o f  a c c o u n t i n g  i n f  oxm at i  on In  c a p i t a l  

e x p e n d i t u r e  r e c ^ i r e m e n t s  o r  e s t i m a t e s  w e re  i n d e p e n d e n t  o f  t h e i r  l e v e l s  

o f  use*  In  o t h e r  wordSt  o p i n i o n  v a r i a t i o n  a s  r e g a r d s  the  e x t e n t  o f  

u s e  o f  a c c o u n t i n g  i n f o r t a a t i o n  Mas n o t  d e p e n d e n t  on th e  v a r i a t i o n s  i n  

l e v e l s  o f  u s e  ( c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s ) .

,ln»Pa9^ flf,

The i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o t m a t i o n  i n  c a p i t a l  e i q i e n d i t u r e  

r e q u i r e m e n t s  on t h e  p r o f i t a b i l i t y  o f  th e  s e l e c t e d  n a t i o n a l i s e d  I n d u s *  

t r i e s  had been m easured  by show ing  P e a r s o n s *  c o r r e l a t i o n  c o e f f i c i e n t  

( r )  between  the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  and t h e  p r o f i t a b i l i t y  i n d e x e s / m e a s u r e s  s u c h  

as ROS, ROC and ROI. T h is  c o r r e l a t i o n  c o e f f i c i e n t  had b e e n  c a l c u l a t e d  

and shown i n  ^ p e n d i x  V l l .  I t  I s  e v i d e n t  t h a t  th e  c o r r e l a t i o n  c o e f f i 

c i e n t s  showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p  between  then i n d i c a t i n g

t h a t  u s e  o f  a c c o u n t i n g  i n f o x m a t i o h  i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e *
i| * — 

m ents  had f a v o u r a b l e  i m p a c t s  on th e  r e t u r n  on s a l e s *  r e t u r n  on c a p i t a l
« '' t" -1 V

and r e t u r n  on i n v e s t m e n t .  But t h e r e  s e e n e d  t o  be no s i g n i f i c a n t  r e l a 

t i o n s h i p  between t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  t h i s  p a r t i c u l a r  

a r e a  and p r o f i t a b i l i t y  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) *  Thus i t  can 

be c o n c l u d e d  t h a t  p r o f i t a b i l i t y  was i n f l u e n c e d  by th e  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  o f  t h e  i n d u s t r i e s  

u nd er  s t u d y  and th e  u n f a v o u r a b l e  i n f l u e n c e  t h e r e o f  r e s u l t e d  i n  o v e r  

c a p i t a l i z a t i o n  i n  t h e  c a p i t a l  e x p e n d i t u r e  o r  f i x e d  a s s e t s  i n v o l v i n g  

u n f a v o u r a b l e  ln p u t -> o u t p u t  r a t i o  thus  a d v e r s e l y  a f f e c t e d  t h e  p r o f i t a 

b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s t u d y .  I t  was o b s e r v e d  i n  S e c t i o n  

3 ( a )  o f  C h a p te r  4 .
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( i i )  f i a f l i t a l  n F « ^ c t u r t

T h e r«  I s  a c l o s «  r « l a t l o n  b « t w e «n  t h e  c a p i t a l  s t r u c t u r e  d e c i s i o n  

and t h «  p r o f i t a b i l i t y  o f  t h «  i n d u s t r i e s  t o o *  The c a p i t a l  s t r u c t u r e  

d e c i s i o n  has  g o t  b o t h  f a v o u r a b l e  and u n f a v o u r a b l e  i m p a c t  on t h e  p r o f i 

t a b i l i t y .  The u nw ise  c a p i t a l  s t r u c t u r e  d e c i s i o n  may h a v e  an u n f a v o u 

r a b l e  i m p a c t  on i t *  But i t  was p o i n t e d  o u t  e a r l i e r  i n  c h a p t e r  4 t h a t  

t h e  C a p i t a l  s t r u c t u r e  d e c i s i o n  was n o t  sound a t  a l l  i n  t h e  c a s e  o f  

m ost  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  In  B a n g la d e s h *  B e c a u s e  i n  t d c i n g  

su ch  d e c i s i o n ,  t h e  Governm ent  n e i t h e r  t a k e s  i n t o  a c c o u n t  the  n a t u r e  

and e x a c t  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  n o r  a d o p t s  any d e f i n i t e  o r  

a p p r o p r i a t e  p r i n c i p l e  b a s e d  on a c c o u n t i n g  i n f o r m a t i o n  f o r  t h e  p u r p o s e *  

Rather*  t h e  Government had f i x e d  up 50*5 0  d i s t r i b u t i o n  be tw e e n  d e b t  

c a p i t a l  ana e q u i t y  c a p i t a l  t o  be  p u r s u e d  by th e  n a t i o n a l i s e d  i n d u s 

t r i e s .  As p e r  o p i n i o n  o f  th e  s a m p le s  m e n t i o n e d  e a r l i e r  some r e l a t e d
_   ̂ II

f a c t o r s  such  as c o s t  o f  c a p i t a l *  r i s k s  and r e t u r n s ,  n a t u r e  «n d r e q u i r e *il
ments  o f  t h e  p r o j e c t  o r  c a p i t a l  e x p e n d i t u r e ,  a v a i l a b i l i t y  o f  l o c a l  

and f o r e i g n  e x c h a n g e  f u n d s ,  e t c *  w ere  n o t  p r o p e r l y  tak en  i n t o  c o n s i 

d e r a t i o n  w h i l e  d e c i d i n g  t h e  c a p i t a l  s t r u c t u r e  f o r  the s e l e c t e d  i n d u s 

t r i e s .

E x t e n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  C a p i t a l  
S t r u c t u r e  L ^ ^ s i o n  ( o r  D e b t - E o u i t v  D e t e n n i n a t i o n ) i

The f o l l o w i n g  T a b le  8 * 3  shows t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  d e t e r m i n a t i o n  o f  c a p i t a l  s t r u c t u r e .
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Ttbiff -,.g.t3

R « s p o n s « «  o f  Samples r e g a r d i n g  t h e  E x t e n t  o f  Us« o f  
A c c o u n t i n g  X n fo x m a t io n  i n  C a p i t a l  S t r u c t u r e  D«c'l s i o n

E x t e n t  o f  I

i  Levels
L f l i  . y j t .

[se
T

Low T o t a l

1
L e v e l  o f  

S i y n l  f i c a n c e

Co rpo  r a t i o n s  

E n t e r p r i s e s

5 ( 2 5 )  15 ( 7 5  ) 20 ( lO O )  C h i - s q U a r «  -  1 . 7 5

11 ( 4 4 )  14 ( 5 6 )  25 ( lO O )  N o t  S i g n i f i e s  t
a t  . 0 5  l e v e l

Total t 16 ( 3 6 )  64  ( 6 4 )  45  ( lO O )

( F i g u r e s  on b r a c k s t s  a r e  c o l u n n < - p e r c e n t a g e s ) «

From t h e  a b o v e  T a b le  i t  i s  c l e a r  t h a t  64 p e r c e n t  o f  t h e  s « n p l e s  

p e r c e i v e d  low  u s e  w h i l e  36 p e r c e n t  o f  then  p e r c e i v e d  h ig h  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n - i n  d e t e r m i n a t i o n  o f  c a p i t a l  s t r u c t u r e *  Of t h eII [ —
c o r p o r a t i o n s *  s a m p l e s i ~ 7 5  p e r c e n t  p e r c e i v e d  l o «  u s e  w h i l e  25 p e r c e n t  

o f  then  p e r c e i v e d  h ig h  u s e  and o f  t h e  e n t e r p r i s e  h eads*  56 p e r c e n t  

p e r c e i v e d  low u s e  w h i l e  44 p e r c e n t  p e r c e i v e d  h i g h  u s e  o f  a c c o u n t i n g  

I n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d c o i s i o n *  Of t h e  s a m p le s  who p e r c e l *  

v e d  low u s e ,  52 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r y  o f  c o r p o r a t i o n s *  

s a m p le s  and 48 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  e n t e r p r i s e  h e a d s .  

On t h e  other^ hand* o f  t h e  s a m p le s  who p e r c e i v e d  h igh  u s e ,  69  p e r c e n t  

and 31 perc<?nt  b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  h ead s  and 

c o r p o r a t i o % *  sam ples  r e s p e c t i v e l y .  I t  i t  th u s  e v i d e n t  t h a t  t h e  l o w  

d e g r e e  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  

was o b s e r v e d  b o th  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *
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But t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  be tw een  t h e  e x t e n t  

o f  use  and t h e  l e v e l s o f  u s e  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) *  That  I s *  

o p i n i o n  v a r i a t i o n  as  r e g a r d s  th e  e x t e n t  o f  use  o f  a c c o u n t i n g  l n f o r m a ~  

t i o n  i n  c a p i t a l  s t r u c t u r e  d e t e r f f l i n a t i o n  o r  d e c i s i o n  was n o t  d e p e n d e n t  

on t h e  v a r i a t i o n s  i n  th e  l e v e l s  o f  u s e .

The n a t u r e  o f  i m p a c t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  

s t r u c t u r e  d e c i s i o n  on th e  p r o f i t a b i l i t y  was m easured  by show ing  P e a r*  

s o n * s  c o r r e l a t i o n  c o e f f i c i e n t  ( r )  be tw een  the  e x t e n t  o f  u s e  o f  a c c o u n *  

t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  and p r o f i t a b i l i t y .  In  

o r d e r  to  show such i m p a c t f  the  c o r r e l a t i o n  betw een  t h e  e x t e n t  o f  u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  and each  o f  

the  t h r e e  p r o f i t a b i l i t y  i n d e x e s *  v i z * *  ROS* ^OC and ROI * had been 

c a l c u l a t e d  i n  th e  A p p en d ix  No* VXX. The v i t a l  i s s u e  as e v i d e n t  from

the  A p p e n d ix  was t h a t  t h e r e  was p o s i t i v e  l i n e a r  r e l a t i o n s h i p  be tw e e n
i  ^  ■' i -

t h i s , p a r t i  c u l a r  use  o f  a c c o u n t i n g  i n f o r m a t i o n  and two p i ^ f i  t a b i l i ty r  

i n d e x e s  v i z * *  ROS and ROI p o i n t i n g  o u t  t h a t  t h e  use  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  had l i m i t e d  f a v o u r a b l e  

e f f e c t s  on the  r e t u r n  on s a l e s  and r e t u r n  on i n v e s t m e n t *  On t h e  

o t h e r h a n d *  i t  was a l s o  e v i d e n t  t h a t  t h e r e  was n e g a t i v e  r e l a t i o n s h i p  

between t h i s  p a r t i c u l a r  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  and r e t u r n  on 

c a p i t a l  e m p lo y e d  i n d i c a t i n g  t h a t  such u$e had an a d v e r s e  e f f e c t  on 

th e  ROC o f  th e  i n d u s t r i e s  c o n c e r n e d *  M o r e o v e r *  t h e r e  seemed to  be 

no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h i s  p a r t i c u l a r  u se  and p r o f i t a 

b i l i t y  ( n o t  s i g n i f i c a n t  even a t  *20 l e v e l ) *  T h u s . i t  can be s a i d  

t h a t  ROS and ROI were i n f l u e n c e d  w h i l e  ROC was i n d e p e n d e n t  o f  t h e
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u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  s t r u c t u r e  r e s u l t i n g  i n  

e x c e s s i v e  l o n g - t e r m  l o a n s  due t o  su ch  s i t u a t i o n s .  T h is  was o b s e r v e d  

from th e  a n a l y s i s  o f  s e c o n d a r y  d a ta  i n  S e c t i o n  3 ( b )  o f  C h a p t e r  A ,

( i i i )  C a p i t a l  E x p e n d i t u r e  F i n a n c i n g  D e c i s i o n

The c h o i c e  f o r  d e c i s i o n  i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  r e l a t e s  

t o  t h e  r e l a t i v e  p r o p o r t i o n  o f  the e n t e r p r i s e ' s  t o t a l  f i n a n c e  t o  be  

r a i s e d  i n  th e  form o f  e q u i t y  and d e b t «  l o c a l  c u r r e n c y  and f o r e i g n  

c u r r e n c y  and G overnment  and i n s t i t u t i o n a l  f i n a n c e *  F a c t o r s  c o n s i 

d e r e d  f o r  the  p u r p o s e  m ig h t  c o v e r  b o th  a c c o u n t i n g  and n o n - a c c o u n t i n g  

d a t a  l i k e  e c o n o m i c  v i a b i l i t y  and p r o f i t a b i l i t y ,  d e b t - e q u l t y  r a t i o *  

a v a i l a b i l i t y  o f  l i n e d - u p  c r e d i t ,  e f f i c i e n t  management,  t o t a l  n e t  

w o r t h ,  p o t e n t i a l  maricet ,  e t c *  The d e c i s i o n  o f  th e  form o f  f i n a n c i n g  

c a p i t a l  e x p e n d i  ture**^-^'*^*have e f f e c t s  on the  p r o f i t a b i l i t y  o f  t h e  

c o n c e r n s  under  s tudy*
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E x te n t  o f  Use o f  A c c o u n t i n g  i n f o r m a t i o n  i n  
..D f ig U l g Q ,? - , , .

The f o l l o w i n g  T a b le  8 * 4  shows th e  r e s p o n s e s  o f  th e  s a m p le s  

r e g a r d i n g  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  

e x p e n d i t u r e  f i n a n c i n g  d e c i s l o n i

Dhaka University Institutional Repository



296

a « s p o n s « s  o f  the Samples r e g a r d i n g  t h e  E x te n t  o f  
Use o f  A c c o u n t i n g  I n f o r m a t i o n  I n  C a p i t a l  E x p e n d i 

t u r e  F i n a n c i n g  D e c i s i o n

l U v e A
High

T
Low T o t a l  I L e v e l  o f  | 

I S i g n i f i c a n c e  |

C o r p o r a t i o n s  

E n t e r p r i  s e s

6 ( 3 0 )  14 ( 7 0 )  20 ( 1 0 0 )  C h i - s q U a r e
»  4 . 0 1

15 ( 6 0 )  10 ( 4 0 )  25 ( 1 0 0 )  S i g n i f i c a n t  a t
•05 l e v e l

T o t a l  « 21 ( 4 7 )  24 ( 5 3 )  45  ( lO O )

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) >

From the  abov e  T a b le  i t  i s  _ c l e a r  t h a t  53  p e r c ^ t  and 47 p e r c e n t
- : ■ ■ I j * . I , .

o f  t h e  s a n p l e s  p e r c e i v e d  low u s e  and h i g h  u se  o f  a c c o u n t i n g  i n f o r o a -  

t i o n  i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  r e s p e c t i v e l y *  Of t h e  

sam ples  a t  c o r p o r a t i o n  l e v e l ,  70 p e r c e n t  and 30 p e r c e n t  v i e w e d  low 

u s e  and h ig h  u se  o f  a c c o u n t i n g  in f o T f f la t i o n  r e s p e c t i v e l y • Un th e  

o t h e r  handt o f  t h e  e n t e r p r i s e  heads*  40 p e r c e n t  and 60 p e r c e n t  o p i n e d  

low u s e  and h ig h  use  o f  a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y .  Then,  

o f  th e  s a m p le s  who o p i n e d  low usft* 58 p e r c e n t  and 42  p e r c e n t  b e l o n g e d  

t o  the  c a t e g o r i e s  o f  c o r p o r a t i o n s *  s a m p le s  and e n t e r p r i s e  h e a d s  r e s 

p e c t i v e l y ,  on t h e  o t h e r  hand* o f  t h e  s a m p le s  who o p i n e d  h ig h  u s e ,

71 p e r c e n t  and 29 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  

heads  and c o r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y .  I t  i s  e v i d e n t  t h a t  

th e  low  d e g r e e  o f  such  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  was o b s e r v e d  « t  

t h e  c o r p o r a t i o n s  l e v e l  w h i l e  h ig h  u s e  a t  the  e n t e r p r i s e  l e v e l .
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Thus* t h e r *  Mas a s i g n i f i c a n t  r e l a t i o n s h i p  b « t w « « n  t h «  e x t o n t  o f  

use  and t h «  l e v e l s  o f  u s e  ( s i g n i f i c a n t  a t  *05 l e v e l ) .  That i s »  o p i 

n i o n  v a r i a t i o n  as  r e g a r d s  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r n a t l o n  

i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  was n o t  i n d e p e n d e n t  o f  t h e  

v a r i a t i o n s  i n  t h e  l e v e l s  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n .  T h is  i s  

b e c a u s e  o f  h ig h  i m p o r t a n c e  b e i n g  g i v e n  t o  the  c a p i t a l  e x p e n d i t u r e  

f i n a n c i n g  a t  c o r p o r a t i o n  l e v e l  o n l y .

The i m p a c t  o f  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a ^ s i ta l  e x p e n 

d i t u r e  f i n a n c i n g  d e c i s i o n  on t h e  p r o f i t a b i l i t y  o f  th e  n a t i o n a l i s e d  

i n d u s t r i e s  can be m easu red  by com pu tin g  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i *  

d e n t  ( r )  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  land p r o f i t a b i l i t y *  In  o r d e r
I ; f ■ “ 1' i 1 _
t o  show t h e  n a t u r e  o f  s u c h  im p a c t *  t h e  c o r r e l a t i o n  b e tw e e n  t h e  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  in  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  

d e c i s i o n  and e a c h  o f  th e  t h r e e  p r o f i t a b i l i t y  i n d e x e s t  v i z . ,  ROS» ROC 

and ROX, had been c a l c u l a t e d  i n  th e  Ap p end ix  No* VXI»  I t  i s  e v i d e n t  

from t h e  same a p p e n d i x  t h a t  t h e  c o r r e l a t i o n  c o e f f i c i e n t s  showed p o s i *  

t i v e  l i n e a r  r e l a t i o n s h i p  betw een  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

on the  same p u r p o s e  and e a c h  o f  th e  p r o f i t a b i l i t y  i n d e x e s  s i g n i f y i n g  

t h a t  th e  u se  o f  a c c o u n t i n g  i n f o m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  f i n a n 

c i n g  d e c i s i o n  had f a v o u r a b l e  Im p a c t  on the  p r o f i t a b i l i t y  o f  t h e  s e l e c 

t e d  i n d u s t r i e s *  U o r e o v e t f  t h e r e  seemed t o  be  no s i g n i f i c a n t  r e l a t i o n 

s h i p  betw een  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  th e  same p u r p o s e  

and p r o f i t a b i l i t y  ( n o t  s i g n i f i c a n t  a t  «0 5  l e v e l ) .  Thus* i t  can be  

c o n c l u d e d  t h a t  t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  c o n c e r n e d  was n o t
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s i g n i f i c a n t l y  i n f l u e n c e d  by the  u s e  o f  a c c o u n t i n g  i n f o r a a t t o n  i n  

c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  r e s u l t i n g  i n  e x c e s s l v *  i n s t i 

t u t i o n a l  f i n a n c i n g  f o r  t h e  p u r p o s e *  The same s i t u a t i o n  was o b s e r v e d

i n  S e c t i o n  3 ( c )  o f  C h a p t e r  4 .

( i v )  C a a i t a l  e x p e n d i t u r e  C o n t r o i

In  o r d e r  t o  a t t a i n  t h e  t a r g e t  w i t h i n  t h e  t im e  and r e s o u r c e  e o n s *  

t r a i n t s  as  w e l l  as t o  faring t o  l i g h t  any v a r i a t i o n  f r o a  t h e  a c t u a l i  

c a p i t a l  e x p e n d i t u r e  r e q u i r e s  t o  be  s t r i c t l y  c o n t r o l l e d  by a d o p t i n g  

some c o n t r o l  ff leasures* The e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  b u d g e t a r y  

and o t h e r  c o n t r o l  m e a s u r e s  b a s e d  on p a s t  a c c o u n t i n g  and n o n - a c c o u n t i n g

d a t a  m ig h t  a f f e c t  th e  v e r y  p r o f i t a b i l i t y  o f  t h e  I n d u s t r i e s  u n d e r  s tudy .

E x t e n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n

The f o l l o w i n g  T a b le  8 * 5  shows th e  r e s p o n s e s  o f  t h e  c a m p le s  regar<  

d in g  the  e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  In  c a p i t a l  e x p e n d i 

t u r e  c o n t r o l  1

R e s p o n s e s  o f  the  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use o f  
A c c o u n t i n g  I n f o m a t i o n  i n  C a p i t a l  E x p e n d i t u r e  C o n t r o l

i L e v e l s
High Low

---------------- 1-------------------------------1
T o t a l  i  L e v e l  o f

I S i g n i f i c a P c e

C o r p o r a t i o n s

E n t e r p r i s e s

5 ( 2 5 )  15 ( 7 5 )  20 ( lO O )  Chi-sc|Uaret  2 * 1 3

12 ( 4 8 )  13 ( 5 2 )  25  ( lO O )  Mot s i g n i f i c a n t
a t  *05 l e v e l .

T o t a l  I 17 ( 3 8 )  28 ( 6 2 )  45  ( lO O )

( F i g u r e s  i n  b r a c k e t s  are  c o l u m n - p e r c e n t a g e s ) •
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From th e  abov *  T a b le  i t  I s  c l e a r  t h a t  62 p e r c e n t  o f  ' ^ e  «a>aples  

v i e w e d  low  u s e  w h i l e  38 p e r c e n t  o f  them p e r c e i v e d  h i g h  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l *  Of t h e  s a m p le s  a t  

c o r p o r a t i o n  l e v e l *  7 5  p e r c e n t  and 25 p e r c e n t  p e r c e i v e d  low  u s e  and 

h ig h  u s e  r e s p e c t i v e l y .  On t h e  o t h e r  hand» o f  t h e  e n t e r p r i s e  he ads*

52 p e r c e n t  and 48 p e r c e n t  v i e w e d  low  u s e  and h ig h  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  f o r  t h e  p u r p o s e  r e s p e c t i v e l y *  Then,  o f  t h e  s a m p l e s  who 

p e r c e i v e d  low use*  54 p e r c e n t  b e l o n g e d  to  t h e  c a t e g o r y  o f  c o r p o r a t i o n s *  

s a m p le s  w h i l e  46  p e r c e n t  o f  them b e l o n g e d  t o  the  c a t e g o r y  o f  e n t e r *  

p r i s e  h ead s*  On t h e  o t h e r  hand» o f  the  s a m p le s  who p e r c e i v e d  h ig h  

u s e ,  71 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  e n t e r p r i s e  h ead s  and 29 

p e r c e n t  b e l o n g e d  to  t h e  c a t e g o r y  o f  c o r p o r a t i o n s *  s a m p le s *

So i t  i s  e v i d e n t  t h a t  t h e r e  was low d e g r e e  o f  u se  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l  a t  c o r p o r a t i o n  l e v e l
II

f o l l o w e d  by t h e  e n t e r p r i s e  l e v e l .  B u t ,  t h e r e  seemed t o  be  no  s i g n i f i 

c a n t  r e l  a t i  on s h i p  b e ^ e e n  the  e x t e n t  o f  u s e  and t h e  l e v e l s  o f  u se  ( n o t  

s i g n i f i  c a n t j  a t  * 0 5 ) ,  That i s ,  o p i n i o n  v a r i a t i o n  a s  r e g a r d s  th e  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l  was 

i n d e p e n d e n t  o f  the v a r i a t i o n s  i n  t h e  l e v e l s  o f  u s e .

I n o a c t  o f  Uset

The n a t u r e  o f  i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  

e x p e n d i t u r e  c o n t r o l  on t h e  p r o f i t a b i l i t y  o f  the n a t i o n a l i s e d  i n d u s 

t r i e s  can be  m easured  t h r o u g h  P ea rson *  s c o r r e l a t i o n  c o e f f i c i e n t  ( r )  

between t h e  e x t e n t  o f  such  u s e  and p r o f i t a b i l i t y  i n d e x e s *  In  o r d e r  

t o  show su ch  i m p a c t ,  the  c o r r e l a t i o n  be tw e e n  t h e  e x t e n t  o f  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l  and e a c h  o f
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t h e  t h r e e  p r o f i t a b i l i t y  i n d a x e s t  v i z . ,  ROS, ROC and ROZ, had been 

c a l c u l a t e d  and shown i n  App end ix  No.  V I I .  The i m p o r t a n t  i s s u e  as 

e v i d e n t  from t h e  same A ppend ix  was t h a t  t h e r e  was p o s i t i v e  l i n e a r  

r e l a t i o n s h i p  betw een  th e  same c o r r e l a t i o n  c o e f f i c i e n t s  thus 

i n d i c a t i n g  t h a t  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  had f a v o u r a b l e  

e f f e c t s  on ROS, ROC and ROI. Howeverf  t h e r e  was no s i g n i f i c a n t  

r e l a t i o n s h i p  betw een  t h e  u s e  o f  a c c o u n t i n g  i n f o x m a t i o n  f o r  the  s a n e  

p u r p o s e  and t h e  p r o f i t a b i l i t y  ( n o t  s i g n i f i c a n t  a t  .OS l e v e l ) .  But 

c o r r e l a t i o n  c o e f f i c i e n t s  betw een  t h e  e x t e n t  o f  u s *  o f  a c c o u n t i n g  

i n f o r m a t i o n  In  c a p i t a l  e x p e n d i t u r e  c o n t r o l  and r o t u m  on s a l e s *  and 

betw een  t h e  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  f o r  such  p u r p o s e  and 

r e t u r n  on c a p i t a l  e m p loyed *  w ere  found  t o  be s i g n i f i c a n t  a t  . 1 0  

l e v e l .  T h u s ^ l t  can be  d e d u c e d  t h a t  t h e  u s e  o f  a c c o u n t i n g  I n f o r n a -  

t l o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l  had an i n f l u e n c e  on t h e  p r o f i 

t a b i l i t y .  But la c k  o f  p r o p e r  u se  o f  b u d g e t a r y  and t r e a s u r y  c o n t r o l
" II ' - j ' , ■
t e c h n i q u e s  a f f e c t e d  a d v e r s e l y  t h e  p r o f i t a b i l i t y  o f  th e  i n d u s t r i e s

u n d e r  s t u d y .  The same p o s i t i o n  had been  n o t e d  In  S e c t i o n  3 ( d )  o f

C h a p t e r  4 .

ff̂  Vif*

In o r d e r  t o  show t h e  n a t u r e  o f  i m p a c t  o f  the u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  as  a w h o l e  

on t h e  p r o f i t a b i l i t y  o f  the  n a t i o n a l i s e d  i n d u s t r i e s ,  P e a r s o n ' s  

c o r r e l a t i o n  c o e f f i c i e n t s  ( r )  be tw een  t h e  e x t e n t  o f  u se  o f  a c c o u n *  

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l  

( c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s *  c a p i t a l  s t r u c t u r e *  c a p i t a l  e x p e n 

d i t u r e  f i n a n c i n g  and c a p i t a l  e x p e n d i t u r e  c o n t r o l )  and each  o f  th e

t h r e e  p r o f i t a b i l i t y  i n d e x e s  had been c a l c u l a t e d  i n  t h e  Appendix  No.  

V I I .
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3C1

I t  i s  e v i d e n t  front t h e  same A p p e n d ix  t h a t  the  c o r r e l a t i o n

c o e f f i c i e n t s  be tw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n
taken

a l l  f o u r  a r e a s  o f  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and e o n t r o l / c o m b i n e d  

t o g e t h e r  and e a c h  o f  th e  t h r e e  p r o f i t a b i l i t y  i n d e x e s ,  v i z * *  ROS, ROC 

and ROI, showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p  b u t  t h e s e  v.ere n o t  

s i g n i f i c a n t  a t  . 0 5  l e v e l .  But t h e  c o r r e l a t i o n  c o e f f i c i e n t s  b e tw e e n  

the  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  

and c o n t r o l  and r e t u r n  on s a l e s ,  and between  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  f o r  th e  same p u r p o s e  and r e t u r n  on i n v e s t m e n t  w e re  s i g n l *  

f i c a n t  a t  *10 l e v e l *  The a b o v e  p o s i t i o n  i n d i c a t e s  t h a t  fiOS, ROC and 

ROI were  p o s i t i v e l y  r e l a t e d  w i t h  the  u s e  o f  a c c o u n t i n g  i n f o x n a t i o n  

i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l *  t h u s ^ i t  can be  c o n »  

e l u d e d  t h a t  o v e r c a p i t a l i s a t i o n ,  e x c e s s i v e  l o n g - t e r m  l o a n s ,  e x c e s s i v e  

i n s t i t u t i o n a l  f i n a n c e  and a b s e n c e  o f  p r o p e r  b u d g e t a r y  and t r e a s u r y  

c o n t r o l  m ethods  a f f e c t e d  th e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  

r e v i e w .
" 'I ' , , ' - 1

8 . 2 ( b )  Working C a p i t a l  D e c i s i o n s  and C o n t r o l

There  a r e  s i x  v a r i a b l e s  r e l a t e d  w i t h  w o r k i n g  c a p i t a l  d e c i s i o n s  

and c o n t r o l  v i z . ,  w o r k in g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n ,  i n v e n t o r y  

d e c i s i o n ,  a c c o u n t s  r e c e i v a b l e  d e c i s i o n ,  c a s h  d e c i s i o n ,  w o r k i n g  c a p i t a l  

f i n a n c i n g  d e c i s i o n  and w o rk in g  c a p i t a l  c o n t r o l *  These  were  d i s c u s s e d  

i n  d e t a i l  i n  C h a p t e r - 5 *  The e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  

i n  t h e s e  a r e a s  and th e  i n p a c t  o f  su ch  u s e  on t h e  p r o f i t a b i l i t y  had 

been exam in ed  i n  t h i s  s e c t i o n *

Dhaka University Institutional Repository



( i )  S x t q n t  o f  Usei

S ix  q u e s t i o n s  (N o .  15 t o  20 o f  A p p en d ix  VIXX In  P « r t * C )  w ere  u s e d  

t o  m easure  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o n a a t i o n  i n  w o r k in g  

c a p i t a l  d e c i s i o n s  and c o n t r o l *  The u s e  o f  f i v e  p o i n t  L i k e r t  s c a l e s

e n a b l e d  t h e  s c o r e s  on t h e  r e s p o n s e s  o f  the s a m p l e s  to  b e  sumraed up*

The summation i n d i c a t e d  t h e  e x t e n t  o f  s u c h  u s e  o f  a c c o u n t i n g  i n f o r i a a *  

t i o n  and was shown i n  t h e  T a b l e « 8 « 6  t o  8*11  p r e p a r e d  as p e r  q u e s t i o n s

15* 16* 17, 13i 19 af'd 20 i n  P a r t - C  o f  the  same A p p e n d ix  r e s p e c t i v e l y .

I t  was o b s e r v e d  t h a t  t h e r e  was h i g h  d e g r e e  o f  use  o f  a c c o u n t i n g  

i n f o r r a a t i o n  i n  w o rk in g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n ,  i n v e n t o r y  d e c i 

s i o n  and w ork ing  c a p i t a l  f i n a n c i n g  d e c i s i o n  w h i l e  t h e r e  was lo w  

d e g r e e  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i 

s i o n  b o t h  a t  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l s .  X n  t h e  o t h e r  hand ,  

t h e r e  were h ig h  and low  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a s h  d e c i s i o n  

and w ork ing  c a p i t a l  c o n t r o l  a t  e n t e r p r i s e  l e v e l  and c o r p o r a t i o n  l e v e l
~  "  I  ̂ " I i

r e s p e c t i v e l y .  _   ̂ ’

( i i )  Im p a c t  o f  U s e i

The i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k in g  c a p i t a l  

d e c i s i o n s  and c o n t r o l  on  th e  p r o f i t a b i l i t y  o f  the  s e l e c t e d  i n d u s t r i e s  

had been m easured  by the  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s ( r )  

between t h e  e x t ^ t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  « i x  Va3̂ 1 a b l e s  

o f  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  i d e n t i f i e d  e a r l i e r  and e a c h  

o f  t h e  t h r e e  p r o f i t a b i l i t y  i n d e x e s ,  v i z * »  ROS, ROC and ROI and t h e  

c o r r e l a t i o n  c o e f f i c i e n t s  had been  shown i n  t h e  A p p en d ix  No* V I I .
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I f  o v e r a l l  p o s i t i o n  I s  c o n s l d « r e d t  1 1 isc  f v l  d « n t  f rom  tho  A p p en d ix  

t h a t  th o  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s tudy  was p o s i t i v e l y  

c o r r e l a t e d  w i t h  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  wot^ l  n9 c a p i t a l  

r e q u i r e m e n t s  and c a s h  d e c i s i o n s  s i n c e  a l l  t h e  c o r r e l a t i o n  c o e f f i c i e n t s  

i n  t h e s e  a r e a s  showed p o s i t i v e  r e l a t i o n s h i p .  F u r t h e r t  t h e  p r o f i t a b i 

l i t y  o f  t h e  I n d u s t r i e s  «>as n o t  r e l a t e d  t o  th e  u se  o f  a c c o u n t i n g  i n f o r 

m a t io n  i n  w ork ing  c a p i t a l  f i n a n c i n g  d e c i s i o n  s i n c e  a l l  the  c o r r e l a 

t i o n  c o e f f i c i e n t s  i n  t h i s  a r e a  showed n e g a t i v e  r e l a t i o n s h i p  and none  

o f  then  was s i g n i f i c a n t  even a t  *10 l e v e l .  T h is  I s  b e c a u s e  o f  t h e  

f a c t  t h a t  the  f a c t o r s  c o n s i d e r e d  f o r  t h e  same p u r p o s e  * e r e  more 

r e l a t e d  t o  n o n - a c c o u n t i n g  a s p e c t s  than a c c o u n t i n g  a s p e c t s *  I t  was 

a l s o  o b s e r v e d  from t h e  Appendix  t h a t  r e t u r n  on c a p i t a l  e m p lo y e d  was 

n o t  r e l a t e d  t o  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  I n v e O t o r y  d e c i 

s i o n s *  w ork ing  c a p i t a l  f i n a n c i n g  and c o n t r o l  a r e a s  s i n c e  th e  c o r r e 

l a t i o n  c o e f f i c i e n t s  showed n e g a t i v e  p o s i t l e n  In  t h e s e  c a s e s  and n o n e  

o f  theffl Was s i g n i f i c a n t  even a t  «10  l e v e l .  F i n a l l y ,  r e t u r n  on s a l e  

and r e t u r n  on i n v e s t m e n t  w ere  n o t  r e l a t e d  t o  the  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  a c c o u n t s  r e c e v a b l e s  and w o r k in g  c a p i t a l  f i n a n c i n g  

d e c i s i o n s  s i n c e  th e y  showed n e g a t i v e  p o s i t i o n  ( n o t  s i g n l f l c a r t  even  

a t  . 1 0  l e v e l ) .

The i m p a c t  o f  u s e  o f  a c c o u n t i n g  I n f o r r a a t l o n  i n  each  o f  the a b o v e  

s i x  v a r i a b l e s  o f  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  on  t h e  p r o f i 

t a b i l i t y  o f  the  i n d u s t r i e s  had been s e p a r a t e l y  d i s c u s s e d  i n  t h e  

p r e s e n t  s e c t i o n .
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( v )  ]6̂ ri^A.iia. CaaJL.tal..,,f^«raitUg*"1 9 p , ^ g 4 Q . n . .

K o r k in g  c a p i t a l  I s  t h «  l i f e - b l o o d  o f  any i n d u s t r i a l  o r  com m erc ia l  

e n t e r p r i s e .  I t s  p r o p e r  d e c i s i o n s  and c o n t r o l  g r e a t l y  i n f l u e n c e  and 

a f f e c t  t h e  p r o f i t a b i l i t y  o f  an e n t e r p r i s e .  P r o p e r  d e c i s i o n s  and 

c o n t r o l  t h e r e o f  a re  i n e v i t a b l e  f o r  m a i n t a i n i n g  t h e  s o l v e n c y  and 

l i q u i d i t y  o f  the  e n t e r p r i s e  i n  o r d e r  t o  c o n t i n u e  t h e  b u s i n e s s  o p e r a 

t i o n s  s m o o t h l y .  K h i l e  d i s c u s s i n g  t h e  w o r k in g  c a p i t a l  d e c i s i o n s  and 

c o n t r o l  v i s - a - v i s  t h e  management u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  t h e r e i n  

i n  C h a p t e r - 5 «  i t  was p o i n t e d  o u t  t h a t  a c u t e  s h o r t a g e  o f  n e t  w o rk in g  

c a p i t a l *  r e g u l a r  and heavy  r e l i a n c e  on bank l o a n  f o r  f i n a n c i n g  th e  

w o rk in g  c a p i t a l  and i n a d e q u a t e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  

w o rk in g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n  w ere  the  common p r o b l e m s  w i t h  

a l m o s t  a l l  the  e n t e r p r i s e s  u n d e r  th e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .
u

Such common p r o b l e m s  and f e a t u r e s  i n  t u m »  hampered t h e  p r o d u c t i v e  

o p e r a t i o n s  thus  u l t i m a t e l y  a f f e c t i n g *  t o  a g r e a t  e x t e n t *  the p r o f i t a 

b i l i t y  o f  the  e n t e r p r i s e s .  I n ' p a r t i c u l a r *  t h e  g r e a t  amount o f  

i n t e r e s t  p a y a b l e  f o r  t h e  bank l o a n  i n  the  foxm o f  c a s h  c r e d i t  and 

bank o v e r d r a f t  taken  f o r  m e e t i n g  and f i n a n c i n g  the  w o r k i n g  c a p i t a l  

r e q u i r e m e n t s  had been a r e g u l a r  drag  on t h e  p r o f i t a b i l i t y  o f  t h e  

i n d u s t r i e s .

E x te n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  
M r k l n q  C a p i t a l  ^eQUi_ggP>ents D ecis^ton!

The f o l l o w i n g  T a b le  8 . 6  shows the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f c r m a t i o n  i n  d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e m e n t s  o r  e s t i m a t e s *
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R e s p o n s e *  o f  t h «  Sai&ples r e g a r d i n g  t h «  E x t e n t  o f  
Use o f  A c c o u n t i n g  I n f o r m a t l o n  i n  D e c i d i n g  Working 

C a p i t a l  R e q u ire m e n ts

i L e v e l s
k U i i a .

E x t e n t  o f  1
Use I High Low

T -------------------
I T o t a l  
I
J______

T ------------------------------- r
i L e v e l  o f  I
i s i g n i f i c a n c e  I
J______________I

/  C o r p o r a t i o n s  

E n t e r p r i s e s

15 ( 7 5 )  5 ( 2 5 )  20 ( 1 0 0 )  C h i - s q u a r e  i
0 . 0 4 9

13 ( 7 2 )  7 ( 2 8 )  25 ( lOO)  N ot  s i g n i f i c a n t
a t  *05 l e v e l *

T o t a l  * 33 ( 7 3 )  12 ( 2 7 )  4 5  ( lOO)

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) •

Z t  i s  c l e a r  from  the  above  T a b le  t h a t  7 3  p e r c e n t  o f  the  Samples  

p e r c e i v e d  h i g h  u s e  w h i l e  27 p e r c e n t  o f  then p e r c e i v e d  low u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i s i o n  o f  w o rk in g  c a p i t a l  r e c fu i r e m e n t s «

Of th e  s a n p l e ^  a t  c o r p o r a t i o n  l e v e l *  7 5  p e r c e n t  and 25  p e r c e n t  p e r c e i *  

v e d  h ig h  use  and low u se  o f  a c c o u n t i n g  i n f o x n i a t i o n  f o r  the sa n e  p u r p o s e  

r e s p e c t i v e l y .  On th e  o t h e r  hand* o f  the  e n t e r p r i s e  h e a d s t  7 2  p e r c e n t  

and 28 p e r c e n t  o p i n e d  h ig h  u s e  and low use  o f  a c c o u n t i n g  i n f o i m a t i o n  

r e s p e c t i v e l y .  Then, o f  the  s a n p l e s  who v i e w e d  high  u s e*  55 p e r c e n t  

and 45  p e r c e n t  b e l o n g e d  t o  the  c a t e g o r i e s  o f  e n t e r p r i s e  heads  en d  

c o r p o r a t i o n s '  sam ples  r e s p e c t i v e l y  and o f  the  s a m p le s  who v i e w e d  low 

u s s f  53 p e r c e n t  and 42  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r *  

p r i s e  heads  and c o r p o r a t i o n s *  s a n p l e s  r e s p e c t i v e l y .

As such* i t  I s  e v i d e n t  t h a t  t h e r e  was h ig h  d e g r e e  o f  u s e  o f  

a c c o u n t i n g  i n f o m a t i o n  i n  w ork in g  c a p i t a l  r e q u i r e m e n t s  d e c i s i o n  bo th  

a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .  But t h e r e  was no  s i g n i f i c a n t
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r e l a t i o n s h i p  betw een  t h e  e x t e n t  o f  s u c h  u s e  and t h e  l e v e l s  o f  use  

( n o t  s i g n i f i c a n t  a t  *09 l e v e l ) .  That i s t  o p i n i o n  v a r i a t i o n  a s  r e g a r d s  

th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  r e q u i r e *  

m ents  d e c i s i o n  was n o t  d e p e n d e n t  on the  v a r i a t i o n s  i n  Uie l e v e l s  o f  

u se*

l a o a c t  o f  Uset

In o r d e r  t o  show t h e  n a t u r e  o f  i m p a c t  o f  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e m e n t s  o n  the  p r o f i  t a *  

b i l i t y  o f  th e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s *  t h e  P e a r s o n ' s  c o r r e *  

l a t i o n  c o e f f i c i e n t s  ( r )  between  t h e  e x t e n t  o f  s u c h  u s e  and each  o f  

th e  t h r e e  p r o f i t a b i l i t y  i n d e x e s *  v i z « «  ROS* ROC and ROX had been 

c a l c u l a t e d  and shown i n  A p p e n d ix  N o .  V I I .

I t  i s  e v i d e n t  f rom  t h e  A ppend ix  t h a t  t h e  c o r r e l a t i o n  c o e f f i c i e n t  

between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  «uorking c a p i t a l  

r e c p j i r e m e n ts  d e c i s i o n  and r e t u r n  on s a l e s *  and be tw e e n  : ^ e '  e x t e n t j o f  

such  u s e  and r e t u r n  on i n v e s t m e n t  showed s i g n i f i c a n t  p o s i t i v e  r e l a t i o n *  

s h i p  w h ich  i m p l i e d  t h a t  b o t h  ROS and ROl w e re  h i g h l y  c o r r e l a t e d  w i t h  

th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n .  The u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  d e c i d i n g  w ork ing  c a p i t a l  r e q u i r e m e n t s  had f a v o u r a b l e  i m p a c t s  on 

th e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s t u d y .  On t h e  o t h e r  hand* 

i t  has  a l s o  been o b s e r v e d  from th e  same A p p en d ix  t h a t  t h e  c o r r e l a t i o n  

c c o e ^ ^ i c i e n t  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

d e c i d i n g  w ork ing  c a p i t a l  r e q u i r e m e n t s  and r e t u r n  on c a p i t a l  e m p lo y e d  

showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p *  bu t  t h e r e  was no s i g n i f i c a n t  

r e l a t i o n s h i p  betw een  them ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l ) *  p o i n t i n g  

o u t  t h a t  t h e  r e t u r n  on c a p i t a l  em p lo ye d  though  c o r r e l a t e d *  was n o t
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s i g n i f i c a n t l y  i n f l u e n c e d  by t h e  u s e  o f  a c c o u n t i n g  i n f o x n a t i c m  i n  

d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e t n e n t s *  Thus, i t  can be  c o n c l u d e d  

from t h e  a b o v e  s i t u a t i o n  t h a t  s h o r t a g e  o f  r e q u i r e d  w o rk in g  c a p i t a l  

i n  n o s t  n a t i o n a l i s e d  i n d u s t r i e s  a d v e r s e l y  a f f e c t e d  the  p r o f i t a b i l i t y  

o f  t h e  i n d u s t r i e s  u n d e r  r e v i e w .  The same s i t u a t i o n  was o b s e r v e d  

e a r l i e r  i n  S e c t i o n  2 o f  C h a p t e r  5 .

( v i )  I n v e n t o r y  D e c i s i o n

One o f  t h e  i m p o r t a n t  com pon ents  o f  w ork ing  c a p i t a l  i s  i n v e n t o r y  

w h ich  i n f l u e n c e s  t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  the  e n t e r p r i s e s  and 

t h e  s i z e  o f  t h «  w ork ing  c a p i t a l  o f  t h e  i n d u s t r i e s  to  a g r e a t  e x t e n t *  

As s u c h ,  i t  beco ioes  e s s e n t i a l  t o  d e c i d e  and c o n t r o l  t h i s  c om pon ent  

o f  w o o i n g  c a p i t a l  e f f e c t i v e l y  so  as  to  m a i n t a i n  a p p r o p r i a t e  l i q u i 

d i t y  o f  t h e  e n t e r p r i s e s .  B e c a u s e ,  u n d e r i n v e s t a e n t  o r  o v e r i n v e s t m e n t  

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

p r o f i t a b i l i t y  o f  the  i n d u s t r i e s *  -

I t  has  been s t a t e d  i n  C h a p t e r - 5  t h a t  t h e  d e c i s i o n s  r e g a r d i n g  

woric ing c a p i t a l  s t r u c t u r a l  c o m p o n e n ts  w ere  v e r y  p o o r  i n  t h e  c a s e  o f  

a l l  t h e  e n t e r p r i s e s  u n d e r  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s .  I t  was 

seen  t h a t  t h e r e  was u n d e r i n v e s t m e n t  i n  i n v e n t o r y  i n  t h e s e  e n t e r p r i s e s  

r e s u l t i n g  i n  f r e q u e n t  p r o d u c t i o n  s h u t -d o w n s t  i r r e g u l a r i t i e s  and f a i 

l u r e  t o  d e l i v e r  and s u p p l y  t h e  d e s i r e d  g o o d s  t o  c u s t o m e r s *  Such 

p r o b l e m s  had r e s u l t e d  i n  an i n c r e a s e  o f  p r o d u c t i o n  c o s t  a f f e c t i n g  

t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  t o  a g r e a t  e x t e n t *
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E x f n t  e f  U«B o f  A c c o u n t i n g  I n f o i r o a t l o n  AjL..Jg.Yffftgyy, Pa.q,a3ifia»

Th« f o l l o w i n g  T a b l o  8*7  shoms t h e  r e s p o n s e s  o f  the  s a fo p le s  

r e g a r d i n g  t h e  e x t w t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  

I n v e n t o r y  r e q u i r e m e n t s .

Jablf -  6t,7

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use 
o f  A c c o u n t i n g  I n f o m a t i o n  i n  I n v e n t o r y  D e c i s i o n

----------------- 1--------------------1-----------------------1--------------------------------- 1
High I Low I T o t a l  I L e v e l  o f  I 

i I I s ignificance I
______I_______i________I___________ I

C o r p o r a t i o n s  l b  ( 7 5 )  5 ( 2 5 )  20 ( lO O )  C h i - s q U a r e t  0 . 0 0 6

E n t e r p r i s e s  19 ( 7 6 )  6 ( 2 4 )  25  ( lO O )  N o t  s i g n i f i c a n t
a t  *05 l e v e l

T o t a l  t 34 ( 7 6 )  11 ( 2 4 )  45  ( lOO)

( F i g u r e s  i n ~ b r a c k e t s  are  c o l u m n - p e r c e n t a g e s ) •

I t  i s  e v i d e n t  f r o n  t h e  a b o v e  T a b l e  t h a t  76  p e r c e n t  and 24 p e r  

c e n t  o f  the  s a m p le s  p e r c e i v e d  h igh  u s e  and low u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  r e s p e c t i v e l y  i n  d e c i d i n g  i n v e n t o r y  r e q u i r e m e n t s *  Of t h e  

sam ples  a t  c o r p o r a t i o n  i e v e l f  7 5  p e r c e n t  and 25 p e r c e n t  p e r c e i v e d  

h ig h  u s «  and low u s e  o f  a c c o u n t i n g  i n f o m a t i o n  r e s p e c t i v e l y  and on 

t h e  o t h e r  hand,  o f  t h e  e n t e r p r i s e  h e a d s »  76  p e r c e n t  and  24 p e r c e n t  

p e r c e i v e d  h ig h  u s e  and low  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  the 

p u r p o s e  r e s p e c t i v e l y .  Then,  o f  t h e  s a m p le s  who p e r c e i v e d  h ig h  u s e ,  

56 p e r c e n t  and 44  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  

h ead s  and c o r p o r a t i o n s *  s a m p le s  r s s p e c t l v e l y .  On t h e  o t h e r  hand,  

o f  t h e  s a m p le s  who p e r c e i v e d  low use*  55  p e r c e n t  and 4 5  p e r c e n t
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b e l o n g e d  t o  the c a t e g o r i e s  o f  e n t e r p r i s e  h ead s  and c o r p o r a t i o n s *  

s a m p le s  r e s p e c t i v e l y *  Thus, t h e r e  was h i g h  use  o f  a c c o u n t i n g  I n f o r 

m a t io n  i n  i n v e n t o r y  d e c i s i o n  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  

l e v e l s *  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  b e tw e e n  t h e  

e x t e n t  o f  u s e  and the  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  a t  * 0 5  l e v e l ) *  

That  i s 9 the  o p i n i o n  v a r i a t i o n  as r e g a r d s  the  e x t e n t  o f  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  i n v e n t o r y  d e c i s i o n  was i n d e p e n d e n t  o f  t h e  

V a r i a t i o n s  i n  the  l e v e l s  o f  su ch  use*

In o r d e r  t o  e x h i b i t  t h e  n a t u r e  o f  i n p a c t  o f  u s e  o r  o t h e r w i s e  o f  

a c c o u n t i n g  i n f o r o i a t i o n  I n  i n v e n t o r y  d e c i s i o n  on the  p r o f l t a b l l l  t-/ o f  

t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s f  t h e  P e a r s o n ' s  c o r r e l a t i o n  

c o e f f i c i e n t  ( r )  betw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o x n a t l o n  

I n  i n v e n t o r y  d e c i s i o n s  and e a c h  o f  the  t h r e e  p r o f i t a b i l i t y  i n d e x e t f  

v l 2 *t  ROS, SOC and AOI had been  c a l c u l a t i r d  and shoitn I n  t h e  A p p e n d ix  

No* V I I ,

I t  i s  o b s e r v e d  from  t h e  A p p e n d ix  N o .  V I I  t h a t  t h e  c o r r e l a t i o n  

c o e f f i c i e n t  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o z i n a t i o n  i n  

i n v e n t o r y  d e c i s i o n  and r e t u r n  on s a l e s ,  and betw een  the  e x t e n t  o f  

such  u s e  and r e t u r n  on i n v e s t m e n t  had been p o s i t i v e  ( n o t  s i g n i f i c a n t  

a t  *05  l e v e l )  s i g n i f y i n g  t h a t  r e t u r n  on s a l e s  and r e t u r n  on i n v e s t 

ment w ere  c o r r e l a t e d  w i t h  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  I n  

I n v e n t o r y  d e c i s i o n  and c o n t r o l *  On t h e  o t h e r  hand,  i t  I s  a l s o  e v i >  

d e n t  from the  same App end ix  t h a t  th e  c o r r e l a t i o n  c o e f f i c i e n t s  betw een  

th e  u se  o f  th e  s c c o u n t l n g  i n f o x r a a t l o n  i n  i n v e n t o r y  d e c i s i o n  and t h e  

r e t u r n  on c a p i t a l  e n p l o y e d  showed n e g a t i v e  r e l a t i o n s h i p  w h ich  I m p l i e d
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t h a t  u s e  o f  a c c o u n t i n g  I n f o r n a t i o n  i n  i n v e n t o r y  d e c i s i o n  had unfavou* 

x a b l e  i m p a c t  on t h e  r e t u r n  on c a p i t a l  em p loyed  ( i « e *  p r o f i t a b i l i t y ) *  

Thus* i t  can b e  d e d u c e d  f r o n  t h e  a b o v e  a n a l y s i s  t h a t  t h e r e  had been  

o v e r i n v e s t a e n t s  i n  t h «  i n v w i t o r y  a f f e c t i n g  th e  p r o f i t a b i l i t y  o f  t h e  

s e l e c t e d  i n d u s t r i e s *  I t  was n o t e d  e a r l i e r  i n  S e c t i o n  3 ( a )  ( i i )  o f  

C h a p t e r  5*

( v i i )  A c c o u n t s  R e c e i v a b l e  D e c i s i o n

A n o th e r  i m p o r t a n t  co m po n e n t  o f  w o r k in g  c a p i t a l  i s  a c c o u n t s  

r e c e i v a b l e  w h ich  a l s o  i n f l u e n c e s  t o  a g r e a t  e x t e n t f  t h e  s i z e  and 

r e q u i r e t a e n t s  o f  w o rk in g  c a p i t a l  o f  t h e  i n d u s t r i e s  c o n c e r n e d *  So i t  

i s  i m p e r a t i v e  t o  d e c i d e  and c o n t r o l  t h i s  i m p o r t a n t  co m p o n e n t  o f  

w o o i n g  c a p i t a l  e f f e c t i v e l y  w i t h  t h e  o b j e c t i v e  o f  m a i n t a i n i n g  o p t i -  

BUffl l i q u i d i t y  o f  t h e  n a t i o n a l i s e d  e n t e r p r i s e s *  I t  i s  b e c a u s e  o v e r 

i n v e s t m e n t  o r  u n d e r i n v e s t m e n t  o f  a c c o u n t s  r e c e i v a b l e s  p r o d u c e s  u n f a 

v o u r a b l e  i m p a c t s  on t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  the  i n d u s t r i e s *

I t , w a s  o b s e r v e d  e a r l i e r  t h a t  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  and
! "c o n t r o l  was v e r y  weak r e s u l t i n g  i n  o v e r - i n v e s t m e n t  o f  t h e  same com

p o n e n t  i n  t h e s e  i n d u s t r i e s  c a u s i n g  much f i n a n c i a l  t r o u b l e s *  Howevert  

u n s a t i s f a c t o r y  c o n t r o l  and r e g u l a t i o n  o f  a c c o u n t s  r e c e i v a b l e s  a s  

p o i n t e d  o u t  e a r l i e r  u l t i m a t e l y  l e d  t o  t h e  i n c r e a s e  i n  t h e  o p e r a t i n g  

c o s t s  thus  a f f e c t i n g  t h e  p r o f i t a b i l i t y  o f  t h e  s e l e c t e d  i n d u s t r i e s *

E x t e n t  o f  Uae o f  A c c o u n t i n g  I n f o r m a t i o n  i n
AfiSgypU ReyUYifclt PetifiuaR*

The f o l l o w i n g  T a b le  8 * 8  shows t h e  r e s p o n s e s  o f  t h e  s a m p le s  

r e g a r d i n g  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  a c c o u n t s  

r e c e i v a b l e  d e c i s i o n i
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R t s p o n s a s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  
o f  U«e o f  A c c o u n t i n g  I n f o r m a t i o n  i n  A c c o u n t *  

R e c e i v a b l e  D e c i s i o n

E x te n t  0  ̂ \
I I
I L e v e l s  I

Ml,9______
High Lcm

T -------------------
i  T o t a l
I

j ___________

T------------------------------ 1
i  L e v e l  o f  I 
I s l g n l f l  c ^ c e  |

C o r p o r a t i  one 

E n t e r p r i  s e s

5 ( 2 5 )  15 ( 7 5 )  20 ( lO O )  C h i - s q u a r e t  0 . 0 0 6

6 ( 2 4 )  19 ( 7 6 )  25 ( lO O )  N o t  s i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  » 11 ( 2 4 )  34 ( 7 6 )  45  ( lO O )

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) .

From t h e  a b o v e  T a b l e  i t  i s  c l e a r  t h a t  76  p e r c e n t  o f  t h e  s a m p le s  

o p i n e d  low  u s e  w h i l e  24 p e r c e n t  o f  t h e  o p i n e d  h ig h  u s e  o f  a c c o u n t i n g  

i n f o n o a t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n .  Of t h e  s a n p l e s  a t  c o r 

p o r a t i o n  l e v e l s *  75  p e r c e n t  and 25 p e r c e n t  p e r c e i v e d  low u s e  and h i g h  

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  r e s p e c t i v e l y  and on t h e  o t h e r  hand* o f  

th e  e n t e r p r i s e  h e a d s »  76  p e r c e n t  and 24 p e r c e n t  p e r c e i v e d  lo w  u s e  

and h igh  u s «  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  t h e  same p u r p o s e  r e s p e c 

t i v e l y *  Then, o f  t h e  s a m p le s  who v i e w e d  low  u s e t  56 p e r c e n t  b e l o n g e d  

t o  t h e  c a t e g o r y  o f  e n t e r p r i s e  h e ad s  w h i l e  44  p e r c e n t  b e l o n g e d  t o  t h e  

c a t e g o r y  o f  c o r p o r a t i o n s *  s a m p l e s .  On t h e  o t h e r  handy o f  t h e  s a m p le s  

who v i e w e d  h igh  u s e «  55 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  e n t e r p r i s e  

heads  and 45  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  c o r p o r a t i o n s ’ s a m p le s *

I t  i s  thus  e v i d ^ t  t h a t  t h e r e  had been lo w  d e g r e e  o f  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  b o th  a t  

c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .  But t h e r e  was no s i g n i f i c a n t
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r « l a t l o n s h i p  betw een  t h e  e x t e n t  o f  u se  and the  l e v e l s  o f  u s e  ( n o t  

s i g n i f i c a n t  a t  * 0 5  l e v e l ) *  That i s #  the o p i n i o n  v a r i a t i o n  as  r e g a r d s  

t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e  

d e c i s i o n  was I n d e p e n d e n t  o f  v a r i a t i o n  i n  t h e  l e v e l s  o f  such  use*

In o r d e r  t o  show t h e  i m p a c t  o f  u s e  o r  o t h e r w i s e  o f  a c c o u n t i n g  

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

t h e  e n t e r p r i s e s  u n d e r  s e l e c t e d  n a t i o n a l i s e d  I n d u s t r i e s *  t h e  P e a r s o n ’ s 

c o r r e l a t i o n  c o e f f f c i e n t s  ( r )  be tw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

I n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  and each  o f  t h e  t h r e e  

p r o f i t a b i l i t y  l n d e x e s «  v i z * *  ROS, ROC and Itoi had been c a l c u l a t e d  

and shown i n  t h e  A p p en d ix  No* V I I .

I t  I s  e v i d e n t  from t h e  A p p en d ix  t h a t  t h e  c o r j r « l « t l o n  c o e f f i c i e n t s

between t h e  ext^ent o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t ' s  r e c e l -
' 1

v a b l e  d e c i s i o n  and r e t u r n  on s a l e s ,  and betw een  t h e  e x t e n t  o f  u s e  o f  

a c c o u n t i n g  I n f o n a a t l o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  and r e t u x n  on 

I n v e s t m e n t  w ere  n o t  s i g n i f i c a n t  and showed n e g a t i v e  r e l a t i o n  s i g n i f y 

i n g  t h a t  t h e r e  was o v e r  o r  u n d e r  i n v e s t m e n t  i n  t h e  a c c o u n t s  r e c e i v a b l e  

w hich  I n  t u r n s ,  a f f e c t e d  t h e  p r o f i t a b i l i t y  o f  the  e n t e r p r i s e s  u n d e r  

th e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s *  On t h e  o t h e r  handy the  c o r r e 

l a t i o n  c o e f f i c i e n t  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  and r e t u r n  on c a p i t a l  em p lo ye d  

was a l s o  n o t  s i g n i f i c a n t  bu t  showed p o s i t i v e  r e l a t i o n s h i p  I n d i c a t i n g  

t h a t  t h e  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e  d e c i s i o n  

had f a v o u r a b l e  I m p a c t  on t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  c o n 

c e r n e d *  Thu St I t  can  b e  d e d u c e d  t h a t  t h e  a b o v e  s i t u a t i o n  l e d  t o
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a d o p t i o n  o f  d e f e c t i v e  c r e d i t  and c o l l e c t i o n  p o l i c i e s  which  a f f e c t e d  

a d v e r s e l y  t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s t u d y .  The s « a e  

p o s i t i o n  Was i d e n t i f i e d  a a r l i e r  i n  s e c t i o n  3 ( b )  o f  C h a p t e r

( v i i i )  g f l t h . Det i f t i o a

The e f f i c i e n t  c a s h  d e c i s i o n  w ou ld  s y n c h r o n i z e  t h e  cash  r e c e i p t s  

w i t h  c a s h  o u t l a y  f o r  m e e t i n g  t h e  o p e r a t i n g  r e q u i r e m e n t s *  Such d e c i 

s i o n  i s  m a i n l y  b a s e d  on t h e  n o r n a l  and abnoroial  r e q u i r e m e n t s  o f  t h e  

e n t e r p r i s e s *  Many o t h e r  f a c t o r s  c o v e r i n g  b o t h  a c c o u n t i n g  and non

a c c o u n t i n g  i n f o r m a t i o n  ( a s  p o i n t e d  o u t  e a r l i e r  i n  S e c t i o n  3 o f  

C h ^ t e r  5 )  a r e  c o n s i d e r e d  and e f f e c t i v e n e s s  o f  su ch  d e c i s i o n  n i g h t  

a f f e c t  t h e  v e r y  p r o f i t a b i l i t y  o f  t h e  i n ^ s t r i e s  u n d e r  s tu d y *

I n  Cash P tr t .s lQ a*

The f o l l o w i n g  T a b le  8 * 9  shows t h e  r e s p o n s e s ,  o f  the  s a m p le s
-  “ ' ' h i  '  

r e g a r d i n g  t h e  d e g r e e  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  ca s h

d e c i  s i  on *

TafrU...r-at.2

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  £ x t e n t  o f  
Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  Cash D e c i s i o n

E x te n t
I ^ ' " - - 4 [ s e  
[ L e v e l s  
io f  Use

o f  i
1 High

' { ...........
i  Low
1
i

i ........................
i  T o t a l
I
1

I --------------------  1
i L e v e l  o f  1 
1 s i g n i f i c a n c e  1

C o r p o r a t i o n s 7 ( 3 5 ) 13 ( 6 5 ) 20 ( 1 0 0 ) C h i - s q u a r « t  4*87

E n t e r p r i s e s 17 ( 6 8 ) 8 ( 3 2 ) 25 ( 1 0 0 ) S i g n i f i c a n t  a t
•05 l e v e l

T o t a l  • 24 ( 5 3 ) 21 ( 4 7 ) 45  ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u f f ln - p e r c e n t a g e s )<
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I t  i s  c l « a r  f rom  t h e  T a b l «  t h a t  53 p e r c e n t  and 47 p e r c e n t  o f  

t h e  s a m p le s  v i e w e d  h ig h  u s e  and low u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

c a s h  d e c i s i o n  r e s p e c t i v e l y .  Of t h e  ^g^ffiples a t  c o r p o r a t i o n  l e v e i »

65  p e r c e n t  and 35 p e r c e n t  v i e w e d  lovt> u s e  and high  u s e  o f  a c c o u n t i n g  

I n f o r m a t i o n  r e s p e c t i v e l y  and on t h e  o t h e r  hand* o f  t h e  e n t e r p r i s e  

heads*  68 p e r c e n t  and 32 p e r c e n t  o p i n e d  h igh  u s e  and lo w  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  f o r  t h e  p u r p o s e  r e s p e c t i v e l y *  Then,  o f  t h e  

sam ples  who v i e w e d  h igh  use* 71 p e r c e n t  and 29 p e r c e n t  b e l o n g e d  t o  

t h e  c a t e g o r i e s  o f  e n t e r p r i s e  heads  and c o r p o r a t i o n s *  s a m p le s  r e s p « e *  

t l v e l y .  On t h e  o t h e r  hand,  o f  t h e  samples who p e r c e i v e d  l o «  use*

62  p e r c e n t  and 38 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  c o r p o r a t i o n s *  

s a m p le s  and w t e r p r l s e  h ead s  r e s p e c t i v e l y *

I t  i s  thus  e v i d e n t  t h a t  t h e r e  w e re  bo th  h ig h  and l o w  u s e  o f  

" a c c o u n t i n g  i n f o r m a t i o n  i n  c a s h  d e c i s i o n  a t  t h e  e n t e i ^ r i s e  l e v e l  and 

t h e  c o r p o r a t i o n  l e v e l  r e s p e c t i v e l y .  As s u c h ,  t h e r e  was s i g n i f i c a n t  

r e l a t i o n s h i p  be tw een  t h e  e x t e n t  o f  u s e  and t h e  l e v e l s  o f  use,  ( s i g  |i* 

f i c a n t  a t  *05 l e v e l ) .  That i s ,  th e  o p i n i o n  v a r l a t i o i ^ a s  r e g a r d s  t h e  

e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a s h  d e c i s i o n  was n o t  

I n d e p e n d e n t  o f  t h e  v a r i a t i o n s  a t  t h e  l e v e l s  o f  such  u s e *  V a r i a t i o n  

i n  u se  may be due t o  low i m p o r t a n c e  a t t a c h e d  t o  c a s h  d e c i s i o n  a t  

c o r p o r a t i o n  l e v e l *

Mifl»

In o r d e r  t o  e x h i b i t  the  n a t u r e  o f  t h e  i m p a c t  o f  t h e  u s e  o f

a c c o u n t i n g  i n f o r m a t i o n  i n  c a s h  d e c i s i o n  on t h e  p r o f i t a b i l i t y  o f  t h e

s e l e c t e d  I n d u s t r i e s ,  t h e  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s  ( r )

betw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o x m a t i o n  i n  c a s h  d e c i s i o n  

and each  o f  the t h r e e  p r o f i t a b i l i t y  i n d e x e s t  v l z * y  R05,  ROC and ROI 

had been c a l c u l a t e d  and p r e s e n t e d  I n  th e  Appendix  No* V I I *
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Th« m a jo x  i s s u e  as  e v i d e n t  from t h e  App end ix  m« s t h a t  t h e  e o r r e e -  

l a t i o n  c o e f f i c i e n t s  be tw e e n  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o i t a a -  

t i o n  i n  cash  d e c i s i o n  and e a c h  o f  t h e  t h r e e  p r o f i t a b i l i t y  I n d e x e s  

v i c * »  ROS, ROC and ROl showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p s  w hich  

i m p l i e d  t h a t  ROS, ROC and ROX, w e re  p o s i t i v e l y  c o r r e l a t e d  w i t h  the  

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a s h  d e c i s i o n .  However*  t h e r e  was 

no s i g n i f i c a n t  r e l a t i o n s h i p  be tw een  t h e  u s e  o f  a c c o u n t i n g  i n f o x m a -  

t i o n  f o r  t h e  s a i d  p u r p o s e  and t h e  o v e r a l l  p r o f i t a b i l i t y  ( n o t  s i g n i f i 

c a n t  a t  *05  l e v e l ) .  Thust i t  can be  c o n c l u d e d  t h a t  t h e  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  cash  d e c i s i o n  had f a v o u r a b l e  e f f e c t s  on 

t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s .  But s h o r t a g e  o f  a d e q u a t e  

amount o f  c a s h  r e q u i r e d  f o r  r u n n in g  t h e  b u s i n e s s  o p e r a t i o n s  a d v e r s e l y  

a f f e c t e d  t h e  p r o f i t a b i l i t y  o f  t h e  I n d u s t r i e s  u n d e r  s t u d y .  The seme 

s i t u a t i o n  was o b s e r v e d  e a r l i e r  i n  S e c t i o n  3 ( c )  o f  C h a p t e r  5 .

( i x )  wgrKlng .C a p i ta ^  . P ^ s i t l g f f

D e c i s i o n  t o  p r o c u r e  a d e q u a t e  and n e c e s s a r y  f i n a n c e  t o  m e e t  

w o rk in g  c a p i t a l  ; e q J i r e m e n t s  i s  a l s o  b a s e d  on c o n s i d e r a t i o n  o f  

many a c c o u n t i n g  and n o n * a c c o u n t i n g  f a c t o r s ,  t h e  v a r i o u s  s o u r c e s  

o f  f i n a n c e  and e f f e c t i v e n e s s  o r  o t h e r w i s e  o f  s u c h  d e c i s i o n  n i g h t  

a f f e c t  t h e  p r o f i t a b i l i t y  o f  t h e  e n t e r p r i s e s .

E x t e n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n
m a r , K i n g . P f m . .

The f o l l o w i n g  T a b l e  8 . 1 0  shows t h e  r e s p o n s e s  o f  t h e  s a m p l e t  

w i t h  r e s p e c t  t o  the  d e g r e e  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  In  

w o rk in g  c a p i t a l  f i n a n c i n g  d e d s l o n t
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R « s p o n t » «  o f  the  Samples  aregardlng t h e  E x t e n t  o f  
U«e o f  A c c o u n t i n g  I n f o r m a t i o n  i n  W ork ing  C a p i t a l  

F i n ^ c i n g  D e c i s i o n

Low
"I

T o t a l
------------------------------ r

I L e v e l  of  I 
I s ignlfi  canc« |

C o r p o r a t i o n s

E n t e r p r i s e s

15 ( 7 5 )  5 ( 2 5 )  20 ( lO O )  C h i - s q u a r e *
0.266

17 ( 6 8 )  8 ( 3 2 )  25  ( lO O )  N ot  s i g n i f i c a n t
a t  *05  l e v e l

T o t a l  I 32 ( 7 1 )  13 ( 2 9 )  45  ( lO O )

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t  a g e s ) .

Xt i s  e v i d e n t  f ro m  ths  a b o v e  T a b le  t h a t  71 p e r c e n t  and 29 p e r  

c e n t  o f  t h e  sa m p le s  p e r c e i v e d  h ig h  u s e  and low  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n  r e s p e c t i v e l y *  Of 

t h e  s a m p le s  a t  c o r p o r a t i o n  l e v e l ,  7 5  p e r c e n t  and 25  p e r c e n t  p e r c e i v e d  

h ig h  u s e  and low  u se  r e s p e c t i v e l y  and on t h e  o t h e r  h a n d ,  o f  t h e  enter^  

p r i s e  h e a d s ,  68 p e r c e n t  and 32 p e r c e n t  p e r c e i v e d  h i g h  u s e  and low 

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  such  d e c i s i o n  r e s p e c t i v e l y *  Then,  

o f  t h e  s a m p le s  a l s o  p e r c e i v e d  h ig h  u s e , 35 p e r c e n t  and 47 p e r c e n t  

b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  h e a d s  and c o r p o r a t i o n s *  

sam ples*  On t h e  o t h e r  hand,  o f  t h e  s a m p le s  who p e r c e i v e d  l o w  u s e ,

62  p e r c e n t  and 38 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  

heads  and c o r p o r a t i o n s *  sam ples  r e s p e c t i v e l y .

Thus,  i t  i s  c l e a r  t h a t  t h e r e  had been h i g h  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n  b o t h  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s *  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n 
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sh ip  b e t w » « n  t h e  e x t e n t  o f  use  and the  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  

a t  *05 l e v e l ) *  That i s ,  o p i n i o n  v a r i a t i o n s  as  r e g a r d s  t h e  e x t e n t  o f  

u s e  o f  a c c o u n t i n g  I n f o r r a a t l s n  I n  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n  

v a s  i n d e p e n d e n t  o f  the  v a r i a t i o n s  In  t h e  l e v e l s  o f  su ch  u s e *

Im p act  ftf  Usei

The n a t u r e  o f  i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  In  t rork lng  

c a p i t a l  f i n a n c i n g  d e c i s i o n  on t h e  p r o f i t a b i l i t y  o f  the  n a t i o n a l i s e d  

i n d u s t r i e s  can be m easured  by t h e  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s  

( r )  w h ich  p i n p o i n t  t h e  r e l a t i o n  between t h e  e x t e n t  o f  su ch  u s e  and 

p r o f i t a b i l i t y  I n d e x e s *  In  o r d e r  t o  show such i n p a c t «  the  c o r r e l a t i o n  

c o e f f i c i e n t s  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n  and each  o f  t h e  t h r e e  p r o f i t a b i l i t y  

i n d e x e s ,  v i z * ,  ROS, ROC and ROl had been c a l c u l a t e d  and e x h i b i t e d  i n  

the=^Appendix No.  V I I .  - =

I t  i s  e v i d e n t  from the same i ^ p e n d l x  t h a t  a l l  t h e  c o r r e l a t t b n  

c o e f f i c i e n t s  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m  a U  on f o r  

t h e  same p u r p o s e  and each  o f  t h e  t h r e e  p r o f i t a b i l i t y  i n d e x e s  v i z * ,

ROS, ROC and ROI showed n e g a t i v e  r e l a t i o n s h i p  i n d i c a t i n g  t h e  f a c t  

t h a t  ROS, ROC and ROl w e r e  n o t  d i r e c t l y  r e l a t e d  t o  th e  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n  ( n o t  s i g n i f i 

c a n t  even  a t  *20 l e v e l ) *  Thus,  I t  can b e  d e d u c e d  t h a t  t h e r e  had been 

e x c e s s i v e  s h o r t - t e r m  i n s t i t u t i o n a l  l o a n s  i n  the  n a t i o n a l i s e d  i n d u s 

t r i e s  a f f e c t i n g  a d v e r s e l y  t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  

s tu d y *  The sam ple  p o s i t i o n  was p o i n t e d  o u t  i n  S e c t i o n  4 o f  C h a p t e r  5*
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( x )  W ork ing  C a p i t a l  C o n t r o l

In  o r d e r  t o  m a i n t a i n  a d e q u a t e  w o r k i n g  c a p i t a l  f o r  r u n n in g  t h e  

o p e r a t i o n s  o f  t h e  e n t e r p r i s e s ,  p r o p e r  w o rk in g  c a p i t a l  c o n t r o l  w i th  

r e g a r d  t o  i t s  r e q u ir e r a e n tS f  v a r i o u s  eoraponents and s o u r c e s  o f  f i n a n c e  

m ig h t  e x p l o r e  t h e  v a r i a t i o n s  between  b u d g e t e d  and a c t u a l s  w i t h  r e a s o n s  

o f  b o t h  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  r e s p o n s i b l e  f o r  s u c h  

v a r i a n c e *  However,  a b s e n c e  o f  any a p p r o p r i a t e  c o s t  c o n t r o l  p r o g r a n n e ,  

g r e a t  r e l i a n c e  on b o r r o w e d  c a p i t a l  as a s o u r c e  o f  f i n a n c e ,  i n e f f e c t i v e  

i n v « i t o r y ,  a c c o u n t s  r e c e i v a b l e  and ca s h  d e c i s i o n s  m i g h t  a f f « c t  t h e  

p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s t u d y .

E x te n t  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n  
3LD.q ■ CaBUaL-Can.ttB 1 1_________________

The f o l l o w i n g  T a b le  8*11  shows t h e  r e s p o n s e s  o f  t h e  sa m p le s  

r e g a r d i n g  th e  d e g r e e  o f  u s e  o f  a c c o u n t i n g  i n f c r m a t i o n  i n  w o r k in g  

c a p i t a l  c o n t r o l *  ,, f - -  “

l a ^ U -T . -S r U

R e s p o n s e s  o f  t h e  Samples as  r e g a r d s  t h e  E x te n t  
o f  Use o f  A c c o u n t i n g  I n f o x o a t i o n  i n  K o rk in g  

C a p i t a l  C o n t r o l

E x te n t  o f

i L e v e l s  
l o f  Use

\ .......... — T
i High I 

1

Low
T ' ...................

1 T o t a l  

1 1

---------- ------ ---------- \
L e v e l  o f  I 

s i g n i f i c a n c e  |

C o r p o r a t i o n s 7 ( 3 5 ) 13 ( 6 5 ) 20 ( 1 0 0 ) C h i - s q U a r e t
3 . 7 3 0

E n t e r p r i s e s 16 ( 6 4 ) 9 ( 3 6 ) 25 ( 1 0 0 ) S i g n i f i c a n t  a t
•05 l e v e l

T o t a l  1 23 ( 5 1 ) 22 ( 4 9 ) 45  ( 1 0 0 )

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) .
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Th« T a b i c  e x h i b i t s  t h a t  51 p e r c e n t  and 49 p e r c e n t  o f  the  san p l t fs  

f e l t  h igh  u s e  and low u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o A l n g  c a p i t a l  

c o n t r o l  r e s p e c t i v e l y .  Of t h e  s a n p l e s  a t  c o r p o r a t i o n  l e v e l y  65  p e r  

c e n t  and 35 p e r c e n t  v i e w e d  low  u s e  and h igh  u s e  r e s p e c t i v e l y  v i d  on 

t h e  o t h e r  hand, o f  t h e  e n t e r p r i s e  heads*  64  p e r c e n t  and 36 p e r c e n t  

v i e w e d  h i g h  u s e  and low u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o rk in g  

c a p i t a l  c o n t r o l  r e s p e c t i v e l y *  Then, o f  t h e  s a m p l e s  who v i e w e d  h ig h  

use*  70 p e r c e n t  and 30 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r i e s  o f  e n t e r *  

p r i s e  head s  and c o r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y .  On t h e  o t h e r  h a n d ,  

o f  t h e  s a m p le s  who v i e w e d  low  u s e ,  59 p e r c e n t  and 41 p e r c e n t  b e l o n g e d  

t o  t h e  c a t e g o r i e s  o f  c o r p o r a t i o n s *  s a m p le s  and e n t e r p r i s e  head r e s p e c 

t i v e l y *

Xt i s  thus  e v i d e n t  t h a t  t h e r e  were  bo th  h ig h  and low  d e g r e e  o f  

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  c o n t r o l  a t  e n t e r p r i s e  

and c o r p o r a t i o n  l e v e l s  r e s p e c t i v e l y .  However ,  t h e  r e l a t i o n s h i p  

between t j ie  e x t e n t  o f  u s e  and t h e  l e v e l s  o f  u s e  was s i g n i f i c a n t  a t  

•05 l e v e l *  That i s ,  t h e  o p i n i o n  v a r i a t i o n s  as  r e g a r d s  t h e  e x t e n t  o f  

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k in g  c a p i t a l  c o n t r o l  was n o t  

i n d e p e n d e n t  o f  t h e  v a r i a t i o n s  i n  t h e  l e v e l s  o f  such  u s e .

M,at»

In  O r d e r  t o  show t h e  i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  In  

w ork ing  c a p i t a l  c o n t r o l  on t h e  p r o f i t a b i l i t y  o f  the  n a t i o n a l i s e d  

i n d u s t r i e s ,  t h e  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t  ( r )  be tw een  t h e  

e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o rk in g  c a p i t a l  c o n t r o l  

and e a c h  o f  t h e  t h r e e  p r o f i t a b i l i t y  i n d e x e s ,  v i z * ,  ROS, ftOC end ROZ 

had been c a l c u l a t e d  and p r e s e n t e d  i n  t h e  A ppend ix  No* V I I .
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I t  i s  e v i d e n t  from t h «  same A p p e n d ix  t h a t  t h e  c o r r e l a t i o n  c o e f f i 

c i e n t s  betw een  t h e  u s e  o f  a c c o u n t i n g  i n f o s m  at i  on the same p u r p o s e  

and r e t u r n  on sa le s ,  and between th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  

t h e  s a i d  p u r p o s e  and r e t u r n  on i n v e s t m e n t  showed p o s i t i v e  l i n e a r  r e i a *  

t i o n s h i p  ( b u t  n o t  s i g n i f i c a n t  e ve n  a t  . 2 0  l e v e l ) ,  s i g n i f y i n g  t h a t  u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k i n g  c a p i t a l  c o n t r o l  had  l i m i t e d  

f a v o u r a b l e  e f f e c t s  on p r o f i t a b i l i t y  o f  t h e  i n d u s t r y *  On t h e  o ^ e r  

handy c o r r e l a t i o n  c o e f f i c i e n t s  betw een  th e  u s e  o f  a c c o u n t i n g  I n f o r m a 

t i o n  i n  w ork ing  c a p i t a l  c o n t r o l  and t h e  r e t u r n s  on c a p i t a l  em p lo ye d  

showed n e g a t i v e  r e l a t i o n s h i p  s i g n i f y i n g  t h a t  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  f o r  th e  s a i d  p u r p o s e  had u n f a v o u r a b l e  e f f e c t s  on  p r o f i t a 

b i l i t y  o f  the  i n d u s t r i e s  c o n c e r n e d *  Thus* i t  can be  s a i d  t h a t  t h e r e  

had been a b s e n c e  o f  p r o p e r  b u d g e t i n g  r e s u l t i n g  i n  s h o r t a g e  o f  adecfuate  

w o rk in g  c a p i t a l  i n  the  n a t i o n a l i s e d  i n d u s t r i e s  a f f e c t i n g  a d v e r s e l y  

t h e  v e r y  p r o f i t a b i l i t y  o f  t h e  I n d u s t r i e s  u n d e r  s t u d y *  T h is  p o s i t i o n  

was o b s e r v e d  i n  S e c t i o n  5 o f  C h a p t e r  5 .  ;

I m p a c t  9 f  Ugt«

To show the i m p a c t  o f  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k i n g  

c a p i t a l  d e c i s i o n s  and c o n t r o l  as a w h o l e  on t h e  p r o f i t a b i l i t y  o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s ,  t h e  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t  ( r )  

between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  w o r k in g  c a p i t a l  

d e c i s i o n s  and c o n t r o l  ( i . e .  w o rk in g  c a p i t a l  r e q u i r e m e n t S f  i n v e n t o r y ,  

a c c o u n t s  r e c e i v a b l e s ,  c a s h ,  w o rk in g  c a p i t a l  f i n a n c i n g  and c o n t r o l )  and 

each  o f  t h e  t h r e e  p r o f i t a b i l i t y  I n d e x e s  had b e e n  c a l c u l a t e d  ard shovn  

i n  t h e  A p p en d ix  No* V I I*
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From t h e  samfl A p p en d ix  I t  i s  e v i d e n t  t h a t  t h e  c o r r e l a t i o n  c o e f f i *  

d e n t s  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  s i x  

V a r i a b l e s  o f  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  ta k e n  t o g e t h e r  

and r e t u r n  on s a l e s ,  and between  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  s i x  a r e a s  o f  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l  

taken c o m b i n e d l y  and r e t u r n  on i n v e s t m e n t  showed p o s i t i v e  l i n e a r  

r e l a t i o n s h i p  ( s i g n i f i c a n t  a t  *20 l e v e l )  s i g n i f y i n g  t h a t  t h e  r e t u r n  

on s a l e s  and r e t u r n  on i n v e s t m e n t  w ere  c o r r e l a t e d  w i t h  t h e  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  in  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l *  On 

th e  o t h e r  hand, t h e  c o r r e l a t i o n  c o e f f i c i e n t s  betw een  t h e  e x t e n t  o f  

u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  s i x  a r e a s  o f  w o rk in g  c a p i t a l  d e c i 

s i o n s  and c o n t r o l  ta k e n  c o m b i n e d l y  and r e t u r n  on c a p i t a l  e m p lo y e d  

showed n e g a t i v e  c o r r e l a t i o n  p o i n t i n g  o u t  t h e  f a c t  t h a t  t h e  r e tu r n  o n

c a p i t a l  em ployed  was n o t  r e l a t e d  t o  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n
li

i n  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l .  T h e r e f o r e ,  i t  c «  b «  d e d u c e d  

t h a t  s h o r t a g e  o f  r e q u i r e d  w ork in g  c a p i t a l ,  w i r - l n v e s t m e n t  11) i n v e n 

t o r y ,  unsound c r e d i t  and c o l l e c t i o n  p o l i c i e s ^ ^  i n a d e q u a t e  casfT, e x c e *  

s s i v e  s h o r t t e r m  f i n a n c e  and a b s e n c e  o f  p r o p e r  c o n t r o l  m e th o d s  f o r  

w ork in g  c a p i t a l  -  a l l  t h e s e  a f f s c t e d  t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s 

t r i e s  un d er  s tu d y *

8 . 2 ( c )  P r o f i t  D e c i s i o n s  and C o n t r o l

There  are  f o u r  v a r i a b l e s  r e l a t e d  w i t h  p r o f i t  d e c i s i o n s  and c o n 

t r o l  v i z * ,  s e l l i n g  p r i c e  d e c i s i o n ^ ^  s a l e s  t a r g e t ,  c o s t  o f  p r o d u c t i o n  

d e c i s i o n ,  o p e r a t i n g  e x p e n s e s  d e c i s i o n  and p r o f i t  t a r g e t *  These  w ere  

d i s c u s s e d  i n  d e t a i l  In  C h a p t e r  6* The e x t e n t  o f  u s e  o f  a c c o u n t i n g  

I n f o r m a t i o n  i n  t h e s e  a r e a s  and t h e  i m p a c t  o f  such  u s e  on  t h e  p r o f i t a 

b i l i t y  had been exam ined  i n  t h i s  s e c t i o n *
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(1) extent of gat I

Four q u e s t i o n s  (No* 14 tti 17 o f  A p p e n d ix  VXIZ i n  P a r t * D )  were 

used  t o  m easure  the  e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  p r o 

f i t  d e c i s i o n s  and c o n t r o l .  The u se  o f  L i k e r t ' s  f i v e  p o i n t  s c a l e s  

e n a b l e d  the  s c o r e s  on t h e  r e s p o n s e s  o f  t h e  q u e s t i o n s  t o  be  summed 

up* The summation which  I n d i c a t e d  the  d e g r e e  o f  su ch  oa n a g e m e n t  

use  was shown i n  the  T a b l e s  8 . 1 2  t o  8 . 1 5  p r e p a r e d  a s  p e r  q u e s t i o n s  

14* 1&* 16 17 P a r t - D  o f  the same App end ix  r e s p e c t i v e l y .

Z t  was o b s e r v e d  t h a t  t h e r e  was h i g h  u s e  o f  a c c o u n t i n g  i n f o r f f l a -  

t i o n  In  d e c i d i n g  s e l l i n g  p r i c e  and s a l e s  t a r g e t ,  c o s t  o f  p r o d u c t i o n  

d e c i s i o n ,  o p e r a t i n g  e x p e n s e s  o r  o v e r h e a d s  d e c i s i o n  and I n  d e c i d i n g  

p r o f i t  t a r g e t s  b o th  a t  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l s *

( i i )  I a g a 9 t

The i o p a c t  o f  use  o f  a c c o u n t i n g  i n f o m a t i o n  i n  p r o f i t  d e c i s i o n s  

on t h e  p r o f i t a b i l i t y  o f ^ t h e  s e l e c t e d  i n d u s t r i e s  had been m e asu re d  by 

the  P e a r s o n * s  c o r r e l a t i o n  c o e f f i c i e n t s  ( r ) *  The c o r r e l a t i o n  c o e f f i 

c i e n t s  betw een  t h e  e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f o u r  

a r e a s  o f  p r o f i t  d e c i s i o n s  and c o n t r o l *  v i z * ,  d e c i d i n g  s a l e  p r i c e  

and s a l e  t a r g e t ,  c o s t  o f  p r o d u c t i o n ,  o p e r a t i n g  o v e r h e a d s  and p r o f i t  

t a r g e t s  and e a c h  o f  th e  t h r e e  p r o f i t a b i l i t y  i n d e x e s ,  v i z * ,  SOS, ROC 

and ROI had been shown i n  th e  A p p en d ix  No* VZX*

Xf the  o v e r a l l  p o s i t i o n  i s  tak en  I n t o  a c c o u n t  i t  b e c o m e s  e v i *  

d e n t  t h a t  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  was r e l a t e d  t o  t h e  u se  o f  

a c c o u n t i n g  I n f o r f f l a t l o n  I n  d e c i d i n g  c o s t  o f  p r o d u c t i o n ,  o p e r a t i n g  

o v e r h e a d s  and p r o f i t  t a r g e t s .  The c o r r e l a t i o n  c o e f f i c i e n t s  showed 

p o s i t i v e  l i n e a r  r e l a t i o n s h i p s  be tw e e n  them ,  w h i l e  o v e r a l l  p r o f i t a -
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b l l l t y  o f  t h e  I n d u s t r i e s  mas n o t  r e l a t e d  to  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  d e c i d i n g  s a l e  p r i c e  and s a l e  t a r g e t  b e c a u s e  t h e  

c o r r e l a t i o n  c o e f f i c i e n t  showed th e  n e g a t i v e  p o s i t i o n  In  t h i s  a r e a  

( n o t  s i g n i f i c a n t  even a t  *10 l e v e l ) .

The Im p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  e a c h  o f  t h e  

ab o v e  f o u r  v a r i a b l e s  o f  p r o f i t  d e c i s i o n s  and c o n t r o l  on t h e  p r o f i t a 

b i l i t y  o f  t h e  i n d u s t r i e s  un d er  s tu d y  had been s e p a r a t e l y  dl s c u s e e d  

i n  t h e  p r e s e n t  s e c t i o n *

( x i )  S a l e s  T a r g e t  and S e l l i n g  P r i c e  D e c i s i o n

The p r o f i t a b i l i t y  o f  an e n t e r p r i s e s  i s  i n f l u e n c e d  by th e  s e l l 

i n g  p r i c e  and s a l e s  t a r g e t  d e c i s i o n  p r o g r « n m e  w h ich  i s  d i r e c t l y  

r e l a t e d  t o  the  c o s t s  and s a l e s  r e v e n u e  o f  the  f i n i s h e d  p r o d u c t s  

w h ich  a r e  a f f e c t e d  by a number o f  f a c t o r s  i n f l u e n c i n g  the  s y s t e a  

and p r a c t i c e  o f  p r i c i n g  t h e  p r o d u c t *  As s u c h ,  d e f e c t i v e  s e l l i n g  

p r i c e  and s a l e s  t a r g e t  d e c l  si on ^ g r e a t l y  a f f e c t  the  p r o f i t a b i l i t y  

o f  t h e  e n t e r p r i s e *

The a u t h o r i t i e s  r e s p o n s i b l e  f o r  d e c i d i n g  th e  p r i c e s  o f  the  

p r o d u c t s  o f  the  n a t i o n a l i s e d  i n d u s t r i e s  d i d  n o t  p r o p e r l y  c o n s i d e r  

a c c o u n t i n g  i n f o r m a t i o n  w i th  r e g a r d  t o  t h e  m a n u f a c t u r i n g  and p r o d u c *  

t i o n  c o s t ,  and thus  p r i c e s  so  f i x e d  a p p e a r e d  t o  b e ,  i n  m o s t  c a s e s ,  

u n e c o n o m i c a l  f o r  t h e  e n t e r p r i s e s  b e c a u s e  t h e s e  p r i c e s  d i d  n o t  r e p r e s e n t  

t h e  a c t u a l  c o s t  o f  t h e  p r o d u c t i o n  i n s t e a d  e n a b l e d  t h e  e n t e r p i i  a e s  

o n l y  t o  r e a c h  b r e a k - e v e n  p o i n t  i * e *  a t  no p r o f i t  no l o s s  s t a g e *  The 

c o n c e r n e d  a u t h o r i t i e s  w h i l e  f i x i n g  up t h e  p r i c e s  o f  p r o d u c t  a l s o  d i d  

n o t  g i v e  due c o n s i d e r a t i o n  to  the  d e c i d e d  p e r f o r m a n c e  e v a l u a t i o n  

c r i t e r i o n  i * e *  p r o f i t a b i l i t y *  C o n s e q ju e n t ly ,  such p r i c i n g  m e th o d s
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d i d  n o t  r e p r e s e n t  th e  c o n t r i b u t i o n  o f  a l l  t h e  f a c t o r s  o f  p r o d u c t i o n  

a t  a b o v e  t h e  b r e a k - e v e n  p o i n t  thus  h a v in g  u n f a v o u r a b l e  i m p a c t  on t h e  

p r o f i t a b i l i t y  o f  th e  i d e n t i f i e d  i n d u s t r i e s *

E x t e n t  o f  U«e o f  A c c o u n t i n g  I n f o r m a t i o n  i n
, f t , S a l t s  Prissy-

The f o l l o w i n g  T a b le  B .1 2  shows th e  r e s p o n s e s  o f  t h e  s a m p le s  

r e g a r d i n g  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  

s a l e s  t a r g e t s  and s e l l i n g  p r i c e s

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  
Use o f  A c c o u n t i n g  I n f o r m a t i o n  I n  D e c i d i n g  S a l e s  

T a r g e t s  and S e l l i n g  P r i c e

E x te n t  o f  i
i Use I High
i L e v e l s

------------------1-------------------
Low i T ota l

i
T----------------------------------1
I L e v e l  of I
I s i g n i f i c a n c e  |

II
C o r p o r a t i o n s  

Enterp r i s e s

15 ( 7 5 )  5 ( ( 2 5 )  20 ( lO O )  C h i > s q u a r e i  0 . 0 4 9

18 ( 7 2 )  7 ( 2 8 )  25  ( lO O )  N o t  s i g n i f i c a n t
a t  *05  l e v e l

T o t a l  t 33 ( 7 3 )  12 ( 2 7 )  4 5  ( lOO )

( F i g u r e s  i n  b r a c k e t s  are  c o l u m n - p e r c e n t a g e s ) •

The above  T a b le  8 . 1 3  e x h i b i t s  t h a t  7 3  p e r c e n t  o f  t h e  s a m p le s  

p e r c e i v e d  h igh  u s e  w h i l e  27 p e r c e n t  o f  them p e r c e i v e d  low  u s e  o f  

a c c o u n t i n g  i n f o r a a t i o n  i n  d e c i d i n g  s a l e s  t a r g e t s  and s e l l i n g  p r i c e .  

Of t h e  sam ples  a t  c o r p o r a t i o n  l e v e l *  75  p e r c e n t  v i e w e d  h ig h  u s e  

w h i l e  25  p e r c e n t  v i e w e d  low u se  o f  a c c o u n t i n g  i n f o r m a t i o n  f o r  a b o v e  

p u r p o s e .  On t h e  o t h e r  hand* o f  th e  e n t e r p r i s e  h e a d s *  72  p e r c e n t
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v i e w t d  h ig h  u s e  w h i l e  28 p e r c e n t  o f  them v ie w e d  low  u s e  o f  a c c o u n t i n g  

i n f o m a t i o n  f o r  the  s a i d  p u r p o s e *  Then» o f  t h e  s a m p le s  who v i e w e d  

h ig h  u s e »  55 p e r c e n t  and 45 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  

e n t e r p r i s e  head* and c o r p o r a t i o n s *  s a m p le s  r e s p e c t i v e l y .  On t h e  

o t h e r  hand,  o f  th e  Bamples who v i e w e d  low u s e ,  58 p e r c e n t  and 42  p e r  

c e n t  b e l o n g e d  t o  th e  c a t e g o r i e s  o f  e n t e r p r i s e  b e a d s  and  c o r p o r a t i o n s *  

s a m p le s  r e s p e c t i v e l y *

Thus,  i t  i s  e v i d e n t  t h a t  t h « r s  was h ig h  u se  o f  a c c o u n t i n g  i n f o r 

m a t io n  i n  d e c i d i n g  s a l e s  t a r g e t s  and s e l l i n g  p r i c e  b o t h  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s .  But t h e r e  was no s i g n i f i c a n t  r e l a t i o n 

s h i p  betw een  th e  e x t e n t  o f  u s e  and t h e  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  

a t  *05 l e v e l ) *  That i s i  t h e  o p i n i o n  v a r i a t i o n s  as  r e g a r d s  the e x t e n t

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  s a l e s  t a r g e t s  and  s e l l i n g

p r i c e  was i n d e p e n d e n t  o f  th e  v a r i a t i o n s  i n  t h e  l e v e l s  o f  such  use*

I I •
l a o a c t  o f  Use i  _

The n a t u r e  o f  i m p a c t  o f  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

d e c i d i n g  s a l e  p r i c e  and s a l e s  t a r g e t s  on t h e  p r o f i t a b i l i t y  o f  t h e  

n a t i o n a l i s e d  i n d u s t r i e s  can be m easu red  by t h e  P e a r s o n ' s  c o r r e l a t i o n  

c o e f f i c i e n t s  ( r )  between  t h e  e x t e n t  o f  su ch  u s e  and p r o f i t a b i l i t y  

i n d e x e s *  In  o r d e r  t o  show such i m p a c t ,  th e  c o r r e l a t i o n  c o e f f i c i e n t s  

betw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  s a l e  

p r i c e  and s a l e s  t a r g e t  and each  o f  t h e  t h r e e  p r o f i t a b i l i t y  i n d e x e s ,  

v i z * ,  ROS, ROC and ROI had been c a l c u l a t e d  and shown i n  t h e  A p p en d ix  

No* V I I .
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Th« m a j o r  i s s u e  as e v l d « n t  f rom  the  same A p p e n d ix  t h a t  a l l  t h e  

c o r r e l a t i o n  c o e f f i c i e n t s  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  s a l e  p r i c e  and s a l e s  t a r g e t  and e a c h  o f  t h e  t h r e e  

p r o f i t a b i l i t y  i n d e x e s t  v i z .  AOS, ROC and ROI showed n e g a t i v e  r e l a t i o n '  

s h ip  ( n o t  s i g n i f i c a n t  e v e n  a t  *20 l e v e l )  i n d i c a t i n g  t h a t  ROS, ROc and 

ROI w ere  n o t  d i r e c t l y  c o r r e l a t e d  w i t h  t h e  u s e  o f  a c c o u n t i n g  I n f o m a ' *  

t l o n  i n  d e c i d i n g  s a l e  p r i c e  and s a l e s  t a r g e t  i n  th e  n a t i o n a l i s e d  

i n d u s t r i e s *  Thus* i t  can  be c o n c l u d e d  t h a t  u n e c o n o m i c a l  o r  d e f e c t i v e  

s a l e  t a r g e t s  and s a l e  p r i c e  d e c i s i o n  ( w h e r e i n  c o s t  o f  p r o d u c t i o n  

rem ained  u n r e p r e s e n t e d )  i n  t h e  s e l e c t e d  i n d u s t r i e s  a f f e c t e d  th e  v e r y  

p r o f i t a b i l i t y  o f  t h e  c o n c e r n s  u n d e r  s t u d y .  The same s i t u a t i o n  wes 

o b s e r v e d  e a r l i e r  i n  S e c t i o n  4 a ( l )  & ( t l )  o f  C h a p t e r  6«

< x l l )  CgA l  .fit %X 0^. ■ 9«

P r o f i t a b i l i t y  i s  a l s o  d i r e c t l y  a ^ f f c t e d  by t h e  p r o d u c t i o n  c o s t

e f f i c i e n c y  o r  i n e f f i c i e n c y  w h ich  i n f l u e n c e s  t h e  e a r n i n g  p o w e r  o f  t h e

e n t e r p r i s e s  as  w e l l  as p u r c h a s i n g  p o w e r  o f  t h e  c u s t o m e r s  u l t i m a t e l y  
p o o r

b r i n g i n g  i n  v e r y / p r o f i t  m arg in  l e f t  f o r  t h e  i n d u s t r i e s *  Thus,  h i g h  

c o s t  o r  low  c o s t  o f  p r o d u c t s  w ou ld  have  u n f a v o u r a b l e  o r  f a v o u r a b l e  

i m p a c t  on t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s .

-Extent  o f  Use o f  A c c o u n t i n g  X n f o r m a U o n  
i n  De^eldlng C o j  t  _q f  P ro  due U  on t

The f o l l o w i n g  T a b le  8 . 1 3  e x h i b i t s  t h e  r e s p o n s e s  o f  t h e  s a m p le s  

as r e g a r d s  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  

c o s t  o f  p r o d u c t i o n  I
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a , i U ____

R e s p o n s e s  o f  t h «  S«nipl*s  r e g a r d i n g  t h «  E x te n t  o f  Use o f  
A c c o u n t i n g  I n f o r n a t l o n  i n  D e c i d i n g  C o s t  o f  P r o d u c t i o n

 1--------------------------1-----------------
High I Low I T o t a l

 \___________ i_______

------------------------------------1
L«vel of I 

significanee 1

C o r p o r a t i o n s  12 ( 6 0 )  8 ( 4 0 )  20 ( lOO )  C h i - d q u a r « s
1 . 3 3 0

E n t e r p r i s e s  19 ( 7 6 )  6 ( 2 4 )  25 ( lOO)  N ot  s i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  s 31 ( 6 9 )  14 ( 3 1 )  45  ( lOO)

( F i g u r e s  i n  b r a c k e t s  a re  c o l u i a n * p e r c e n t a g e s ) *

I t  i s  c l e a r  front t h e  a b o v e  T a b le  t h a t  69  p e r c e n t  and 31 p e r c e n t  

o f  t h e  sam ples  o p i n e d  h ig h  u s e  and low  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  c o s t  o f  p r o d u c t i o n  d e c i s i o n  r e s p e c t i v e l y .  Of t h e  s a o p l e s  a t  

c o r p o r a t i o n  l e v e l #  60 p e r c e n t  o p i n e d  h ig h  u s e  w h i l e  40 p e r c e n t  o p i n e d  

low u s e  o f  a c c o u n t i n g  i n f o r n a t l o n  f o r  t h e  a b o v e  p u r p o s e .  On the  

o t h e r  hand,  o f  the  e n t e r p r i s e  h e a d s ,  76  p e r c e n t  o p i n e d  h igh  u s e  w h i l e

24 p e r c e n t  o p i n e d  low u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  f o r  the  s a i d  

d e c i s i o n .  Then, o f  the  s a m ples  who v i e w e d  high use* 61 p e r c e n t  

b e l o n g e d  to the  c a t e g o r i e s  o f  e n t e r p r i s e  h eads  and c o r p o r a t i o n s '  

sa m ples  r e s p e c t i v e l y .  On t h e  o t h e r  handf  o f  t h e  s am ples  who v i e w e d  

low u s e «  57 p e r c e n t  and 43  p e r c e n t *  b e l o n g e d  t o  the  c a t e g o r i e s  o f  

the  c o r p o r a t i o n s *  s am ples  and e n t e r p r i s e  h ea d s  r e s p e c t i v e l y .

I t  i s  thus  e v i d e n t  t h a t  t h e r e  was h ig h  d e g r e e  o f  u s e  o f  a c c o u n 

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

and c o r p o r a t i o n  l e v e l s .  However,  t h e r e  was no s i g n i f i c a n t  r e l a t i o n 

s h i p  i n  t h e  e x t e n t  o f  u s e  and the  l e v e l s  o f  u s e  ( n o t  s i g n i f i c a n t  a t
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•05 l e v e l ) .  That i S f  t h e  o p i n i o n  v a r i a t i o n s  a s  r e g a r d s  the  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c o s t  o f  p r o d u c t i o n  d e c i s i o n  was 

I n d e p e n d e n t  o f  t h e  v a r i a t i o n s  I n  t h e  l e v e l s  o f  s u c h  u s e *  Such d e c i 

s i o n  b e i n g  v i t a l  f o r  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  i s  h i g h  b o t h  a t  

c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s .

In o r d e r  t o  show t h e  Im p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

I n  d e c i d i n g  t h e  c o s t  o f  p r o d u c t i o n  on t h e  p r o f i t a b i l i t y  o f  t h e  s e l e c 

t e d  I n d u s t r l e s f  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s  ( r )  b e t n e e n  t h e  

e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  t h e  c o s t  o f  

p r o d u c t i o n  and each  o f  t h e  t h r e e  p r o f i t a b i l i t y  I n d e x e s ,  v i z . ,  ROS«

ROC and ROI had been c a l c u l a t e d  and p r e s e n t e d  i n  the  A ppend ix  N o .  V I X .

The m a j o r  I s s u e  as  e v i d e n t  f rom  A p p e n d ix  V I I  was t h a t  t h e  

c o r r e l a t i o n  c o e f f i c i e n t s  between  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  f o r  t h e  a b o v e  p u r p o s e  and ROS showed s l g n l f i c ^ t  p o s i t i v e  

r e l a t i o n s h i p  ( s i g n i f i c a n t  a t  *05  l e v e l )  i n d i c a t i n g  t h a t  t h e  r e t u r n  

on s a l e s  was d i r e c t l y  c o r r e l a t e d  w i t h  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  i n  d e c i d i n g  the c o s t  o f  p r o d u c t i o n .  On t h e  o t h e r  htf id ,  the 

c o r r e l a t i o n  c o e f f i c i e n t s  between t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  d e c i d i n g  c o s t  o f  p r o d u c t i o n  and ROI and betw een  t h e  

e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o z m a t i o n  f o r  t h e  same p u r p o s e  and 

ROC showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p ,  ( b u t  n o t  s i g n i f i c a n t  a t  

, 0 5  l e v e l )  p o i n t i n g  o u t  t h a t  ROC and ROI w ere  p o s i t i v e l y  c o r r e l a t e d  

w i t h  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  I n  d e c i d i n g  c o s t  o f  p r o d u c t i o n *  

T h e r e f o r e ,  i t  can be  c o n c l u d e d  t h a t  the  p r o f i t a b i l i t y  o f  t h e  i n d u s 

t r i e s  was g r e a t l y  a f f e c t e d  by t h e  p r e v a i l i n g  h ig h  c o s t  o f  p r o d u c t i o n

Dhaka University Institutional Repository



329

w hich  was f i x e d  i n  m a j o r  c a s e s  w i t h o u t  p r o p e r  c o n s i d e r a t i o n  o f  a c c o 

u n t i n g  i n f o r m a t i o n .  The same s i t u a t i o n  was o b s e r v e d  e a r l i e r  i n  4 ( b )  

o f  C h a p t e r  6 .

( x i i i )  O p e r a t i n g  Exoenaes  D e c i s i o n t

The e s t i m a t e  o f  f u t u r e  o p e r a t i n g  e x p e n s e s  o r  o v e r h e a d s  t o  be  

i n c u r r e d  f o r  c o n d u c t i n g  a b u s i n e s s  i s  an i m p o r t a n t  m a n a g e r i a l  d e c i 

s i o n - m a k i n g  f u n c t i o n .  The e s t i m a t e s  o f  o f f i c e  and adm in i  s t r a t i  o n , 

and s e l l i n g  and d i s t r i b u t i o n  e x p e n s e s  w ere  made t a k i n g  i n t o  c o n s i d e *  

r a t i o n  t h e  p a s t  r e l a t e d  a c c o u n t i n g  d a t a  as  w e l l  a s  p r e s e n t  and f u t u r e  

t r e n d s .  The e f f e c t i v e n e s s  o f  such  d e c i s i o n  m ig h t  a l s o  a f f e c t  th e  

p r o f i t a b i l i t y  o f  th e  i n d u s t r i e s  to  a g r e a t  e x t e n t .

E x te n t  o f  Use o f  A c c o u n t i n g  I n f c m a t l o n  
V\ P y g l r i 9 f i

I The f o l l o w i n g  T a b le  8 . 1 4  e x h i b i t s  t h ^  r e s p o n s e s  o f  the s a m p le s  

as  r e g a r d s  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  o p e r a t i n g  

o v e r h e a d s  o r  e x p e n s e s  d e c i s i o n s

TabU -  9«14

R e s p o n s e s  o f  t h e  Samples r e g a r d i n g  t h e  E x t e n t  o f  Use o f  
A c c o u n t i n g  I n f o r m a t i o n  i n  O p e r a t i n g  E xpenses  D e c i s i o n

E x t e n t  o f  I 
I Use I High
i L e v e l s  I
L f t l  M if________ _________________

------------------1-------------------
Low I T o t a l

1  f
I L e v e l  o f  |
I s i g n i f l  c ^ c e  I
t  11 ..............II ■■ I I I I — M M — i

C o r p o r a t i o n s  

H n terpr i  s e s

15 ( 7 3 )  5 ( 2 5 )  20 ( lOO )  C h i - s q u a r e t
0 . 1 6 3

20 ( 8 0 )  5 ( 2 0 )  25  ( lOO)  N ot  s i g n i f i c a n t
a t  . 0 5  l e v e l

T o t a l  • 35 ( 7 8 )  10 ( 2 2 )  4 5  ( lOO)

( F i g u r e s  i n  b r a c k e t s  a r e  c o l u m n - p e r c e n t a g e s ) .

Dhaka University Institutional Repository



I t  i «  o b s e r v e d  from  t h e  a b o v e  T a b le  t h a t  78 p e r c e n t  o f  t h e  

saraples  p e r c e i v e d  h ig h  u s e  w h i l e  22 p e r c e n t  o f  them p e r c e i v e d  low 

u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  o p e r a t i n g  e x p e n s e s  d e c i s i o n *  Of 

th e  s a m p le s  a t  th e  c o r p o r a t i o n  l e v e l *  75  p e r c e n t  p e r c e i v e d  h i g h  u s e  

w h i l e  25 p e r c e n t  p e r c e i v e d  low  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  f o r  

th e  a b o v e  p u r p o s e *  On t h e  o t h e r  hand# o f  the  e n t e r p r i s e  h e a d s *  80 

p e r c e n t  v i e w e d  h ig h  u se  w h i l e  20 p e r c e n t  v i s w e d  low  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  f o r  t h e  same d e c i s i o n .  Then,  o f  the  s a m p le s  who p e r c e i 

v e d  h i g h  use* 57 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r y  o f  e n t e r p r i s e  

h e ad s  w h i l e  43  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  c o r p o r a t i o n s ^  

s a a p l s s .  On th e  o t h e r  hand* o f  th e  s a m p le s  who v i e w e d  low u s e ,  50 

p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  c o r p o r a t i o n s *  sam ples  w h i l e  

a n o t h e r  50 p e r c o n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  e n t e r p r i s e  heads*

I t  i s  thus  e v i d e n t  from the  o p i n i o n  o f  t h e  s a m p l e s  t h a t  t h e r e  

was h ig h  u se  o f  a c c o u n t i n g  i n f o r a a t l o n  i n  o p e r a t i n g  e x p e n s e s  d e c i s i o n

b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s *  But t h e r e  sesm ed  to  be
'1 -

no s i g n i f i c a n t  r e l a t i o n s h i p  be tw e e n  t h e  e x t e n t  o f  u s e  and t h e  l e v e l s  

o f  u s e  o f  a c c o u n t i n g  i n f o n n a t l o n  ( n o t  s i g n i f i c a n t  a t  *05  L e v e l ) *  

t h a t  i s ,  t h e  o p i n i o n  v a r i a t i o n  as r e g a r d s  t h e  e x t e n t  o f  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  In  o p e r a t i n g  e x p e n s e s  d e c i s i o n  was I n d e p e n d e n t  

o f  t h e  v a r i a t i o n s  i n  t h e  l e v e l s  o f  such  u s e *

The n a t u r e  o f  I m p a c t  o f  u s e  o r  o t h e r w i s e  o f  t h s  a c c o u n t i n g  

I n f o r m a t i o n  i n  d e c i d i n g  o p e r a t i n g  e x p e n s e s  on t h e  p r o f i t a b i l i t y  o f  

t h e  i n d u s t r i e s  u n d e r  s tu d y  can be m easu red  s t a t i s t i c a l l y  

P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s  ( r )  between  t h e  e x t e n t  o f  such
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u so  o f  a c c o u n t i n g  i n f o x m a t i o n  and t h e  p r o f i t a b i l i t y  i n d e x e s *  To 

show such  i D p a c t f  t h s  c o r r e l a t i o n  c o e f f i c i e n t s  betw een  t h e  e x t e n t  

o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  and e a c h  o f  th e  t h r e e  p r o f i t a b i  t y  

i n d e x e s t  v i z . f  ROS, ROC and ROI had been  ^duly c a l c u l a t e d  and 

shown i n  the  A p p en d ix  No .  V I I .

I t  i s  e v i d e n t  f r o a  the  same A p p e n d ix  t h a t  a l l  the c o r r e l a t i o n  

c o e f f i c i e n t s  between  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o x n a t l o n  i n  

o p e r a t i n g  o v e r h e a d s  d e c i s i o n  and each  o f  th e  t h r e e  p r o f i t o b l l l t y  

I n d e x e s *  v i z * ,  ROS, ROC and ROl showed p o s i t i v e  and l i n e a r  r e l a t i o n 

s h i p  ( b u t  n o t  s i g n i f i c a n t  a t  *05 l e v e l )  s i g n i f y i n g  t h a t  t h e  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  o p e r a t i n g  o v e r h e a d s  d e c i s i o n  had f a v o u r a 

b l e  e f f e c t s  on th e  same p r o f i t a b i l i t y  i n d e x e s *  T h e r e f o r e t  i t  can be  

c o n c l u d e d  t h a t  t h e  h i g h e r  o p e r a t i n g  e x p e n s e s  a f f e c t e d  a d v e r s e l y  t h e  

p r o f i t a b i l i t y  o f  t h e  I n d u s t r i e s  u n d e r  s t u d y .  The s a a e  p o s i t i o n ’ was 

o b s e r v e d  e a r l i e r  i n  S e c t i o n  4 ( c )  o f  C h a p t e r  6»

( x l v )  P J f g f V t i . . . D | » , P L g i 9 . f f

P r o f i t a b i l i t y  i s  a l s o  I n f l u e n c e d  by p r o f i t  t a r g e t s  d e c i s i o n  Vfhlch 

i s  an I m p o r t a n t  t o o l  f o r  f o r f f l u l a t l n g  p o l i c i e s  by managenient• Im p r o p e r  

and d e f e c t i v e  d e c i s i o n s  as r e g a r d s  the s i z e  o f  p r o f i  t  M ig h t  g r e a t l y  

a f f e c t  th e  p r o f i t a b i l i t y  o f  t h e  f f i t e r p r l s e s *

F a c t o r s  c o n s i d e r e d  i n  d e c i d i n g  t h e  p r o f i t  t a r g e t s  c o v e r e d  b o t h  

a c c o u n t i n g  and n o n - a c c o u n t i n g  d l c o e n s l o n .  But In  t h e  n a t i o n a l i s e d  

i n d u s t r i e s *  v a r i o u s  b u d g e t i n g  f o rm s  and t e c h n i q u e s  w e re  u s e d  t o  f o l l o w  

th e  t r a d i t i o n a l  p a t t e r n  w h ich  f a i l e d  t o  c o n f o r m  t o  the  rec ju ireraents  

and p r o v i s i o n s  o f  b u d g e t a r y  c o n t r o l  on  t h e  u n d e r s t a n d i n g  t h a t  s t a n d a r d  

c o s t i n g  and p r o p e r  v a r i a n c e  a n a l y s i s  w e r e  n o t  p r a c t i s e d  by t h e
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i n d u s t r i e s  u n d « r  s t u d y .  I t  was b « c a u s «  o f  t h e s s  d r a w b a r s  and l a c 

k i n g *  i n  the  b u d g e t i n g  p r a c t i c e  t h a t  n e g a t i v e  v a r i a n c e s  betw een  t h e  

b u d g e t  e s t i m a t e s  and a c t u a l  c o s t s  o f  p r o d u c t i o n  had a r i s e n  t h e r e b y  

i n c r e a s i n g  t h e  t o t a l  o p e r a t i n g  c o s t s  w hich  had i n  r e t u r n ,  a f f e c t e d  

th e  p r o f i t a b i l i t y  o f  t h e  c o n c e r n s .
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E x t e n t  o f  Use o f  A c c o u n t i n g  I n f o x m a t i o n  i n
P e c id in jL  P r o f i t  T a r q e i t  Car a z e  Qf PxofLt)_«

The f o l l o w i n g  T a b le  8 . 1 9  e x h i b i t s  t h e  r e s p o n s e s  o f  t h e  s a m p le s  

as  r e g a r d s  t h e  d e g r e e  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  

p r o f i t  t a r g e t s  o r  s i r e  o f  p r o f i t  o f  t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s 

t r i a l  e n t e r p r i s e s !

Ta .b lg . . -_a j , . t5 ,

R e s p o n s e s  o f  th e  Samples r e g a r d i n g  t h e  E x t e n t  o f  
Use o f  A c c o u n t i n g  I n f o n n a t l o n  i n  D e c i d i n g  P r o f i t

T a r g e t s

J Use i High Low 1 T o t a l
i L e v e l s  I I I

______I______I----------

T------------------------------- 1
( L e v e l  o f  I
I s i g n i f i c a n c e  |

C o r p o r a t i o n s  

Enterp  r i s e s

11 ( 5 5 )  9 ( 4 5 )  20 ( 1 0 0 )  Chl-Sf|Uarei
0 . 0 9 4

14 ( 5 6 )  11 ( 4 4 )  25 ( 1 0 0 )  N o t  s i g n i f i c a n t
a t  *05  l e v e l

T o t a l  I 25 ( 5 6 )  22 ( 4 4 )  45 ( lO O )

( F i g u r e s  i n  b r a c k e t s  c o l u i a n - p e r c e n t a g e s } .

Z t  i s  e v i d e n t  f rom t h e  ab o v e  T a b l e  t h a t  56 p e r c e n t  and 4 4  p e r 

c e n t  o f  t h e  sa m p le s  v i e w e d  h ig h  u se  and low u s e  o f  a c c o u n t i n g  i n f o r *  

n a t i o n  i n  d e c i d i n g  p r o f i t  t a r g e t s  o r  s i z e  o f  p r o f i t .  Of t h e  s a m p le s  

a t  c o r p o r a t i o n  l e v e l ,  55 p e r c e n t  v i e w e d  h ig h  u s e  w h i l e  45  p e r c e n t
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vitttted loiv U3« and on the  o t h e r  hands o f  th e  e n t e r p r i s e  h e a d * t  

p e r c e n t  v i e w e d  h ig h  u s e  w h i l e  44 p e r c e n t  v i e w e d  low  u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  f o r  t h e  a b o v e  p u r p o s e .  Then,  o f  t h e  s a m p le s  who 

vie ived  h i g h  u se»  56 p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r y  o f  e n t e x p r i s «  

head s  w h i l e  44 p e r c e n t  b e l o n g e d  t o  th e  c a t e g o r y  o f  c o r p o r a t i o n s *  

saBiples* On t h e  o t h e r  handt o f  th e  s a a p l e s  Mho o p i n e d  low 

p e r c e n t  and 43  p e r c e n t  b e l o n g e d  t o  t h e  c a t e g o r i e s  o f  e n t e r p r i s e  h ead s  

and c o r p o r a t i o n s '  sa iap les  r e s p e c t i v e l y .

I t  i s  th u s  c l e a r  f rom  t h e  o p i n i o n  o f  t h e  s a m p l e s  t h a t  t h e r e  uas  

h ig h  Use o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  p r o f i t  t a r g e t s  o r  s i z e  

o f  p r o f i t s  b o t h  a t  c o r p o r a t i o n  a^d e n t e r p r i s e  l e v e l s *

But t h e r e  seemed t o  be no s i g n i f i c a n t  r « l a t i o n s h i p  b e tw e e n  t h e  

e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  and t h e  l e v e l s  o f  u s e  ( n o t  

s i g n i f i c a n t  a t  . 0 5  l e v e l ) .  Th^t  i s ,  t h e  o p i n i o n  v a r i a t i o n  as  r e g a r d s  

th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n s  i n  d e c i d i n g  p r o f i t
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t a r g e t s  o r  s i z e  o f  p r o f i t  w a s z in  depen d e n t  o f  t h e  v a d a t i o n s  i n  t h e  

l e v e l s  o f  u s e .

g f  Uyyt

In o r d e r  t o  show t h e  n a t u r e  o f  i m p a c t  o f  u s e  o f  a c c o u n t i n g  i n f o r *  

n a t i o n  i n  d e c i d i n g  p r o f i t  t a r g e t s  on t h e  p r o f i t a b i l i t y  o f  the i n d u s 

t r i e s  u n d e r  r e v i e w ,  the  P e a r s o n ' s  c o r r e l a t i o n  c o e f f i c i e n t s  ( r )  b e t w e e n  

t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o m a t i o n  i n  p r o f i t  t a r g e t s  and 

each  o f  th e  t h r e e  p r o f i t a b i l i t y  I n d e x e s *  v i z . ,  ROS, ROC and ROl had 

been c a l c u l a t e d  and p r e s e n t e d  i n  t h e  A ppend ix  N o .  V I I .
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I t  i s  e v i d e n t  from t h e  same A p p e n d ix  t h a t  the  c o r r e l a t i o n  

c o e f f i c i e n t s  betw een  th e  e x t e n t  o f  use  o f  a c c o u n t i n g  I n f o x m a t l o n  In  

d e c i d i n g  p r o f i t  t a r g e t s  and r e t u r n  on s a l e s ,  and betw een  t h e  u se  o f  

a c c o u n t i n g  i n f o m a t i o n  f o ?  p r o f i t  t a r g e t s  and r e t u r n  on i n v e s t r a e n t  

showed s i g n i f i c a n t  p o s i t i v e  r e l a t i o n s h i p  ( s i g n i f i c a n t  a t  *05 l e v e l )  

p o i n t i n g  o u t  t h a t  ROS and ROI w ere  h i g h l y  c o r r e l a t e d  w i t h  t h e  uee  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  d e c i d i n g  p r o f i t  t a r g e t s *  On t h e  o t h e r  

hand,  th e  c o r r e l a t i o n  c o e f f i c i e n t s  betw een  th e  e x t e n t  o f  use  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  p r o f i t  t a r g e t  and r e t u r n  on c a p i t a l  

em p loyed  a l s o  showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p  ( b u t  n o t  s i ^ i f i *  

c a n t  a t  - 0 5  l e v e l )  s i g n i f y i n g  t h a t  ROC mas a l s o  p o s i t i v e l y  c o r r e l a 

t e d  u i t h  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i x i n g  p r o f i t  t a r g e t s *  

T h e r e f o r e ,  i t  can be d e d u c e d  t h a t  i m p r o p e r  and d e f e c t i v e  p r o f i t  

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

g r e a t l y  a f f e c t e d  th e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  u n d e r  s tu d y *

The same p o s i t i o n  was o b s e r v e d  i n  S e c t i o n  4 ( d )  o f  C h a p t e r  6*
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g9ffbine.(^ Ifnaacj:, gf.

In o r d e r  t o  show t h e  i m p a c t  o f  u s e  o r  o t h e r w i s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  p r o f i t  d e c i s i o n s  and c o n t r o l  as  a w h o l e  on  th e  p r o f i 

t a b i l i t y  o f  the  n a t i o n a l i s e d  i n d u s t r i e s ,  t h e  P e a r s o n * s  c o r r e l a t i o n  

c o e f f i c i e n t  ( r )  between  the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o x n a t l o n  

i n  p r o f i t  d e c i s i o n s  and c o n t r o l ,  and t h e  p r o f i t a b i l i t y  I n d e x e s  had 

been c a l c u l a t e d  i n  t h e  A ppend ix  No* V I I .

I t  i s  c l e a r  from the  same A p p en d ix  t h a t  th e  c o r r e l a t i o n  c o e f f l * *  

d e n t s  between the  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  In a l l  f o u r  a r e a s  

o f  p r o f i t  d e c i s i o n s  ( v i z * ,  s a l e  t a r g e t  and s a l e  p r i c e  d e c i s i o n ,  c o s t
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o f  p r o d u c t i o n  d e c i s i o n ^  o p e r a t i n g  o v e i h e a d  d e c i s i o n  and p r o f i t  

t a X 9 6 t  d e c i s i o n )  tak en  com bined  and t h e  r e t u m  on s a l e ^  and between 

the  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f o u r  a r e a s  o f  p r o f i t  

d e c i s i o n s  taken com bined  and r e t u m  on i n v e s t m e n t  showed s i g n i f i c a n t  

p o s i t i v e  r e l a t i o n s h i p  ( s i g n i f i c a n t  a t  >09 l e v e l )  i n d i c a t i n g  t h a t  

ROS and ROI w ere  h i g h l y  c o r r e l a t e d  w i th  t h e  u s e  o f  a c c o u n t i n g  i n f e r *  

m a t io n  i n  p r o f i t  d e c i s i o n s .  On t h e  o t h e r  hand,  the c o r r e l a t i o n  

c o e f f i c i e n t s  between t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o x i n a t l o n  i n  

f o u r  a r e a s  o f  p r o f i t  d e c i s i o n s  taken c o o b l n e d  and r e t u m  on c a p i t a l  

em p loyed  showed p o s i t i v e  l i n e a r  r e l a t i o n s h i p  ( b u t  n o t  s i g n i f i c a n t  

a t  *05 l e v e l )  s i g n i f y i n g  t h a t  ROC was p o s i t i v e l y  c o r r e l a t e d  w i th  

th e  u s e  o f  a c c o u n t i n g  i n f o r n a t i o n  In p r o f i t  d e c i s i o n s *  T h e r e f o r e ,

I t  can be s a i d  t h a t  u n e co n o m ic  s a l e s  t a r g e t  and s e l l i n g  p r i c e  

d e c i s i o n ,  h i g h e r  c o s t  o f  p r o d u c t l o n t  e x c e s s i v e  o p e r a t i n g  o v e r h e a d s  

and d e f e c t i v e  p r o f i t  t a r g e t s  a f f e c t e d  a d v e r s e l y  t h e  p r o f i t a b i l i t y  

o f  t h e  I n d u s t r i e s  u n d e r  s t u d y .  -

O v e r a l l  Im p act  o f  Use o f  A c c o u n t i n g  I n f o r m a t i o n  i n  
ancljal. ti.gianf ,and c,pn.trgl,on. P^ofItgbj,11

F i n a l l y f  t h e  n a t u r e  o f  o v e r a l l  I m p a c t s  o f  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  on th e  p r o f i t a b i l i t y  

o f  t h e  i n d u s t r i e s  u n d e r  s tu d y  had been i n v e s t i g a t e d  by t h e  P e a r s o n ' s  

c o r r e l a t i o n  c o e f f i c i e n t s  be tw e e n  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  

I n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  and t h e  p r o f i t a b i l i t y  

I n d e x e s  w h ich  had been shown i n  A p p e n d ix  N o .  V X I .
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In t o t a l *  42  ( f o r t y  two)  c o r r e l a t i o n  c o e f  f l c i  e n t s  w o r«  c a l c u l a 

t e d  betw een  t h e  e x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r a a t i o n  in  t h r e e  

a r e a s  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  ( v i z . ,  c a p i t a l  e x j ^ e n d i t u r e ,  

w o rk in g  c a p i t a l f a n d  p r o f i t  d e c i s i o n s  and c o n t r o l )  and each  o f  t h e  

t h r e e  p r o f i t a b i l i t y  i n d e x e s  ( v i s . ,  ROS, ROC and ROI) o f  th e  i n d u s 

t r i e s  c o n c e r n e d *  Among them, 31 ( t h i r t y  o n e )  v a l u e s  o f  c o r r e l a t i o n  

c o e f f i c i e n t s  w e r e  p o s i t i v e  w h i l e  11 ( e l e v e n )  w e re  n e g a t i v e -  s®ven 

p o s i t i v e  v a l u e s  o f  c o r r e l a t i o n  c o e f f i c i e n t s  w e re  s i g n i f i c a n t  a t  *10 

l e v e l  w h e r e in  5 ( f i v e )  v a l u e s  were  s i g n i f i c a n t  a t  . 0 5  l e v e l  and 

no n e  o f  th e  n e g a t i v e  v a l u e s  was s i g n i f i c a n t  a t  . 1 0  l e v e l .  I t  i s  

e v i d e n t  t h a t  t h e r e  was p o s i t i v e  r e l a t i o n s h i p  betw een  t h e  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n  In  f i n ^ f f t d a l  d e c i s i o n s  and c o n t r o l  and t h e  

p r o f i t a b i l i t y  m e a s u r e s .  In f i n e ,  i t  i s  c o n c l u d e d  t h a t  th e  u s e  o f

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n ^ c i a l  d e c i s i o n s  and c o n t r o l  had p o s l *
" r  -

t i v e  I tnpact  on t h e  p r o f i t a b i l i t y  o f  th e  n a t i o n a l i s e d  i n d u s t r i e s
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CHAPTER -  9 

CONCLUDING FRAHEKORK

9 . 1  aiiamafy _q1_ th€_F lna i i i c tJ  i

A c c o u n t i n g  i s  a s y s te m  w hich  g e n e r a t e s  and s u p p l i e s  I n f o n n a t i o n  

and d a t a  t o  be  u s e d  as  i n p u t s  f o r  m a n a g e r i a l  d e c i s i o n s  and c o n t r o l  

p u r p o s e s *  The p r e s e n t  day a c c o u n t i n g  sys te m  p r o v i d e s  i n f o i t n a t i o n  on 

e v e r y  s o r t  o f  a c t i v i t y  o f  t h e  b u s i n e s s  f o r  t h e  s a i d  p u r p o s e *  In  an 

e c o n o m i c  e n t i t y ,  a c c o u n t i n g  p e r f o r m s  two i r e p o r t a n t  s e r v i c e s  f o r  o ianage -  

ment »  i t  a c t s  as the  b e s t  p o s s i b l e  i n f o r m a t i o n  sys tem  and i t  o f f e r s  

p r o f e s s i o n a l  a d v i c e  t o  management i n  i t s  d e c l s i o n * m a k i n g  af>d c o n t r o l  

f u n c t i o n s *  I t s  i m p o r t a n c e  as  t h e  I n p u t s  o r  b a s e s  f o r  e ia n a g e x i a l  

d e c i s i o n s  and c o n t r o l  p u r p o s e s  h as  been w i d e l y  r e c o g n i z e d  i n  d e v e l o p e d  

c o u n t r i e s .  But t h e  p r e s e n t  e c o n o m i c  o r i e n t a t i o n  o f  a c c o u n t i n g  s e e a s  

t o  have n e g l e c t e d  the r o l e  o f  a c c o u n t i n g  as an I n f o r m a t l M i  s y s t e a  f o r  

d e c i s i o n - m a t c i n g .

A c c o u n t i n g  i n f o r m a t i o n ,  i n  t h i s  s t u d y ,  d e n o t e s  a l l  d a t a  and 

i n f o r m a t i o n  p r e s e n t e d  t h r o u g h  f i n a n c i a l  s t a t e m e n t s ,  v i z * .  B a l a n c e  

^ e e t .  P r o f i t  and t*oss A c c o u n t  o r  Incom e S t a t e m e n t ,  and Fund Flow 

S t a t e m e n t .  Over  and a b o v e ,  i n f o r m a t i o n  g e n e r a t e d  t h r o u g h  f i n ^ c l a l  

m a r k e t s .  G overnment  s t a t i s t i c s ,  e c o n o m i s t s ,  f i n a n c i a l  i n t e r m e d i a r i e s  

and a n a l y s t s  a r e  t r e a t e d  as n o n - a c c o u n t i n g  I n f o r m a t i o n  t o  b e  a l s o  

used  as i n p u t s  s i d e  by s i d e  w i t h  a c c o u n t i n g  i n f o i m a t l o n ,  i n  p a r t i c u l a r ,  

f o r  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l .  I t  was o b s e r v e d  t h a t  

a t t e m p t s  t o  u s e  b o th  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  f o r  

management d e c i s i o n s  w e re  o f  r e c e n t  phenomenon and t h e s e  p i o n e e r i n g  

e f f e o r t s  w ere  h e l p f u l  t o  s t i m u l a t e  i n c r e a s i n g  I n t e r e s t s  i n  t h e  s u b j e c t *

Dhaka University Institutional Repository



I t  ha»  b e e n  p o i n t e d  o u t  by the r e s e a r c h e r s  t h a t  a c c o u n t i n g  I n f o x m a t i o n  

was n o t  a d e q u a t e l y  r e f l e c t e d  In  management d e c i s i o n s  and c o n t r o l  f u n c *  

t l o n s  In  d e v e l o p i n g  c o u n t r i e s *  In nany  s i t u a t i o n s  a c c o u n t i n g  i n f o r m a 

t i o n  d o e s  n o t  form t h e  b a s i s  f o r  raanagement d e c i s i o n s  and c o n t r o l  i n  

w h ich  c a s e s  o t h e r  i n p u t s  o r  b a s e s  o f  d e c i s i o n s ,  su ch  as# p a s t  e x p e r i 

e n c e s ,  h u n c h e s ,  quess  w o rk ,  i n t u i t i o n ,  c h a n c e s ,  e t c * ,  w e re  taken i n t o  

a c c o u n t  f o r  t h e  p u r p o s e *  I n a d e q u a t e  o r  lot* u s e  o f  a c c o u n t i n g  i n f o x n a -  

t i o n  by management f o r  t h e  s a i d  p u r p o s e s  may be one  o f  t h e  i m p o r t a n t  

v a r i a b l e s  t o o  f o r  d i sm a l  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  B a n g la d e s h  

n a t i o n a l i s e d  i n d u s t r i e s  which  hav e  g o t  s p e c i f i c  g o a l s  and o b j e c t l v e e *  

Management a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s  was r e s p o n s i b l e  f o r  

r e a l i s i n g  th e  o b j e c t i v e s  e f f e c t i v e l y *  But Management p o l i c y  f o r  

p r o p e r  p r e p a r a t i o n  and e v a l u a t i o n  o f  f i n a n c i a l  s t a t e m e n t s  and o t h e r  

r e p o r t s  to  be  u s e d  as  a c c o u n t i n g  i n f o r m a t i o n  f o r  f i n a n c i a l  d e c i s i o n s  

and c o n t r o l  and t h e i r  f e e d b a c k  a t  a l l  s t a g e s ,  seems t o  h a v e  n o t  been

p r a c t i s e d  R e s p i t e  t h e  f a c t  t h a t  su ch  i n f o r m a t i o n  p l a y s  v i t a l  r o l e  i n
i ,

o a n a g e a e n t  d e c i s i o n s  i n  b o th  p r i v a t e  and p u b l i c  s e c t o r  i n d u s t r i e s .

There  have  been few w r i t i n g s  d e a l i n g  i n  p a r t i c u l a r ,  w i th  t h e  

b e h a v i o u r a l  a s p e c t  o f  the  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c o r r e l a t i o n  

w i t h  g e n e r a l  o r g a n i s a t i o n a l  s t r u c t u r e ,  m a n a g e r i a l  t r a i t s  and l e a d e r 

s h i p  s t y l e *  But t h e r e  has s o  f a r  been  l i t t l e  s t u d y  o f  t h e  u s e  o f  

a c c o u n t i n g  I n f o r m a t i o n  In  m a n a g e m e n t 's  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

o f  th e  n a t i o n a l i s e d  I n d u s t r i e s  i n  B a n g la d e s h *  T h e r e f o r e ,  t h e  e x i s t i n g  

p r a c t i c e  and e x t e n t  o f  u s «  o f  a c c o u n t i n g  I n f o r r a a t i o n  i n  f i n a n c i a l  d e c i 

s i o n s  and t h e  i m p a c t  o f  p r e s e n c e  o r  o t h e r w i s e  o f  s u c h  u s e  o f  a c c o u n t i n g  

i n f o m a t i o n  on the  f i n a n c i a l  p e r f o r m a n c e s  as  seen  t h r o u g h  p r o f i t a b i l i t y  

had  been u n d e r ta k e n  as  t h e  main o b j e c t i v e s  o f  t h e  p r e s e n t  s t u d y *
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Th« s tu d y  I n v e s t i g a t e d  I n t o  the s t a g e s  o f  I n d u s t r i a l  d e v e l o p o e n t  

up t o  n a t i o n a l l y  ) t i o n »  management p a t t e r n  and a c c o u n t i n g  e y s t e o  w i t h  

i t s  a p p r o p r i a t e n e s s  o r  o t h e r w i s e  f o r  d e c i s i o n  o a k i n g  and c o n t r o l  p u r *  

p o s e  and a t t e o p t e d  t o  i d e n t i f y  t h e  p r a c t i c e  and e x t e n t  o f  u s e  o f  such  

a c c o u n t i n g  i n f o n n a t i o n  i n  f i n a n c i a l  d e c i s i o n s .  I t  s o u g h t  t o  e ^ l o r e  

th e  u s e  o f  b o th  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s  i n  c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n «  

t r o l y  w o rk in g  c a p i t a l  d e c i s i o n s  and c o n t r o l ,  and p r o f i t  and p r i c e  

d e c i s i o n s  and c o n t r o l *  The s tu d y  a l s o  exam in ed  the e x i s t i n g  f i n a n c i a l  

r e p o r t i n g  and nanagem ent  i n f o r m a t i o n  s y s te m  p o i n t i n g  o u t  i t s  d e f i c i e n *  

c i e s  and w e a k n e s s e s  i n  t h e  c o n t e x t  o f  u s e  o f  su ch  i n f o r m a t i o n  i n  

management d e c i s i o n s  and c o n t r o l  f u n c t i o n s .  The s t u d y  a l s o  had 

b r o u g h t  t o  l i g h t  c e r t a i n  p r o b l e m s  w h ich  h i n d e r e d  t h e  u s e  by management 

o f  a c c o u n t i n g  I n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  o f  t h e  s e l e c t e d  

i n d u s t r i e s  i n  B a n g l a d e s h .  F i n a l l y  i t  f u r t h e r  a t t e m p t e d  to  b t l o g  i n t o  

l i g h t  t h e  e x t e n t  o f  u s e  a s  w e l l  as  t h e  i m p a c t  o f  su ch  u s e  o r  o t h e r *  

. w i s e  on t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  t h e  i n d u s t r i e s  c o n c e r n e d .

A b r i e f  r e v i e w  o f  I n d u s t r i a l  d e v e l o p m e n t  i n  C h a p t e r - 3  r e v e a l s  

t h a t  t h e  r o l e  o f  p u b l i c  s e c t o r  o r  n a t i o n a l i s e d  i n d u s t r i e s  I n  t h e  

i n d u s t r i a l  d e v e lo p m e n t  o f  t h e  c o u n t r y  h as  g r e a t l y  i n c r e a s e d  and t h e  

w h o le  p a t t e r n  o f  i n d u s t r i a l  o w n e r s h i p  and p o l i c y  h as  u n d e r g o n e  r a d i c a l  

change  s i n c e  t h e  p r o m u l g a t i o n  o f  t h e  B a n g la d e s h  I n d u s t r i a l  E n t e r p r i s e s  

( N a t i o n a l i z a t i o n )  O r d e r ,  1 9 7 2 .  Then t h e  a n a l y s i s  o f  management 

p a t t e r n  o f  t h e  n a t i o n a l i s e d  I n d u s t r i e s  i n d i c a t e s  t h a t  t h e  p o w e r s  and 

t h e  r e s p o n s i b i l i t i e s  o f  th e  t h r e e - t i e r  sys tem  o f  i n d u s t r i a l  m a f ia g M e n t  

have n o t  been c l e a r l y  d e l i n e a t e d ,  management a t  c o r p o r a t i o n  and e n t e r *  

p r i s e  l e v e l s  d o e s  n o t  e n j o y  a d e q u a t e  a u t h o r i t y  and freedCMs f o r  r u n n in g  

t h e  o p e r a t i o n s  o f  t h e  i n d u s t r i e s  on c o m m e r c ia l  l i n e s  and f o r  m in in g
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d e c i s i o n s  on v a r i o u s  a s p e c t s  and c o n t r o l  t h e r e o f *  and a p p r o p r i a t e  

c r i t e r i a  f o r  p e r f o r m a n c e  m easurem en ts  have  n o t  been d e v e l o p e d  thus 

p o i n t i n g  o u t  t h a t  t h e r e  I s  a g r e a t  s c o p e  t o  Iff lprove q u a l i t y  o f  o p e r a 

t i o n s  and management d e c i s i o n s  a t  a l l  l e v e l s *

In  t h e  r e v i e w  o f  a c c o u n t i n g  system i n  th e  n a t i o n a l i s e d  I n d u s -  

t r i e S f  i t  i s  f o u n d  t h a t  th e  a c c o u n t i n g  sys tem  t h a t  imas p r a c t i s e d  

d u r i n g  th e  p r e - 11 be r a t i  on p e r i o d  i n  t h e  i n d u s t r i e s  s e t * u p  by th e  f o r *  

n e r  E a st  P a k i s t a n  I n d u s t r i a l  D e v e lo p m e n t  C o r p o r a t i o n  had been  a d o p t e d  

l a t e r  on by t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n c l u d i n g  i n t e g r a t e d  a e c o u n *  

t i n g  p r a c t i c e *  The p r e s e n t  a c c o u n t i n g  system  d o e s  n o t  I n v o l v e  any 

r e s p o n s i b i l i t y  a c c o u n t i n g  and i s  v i e w e d  more  as  t h e  s y s te m  f o r  r e c o r 

d in g  and r e p o r t i n g  t h e  b u s i n e s s  o p e r a t i o n s  than as  an I n f o r i ^ a t i  on 

system f o r  d e c i s i o n  making*  The p r e s e n t  r e p o r t i n g  s y s te m  t o o  has  n o t  

been d e v e l o p e d  and m o n i t o r e d  f o r  d e c i s i o n - m a k i n g  and, c o n t r o l  p u r p o s e s  

and t h e  e n t e r p r i s e  management seems t o  r e c e i v e  s c a n t y  f e e d b a c k  on t h e  

f i n a n c i a l  s t a t e m e n t s  and r e p o r t s *

As o b s e r v e d  i n  C h a p t e r  4* c a p i t a l  e x p e n d i t u r e  f o r  the p u r p o s e  o f  

t h e  p r e s e n t  s tu d y  i n c l u d e d  e x p e n d i t u r e  w i t h  r e g a r d  t o  new p r o j e c t s *  

b a l a n c i n g t  m o d e r n i s a t i o n  and r e p l a c e m e n t  (BMR) and e x p a n s i o n  programme* 

C a p i t a l  e x p e n d i t u r e  d e c i s i o n s  u n d erw en t  t h r e e  I m p o r t a n t  s t a g e s *  v i z « »  

f o z m u l a t i o n ,  e v a l u a t i o n  and i m p l e m e n t a t i o n *  At f o r m u l a t i o n  s t a g e *  

p r e p a r a t i o n  o f  l o n g - t e r m  f o r e c a s t s *  c o m p i l a t i o n  o f  c a s h  f o r e c a s t s  

and annual  c a p i t a l  b u d g e t  w e re  r e q u i r e d *  I t  f u r t h e r  r e q u i r e d  p r o j e c t  

p r o f i l e *  p r o j e c t  d e s c r i p t i o n *  c o s t  e s t i m a t e s *  f i n a n c i n g ,  b e n e f i t s *  

manpower r e q u i r e m « n t s *  work s c h e d u l e  and p r o j e c t  a n a l y s i s *  Then t h e  

v a r i o u s  t e c h n i q u e s  a p p l i e d  f o r  p r o j e c t  e v a l u a t i o n  s t a g e  w e r e t  

i n t e r n a l  r a t e  o f  r e t u r n *  r e t u r n  on i n v e s t m e n t *  pay  back method*  

r e t u r n  on c a p i t a l  em ployed*  b e n e f i t - c o s t  r a t i o  a n a l y s i s *  n e t  p r e s e n t

340

Dhaka University Institutional Repository



v a l u e  m ethod  and s i t u a t l o n a i - b e n e f l t  a n a l y s i s  twhich a re  a l l  r e l a t e d  

w i t h  a c c o u n t i n g  i n f o r m a t i o n .  The u s e  o f  a c c o u n t i n g  i n f o x m a t i o n  a t  

t h e s e  s t a g e s  taias i n s u f f i c i e n t  due t o  th e  f o l l o w i n g  p r o b l e n s i  p r o c e 

d u r a l  c o m p l e x i t i e s  a t  i m p l e i n s t a t i o n  s ta g O t  d e l a y  i n  p r o c u r i n g  «nd  

n o n - a v a i l a b i l i t y  o f  l i n e d  up c r e d i t *  l a c k  o f  b a s i c  and r e c f u i r e d  d a t a  

and i n f o r m a t i o n  frotn e x i s t i n g  as v e i l  as  s i m i l a r  t y p e s  o f  e n t e r p r i s e s f  

d e l a y  i n  c o l l e c t i n g  such  i n f o r n t a t i o n *  l a c k  o f  s k l l l e d - h a n d s  i n  p r e p a *  

r a t i o n  and e v a l u a t i o n  s t a g e s f  ra«3id c h a n g e s  o f  e c o n o m i c  f a c t o r s  

I n c l u d i n g  f r e q u e n t  p r i c e  f l u c t u a t i o n s  b o th  a t  home and abroad*  l l o l t a *  

t i o n s  o f  m a r k e t  f o r  f i n i s h e d  p r o d u c t s *  f i n a n c i a l  p r o b l e m s  i n  c h o o s i n g  

a l t e r a t i v e s f  c o m p l e x i t i e s  i n  p u r c h a s e  f o x i n a l i t i e s  and m a ^ l n e r y  

Im p o r t s *  l i m i t a t i o n s  o f  a p p r o v e d  b u d g e t s *  I n a c c u r a c y  o f  I n f o z f f l a t l o n  

and d a t a  r e c e i v e d  f o r  t h e  p u r p o s e *  e t c *

As o b s e r v e d  i n  S e c t i o n  3 o f  C h a p t e r  4 ,  c a p i t a l  e x p e n d l ^ r e  

d e c i s i o n  a r e a s  i n c l u d e d  c a p i t a l  e x p e n d i t u r e  req|uire(Qttn t s «  c a p i t a l  

s t r u c t u r e  and c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  . w h e r e i n  t h e  u s e  

o f  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  had been e x t e n s i v e l y  

e x a m in e d .  E l e m e n t - w i s e  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  and a l l o c a 

t i o n  t h e r e o f  w ere  d e t e r m in e d  on t h e  b a s i s  o f  a c t u a l  c o s t  o f  s l s l l a r  

p r o j e c t s *  l o c a l  m ark e t  r a t e s *  e c o n o m i c  t r e n d s *  and d e p a r t m e n t a l  r o u g h  

e s t i m a t e s  i n  c a s e  o f  t h e  p r e - c o n s t r u c t i o n  and the  c o n s t r u c t i o n  e x p e n 

d i t u r e  i t e m s *  w h i l e  i n t e x n a t l o n a l  m a r k e t  s i t u a t i o n s *  i n t e z n a t l o n a i  

i n f o r m a l  I n q u i r y *  e t c * *  were  c o n s i d e r e d  I n  c a s e  o f  t h e  I m p o r t e d  

m a c h in e r y  and e q u ip m e n t s  i t e m s .  As such*  t h e r e  had been m o r e  u s e  

o f  n o n - a c c o u n t i n g  d a t a  than a c c o u n t i n g  o n e s  I n  d e c i s i o n s  f o r  c a p l t s i  

e x p e n d i t u r e  r e q u i r e m e n t s  and a l l o c a t i o n s  o f  su ch  c o i t a l  e x p e n d i t u r e  

I t e m s  I n  t h e  s e l e c t e d  I n d u s t r i e s *
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V a r i o u s  f a c t o r *  l l k «  a c t u a l  c o s t  o f  s l o i i l a r  p r o j e c t S t  l o c a l  and 

I n t e r n a t i o n a l  m a r k e t  s i t u a t i o n s ,  d « p a r t n i « n t a l  r o u g h  d s t l i s a t e s f  assutnp- 

t l o n t p  e t c * .  Mere a l s o  c o n s i d e r e d  f o r  d e c i d i n g  t h e  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  o f  14 new p r o j e c t s  e s t a b l i s h e d  d u r i n g  t h e  B a n g la d e s h  

p e r i o d ,  1 9 7 2 - 1 9 8 2 .  Of them n o n * a c c o u n t i n g  i n f o r m a t i o n ,  v i z * ,  i n t e r *  

n a t i o n a l  m a r k e t  s i t u a t i o n s ,  and e n q u i r i e s ,  d e p a r t m e n t a l  rough e s t lB ia*  

t e s ,  a s s u m p t i o n s ,  f i x e d  a v e r a g e s f  e t c *  hsd been  more u s e d  than a c c o u n *  

t i n g  I n f o r m a t i o n ,  v i z * ,  a c t u a l  c o s t  o f  s l a i l a r  and e x i s t i n g  p r o j e c t s  

f o r  the  a b o v e  p u r p o s e s *  B e s i d e s  t h e  a b o v e  f a c t o r s *  v a r i o u s  o t h e r  

r e l a t e d  f a c t o r s  as  o p i n e d  by the r e s p o n d e n t s  w e re  a l s o  c o n s i d e r e d  f o r  

c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n s *  These  w e re  f u t u r e  p r o f i 

t a b i l i t y ,  s o c i a l  c o n s i d e r a t i o n ,  f l n ^ c i a l  and e c o n o m ic  v i a b i l i t y ,  c o s t  

o f  a c q u i r i n g  land  and la n d  d e v e l o p m e n t ,  b u i l d i n g ,  m a c h i n e r y ,  e t c . ,  

c o s t - b e n e f l t  r a t i o  a n a l y s i s *  t e c h n i c a l  v i a b i l i t y ,  a v a i l a b i l i t y  o f  

f o r e i g n  and l o c a l  fu n d s *  e x i s t i n g  and s i m i l a r  e n t e r p r i s e s '  f i n a n c i a l  

r e p o r t s ,  m a r k e t a b i l i t y  o f  p j p d u c t s *  c h a n g e s  i n  f o r e i g n  e x c h a n g e  r a t e s *  

c o s t  o f  t r i a l  p r o d u c t i o n ,  e t c .

O r i g i n a l  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  w e re  r e v i s e d  due t o  

V a r i o u s  r e a s o n s  which  w ere  s t a t e d  as> p r i c e  e s c a l a t i o n  a b ro a d *  I n f l a 

t i o n  a t  home m a r k e t ,  la c k  o f  s k i l l e d - h a n d s  a t  I m p l e m e n t a t i o n  s t a g e ,  

la c k  o f  f o r e i g n  l i n e d - u p  c r e d i t *  d e l a y  i n  a p p r o v a l  o f  t h e  p r o p o s e d  

p r o j e c t s ,  d e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y  and r e v a l u a t i o n  o f  

f o r e i g n  e x c h a n g e  r a t e s *  and d e l a y  i n  s h ip m e n t  o f  p l a n t  and m a c h in e 

r i e s  by the  f o r e i g n  s u p p l i e r s .  Of them ,  n o n - a c c o u n t i n g  f a c t o r s  o u t 

w e igh e d  th e  a c c o u n t i n g  f a c t o r s *

As o b s e r v e d  i n  C h a p t e r  4 . 3 ( b ) ,  v a r i o u s  i n f l u e n c i n g  f a c t o r s  w e re  

c o n s i d e r e d  i n  making c a p i t a l  s t r u c t u r e  d e c i s i o n  and t h e s e  tsere  ■
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n a t u r e  and requ ir t tm enta  o f  an i n d i v i d u a l  e n t « r p r i s « f  r e l a t i v e  c o s t s f  

r e l a t i v e  r i s k s *  r e l a t i v e  r e t u r n s  and a v a i l a b i l i t y  o f  f u n d s *  The 

C o n t r o l l e r  o f  C a p i t a l  I s s u e s  had p r e s c r i b e d  5 0 t 5 0  d e b t - * e ^ l t y  r a t i o  

as  t h e  c a p i t a l  s t r u c t u r e  f o r  t h e  i n d u s t r i a l  e n t e r p r i s e s  un d er  t h e  

s e l e c t e d  i n d u s t r i e s  i n  B a n g la d e s h *  The e q u i t y - d e b t  r a t i o ,  on an 

a v e r a g e i  o f  the  e n t e r p r i s e s  d u r i n g  t h e  p e r i o d  o f  t b ^  r  e s t a b l i s h f f l e n t *  

1 9 5 1 - 5 2  t o  1 9 7 1 - 7 2  and 1 9 7 2 - 7 3  t o  1 9 3 1 -8 2 *  w ere  4 7 i 5 3  and 4 4 i 5 6  r e s 

p e c t i v e l y  showing  m ore  r e l i a n c e  on d e b t  C a p i t a l  i n  th e  p o s t - l i  b « r a t i o n  

p e r i o d *  There  was h i g h l y  d i s p r o p o r t i o n a t e  r a t i o  i n  c a p i t a l  s t r u c t u r e  

o f  t h e  I n d u s t r i e s  d u r i n g  t h e i r  o p e r a t i n g  p e r i o d *  v i z * *  l S s 8 2  f o r  J u t e *  

2 6 t7 4  f o r  C o t t o n *  3 6 i 6 4  f o r  Sugar and Food* I 6 t 8 4  f o r  S t e e l  and 

E n g i n e e r i n g  and 23*7 7  f o r  C h e m ic a l*  T h i s  r e s u l t e d  i n  a v e r y  h ig h  

r a t e  o f  d e b t  c o i t a l  w ith  b i g  aaou n t  o f  i n t e r e s t  t h e r e o n  thus  a f f e c 

t i n g  t h e  v e r y  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s *

As s e e n  i n  C h a p t e r  4 * 3 ( c ) * . a n  a n a l y s i s  o f  the  c a p i t a l  e x p e n d i t u r e
 ̂ l'

f i n a n c i n g  d e c i s i o n  i n d i c a t e s  t h a t  a l m o s t  90 p e r c e n t  o f  f o r e i g n  c u r r e n c y  

Was f i n a n c e d  by i n s t i t u t i o n a l  d e b t  c a p i t a l  r e q u i r i n g  m ore  G overnm ent  

e q u i t y  c a p i t a l  t o  f i n a n c e  c a p i t a l  e x p e n d i t u r e  o f  t h e  p r o j e c t s *  The 

same a n a l y s i s  a l s o  e x h i b i t s  g r e a t  i m p o r t a n c e  o f  l o c a l  c u r r e n c y  i n  t h e  

i n d u s t r i a l  d e v e l o p m e n t  o f  th e  c o u n t r y  and i t  was e v i d e n t  t h a t  36 p e r  

c e n t  o f  t h e  a c t u a l  l o c a l  c u r r e n c y  was s u p p l i e d  by Governm ent  d e b t  

c a p i t a l *  A l l  i n d u s t r i e s  u n d e r  s tu d y  e x c e p t  C o t t o n  T e x t i l e  u s e d  m ore  

d e b t  c a p i t a l  than e q u i t y  c a p i t a l  and s w i t c h e d  o v e r  from e q u i t y  c a p i t a l  

t o  d e b t  C a p i t a l  t o  f i n a n c e  the  c a p i t a l  e x p e n d i t u r e  o r  g r o s s  f i x e d

a s s e t s  d u r i n g  th e  o p e r a t i n g  p e r i o d *  The d e c i s i o n  o f  s u c h  f i n a n c i n g  
t i g h t

p a t t e r n  sr. have a d v e r s e  e f f e c t s  on t h e  p r o f i t a b i l i t y  o f  t h e  I n d u s t r i e !  

by t h e  l a r g e  anount  o f  i n t e r e s t  c h a r g e s  p a i d  f o r  the  b o r r o w e d  c a p i t a l *
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As o b s e r v e d  i n  S e c t i o n  4 o f  C h a p t e r  4 ,  c e r t a i n  f o r m s  were used  

f o r  e f f e c t i v e  c a p i t a l  e x p e n d i t u r e  c o n t r o l  and t h e s e  w e r e *  c o s t * 8 h « e t  

d e t a i l i n g  th e  p h a a e - w i g e  e x p e n d !  t u r e »  p r o g r e s s  r e p o r t  a b o u t  t h e  p h a s e  

w i s e  i m p l e m e n t a t i o n ,  a u t h o r i z a t i o n  form  t o  i n c u r  the e x p e n s e s  f o r  

d i f f e r e n t  i t e m s  and p o s t - a u d i t  r e p o r t s .  Then th e  c o n t r o l  m e th o d s  

i n c l u d e  b o t h  t h e  t r e a s u r y  c o n t r o l  and b u d g e t a r y  c o n t r o l  m e a s u r e s *  

T r e a s u r y  c c m t r o l  m e th o d s  w ere  n o t  a d e q u a t e  f o r  t h e  p u r p o s e  b e c a u s e  

t h e r e  was no p r o v i s i o n  f o r  c o n d u c t i n g  p o s t - a u d i t  o f  c a p i t a l  e x p e n d i 

t u r e  and t h e  p r o g r e s s  r e p o r t  on c a p i t a l  e x p e n d i t u r e  d i d  n o t  show 

p r o p e r  a n a l y s i s  o f  t h e  v a r i o u s  i t e m s  o f  a c t u a l  c o s t s .  On the o t h e r  

hand,  t h e  b u d g e ta r y  c o n t r o l  p r o v i s i o n s  w e re  a l s o  d e f e c t i v e  i n  t h e  

s e n s e  t h a t  c a p i t a l  b u d g e t i n g  s e r v e d  o n l y  t r e a s u r y  r e q u i r e m e n t s  nhi ch 

ga ve  more e m p h as is  on t h e  p r o p r i e t y  and a u t h e n t i c i t y  o f  s u c h  f i n a n c l « l  

t r a n s a c t i o n s  r a t h e r  than  s e r v e d  as a t o o l  o f  m a n a g e r i a l  ^ n t r o l *  The
___ I' _

r e s u l t  Was t h a t  i t  showed t h e  i n c r e a s e  o f  a c t u a l  c o s t s  o v e r  o r i g i n a l  

and r e v i s e d  c a p i t a l  e x p e n d i t u r e  r e c ^ i f e o e n t s ,  thus  n e c e s s i t a t i n gV ___. I I

1]'
r e v i s i o n  o f  o r i g i n a l  e s t i m a t e s  i n  w h ich  c a s e  v a r i o u s —f a c t u a l - b a s e s -  

o r  d e t e r m i n a n t s  w e re  taken  i n t o  a c c o u n t  anong whom p r i c e - e s c a l a t l o n  

a t  home and a b r o a d ,  d e v a l u a t i o n  o f  B a n g la d e s h  c u r r e n c y ,  h i g h e r  

i n t e r e s t  r a t e s  on f o r e i g n  d e b t ,  e t c « »  m i g h t  be  w o r t h m e n t l o n i n g .  The 

b a s e s  o r  r e a s o n s  s t a t e d  ab o v e  w ere  r e l a t e d  more o r  l e s s  w i t h  non

a c c o u n t i n g  i n f o r m a t i o n .  The e x t e n t  o f  u se  o f  n o n - a c c o u n t i n g  i n f o r m a 

t i o n  o r  f a c t o r s  i n s t e a d  o f  a c c o u n t i n g  i n f o r m a t i o n  o^ f a c t o r s  was v e r y  

h ig h  r e g a r d i n g  d e c i s i o n s  f o r  r e v i s i o n  o f  o r i g i n a l  c a p i t a l  e x p e n d i t u r e  

r e q u i r e m e n t s  and f o r  making c o n p a r a t i v e  s tu d y  o f  t h e  a c t u a l  c o s t s  

w i t h  t h e  o r i g i n a l  and t h e  r e v i s e d  c a p i t a l  e iq p e n d l tu r e  r e c f i i r o n e n t s  

as  a m a t t e r  o f  b u d g e t a r y  c o n t r o l  I n  t h e  s e l e c t e d  I n d u s t r i e s *
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In  t h «  o p e r a t i n g  p e r i o d »  t h e  e m p h as is  l e  on t h e  m a i n t e n a n c e  o f  

an a d e q u a t e  l e v e l  o f  l i q u i d i t y  and t h e  m i n l r a i z a t l o n  o f  t h e  c o s t  o f  

s h o r t - t e x m  fu n d s  t h r o u g h  w ork ing  c a p i t a l *  D ur ing  t h i s  p e r i o d ^  v e r l o u s  

a s p e c t s  o f  u o r k i n g  c a p i t a l  d e c i s i o n s  and c o n t r o l  which  i n c l u d e  d e t e r *  

m i n a t i o n  o f  s h o r t - t e r r a  o b j e c t i v e s  and p o l i c i e s t  w o rk in g  c a p i t a l  

re q u lre n te n ts *  w ork ing  c a p i t a l  s t r u c t u r a l  c o m p o n e n t s ,  w o rk in g  c o i t a l  

f i n a n c i n g  and i t s  c o n t r o l  w e re  u n d e r t a k e n .

As o b s e r v e d  i n  C h a p t e r  5 ,  t h e  s h o r t - t e n n  o b j e c t i v e s  o f  t h e  I n d u s -  

t r i e s  u n d e r  s tu d y  w e r e  g e n e r a t i n g  p r o f i t s *  minlrai s in g  c o s t  o f  s h o r t *  

term f u n d s ,  o a i n t e n a n c e  o f  l i q u i d i t y ,  f i n a n c i n g  o f  w o r k i n g  c o i t a l  

r e q u i r e m e n t s  and f u l l  c a p a c i t y  u t i l i z a t i o n  and I t  a p p e a r s  t i i a t  t h e  

same f i n a n c i a l  o b j e c t i v e s  w ere  m o s t l y  r e l a t e d  w i th  a c c o u n t i n g  d im en* 

s l o n s «  F u r t h e r ,  th e  s h o r t - t e n a  p o l i c i e s  w ere  opt iinun s i c e  o f  w o r k i n g  

c a p i t a l ,  s o u r c e s  o f  f i n a n c e  f o r  w o r k in g  c a p i t a l ,  sound c r e d i t  and 

c o l l e c t i o n  p o l i c i e s ,  p r o p e r  i n v e n t o r y  d e c i s i o n s ,  sound  c a s h  d e c i s i o n -  

and employment o f  r e t a i n e d  e a r n i n g s  f o r  c a p a c i t y  e x p a n s i o n  and i t  

ap p e a rs  t h a t  t h e  s a ^ e  s h o r t - t e r m  f i n a n c i a l  p o l i c i e s  were  m o s t l y  r e l a t e d  

w i t h  n o n > a c c o u n t l n g  i n f o r m a t i o n  than w i t h  a c c o u n t i n g  I n f o n n a t i o n .

As o b s e r v e d  In  C h a p te r  3 ,  th e  s tu d y  r e v e a l s  t h a t  the  v .oxking 

c a p i t a l  d e c i s i o n s  and c o n t r o l  w e re  n o t  e f f e c t i v e  due t o  v a r i o u s  r e a s o n s .  

F i r s t l y ,  bo th  a c c o u n t i n g  and n o n - a c c o u n t i n g  f a c t o r s  were  c o n s i d e r e d  

f o r  d e c i d i n g  w o rk in g  c a p i t a l  r e q u i r e m e n t s .  The f a c t o r s  w ere  i d e n t i f i e d  

i n  C h a p t e r  5 . 2  and a c l o s e  l o o k  i n t o  t h e  same f a c t o r s  r e v e a l s  t h a t  the  

e s t i m a t e  o f  w o rk in g  c a p i t a l  r e q u i r e m e n t s  was m a i n l y  b a s e d  on i n t u i t i o n  

and hun ches  o f  t h e  p l a n n e r s ,  i n s t e a d  o f  f a c t u a l  d a t a .  F u r t i i e r ,  I t  was 

o b s e r v e d  t h a t  t h e r e  was r e l a t i v e l y  l e s s  u s e  o f  l o n g - t e r m  fu n d s  o r  share*
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h o l d e r s  e q u i t y  i n  tho  i n d u s t r i e s *  Low r a t i o  i n d i c a t e s  t h e  p o o r  l i q u l ~  

d i t y  p o s i t i o n  o f  t h e  i n d u s t r i e s  I . e .  t h e  s i z e  o f  w o r k i n g  c a p i t a l  was 

n o t  s u f f i c i e n t  enough i n  th e  s e l e c t e d  i n d u s t r i e s *

S e c o n d l y ,  i n v e n t o r y  d e c i s i o n  seems t o  be  p o o r  i n  m o s t  o f  t h e  

i n d u s t r i e s *  V a r i o u s  d e t e r m i n a n t s  w ere  taken  i n t o  c o n s i d e r a t i o n  f o r  

d e c i d i n g  optimum s i z e  o f  i n v e n t o r y  w h ich  were t l e a d  t im e t  c a p a c i t y  

u t i l i z a t i o n ,  p r i c e  o f  raw m a t e r i a l s ,  s t o r a g e  f a c i l i t i e s ,  c o s t  o f  

c a r r y i n g  i n v e n t o r y ,  d e g r e e  o f  o b s o l e s c e n c e s ,  e t c *  Thus both  a c c o u n *  

t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  o r  f a c t o r s  w e r e  c o n s i d e r e d  o f  

w hich  n o n - a c c o u n t i n g  i n f o r m a t i o n  o r  f a c t o r s  g o t  p r o m i n a n c e  o v e r  t h e  

a c c o u n t i n g  o n e s *  D i f f e r e n t  m ethods  w e r e  a p p l i e d  f o r  t e s t i n g  t h e  ade

quacy o r  o t h e r w i s e  o f  t h e  s i z e  o f  i n v e n t o r y  and t h e  m e t h o d s  w ere  

number o f  months* v a l u e  o f  p r o d u c t i o n ,  i n v e n t o r y  t u r n o v e r  r a t i o ,  

s a f e t y  s t o c k  t e c h n i q u e ,  optimum i n v e n t o r y  o r  e c o n o m i c  o r d e r  q u a n t i t y ,  

qu ick  r a t i o ,  i n t e r e s t  e a r n e d  r a t i o *  e t c *  I t  a p p « a r s ^  m e th o d s

usdd  f o r  t e s t i n g  t h e  a d e q u a cy  o f  t h e  s i z e  o f  i n v e n t o r y  w e re  b a s e d  

m o s t l y  on n o n - a c c o u n t i n g  i n f o r m a t i o n *  An a n a l y s i s  o f  th e  a b o v e  m e th o d s  

s i g n i f i e s  t h a t  due to  more u se  o f  n o n - a c c o u n t i n g  i n f o z m a t i o n  t h e r e  

had been u n d e r i n v e s t m e n t  i n  the i n v e n t o r i e s  ham per ing  t h e  norm al  p r o 

d u c t i o n  as w e l l  as th e  s u p p l y  o f  f i>^ ished  p r o d u c t s  to  s a t i s f y  the 

c u s to m e r s *  r e q u i r e m e n t s *  I t  u l t i m a t e l y  a f f e c t e d  the  p r o f i t a b i l i t y  o f  

t h e  i n d u s t r i e s *  The e n t e r p r i s e s  d i d  n o t  a p p l y  m odem  t e c h n i q u e s  o f  

i n v e n t o r y  d e c i s i o n  and c o n t r o l  due t o  n o n - a v a i  l a b i l i t y  o f  q u a l i f i e d  

and p r o f e s s i o n a l l y  t r a i n e d  f i n a n c i a l  m anagers  and e x e c u t i v e s ,  e f f i c i e n t  

o r g a n i z a t i o n  and c o n d u c i v e  management c l i m a t e *  F u r t h e r ,  p o o r  s t o r e s  

management was a l s o  a n o t h e r  r e a s o n  f o r  u n d e r i n v e s t m e n t  o f  i n v e n t o r y  

i n  t h e  s e l e c t e d  i n d u s t r i e s *
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T h i r d l V t  c r e d i t  and c o l l e c t i o n  p o l l c l * *  s i g n i f i c a n t l y  I n f l u e n c e d  

t h e  w o r k in g  c a p i t a l  r e c ]u i r e m e n t e «  A c c o u n t s  r e c e i v a b l e  p o l i c y  a p p e a r e d  

t o  be  unsound  i n  m o s t  o f  t h e  e n t e r p r i s e s  under  s e l e c t e d  i n d u s t r i e s  

b e c a u s e  t h e  amount o f  c l o s i n g  a c c o u n t s  r e c e i v a b l e s  h e ld  by thect wa8 

h i g h l y  e x c e s s i v e  i f  c o n s i d e r e d  b o t h  i n  terras o f  a b s o l u t e  f i g u r e s  and 

a v e r a g e  c o l l e c t i o n  p e r i o d *  The main r e a s o n s  f o r  such  p o s i t i o n  were  

s t a t e d  t o  be  l i b e r a l  c r e d i t  s a l e s *  unsound c o l l e c t i o n  p o l i c y ,  p o o r  

d e c i s i o n  f o r  c r e d i t  t e r m s ,  c r e d i t  r i s k s  and c a s h  d i s c o u n t -  As o b s e r v e d  

i n  S u b - S e c t i o n  ( b )  i n  S e c t i o n  3 o f  C h a p t e r  5 ,  c e r t a i n  f a c t o r s  w ere  

c o n s i d e r e d  f o r  d e c i d i n g  t h e  s i z e  o f  a c c o u n t s  r e c e i v a b l e s  w h ich  w ere  

c r e d i t  terms o r  p o l i c y ,  c o l l e c t i o n  p e r i o d ,  c a s h  d i s c o u n t ,  s e l e c t i o n  

o f  c r e d i t  r i s k s ,  e t c *  F a c t o r s  c o n s i d e r e d  h e r e  c o v e r e d  more  non *  

a c c o u n t i n g  i n f o r m a t i o n  than a c c o u n t i n g  i n f o r m a t i o n .  F u r t h e r ^  a c c o u n t s  

r e c e i v a b l e s  t u r n o v e r  and a a v e r a g e  c o l l e c t i o n  p e r i o d  m e th o d s  w e r e  a p p l i e d  

f o r  t e s t i n g  th e  a d e q u a cy  o r  o t h e r w i s e  o f  t h e  a c c o u n t s  r e c e i v a b l e s  and 

t h e s e  m e th o d s  w e re  b a s e d  m o s t l y  on a c c o u n t i n g  i n f o r m a t i o n  i than on fvon-
M —

a c c o u n t i n g  I n f o r m a t ! o n . "  ̂  ̂ _

F o u r t h l y ,  c a s h  d e c i s i o n ,  a n o t h e r  I m p o r t a n t  e l e m e n t  o f  w o r k i n g  

c a p l t a l f f  I n v o l v e s  th e  f o r m u l a t i o n  o f  c a s h  p o l i c i e s  and p r o c e d u r e s  

based  on normal and abnormal  r e q u i r e m e n t s  o f  t h e  e n t e r p r i s e *  Cash 

d e c i s i o n  seemed t o  be  p o o r  i n  m o s t  o f  t h e  e n t e r p r i s e s  u n d e r  s e l e c t e d  

i n d u s t r i e s  I n  t h e  s e n s e  t h a t  c l o s i n g  c a s h  and bank b a l a n c e  as  h e l d  by 

t h e  e n t e r p r i s e s  w ere  i n s u f f i c i e n t  and much l o w e r  than  t h e  b u d g e t  

e s t i m a t e s *  V a r i o u s  r e a o n s  r e s p o n s i b l e  f o r  t h i s  p o s i t i o n  w e r e )  

i n a c c u r a t e  c a s h  f o r e c a s t i n g ,  unsound  c a s h  r e c e i p t  £0id  d i s b u r s e m e n t  

p o l i c i e s  and p o o r  c r e d i t  and c o l l e c t i o n  p o l i c y .  V a r i o u s  f a c t o r s  w e r e  

taken  i n t o  a c c o u n t  f o r  d e c i d i n g  t h e  ca s h  recpJ lrem ents  I n  t h e  e n t e r p r i s e s
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u nd er  s e l e c t e d  i n d u s t r i e s  and t h e s «  Mere p a s t  e x p e r i e n c e s  ba s e d  on 

h i s t o r i c a l  i n f o m a t i o n f  p r e p a r i n g  c a s h  f o r e c a s t s *  u s e  o f  b a l a n c e -  

s h e e t  d a t a ,  n a t u r e  o f  b u s i n e s s  e n t e r p r i s e s t  s t a t u s  o f  i n v e n t o r y »  

c r e d i t  p o l i c y  o f  t h e  e n t e r p r i s e s *  s e a s o n a l  r e q u i r e m e n t s ,  v o l u m e  o f  

s a l e s  i n  r e l a t i o n  t o  f i x e d  a s s e t s ,  s t a t u s  o f  r e c e i v a b l e s ,  p r o c e d u r e  

o f  payment o f  c u r r e n t  l i a b i l i t i e s  and s o  o n .  F a c t o r s  c o n s i d e r e d  f o r  

th e  same p u r p o s e  c o v e r e d  b o th  a c c o u n t i n g  and non -accou n t in rg  i n f o r m a 

t i o n  and o f  them, n o n * a c c o u n t i n g  i n f o r m a t i o n  vtere g i v e n  nt^ro i m p o r 

t a n c e  than a c c o u n t i n g  i n f o r a a t i o n *  C e r t a i n  m e th o d s  l i k e  c a s h  b u d g e t ,  

cash  f l o w  s t a t e m e n t ,  f i n a n c i a l  r e p o r t s ,  r a t i o  c h a r t s ,  bank r e c o n c i l i a 

t i o n  s t a t e m e n t s  and b r e a k - e v e n  p o i n t s  w e r e  a p p l i e d  f o r  cash  c o n t r o l *

A l l  t h e s e  m ethods  u se d  f o r  cash  c o n t r o l  w ere  ba s e d  on a c c o u n t i n g  

i n f o r m a t i o n .

F i f t h l y ,  t h e r e  u e r e  v a r i o u s  s o u r c e s  o f  f i n a n c i n g  Working c a p i t a l  - 

r e q u i r e m e n t s  and t h e s e  w ere  bank s h o r t - t e r m  b o r r o M i n g s ,  l o n 9 - t e r ali I ■
b o r r o w i n g s ,  t r a d e  d u e s  and su n d ry  c r e d i ^ t o r s ,  e c f u l t y ,  n o n -b ^ p k  s h o r t 

term b o r r o w i n g s  a^d r e t a i n e d  e a r n i n g s .  Loan from  f i n a n c i a l  i n s t i t u 

t i o n s  was t h e  main s o u r c e  o f  f i n a c i n g  w o rk in g  c a p i t a l  i n  th e  n a t i o n a 

l i s e d  i n d u s t r i e s *  The main r e a s o n  f o r  t h i s  s i t u a t i o n  was n o n - a v a i l a -  

b i l i t y  o f  i n t e r n a l  s o u r c e s  l i k e  r e t a i n e d  e a r n i n g s  and a c c u c i u l a t e d  

d e p r e c i a t i o n  due t o  heavy  l o s s e s  i n c u r r e d  i n  t h e  e n t e r p r i s e s ,  V a x l o u s  

f a c t o r s  o r  b a s e s  were  ta k e n  i n t o  a c c o u n t  i n  w o o i n g  c a p i t a l  f i n a n c i n g  

d e c i s i o n s  which  were l i q u i d i t y ,  e x i s t i n g  d e b t - e q u i t y  r a t i o ,  p r o f i t a 

b i l i t y ,  r e s e r v e  p o s i t i o n ,  grow th  o r  s a l ^ t  management p a t t e r n ,  s e c u r i t y ,  

t o t a l  n e t  v^orth, e t c .  These f a c t o r s  c o v e r  both  a c c o u n t i n g  and non

a c c o u n t i n g  i n f o r m a t i o n  o f  w h ich  t h e r e  was t r em en dou s  u s «  o t  a c c o u n t i n g  

i n f o r m a t i o n  f o r  d e c i d i n g  w ork ing  c a p i t a l  f i n a n c i n g .
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AS o b s e r v e d  i n  S e c t i o n  5 o f  C h a p t e r  5 t  w o r k in g  c a p i t a l  c o n t r o l  

m e a su re s  w ere  n o t  s u f f i c i e n t  enough i n  t h e  s e l e c t e d  i n d u s t r i e s  f o r  

v a r i o u s  r e a s o n s .  F i r s t i y t  t h e  w o rk in g  c a p i t a l  r e q u i r e o i e n t s  d e c i s i o n  

was b a s e d  m o s t l y  on h u n ch e s  and i n t u i t i o n *  i n s t e a d  o f  f a c i a l  d a ta *  

S e c o n d l y ,  the  annual c a p i t a l  b u d g e t s  w e re  p r e p a r e d  on t r a d i t i o n a l  

l i n e s  w here  p r o j e c t i o n s  and e s t i i s a t e s  w e r e  d o n e  f o r  e x p e n s e s  and 

r e c e i p t s  i n  f i n a n c i a l  t e r m s .  T h l r d l y »  t h e  b u d g e t  showed t h e  c l a s s i 

f i c a t i o n  o f  e x p e n s e s  b r o a d l y  b a s e d  on o b j e c t s  o f  e x p e n d i t u r e  bu t  i t  

f a i l e d  t o  show e x p e n d i t u r e  by a c t i v i t i e s  and by f i n a l  r e s u l t s .  F o u r t h l y ,  

s ta n d a r d  c o s t i n g  and v a r i a n c e  a n a l y s i s  t e c h n i q u e s  which  a r e  e s s e n t i a l  

f o r  b u d g e t a r y  c o n t r o l  p u r p o s e s  wore  n o t  p r o p e r l y  appl i«<*  i n  t h e  e n t e r 

p r i s e s  u n d e r  s e l e c t e d  i n d u s t r i e s .  These  r e a s o n s  w e r e  r e s p o n s i b l e  f o r  

p o o r  c o n t r o l  i n  w ork ing  c a p i t a l  e l e m e n t s  r e s u l t i n g  i n  u n f a v o u r a b l e  

v a r i a n c e s  between t h e  b u d g e t e d  and th e  a c t u a l  t o t a l  c o s t s  o f  p r o d u c 

t i o n  t h e r e b y  a f f c c t i n g  t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  c o n c e r n e d .

A n o th e r  i m p o r t a n t  a r e a  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  i s  

p r o f i t  d e c i s i o n s  and c o n t r o l  w h ich  a r e  d e a l t  w i th  t h e  o p e r a t i n g  p e r i o d  

o f  an e n t e ^ r i s e .  As o b s e r v e d  i n  C h a p t e r - 6 ,  p r o f i t  d e c i s i o n s  and 

c o n t r o l  i n  the  e n t e r p r i s e s  u n d e r  s e l e c t e d  i n d u s t r i e s  w e r e  s a i d  t o  be 

unsound and i n e f f e c t i v e  b e c a u s e ,  among t h e  f a c t o r s  c o n s i d e r e d  i n  v a r i o u s  

a s p e c t s  o f  t h i s  d e c i s i o n  and c o n t r o l  a r e a »  th e  u se  o f  a c c o u n t i n g  i n f o r 

m at io n  f o r  t h e  p u r p o s e  was low and i n a d e q u a t e ^  V a r i o u s  p i e c e s  o f  

i n f o r m a t i o n  were taken i n t o  a c c o u n t  w h i l e  d e c i d i n g  p r o f i t  t a r g e t s  o f  

t h e  n a t i o n a l i s e d  e n t e r p r i s e s  and t h e s e  were c o s t  o f  p r o d u c t i o n ,  p r e 

v i o u s  y e a r ' s  p r o f i t  f i g u r e s ,  vo lum e o f  s a l e s ,  amount o f  c a p i t a l  i n v e s t 

m ent ,  vo lume o f  p r o d u c t i o n ,  s o c i a l  c o n s i d e r a t i o n ,  c a p a c i t y  u t i l i z a t i o n ,  

e t c .  F a c t o r s  c o n s i d e r e d  f o r  t h e  p u r p o s e  c o v e r e d  more n o n - a c c o u n t i n g
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d l n e n s i o n s  than a c c o u n t i n g  d i t n e n s l o n s .  C e r t a i n  o b j e c t i v e s  w e r «  a l s o  

k e p t  i n  mind w h i l e  d e c i d i n g  th e  p r o f i t  t a r g e t s  and t h e s e  w e r e  I n c r e a *  

sed  e a r n i n g s *  r e d u c i n g  c o s t s *  m i n i a l z i n g  c a p i t a l  e x p e n d i t u r e *  p r e s e r 

v i n g  i n t e g r i t y  o f  c a p i t a l  i n v e s t m e n t  o r  f i x e d  e x p e n d i t u r e *  p r o v i s i o n  

o f  g o o d s  and s e r v i c e s  a t  taininum c o s t  f o r  s e r v i n g  s o c i a l  o b l i g a t i o n  

and s o  o n .  thus* n o s t  o f  t h e  o b j e c t i v e s  Mere based  m ore  on c o n s i d e r a 

t i o n  o f  a c c o u n t i n g  i n f o r m a t i o n  than on t h a t  o f  n o n - a c c o u n t i n g  i n f o n i a -  

t i o n «  Then c e r t a i n  t o o l s  a p p l i e d  f o r  p r o f i t  c o n t r o l  w e r e  baa ed  on 

a c c o u n t i n g  i n f o r m a t i o n  and t h e s e  t o o l s  w e r e i  p r o f i t  b u d g e t *  o p e r a t i n g  

b u d g e t  and c o s t > v o l u m e > p r o f i t  a n a l y s i s .  However* th e  o t h e r  r e a s o n s  

r e s p o n s i b l e  f o r  i n e f f e c t i v e  p r o f i t  d e c i s i o n s  and c o n t r o l  n e r e t  

( i )  t h e  p r o f i t  t a r g e t s  w ere  s e t  a t  th e  c o r p o r a t i o n  l e v e l  w i t h o u t  

c o n s u l t i n g  t h e  e n t e r p r i s e  headsy ( i i )  t h e  e n t e r p r i s e  h e a d s  w e re  n o t  

i n  due t i i a e ^ in fo r m e d  a b o u t  t h e  p r o f i t  t a r g e t  which  was b a s e d  on l e n g t h y  

p r o c e d u r e s  t o  be  o b s e r v e d  f o r  t h e  p u r p o s e *  ( i l l )  p r o p e r  a n a l y s i s  o f  

b r e a k - e v e n  and p r o f o r m a  o p e r a t i n g  s t a t e m e n t  was n o t  d u l y  f o l l o w e d  i n  

t h e  e n t e r p r i s e s *  and ( i v )  p r o p e r  b u d g e t a r y  c o n t r o l  t e c h n i q u e  was n o t  

a p p l i e d  i n  th e  e n t e r p r i s e s *  I t  was o b s e r v e d  t h a t  t h e  p r a c t i c e  o f  

i n a p p r o p r i a t e  s a l e s  f o r e c a s t s *  lo w  p r o d u c t i o n *  p r i c e  e s c a l a t i o n *  

s h o r t a g e  o f  raw m a t e r i a l s *  s c a r c i t y  o f  s p a r e  p a r t s *  i n c r e a s e d  w ages*  

h i g h e r  r e p a i r  c o s t s  and m a i n t e n a n c e  c h a r g e s *  h i g h e r  r a t e s  o f  I n d u s t r i a l  

power*  b i g  amount o f  d e p r e c i a t i o n *  huge amount o f  i n t e r e s t  o n  bank 

lo a n *  h ig h  r a t e s  o f  t a x e s *  i m p l e m e n t a t i o n  o f  i n c r e a s e d  pay s c a l e s  o f  

s t a f f *  p o o r  b u d g e t i n g  p r a c t i c e *  e t c . *  w e re  t h e  v a r i o u s  f a c t o r s  w h ich  

a c c o u n t e d  f o r  i n e f f e c t i v e  s a l e s *  h igh  c o s t  o f  p r o d u c t i o n *  and h ig h  

o p e r a t i n g  o v e r h e a d s .  The a b o v e  s t a t e  o f  a f f a i r s  l e d  t o  u n f a v o u r a b l e  

v a r i a n c e s  betw een  b u d g e te d  and a c t u a l  c o s t  o f  p r o d u c t i o n *  and o p e r a t i n g  

o v e r h e a d s  and n e t  p r o f i t  e a r n e d .
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An i m p o r t a n t  a s p e c t  o f  p r o f i t  d e c i s i o n s  and c o n t r o l  i s  p r o d u c t  

p r i e «  d e c i s i o n s  a d o p t e d  d u r in g  t h e  o p e r a t i n g  p e r i o d  o f  an e n t e r p r i s e *  

V a r i o u s  f a c t o r s  w e re  c o n s i d e r e d  w h i l e  d e c i d i n g  t h e  s a l e  p r i c e  o f  

f i n i s h e d  p r o d u c t s  I n  t h e  n a t i o n a l i s e d  i n d u s t r i e s  and t h e s e  were*  

c o s t  o f  p r o d u c t i o n ,  c o s t  o f  s a l e s t  m a r k e t  s i t u a t i o n ,  c o r p o r a t i o n ^ o r  

m i n i s t e r i a l  d i r e c t i v e s ,  t o t a l  c o s t  p l u s  n a r k - u p ,  vo lum e o f  s a l e s ,  

p u r c h a s i n g  p o w e r  o f  c u s t o m e r s *  p r i c i n g  t a c t i c s *  i m p o r t  p r i c e  o f  raw 

m a t e r i a l s ,  c o m p e t i t i v e  p r i c e  o f  o t h e r  p r o d u c t s ,  w o r l d  demand* p r i c e  

o f  s y n t h e t i c  o r  s u b s t i t u t e  p r o d u c t s *  e t c *  Thus* a l t h o u g h  b o t h  a c c o u n 

t i n g  f a c t o r s  w ere  taken  i n t o  a c c o u n t  w h i l e  f i x i n g  up th e  p r i c e ,  t h e  

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

a c c o u n t i n g  i n f o r m a t i o n .  C e r t a i n  o b j e c t i v e s  w e r e  a l s o  k e p t  i n  mind 

be h in d  p r i c i n g  p o l i t i e s  and t h e s e  w ere*  r e d u c t i o n  i n  c o s t s *  i n c r e a s i n g  

p r o f i t s  o r  r e d u c t i o n  o f  l o s s e s ,  i n c r e a s e  i n  s a l e s ,  e a r n in g  f o r e i g n  

e x c h a n g e ,  o f f e r i n g  c u s t o m e r s *  s e r v i c e s ,  i n c r e a s i n g  s h a re  o f  B a n g la d e s h  

i n  w o r l d  m a r k e t ,  e t c .  Thus, t h e  o b j e c t i v e s  m e n t io n e d  w ere  more r e l a t e d

w i t h  a c c o u n t i n g  d i m e n s i o n s  than w i t h  n o n - a c c o u n t i n g  d l m ^ s i o n s .M ''I . ]i

As o b s e r v e d  i n  C h a p t e r  8 ,  an e x a m i n a t i o n  o f  th e  e x i s t i n g  d i t f iage -  

ment  i n f o r m a t i o n  sy s te m  (MIS) r e v e a l s  t h a t  t h e  f i n a n c i a l  r e p o r t i n g  

sys tem  was n o t  f u n c t i o n i n g  w e l l  and c e r t a i n  d e f i c i e n c i e s  and s h o r t 

com ings  as  i d e n t i f i e d  i n  the e x i s t i n g  MIS h i n d e r e d  t h e  management u s e  

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  p u r p o s e s *  

MIS bo th  a t  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l s  p e r f o r m e d  c e r t a i n  f u n c 

t i o n s  r e l a t e d  w i t h  a c c o u n t i n g  and n o n - a c c o u n t i n g  d i m e n t i o n s  as d i s c u s s e d  

i n  C h a p t e r  7 .  The main f u n c t i o n s  o f  M is  a t  e n t e r p r i s e  l e v e l  i s  t o  

c o l l e c t ,  c o m p i l e  and c i r c u l a t e  su ch  d a t a  and i n f o r m a t i o n  as  was r e q u i r e d  

by the  r e s p e c t i v e  c o r p o r a t i o n  w hereby  t h e  i n d i v i d u a l  e n t e r p r i s e ' s  own
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r«qu iren i«nt9  Mere o v e r l o o k e d .  Sane s e t  o f  f i n a n c i a l  r e p o r t S f  s t a t e -  

m e n t S f  r e t u r n s ,  e t c *  p r e p a r e d  a t  t h e  e n t e r p r i s e  l e v e l  w e re  u s u a l l y  

s e n t  t o  d i f f e r e n t  u s e r  g roup s  a t  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l s *

No s p e c i f i c a t i o n  i s  done  i n  t h i s  r e s p e c t  f o r  the  d i f f e r e n t  l e v e l s  and 

u s e r - 9 r o u p s «  As s u c h ,  t h e  s y s te m  was n o t  h e l p f u l  i n  a d n i l n i s t e r i n g  

t h e  i n f o r m a U o n  g e n e r a t e d  a t  e n t e r p r i s e  l e v e l  f o r  t h e i r  u s e  i n  manage

ment d e c i s i o n - m a k i n g  and c o n t r o l  f u n c t i o n s  and f a i l e d  t o  i d e n t i f y  t h e  

r e s p o n s i b i l i t y  f o r  a d o p t i n g  c o r r e c t i v e  m e a s u r e s  i n  o p p o r t u n e  moments*

The d e f i c i e n c i e s  and s h o r t c o m i n g s  I n  t h e  e x i s t i n g  liZS h i n d e r  t h e  

m a n a g e r i a l  u s e  o f  a c c o u n t i n g  i n f o m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and 

c o n t r o l *  These  i d e n t i f i e d  d e f i c i e n c i e s  w e re t  i n e f f e c t i v e  f e e d b a c k  

s y s t e m ,  l a c k  o f  o b j e c t i v i t y ,  i n d e t e r a i n a t i o n  o f  r e s p o n s i b i l i t y  c e n t e r s ,  

I n c o n p l e t e n e s s t  p o o r  v a r i a n c e  a n a l y s i s ,  l o w  r e l i a b i l i t y  o f  d a t a «  l a c k  

o f  t r a i n e d  p e r s o n n e l  i n  UXS, am bl 'guousnesst  i n c o n s i s t e n c y ,  l a c k  o f  

c o m pu te r  s e r v i c e ,  i n o p p o r t u n e n e s s ,  la ck  o f  p r o p e r  k n o w l e d g e  a t  p r e p a r a 
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t i o n  l e v e l ,  i r r e l e v a n c e ,  l a c k - o f  c o o r d i n a t i o n  among' d e p a r t m e n t s ^  and

a b s e n c e  o f  comments and o b s e r v a t i o n s  on t h e  UIS r e p o r t s  by c o a p e t e n t

a u t h o r i t y .  These  d e f i c i e n c i e s  i n  M is  w ere  t h u s ,  h i g h l y  r e l a t e d  y i t h
o r

n o n - a c c o u n t i n g  i n f o r m  a t i  o n / d i m e n s i o n s .

In  t h e  l i g h t  o f  the  ab o v e  s i t u a t i o n ,  t h e  e x t e n t  o f  u se  o f  a c c o u n 

t i n g  i n f o r o i a t i o n  b o t h  a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s  and t h e  

n a t u r e  o f  i m p a c t s  o r  o t h e r w i s e  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  on the  

f i n a n c i a l  p e r f o r m a n c e s  as  seen  t h r o u g h  p r o f i t a b i  11 t y  had b e e n  exam ined  

i n  C h a p t e r  8 .  The e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n 

c i a l  d e c i s i o n s  and c o n t r o l  b o th  at  c o l o r a t i o n  and e n t e r p r i s e  l e v e l e  

had been a n a l y s e d  th r c u g h  C h l - s q u a r e  t e s t  o f  t h e  r e s p o n s e s  o f  the  

s a m p l e s .  The p f o f i l a b i l i t y  m e a s u r e s*  v i z . ,  r e t u r n  on s a l e s  ( R O s ) ,
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r e t u r n  on c a p i t a l  em p lo ye d  (HOC) «nd  r e t u r n  on I n v e s t m e n t  ( n o i )  as 

t h e  c r i t e r i a  o f  p e r f o r m a n c e  n e a s u r e m e n t s  w ere  a f f e c t e d  by t h e  u s e  o f  

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

and c o n t r o l  a r e a s  o f  th e  s e l e c t e d  i n d u s t r i e s  ( a s  shown I n  S e c t i o n  2 

o f  C h a p t e r  8 ) .

In o r d e r  t o  examine t h e  n a t u r e  o f  i m p a c t  o f  t h e  u s e  o f  a c c o u n t i n g  

i n f o r m a t i o n  on t h e  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s *  P e a r s o n * s  c o r r e 

l a t i o n  c o e f f i c i e n t s  ( r )  be tw een  each  o f  the  a f o r e s a i d  f a c t o r s  ( h e r e i n  

c a l l e d  i n d e p e n d e n t  v a r i a b l e s )  and each  o f  t h e  t h r e e  a f o r e s a i d  p r o f i 

t a b i l i t y  i n d e x e s  ( h e r e i n  c a l l e d  d e p e n d e n t  v a r i a b l e s }  had been worked  

o u t  and shown i n  Appendix  No. V I I .

In r e s p e c t  o f  the  « x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o m a t i o n  b o t h  

a t  c o r p o r a t i o n  and e n t e r p r i s e  l e v e l s ,  v i d e  C h a p t e r  8 ,  i t  i s  e v i d e n t  

t h a t  t h e  e x t e n t  o f  u se  ( h i g h  u se  o r  low u s e )  o f  a c c o u n t i n g  i n f o z m a t l o n  

i n  a l l  t h e  a f o r e s a i d  v a r i a b l e s  w e r s - i n d e p e n d e n t _ o f  t h e i r  l e v e l s  o f  

u s e  ( b o t h  c o r p o r a t i o n  a^d e n t e r p r i s e  l e v e l s ) *  In o t h e r  t^ords^ t h e  

o p i n i o n  V a r i a t i o n  as r e g a r d s  t h e  e x t e n t  o f  u se  o f  a c c o u n t i n g  I n f o r a a -  

t i o n  Was i n d ^ e n d e n t  o f  t h e  v a r i a t i o n s  I n  the l e v e l s  o f  use*  But 

t h e r e  was no s i g n i f i c a n t  r e l a t i o n s h i p  betw een  t h e  e x t e n t  o f  use and 

t h e  l e v e l s o f  u s e  ( n o t  s i g n i f i c a n t  a t  . 0 5  l e v e l )  in  c a s e  o f  a l l  t h e  

i n d e p e n d e n t  v a r i a b l e s  e x c e p t  the  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  

c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  and cash d e c i s i o n  w h e r e  t h e r e  

wa* s i g n i f i c a n t  r e l a t i o n s h i p  be tw een  the  e x t e n t  and t h e  l e v e l s  o f  u s e  

b e c a u s e  o f  t h e  h igh  i c n p o r ta n c e  b e in g  g i v e n  t o  the  c a p i t a l  e x p e n d i t u r e  

f i n a n c i n g  a t  c o r p o r a t i o n  l e v e l  and low  i m p o r t a n c e  o f  c a s h  d e c i s i o n  a t  

c o r p o r a t i o n  l e v e l  r e s p e c t i v e l y .
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From the  same a n a l y s i s *  I t  I s  « v l d e n t  t h a t  among the  I n d e p e n 

d e n t  V a r ia b l e s *  t h e r e  was h igh  use o f  a c c o u n t i n g  i n f o u n a t l o n  i n  c a p i t a l  

e x p e n d i t u r e  r e q u i r e m e n t s  d e c i s i o n «  w ork ing  c a p i t a l  r e q u i r e m e n t s  d e c i 

s i o n ,  I n v e n t o r y  d e c i s i o n *  w o rk in g  c a p i t a l  f i n a n c i n g  d e c i s i o n *  s a l e s  

t a r g e t  and s e l l i n g  p r i c e  d e c i s i o n ,  c o s t  o f  p r o d u c t i o n  d e c i s i o n *  o p e r a 

t i n g  o v e r h e a d s  d e c i s i o n ,  and p r o f i t  t a r g e t s  d e c i s i o n  b o th  a t  c o r p o r a 

t i o n  and e n t e r p r i s e  l e v e l s .  On th e  o t h e r h a n d *  t h e r e  was lo w  u s e  o f  

a c c o u n t i n g  I n f o r c n a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n *  c a p i t a l  e x p e n d i 

t u r e  c o n t r o l  and a c c o u n t s  r e c e i v a b l e  d e c i s i o n *  b o th  a t  c o r p o r a t i o n  

and e n t e r p r i s e  l e v e l s .

I t  i s  f u r t h e r  o b s e r v e d  t h a t  i n  c a s e  o f  two i n d e p e n d e n t  v a r i a b l e s *  

v i z * *  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  d e c i s i o n  and c a s h  d e c i s i o n *  t h e  

r e l a t i o n s h i p  betw een  the e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  was 

s i g n i f i c a n t  a t  . 0 5  l e v e l  and i n  the  c a s e  o f  a n o t h e r  i n d e p e n d w i t  v a r i a 

b l e *  v i z , ,  w ork ing  c a p i t a l  c o n t r o l ,  the r e l a t i o n s h i p  was s i g n i f i c a n t  

a t  , 1 0  l e v e l .  T h e r e f o r e ,  t h e r e  was h igh  u s e  and low u s e  o f  a c c o u n 

t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  a t  c o r p o r a t i o n  and 

e n t e r p r i s e  l e v e l  r e s p e c t i v e l y ,  t h e r e  v»a9 h igh  and low u s e  i n  cash  

d e c i s i o n s  a t  e n t e r p r i s e  and c o r p o r a t i o n  l e v e l  r e s p e c t i v e l y  and t h e r e  

Was h igh  and low use  In  w ork ing  c a p i t a l  c o n t r o l  a t  e n t e r p r i s e  and 

c o r p o r a t i o n  l e v e l s  r e s p e c t i v e l y .

As s e e n  from t h e  A p p en d ix  V I I *  i t  i s  e v i d e n t  t h a t  c o r r o l a t l o n  

c o e f f i c i e n t s  ( r )  be tw een  the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  c a p i t a l  e x p e n d i t u r e  r e q u i r e m e n t s  and ROS, ROC and ROl* betw een  

e x t e n t  u s e  o f  a c c o u n t i n g  i n f o n o a t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  

and ROS and ROI, betw een  th e  e j t t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  

i n  c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  and ROS, ROC and ROI, be tw een  t h e

354

Dhaka University Institutional Repository



• x t e n t  o f  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c a p i t a l  e x p e n d i t u r e  c o n t r o l  

and ROS, ROC and ROI, be tw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  In fo x o t a -  

t i o n  i n  w o rk in g  c a p i t a l  r e q u i r e m e n t s  and ROSf ROC and ROI* betw een  th e  

e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  i n v e n t o r y  d e c i s i o n  end  ROS 

and ROI, between the  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  a c c o u n t e  

r e c e i v a b l e  and ROC, betw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  c a s h  d e c i s i o n s  and ROS« ROC and ROI, between  th e  e x t e n t  o f  u s e  of  

a c c o u n t i n g  I n f o r m a t i o n  i n  c o s t  o f  p r o d u c t i o n  d e c i s i o n  and ROS, betw een  

the  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  o p e r a t i n g  o v e r h e a d s  

d e c i s i o n  and ROS, ROC and ROl and betw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n *  

t i n g  i n f o r m a t i o n  i n  p r o f i t  t a r g e t  d e c i s i o n  and ROS and ROI *  showed 

p o s i t i v e  l i n e a r  r e l a t i o n s h i p  and had f a v o u r a b l e  I m p a c t s  on t h e  p r o f i *

t a b l l l t y  o f  the  i n d u s t r i e s  u n d e r  s tu d y *

On t h e  o t h e r  hand* from A p p e n d l x - V I I ,  i t  was e v i d e n t  t h a t  c o r r e *  

l a t l o n  c o e f f i c i e n t s  ( r )  be tw een  t h e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o m a *  

t i o n  i n  c a p i t a l  s t r u c t u r e  d e c i s i o n  and ROC, betw een  t h e  e x t e n t  o f  u s e  ~

o f  a c c o u n t i n g  i n f o r m a t i o n  i n  I n v e n t o r y  d e c i s i o n  and ROC b e tw e e n  t h e

e x t e n t  o f  u se  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  a c c o u n t s  r e c e i v a b l e s  d e c i s l o r  

and ROS and ROI, betw een  th e  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  

i n  f tork lng  c a p i t a l  f i n a n c i n g  d e c i s i o n  and ROS, ROC and ROI, be tw een  

th e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  v.iorklng c a p i t a l  c o n t r o l  

and ROC, between th e  e x t e n t  o f  u se  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  s a l e s  

t a r g e t s  and s a l e  p r i c e  d e c i s i o n  and ROS, ROC and ROI, be tw een  t h e  

e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  c o s t  o f  p r o d u c t i o n  d e c i s i o n  

and ROC and ROC, and between the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  i n f o r m a 

t i o n  i n  p r o f i t  t a r g e t  d e c i s i o n  and ROC^showed n e g a t i v e  l i n e a r  r e l a t i o n 

s h ip  and had u n f a v o u r a b l e  i m p a c t s  on the  p r o f i t a b i l i t y  o f  t h e  i n d u s 

t r i e s  u n d e r  s t u d y .
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I t  Was e v i d e n t  from the  ab o v e  f i n d i n g s  t h ^ t  t h e r e  was p o s i t i v e  

r e l a t i o n s h i p  between the u s e  o f  a c c o u n t i n g  I n f o x m a t l o n  in  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  and the p r o f i t a b i l i t y  m e a s u re s*  T h e r e f o r e *  i t  

can be  c o n c l u d e d  t h a t  the  u s e  o f  a c c o u n t i n g  i n f o m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  had p o s i t i v e  i m p a c t  on t h e  f i n a n c i a l  p e r f o r m a n 

c e s  i . e . *  p r o f i t a b i l i t y  o f  the i n d u s t r i e s  u n d e r  s tu d y *

9 . 2  Main Ift^^ues i^eaardina A c c o u n t i n g  I n f o r c i a t i o n  Oenerat i o -n  
and Use f o r  Orcjani a a t i o n a l  E f f e c t i v e n e s s !

The p r e v i o u s  s e c t i o n  has  p r e s e n t e d  a b r i e f  summary o f  t h e  f i n d i n g s  

whi ch  p a i n t  a p i c t u r e  o f  t h e  i o p o r t a n c e t  e x t e n t  and i m p a c t  o f  manage*  

ment  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s  i n  B a n g l a d e s h .  C e r t a i n  fnal>  ̂ i s s u e s  

emerging o u t  o f  the  a b o v e  f i n d i n g s  m e r i t  s p e c i a l  a t t e n t i o n  and t h e s e  

are  m e n t i o n e d  be low*
ii - , I . I, .  y  —

-  'I' -  ̂ _ ' ' .  "
A c c o u n t i n g  S vstem i

The e x i s t i n g  a c c o u n t i n g  s y s t e m ,  an i m p o r t a n t  s o u r c e  o f  a c c o u n t i n g  

i n f o r m a t i o n ,  i s  v i e w e d  I n  the  s e l e c t e d  n a t i o n a l i s e d  i n d u s t x l  e s »  more 

as  the  a y s te n  f o r  r e c o r d i n g  and r e p o r t i n g  t h e  b u s i n e s s  o p e r a t i o n s  than  

as  an i n f o r m a t i o n  sys tem  f o r  manaQement d e c i s i o n - i a a i ^ l n g *  The f i n a n 

c i a l  s t a t e m e n t s  and r e p o r t s ,  t h e  s n a p s h o t s  o f  t h e  f i n a n c i a l  p o s i t i o n  

o f  t h e  o r g a n i z a t i o n  and t h e  main o u t p u t s  o f  t h e  a c c o u n t i n g  sy s te m  

s h o u l d  be d e s i g n e d  t o  f a c i l i t a t e  t h e  r a u l t i - p u r p o s e  r e q u i r e m e n t s  o f

management and t o  f o c u s  on t h e  a p p r o p r i a t e  and b a s i c  d a t a  r e q u i r e d  

f o r  making e f f e c t i v e  management d e c i s i o n s ,  and e v a l u a t i o n  and a p p r a i s a l  

o f  e n t e r p r i s e  p e r f o r m a n c e s .

I ANDERSON, DONALD L.  and RaUN, DONALD L . ,  I n f o r t a a U o n  A n a l y s i s  l o  
Management A c c o u n t i n g , and HABIBULLAH M . ,  " A c c o u n t i n g  As A T o o l  o f  
Communlcat l on  j o p . c i t . .  p . l l .
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A ccoontl no In fo  ya a tl on t

The atanagenent  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  in  f i n a n c i a l  d e c l *  

s i o n a  and c o n t r o l  had be«n  I n v e s t i g a t e d  and e m p h a s i s e d  i n  t h e  p r e s e n t  

s t u d y .  But i n  u s i n g  a c c o u n t i n g  i n f o r m a t i o n  f o r  d e c i s i o n s ,  t h e  i n h e 

r e n t  l i m i t a t i o n s  t h e r e o f  as i d e n t i f i e d  i n  th e  s tu d y  s h o u l d  be  ta k e n  

c a r e  o f *  The f i n a n c i a l  s t a t e m e n t s  r e f l e c t  p r i m a r i l y  th e  p a s t  h i s t o r y

and r e c o r d *  w hereas  d e c i s i o n s  a r e  c o n c e r n e d  w i th  the  f u t u r e  and t h e
2

p a s t  i s  o n l y  a g u i d e  t o  the  f u t u r e *  Some o f  t h e  l i m i t a t i o n s  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  s t a t e m e n t s  a r i s e  b e c a u s e ;  e s t i f f ia -  

t e s  a r e  r e q u i r e d *  a i t e r n ^ t i v e  a c c o u n t i n g  m ethods  a re  u s e d ,  d i f f e r i n g  

a s s e t  v a l u a t i o n  p r o c e d u r e s  a r e  a p p l i e d ,  some a s s e t s  and l i a b i l i t i e s  

a re  o m i t t e d  e n t i r e l y ,  p r i c e  c h a n g e s  a f f e c t i n g  a s s e t s  and l i a b i l i t i e s  

a re  h e l d ,  q u a l i t a t i v e  and n o n > q u a n t i  f l  a b l e  f a c t s  are  o m i t t e d ,  e t c *

Management P a t t e r n * |

, L '
The management p a t t e r n  o f  the  s e l e c t e d  i n d u s t r i e s  i n d i c a t e s  t h a t  

the  p ow ers  and r e s p o n s i b i l i t i e s  o f  the  t h r e e - t i e r  i n d u s t r i a l  manage

ment system  a re  n o t  c l e a r l y  d e l i n e a t e d ,  management d o e s  n o t  e n j o y  

a d e q u a t e  a u t h o r i t y  and f reed om  t o  run t h e  e n t e r p r i s e  o p e r a t i o n s  on 

co m m e rc ia l  p r i n c i p l e s ,  a p p r o p r i a t e  c r i t e r i a  f o r  p e r f o r m a n c e  e v a l u a t i o n  

have n o t  been a c c e p t e d  and p r o v i s i o n s  f o r  p r o p e r  u s e  and I n t e r p r e t a 

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

have  n o t  been d e v e l o p e d *  As s u c h ,  t h e r e  i s  a g r e a t  s c o p e  t o  i m p r o v e  

t h e  e x i s t i n g  manageioent p a t t e r n  so  as t o  e n s u r e  t h a t  r e s o u r c e s  a re  

e f f i c i e n t l y  and e f f e c t i v e l y  u s e d  i n  a t t a i n i n g  t h e  e n t e r p r i s e  g o a l s

2 DAVIDSON, SIDNEY and ViElL, ROMAN L , ,  Handbook o f  M odpm  A c c o u n t l n a ,  
Meg raw* Hi 11 Book Company, 2nd E d i t i o n ,  1 97 7 ,  pp«  2 - 5 *
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358

and o b j e c t i v e s ^  The raanagsfnent a t t i t u d e  to w a rd s  th e  a c c o u n t i n g  

sys tem  s h o u l d  be su ch  a s  t o  e n s u r e  t h a t  t h e  d a t a  g ^ e r a t e d  t h r o u g h  

the s y s t e m ,  are  r e l e v a n t  and a p p l i e d  t o  t h e  p u r p o s e s  f o r  w h ich  t h e s d

a t e  r e c ju l r e d  t o  b e  u s e d . ^

Enterpxise Manacie«nent«

The management p a t t e r n  o f  th e  n a t i o n a l i s e d  I n d u s t r i e s  shows 

t h a t  t h e  use  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i c n s  and 

c o n t r o l  i s  hampered t o  a g r e a t  e ) t t e n t  b e c a u s e  a l m o s t  a l l  t y p e s  o f  

d e c i s i o n s  a re  talcen a t  t h e  u p p er  management e c h e l o n s  v i h i l e  i tn p le a e n *  

t a t i  on* t h e r e o f  a r e  done  a t  the  e n t e r p r i s e  l e v e l  w here  v e r y  l i t t l e  

a u t h o r i t y  has been d e l e g a t e d  t o  t h e  e n t e r p r i s e  nan agetnent• But I t  

i s  t h e  e n t e r p r i s e s  which  s h o u l d  have  r e a l  a u t h o r i t y  and f re e d o m  f o r  

d e c i s i o n o i s a  k i n g  and I n p l e m e n t a t l o n  as th e y  a r e  t h e  r e a l  m f in u fa c t u r ln g  

u n i t s  i n  the p r o c e s s * ^

\C aD ita l  E x p e n d i t u r e  D e c i s i o n s  and C o n t r o l i  ~

The s tu d y  r e v e a l s  t h a t  t h e r e  had been  raore u s e  o f  n o n - a c c o u n t l n g  

i n f o r m a t i o n  than a c c o u n t i n g  I n f o r n i a t l o n  I n  d e c i d i n g  c a p i t a l  e i ^ e n d t -  

t u r e  r e q u i r e m e n t s *  c a p i t a l  s t r u c t u r e  and c a p i t a l  e x p e n d i t u r e  f i n a n c i n g  

and i n  c o n t r o l l i n g  c a p i t a l  e x p e n d i t u r e  t h e r e b y  r e s u l t i n g  I n  o v e r  

c a p i t a l i z a t i o n ,  e x c e s s i v e  1 6 n g - t e m  l o a n s *  e x c e s s i v e  i n s t i t u t i o n a l

® ANDERSON, DONALD L, and RAUW, DONALD L . ,  I n f o r m a t i o n  A n a l y s i s  I n  
jjatLagcPient A c c o u n t i n g . o p . K l t . »  p .  18 .

 ̂ AHMEAD, QAZl KHOLIqUZZAMaN,  "The U a n u f a c t u r l n g  S e c t o r  o f  B a n g la d e s h  
-  An Cverv 1 e v s , The B a n g la d e s h  D eve lop m en t  S t u d i e s .  V o l *  1* No« 4 ,  
Autumn, 197 8 ,  p . 4 0 5 «
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f i n a n c e  and a b s e n c e  o f  p r o p ^ j  b u d g e t a r y  c o n t r o l  r e s p e c t i v e l y  and thus  

a f f e c t i n g  the f i n a n c i a l  p e r f o r m a n c e s  o f  the  s e l e c t e d  i n d u s t r i e s . ^

359

. .Qtkinq C a o i t ^ l  D e c i s i o n s  a n j  C o n t r o U

The f i n d i n g s  a l s o  i n d i c a t e  t ha t  the use o f  a c c o u n t i n . j  i n f o r n t a t i o n  

i n  d e c i d i n g  work i ng  c a p i t a l  r e q u i r e m e n t s ,  w o r k i n g  c a p i t a l  s t r u c t u r a l  

components  and t h e i r  f i n a n c i n g  and i n  c o n t r o l l i n g  w or k i ng  c a p i t a l  

e l e m e n t s  was* on the w h o l e ,  lo»> and I n s u f f i c i e n t  r e s u l t i n g  i n  s h o r t a g e  

o f  r e q u i r e d  w or k i ng  c a p i t a l ,  i n a d e q u a t e  c a s h ,  o v e r - i n v e s t n e n t  i n  i n v e n 

t o r y ,  unsound c r e d i t  and c o l l e c t i o n  p o l i c i e s ,  e x c e s s i v e  s h o r t - t e r m  

f i n a n c e  and a b s e n c e  o f  p r o p e r  c o n t r o l  met hods  f o r  w o r k i n g  c a p i t a l

r e s p e c t i v e l y  t hus  a f f e c t i n g  the v e r y  p r o f i t a b i l i t y  o f  t h e  i n d u s t r i e s  
6

under  s t u d y .

'C o e r d t i n q  C y c l e  A o o r o a c h t

1 The s t u d y  ' a l s o  d i s c l o s e s  t h a t  t he  n a t i o n a l i s e d  i n d u s t r i e s  u n d e r ^
II ' ! _ - - - I . ..

s tudy  manage h o r k i n g  c a p i t a l  by a d o p t i n g  the c o n v e n t i o n a l  ap pr oac h  

I n s t e a d  o f  the  o p e r a t i n g  c y c l e  a p p r o a c h  to  w o rk i n g  c a p i t a l  d e c i s i o n s  

and c o n t r o l .  The o p e r a t i n g  c y c l e  a p p r o a c h  i s  a r e c e n t  d e v e l o p m e n t  i n  

the  a r e a .  Thi s  c o n c e p t  s u g g e s t s  t h a t  t h e  optimum l e v e l  o f  v ; c rk i ng  

c a p i t a l  i s  to  be d e t e r m i n e d  by the d u r a t i o n  o f  the  o p e r a t i n g  c y c l e  and 

the  o p e r a t i n g  e x p e n s e s  n ee d e d  f o r  c o m p l e t i n g  the c y c l a . ^  The p r o b l e m s

^ As p e r  S e c t i o n ^  3 and 4 o f  C h a p t e r  4 o f  t h e  S t ud y ,

 ̂ As p e r  S e c t i o n , 2 ,  3,  4 and 5 o f  C h a p t e r  5 o f  the  S t u d y .
 ̂ Pa UK C,  and GLasdcn J . f t . ,  V^orkinq C a o i t a i .  The M a cm i l l a n  Company,

New Yo rk ,  1963 ,  q u o te d  by BHa TTaCHa RYA, K » K . ,  " i\orking C a p i t a l  and 
I n f l a t i o n " ,  T o o i e s  i n  A c c o u n t i n g  and F i n a n c e ,  e d i t e d  by CHaK-lABOr^TV, 
S . K . ,  e t .  a l * ,  O x f o r d  U n i v e r s i t y  P r e s s ,  C a l c u t t a ,  1 9 7 6 ,  p . 5 3 .
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r e l a t e d  wi th  u n s c i e n t i f i c  c o n v e n t i o n a l  a p p r o a c h  t o  w or k i ng  c a p i t a l  

can be t a c k l e d  by the  use  o f  the  o p e r a t i n g  c y c l e  c o n c e p t  vjhich can
Q

a l s o  d e t e c t  the  e x i s t e n c e  o f  i d l e  fund s  v . i t h o u t  d i f f i c u l t y .

P r o f i t  D e c i s i o n s  and C o n t r o l *

F u r t h e r ,  the  s tu dy  shows t h a t  t h e r e  had been s c a n t y  u s e  ©f a c c o u n 

t i n g  i n f o r m a t i o n  i n  d e c i d i n g  s a l e s  t a r g e t  and s e l l i n g  o r i c e ,  c c s t  o f  

p r o d u c t i o n ,  o p e r a t i n g  e x p e n s e s  and p r o f i t  t a r g e t s  r e s u l t i n ; j  I n  

un ec o n o m i c  s a l e s  t a r g e t  and p r i c e  d e c i s i o n s ,  h i g h e r  c o s t  o f  p r o d u c t i o n ,  

e x c e s s i v e  o p e r a t i n g  o v e r h e a d s  and d e f e c t i v e  d e t e r m i n a t i o n  o f  p r o f i t  

t a r g e t s  r e s p e c t i v e l y  t hus  a d v e r s e l y  a f f e c t i n g  t h e  v e r y  p r o f i t a b i l i t y  

o f  the  i d e n t i f i e d  i n d u s t r i e s . ^

FartftTft f o r  P r o f i t  T a r g e t s *

P r o f i t  d e c i s i o n s  and c o n t r o l  f u n c t i o n s  i n v o l v e  a nuraber o f  f a c -
1 1̂ -  ̂  ̂ I I , ,  ^  I

t o r s  w h i c h  mi ght  i n c l u d e ,  amohs o t h e r s ,  t h e  e s t a b l i s h m e n t l ^ o f  l o n g

range  e n t e r p r i s e  o b j e c t i v e s ,  t he  s e t t f n g  *̂ P o f  an o r g a n i z a t i o n a l

s t r u c t u r e ,  the  a n a l y s i s  o f  o p e r a t i o n s  t o  d e t e r m i n e  t h e  b e h a v i o u r  o f
10the  c o s t s  o f  p r o d u c t i o n ,  e t c .  P r o f i t  d e c i s i o n s  and c o n t r o l  f u n c t i o n s  

i n  mos t  c a s e s  i g n o r e  t h e  same f a c t o r s  as  r e v e a l e d  i n  t he  s t u d y .  A c c o u n 

t i n g  i n f o r m a t i o n  abo ut  c o s t  b e h a v i o u r  can be u s e d  i n  the deva l opraent  

o f  such p r o f i t  t a r g e t s  and c o n t r o l  f u n c t i o n .
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9 As p e r  S e c t i o n  3 o f  Ch ap t er  6 o f  t h e  Study.

ANDCiiSCN, DON/iLD L. and DONALD L . ,  I n f o r m a t i o n  A n a l y s i s  i n
Management A c c o u n t i n g ,  o p . c l t . ,  p . 7 6 .
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D e c i d i n g  the  s a l e s  t a r g e t s  i s  a f a c t o r  o f  m a jo r  i m p o r t a n c e  i n  

p r o f i t  d e t e m i n a t i o n .  The s tu d y  r e v e a l s  t h a t  s a l e s  t a r g e t s  a r e  d e t e r -  

mined on c o n s i d e r a t i o n  o f  more n o n - a c c o u n t i n g  f a c t o r s  than  a c c o u n t i n g  

ones> S a l e s  may be  f o r e c a s t  by such p r o c e d u r e s  as  u s i n g  the p a s t  

r e l a t i o n s h i p  o f  s a l e s  to  a m u l t i p l e  a c c o u n t i n g  and r e l a t e d  lnfoima*> 

t i o n  l i k e  s a l e s  p r i c e ,  a d v e r t i s i n g ,  s a l a r i e s  a n d / o r  c o m m i s s i o n s  o f  

s a l e s  p e r s o n n e l ,  c r e d i t  p o l i c y ,  and p r o d u c t  r e s e a r c h  e x p e n d i t u r e ,  o r  

by o b t a i n i n g  t h e  o p i n i o n  o f  m anagers  a n d / o r  s a l e s m e n .

P r i c i n g  o f  P r o d u c t t i

Both  a c c o u n t i n g  and n o n - a c c o u n t i n g  i n f o r m a t i o n  as c o n s i d e r e d  i n

f i x i n g  up t h e  p r i c e s  o f  p r o d u c t s  o f  the  s e l e c t e d  i n d u s t r i e s  w e re

i d e n t i f i e d  i n  the  s tu d y  and I t  tvas found  t h a t  f o r  the  s a i d  p u r p o s e ,

the  n o n - a c c o u n t i n g  i n f o r m a t i o n  l i k e  s o c i a l  c o n s i d e r a t i o n , ~ c o r p o r a t i o n ^

o r  m i n i s t e r i a l  d i r e c t i v e s ,  p u r c h a s i n g  p o w e r  o f  c u s t o m e r s *  p r i c i n g  ^

t a c t i c s ,  m a r k -u p ,  e t c . ,  o u t w e i g h e d  t h a t  o f  a c c o u n t i n g  i n f o n o a t l o n

l i k e  c o s t  o f  p r o d u c t i o n ,  c o s t  o f  s a l e s ,  i m p o r t  p r i c e  o f  raw l a a t e r i a l s ,

p r i c e  o f  s y n t h e t i c  o r  s u b s t i t u t e  p r o d u c t s ,  f i n a n c i a l  p r o f i  t a b l l  t y , e t c «

r e s u l t i n g  In  t h e  f i x a t i o n  o f  t h e  p r i c e  o f  p r o d u c t s  a t  be lo w  t h e  c o s t s

and thus  f o r m in g  th e  a ( ^ i n i s t e r e d  p r i c e s .  B u t ,  i f  t h e  p r i c e s  o f

p r o d u c t s  a r e  k e p t  a r t i f i c i a l l y  l o w ,  i t  m i g h t  l e a d  t o  l e s s  e c o n o c a l c a l

u t i l i z a t i o n  o f  r e s o u r c e s  and,  on t h e  o t h e r  hand,  i f  t h e r e  was a b s e n c e

o f  p r i c e  r e g u l a t i o n ,  i t  m ig h t  l e a d  th e  e n t e r p r i s e s  t o  show p r o f i t s
12w i t h o u t  n e c e s s a r i l y  b e i n g  e f f i c i e n t  i n  t h e i r  o p e r a t i o n s .  The 

n a t i o n a l i s e d  I n d u s t r i e s  a re  t o - d a y  t r e a t e d  as the  c r e a t o r s  o f  new
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w e a l t h  and s h o u l d  no l o n g e r  f u n c t i o n  on a n o n - p r o f i t - n o - l o s s  b a s i s *  

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

n a t i o n a l  o b j e c t i v e s  l i k e  r a t i o n a l  a l l o c a t i o n  o f  s c a r c e  r e s o u r c e s *  

o p t i m a l  u t i l i z a t i o n  o f  r e s o u r c e s  and d e s i r e d  g r o w th  o f  t h e  e c o n o m y .

As such*  the  n a t i o n a l i s e d  i n d u s t r i e s  u n d e r  s t u d y ,  s h o u l d  pay  t h e i r  

way and n o t  run i n  l o s s e s  u n l e s s  t h e r e  a re  c l e a r > c u t  r e a s o n s  o f  

p u b l i c  i n t e r e s t .

B u d g e t in g  i

The s tu d y  a l s o  r e v e a l s  t h a t  t h e  b u d g e t a r y  p r o c e d u r e s  a d o p t e d  i n  

t h e  s e l e c t e d  i n d u s t r i e s  f o l l o w  the  t r a d i t i o n a l  p a t t e r n  i n  th e  s e n s e  

t h a t  th e  system  o f  c l a s s i f i c a t i o n  o f  e x p e n d i t u r e  a d o p t e d  

i n  t h e  b u d g e t  i s  n o t  done* i n  m o st  c a s e s ,  on t h e  b a s i s  o f  p r e v i o u s  

a c c o u n t i n g  d a t a  and p a s t  r e c o r d s  and d o e s  n o t  l i n k  t h e  e x p e n d i t u r e  

t o  a c t i v i t i e s  and e n d - r e s u l t s ,  thus  n e c e s s i t a t i n g  t h e  r e c fu i r e m e n t s  

f o r  i n t r o d u c i n g  p^erformance b u d g e t i n g .  I t  i s  a l l e g e (^  t h a t  t h e  a p p r o 

ved  b u d g e t s  a r e  n o t  examined  i n  due t im e  n o r  a r e  t h e y  g i v e n  d u e  

i m p o r t a n c e  and t h e  G overnm ent  has  n o t  been a b l e  t o  make u s e  o f  t h i s  

i m p o r t a n t  i n s t r u m e n t  o f  c o n t r o l  and a c c o u n t a b i l i t y . ^ ^  The b u d g e t s  

s h o u l d  be  p r e p a r e d  by th e  e n t e r p r i s e s  u n d e r  s t u d y  i n  e v e r y  d e t a i l  

and t h a t  beyond  s e r v i n g  as a b a s e  f o r  o b t a i n i n g  f u n d s  o n l y ,  they  

s h o u l d  s e r v e  e n t e r p r i s e  o b j e c t i v e s  and manaQement d e c i s i o n - m a k i n g  

and c o n t r o l  f u n c t i o n s .
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**anaq?ra^nt ,F^n,^nc,Ul.
R g p o r U n q  S v a t e o t

The d e f i c i e n c i e s  and s h o r t  con i lngs  i n  the  u s e f u l n e s s  o f  t h e  e x i s >  

t i n 9 management i n f o r m a t i o n  and f i n a n c i a l  r e p o r t i n g  s y s te m  a s  i d e n t i 

f i e d  i n  th e  s tu d y  g r e a t l y  hindert<tthe u s e  by tnana9 en>ent o f  a c c o u n t i n g  

I n f o r m a t i o n  i n  t h e  i d e n t i f i e d  f i n a n c i a l  d e c i s i o n s  an<l c o n t r o l  a r e a s  

and t h e r e f o r o t  t h e  main d e f i c i e n c i e s  w e r e i^ ^  i n e f f e c t i v e  f e e d - b a c k  

system * l a c k  o f  o b i e c t i v i t y ,  i n d e t e r m i n a t i o n  o f  r e s p o n s i b i l i t y  c e n t r e s »  

j p o o t  v a r i a n c e  a n a l y s i s ^  a m big u o u sn e ss*  i n c o m p l e t e n e s s t  i o »  r e l i a b i l i t y  

and c o s m e t i  z a t i o n  o f  d a t a t  l a c k  o f  t r a i n e d  p e r s o n n e l  i n  I l l s  D i v i s i o n /  

S e c t i o n ,  l a c k  o f  p r o p e r  k n o w le d g e  a t  p r e p a r a t i o n  l e v e l ,  e t c *  There  

i s  a cotnraon f e e l i n g  t h a t  an u n d u ly  l a r g e  number o f  r ^ o r t s  and i n f o r 

m at io n  g e n e r a t e d  th r o u g h  t h e  systeni a r e  h a r d l y  p u t  t o  ad e t faa te  u s e  

f o r  nanagsm ent  d e c i s i o n s .  The e x i s t i n g  i n f o m a t i o n  s y s te m  s h o u l d ,  

t h e r e f o r e ,  be s t r e a m l i n e d  and be  made e f f e c t i v e  e nough  t o  h e l p  u s e
 ̂ "" ; I ___  ̂ II _ .

t h e  a c c o u n t i n g  i n f o m a t i o n  f o r  raanageoient d e c i s i o n s  and c o n t r o l  

p u r p o s e s  i n  the  s e l e c t e d  i n d u s t r i e s *

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

e v a l u a t i o n  had n o t  been d e v e l o p e d  i n  the s e l e c t e d  i n d u s t r i e s  e x c e p t  

a Vague r e f e r e n c e  to  the  e f f i c i e n c y  o f  p e r f o r m a n c e  i n  t h e  s e n s e  o f  

maximum c a p a c i t y  u t i l i z a t i o n *  But p r o p e r  e v a l u a t i o n  can p r o v i d e  a 

p r a g m a t i c  r e s p o n s e  t o  t h e  p r o b e l m s  o f  t h e  n a t i o n a l i s e d  i n d u s t r i e s .

As s u c h ,  t h e  B a n g la d e s h  P l a n n i n g  Com m iss ion  has s t r e s s e d  t h e  n e e d

As p e r  S e c t i o n  4 o f  C h a p t e r  7 o f  t h e  S t u d y .14
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f o r  r unn ing  t h e  I n d u s t r i a l  e n t e r p r i s e s  on t h e  b a s i s  o f  coRunerc ia l  

p r i n c i p l e s  and as  s u c h ,  p r o f i t a b i l i t y  had been a d v o c a t e d  as  th e  

c r i t e r i o n  f o r  e v a l u a t i n g  t h e  p e r f o r m a n c e  o f  t h e  i n d u s t r i e s * ^ ^

Im p a c ts  o f  Use o f  A c c o u n t i n g  I n f o w t a t i o n i

The n a t u r e  o f  t h e  o v e r a l l  I m p a c t s  o f  t h e  u se  o f  a c c o u n t i n g  i n f o r 

m at io n  i n  th e  s e l e c t e d d  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  a r e a s  on t h e  

p e r f o r m a n c e  e v a l u a t i o n  c r i t e r i a  l « e .  t h e  p r o f i t a b i l i t y ,  had  been 

exam ined  and a n a l y s e d  by t h e  P e a r s o n s *  c o r r e l a t i o n  c o e f f i c i e n t s  

between the  e x t e n t  o f  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  a^ e a s  and t h e  p r o f i  t a b i l i  t y  . i n d e x e s ,  v i z * .  

Return on S a l e s  ( 9 0 S ) ,  Return on C a p i t a l  (ROC) e m p lo y e d  and Return  

on I n v e s t m e n t  (ROI)  and i t  was r e v e a l e d  t h a t  t h e r e  was p o s i t i v e  

r e l a t i o n s h i p  betw een  them and t h a t  t h e  u s e  o f  a c c o u n t i n g  i n f o i m e t l o n  

i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  had p o s i t i v e  i m p a c t  on t h e  p r o f i 

t a b i l i t y ,  i . e . ,  t h e  f i n a n c i a l  p e r f o r m a n c e s  o f  th e  s e l e c t e d  i n d u s 

t r i e s .

9 . 3  SMoaeeted F u tu re  Q u t l o o k i

A l th o u g h  t h e  inqfuiiey i s  p r i m a r i l y  a d e s c r i p t i v e  as w e l l  a s  

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

c o n c l u s i o n s  a b o u t  t h e  management u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  c o u l d  

be t e n t a t i v e l y  drawn.  The a b o v e  summatles  and main i s s u e s #  m ig h t  

p r o v i d e  c e r t a i n  i n s i g h t s  i n t o  t h e  p r a c t i c e  and e x t e n t  o f  management

PLANNING COMMISSION, GOVERNMENT OF THE PEOPLES' REPUBLIC OF
BANGLADESH, The F i r s t  F i v e  Y e a r  P la n  1 9 7 3 * 7 8 . o p . c i t * ,  p » 2 5 9 .

As p e r  S e c t i o n  3 o f  C h a p t e r  8 o f  t h e  S tu d y .
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u s «  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  

a r e a s  i n  t h e  n a t i o n a l i s e d  i n d u s t r i e s *  and m i g h t  e x p l o r e  m a j o r  e n v i r o n *  

m e n ta l  and o t h e r  f a c t o r s  o r  f o r c e s  i n f l u e n c i n g  the  u s e  o f  a c c o u n t i n g  

i n f i o r m a t i o n .  As s u c h ,  a f t e r  b r i e f  r e v i e w  o f  the  f i n d i n g s  i n  the  

ab o v e  s e c t i o n ,  l e t  us  now p r o c e e d  t o  d i s c u s s  some i m p l i c a t i o n s  as 

w e l l  as  d i r e c t i o n s  f o r  f u t u r e  r e s e a r c h  i n  the  c o n c l u d i n g  s e c t i o n  o f  

t h i s  t h e s i s  w i t h  the  e x p e c t a t i o n s  t h a t  t h e y  w o u ld  p r o v i d e  h e l p f u l  

d i r e c t i o n  t o  t h e  p o l i c y  m a k e rs ,  r e s e a r c h e r s ,  and c o n c e r n e d  authori<> 

t i e s  o f  t h e  s e l e c t e d  i n d u s t r i e s .

The f i n d i n g s  s u g g e s t  t h a t  i n c r e a s e  i n  the  management u s e  o f  

a c c o u n t i n g  I n f o r o i a t l o n  in  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  i n  c a s e  o f_ I '
t h e  s e l e c t e d  n a t i o n a l i s e d  i n d u s t r i e s '^ ^ '^ ^ t i e a d  t o  b e t t e r  f i n a n c i a l  

p e r f o r m a n c e ^ r e s u l t i n g  i n  h i g h e r  p r o f i t a b i l i t y .  The f i n d i n g s  f u r t h e r  

s u g g e s t  t h a t  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  

and c o n t r o l  i s  th e  com bined  ou tcom e o f  t h e  i n t e r a c t i o n  o f  many f a c t o r s  

r e f e r r e d  t o  e a r l i e r  w hich  s h o u l d  be  a t t e n d e d  t o  f o r  i n c r e a s i n g  t h e  

th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l .

Hany p r o b l e m s ,  d e f e c t s  and d e f i c i e n c i e s  w ere  i d e n t i f i e d  I n  t h e  

u se  o f  a c c o u n t i n g  i n f o r m d t l o n  i n  v a r i o u s  a r e a s  o f  f i n a n c i a l  d e c i s i o n s  

and c o n t r o l  i n  t h e  p r e v i o u s  s e c t i o n s  and i t  can now b e  r i g h t l y  s a i d  

t h a t  t h e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i s  a l s o  d e p e n d e n t  on t h e  

rem oval  and s o l u t i o n  o f  th e  a f o r e s a i d  p r o b l e m s ,  d e f e c t s  and d e f i c i e n -  

c l  e s .

The o b j e c t i v e  o f  a c c o u n t i n g  may be  v i e w e d  n o t  o n l y  a s  r e c o r d i n g  

and r e p o r t i n g  t h e  b u s i n e s s  o p e r a t i o n s  b u t  as  p r o v i d i n g  r e l e v a n t

365
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f i n a n c i a l  I n f o r m a t i o n  f o r  b o t h  e x t e r n a l  and i n t e r n a l  u s e r s *  p a r t i c u 

l a r l y  f o r  h e l p i n g  nanagement  o f  the  s e l e c t e d  I n d u s t r i e s  i n  I t s  d e c i 

s i o n  making and c o n t r o l  f u n c t i o n s .  In p u r s u i n g  t h i s  o b j e c t i v e ,  

management a t t i t u d e  and a c c o u n t i n g  sys tem  s h o u l d  be  r e o r g a n i z e d  t o  

t a k e  c o g n i z a n c e  o f  th e  management and o t h e r  u s e r s *  n e e d s  f o r  d e c i s i o n  

making p u r p o s e *  R e s e a r c h  s t u d i e s  I n t o  th e  u s e  o f  a c c o u n t i n g  I n f o n n a *  

t l o n  a r e  t o  a s s i s t  the  d ev e lo p in e n t  o f  management a c c o u n t i n g  a p p r o a c h e s  

f o r  c r e a t i n g  a c o n g e n i a l  e n v i r o n m e n t  t o  h e l p  u s e  by m a n a g e n e n t  o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  i n  t h e  

n a t i o n a l i s e d  i n d u s t r i e s .  A u s e f u l  a c c o u n t i n g  s y s t e m ,  as f a r  as p o s s i -
r 'I

b l « ,  s h o u l d  m eet  g e n e r a l  q u a l i f i c a t i o n s  o f  o b j e c t i v i t y ,  r e a l i s m ,  p r u 

d e n c e ,  c o m p a r a b i l i t y ,  c o n s i s t e n c y ,  i n t e l l i g i b i l i t y  and e a s e  and 

economy In  p r e p a r a t i o n * ^ ^

High u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  c a n  be  e n s u r e d  by p r o v i d i n g  

k n o w le d g e  r e g a r d i n g  the  p r o p e r  p u r p o s e s  o f  g e n e r a t i n g  a c c o u n t i n g  

I n f o n R a t i o n  t h r o u g h  f o rm a l  and i n f o r m a l  t r a i n i n g  on t h e  i m p o r t a n c e  

o f  su ch  u s e  and a p p l i c a t i o n  o f  a c c o u n t i n g  i n f o r m a t i o n  and t e c h n i q u e s  

i n  managements f i n a n c i a l  d e c i s i o n s  and c o n t r o l *  By i d e n t i f y i n g  t h e  

r e a s o n s  f o r  low u s e  and th e  p r o b l e m s  h i n d e r i n g  t h e  p r o p e r  u s e  o f  

a c c o u n t i n g  i n f o r m a t i o n ,  t h e  p r e s e n t  s tu d y  f a c i l i t a t e s  t h e  r e m o d e l l i n g  

o f  the  management p a t t e r n  and a c c o u n t i n g  s y s te m *  F u r t h e r *  the  o b s e r 

v a t i o n s  made on th e  management p a t t e r n  s u g g e s t  t h a t  t h e r e  was a n e e d  

f o r  g r a n t i n g  maximum autonomy w i th  p r o v i s i o n s  f o r  e f f i c i e n t  n o n l t o -  

r i n g  o f  t h e  p e r f o r m ^ c e s  o f  e n t e r p r i s e  management so  t h a t  i t  c o u l d  

t a k e  c o r r e c t  d e c i s i o n  and prom pt  a c t i o n  i n  i t s  d a y - t o - H a V  o p e r a t i o n s *

MlSHRA, N . ,  A c c o u n t i n g  f o r  P r i c e  L e v e l  C h a n g e s * S u l t a n  Chand and
S on s ,  New D e l h i ,  1 s t *  E d i t i o n ,  F e b r u a r y  1 9 8 2 ,  p * 29*
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Feedback  o r  f o l l o w - u p  i s  o n e  o f  t h e  I m p o r t a n t  f a c t o r s  w h ich  

i n f l u e n c e s  the  p r o p e r  u s e  o f  a c c o u n t i n g  i n f o m a t l o n .  H ig h e r  l e v e l s  

o f  managenient u s u a l l y  have  th e  t e n d e n c y  t o  c o l l e c t  t h e  f i n a n c i a l  

s t a t e m e n t s ,  r e p o r t s f  e t c .  as p e r  s t a t u t o r y  p r o v i s i o n s  w i t h o u t  r e g u 

l a r  f e e d b a c k  f u n c t i o n .  Feedback  n e c e s s i t a t e s  th e  p r e p a r a t i o n  o f  t h e  

f i n a n c i a l  s t a t e i a e n t s ,  r e p o r t s ,  e t c *  a t  f r e q u e n t  i n t e r v a l s  a l l  th e  

y e a r  r o u n d .  H igh e r  l e v e l s  o f  raanagenient s h o u l d  e n t e r t a i n  smd r e c e i v e  

r e p o r t s  on the  f i n a n c i a l  as w e l l  as o v e r - a l l  p e r f o r m a n c e s o f  th e  e n t e r 

p r i s e s  w i t h  sumtnaries t h e r e o f  and se n d  back i t s  conm ents  w i t h  n e c e ^  

s s a r y  i n s t r u c t i o n s  and s u g g e s t i o n s  f o r  c o r r e c t i o n s  and p r o p e r  

i i l p l e m e n t a t i o n .  '' |

In o r d t . r  t o  s y n c r o n i t h e  gap be tw een  t h e  d e c i s i o n - m J c i n g  f u n c -
|i

t i o n  a t  the  h i g h e r  l e v e l s  and t h e  b u s i n e s s  o p e r a t i o n s  a t  the  l o w e r  

l e v e l s  w i t h  r e g a r d s  t o  w o rk in g  c a p i t a l *  t h e  * o p e r a t i n g  o r  a c t i v i t y  

c y c l e *  a p p r o a c h  may be  e x t e n s i v e l y  u s e d  by th e  n a t i o n a l i s e d  i n d u s ^  

t r i  es ,

V i r t u a l l y *  a l l  the  e n t e r p r i s e s  u n d e r  s e l e c t e d  i n d u s t r i e s  a r e  

c a u l t l - p r o d u c t .  Th is  i s  a c o i a p l i c a t l n g  f a c t o r  i n  t h a t  i t  makes m ore

d i f f i c u l t  the p r o v i s i o n  o f  c o s t  and demand i n f o r m a t i o n  f o r  p r o d u c t  

/ ' I  p r i c e  d e c i s i o n s  i n  n e c e s s a r y  d e t a i l  and f o r m ,  p a r t i c u l a r l y  I n  t ^ e

m u l t i - p r o d u c t  e n t e r p r i s e s  o r  i n d u s t r i e s .  I t  i s  a l s o  an i i a p o r t a n t  

a s p e c t  o f  b u s i n e s s  b e h a v i o u r  i t s e l f  t o  b e  l o o k e d  i n t o  I n  t h «  i d e n t i 

f i e d  i n d u s t r i e s .

Dhaka University Institutional Repository



f y x t b a i . ,  Pt t g c . U o n i . j A i , f v i a o r t ..

In  th e  p r e v i o u s  s e c t i o n s ,  we have  p r e s e n t e d  th e  sumiQary and i a p l l -  

c a t l o n s  i n  term s  o f  I t s  t h e o r e t i c a l  o r i e n t a t i o n .  The r e s e a r c h  p r o b 

lem we have  s t u d i e d  i s  o f  a w i d e r  domain as  w e l l  as  o f  a v e r y  c o m p le x  

n a t u r e .  As s u c h ,  an i n d i v i d u a l  a t t e m p t  I s  c o n s i d e r e d  i n s u f f i c i e n t  to  

I n v e s t i g a t e  the  p ro b le m  In  i t s  c o m p l e t e  f o r m .  Thus, i t  i s  c l e a r  t h a t  

t h e r e  i s  a n e e d  f o r  f u r t h e r  r e s e a r c h  t o  be  c o n d u c t e d  I n  t h i s  d i r e c t i o n  

t o  e x p l o r e  t h e  p r o b le m  i n  more  d e t a i l s .

The f i n d i n g s  o f  t h i s  r e s e a r c h  p o i n t e d  o u t  some i s s u e s  and ques 

t i o n s  f o r  f u r t h e r  I n v e s t i g a t i o n .  One o f  the  d i r e c t i o n s  f o r  f u t u r e  

r e s e a r c h  i s  t o w a rd s  e x t e n d i n g  the  s c o p e  and boundary  o f  t h i s  s t u d y .  

Only t h r e e  i m p o r t a n t  a r e a s  o f  f i n a n c i a l  d e c i s i o n s  and c o n t r o l  v i z . »  

c a p i t a l  e x p e n d i t u r e  d e c i s i o n s  and c o n t r o l ,  w o r k in g  c a p i t a l  d e c i s i o n s  

and c o n t r o l ,  and p r o f i t  d e c i s i o n s  and c o n t r o l  w ere  i n c l u d e d  i n  t h e  

p r e s e n t  r e s e a r c h .  But t h e r e  I s  a n e e d  t o  e x t e n d  t h e  s t u d y  o y e r  t h e  

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

t o  f i n d  o u t  the e x t e n t  o f  u s e  and i m p a c t  o f  such  u se  o r  o t h e r w i s e  on 

t h e  f i n a n c i a l  a* w e l l  as o v e r - a l l  p e r f o r m a n c e s  f o r  b u i l d i n g  up w i d e r  

g e n e r a l i z a t i o n  a b o u t  t h e  i m p l i c a t i o n s  o f  u s e  o f  a c c o u n t i n g  in forma-*  

t i  o n .

A s t u d y  r e g a r d i n g  the  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  f i n a n c i a l  

d e c i s i o n s  and c o n t r o l  i n  a therxtk ia i ix tkasexM ii i le rxstvr i  t h e  c o r p o r a t i o n s  

and i n d u s t r i e s  o t h e r  than  t h o s e  u n d e r  s tu d y  to  r e v e a l  t h e  I m p a c t  o f  

t e c h n o l o g y  l i k e  c o m p u t a r l z e d  management i n f o r m a t i o n  sy s te m  and m a r k e t  

o r i e n t a t i o n  on th e  u s e  o f  a c c o u n t i n g  I n f o r m a t i o n  f o r  management d e c i 

s i o n s  may e x p o s e  some m e a n i n g f u l  t h e o r i e s  and c o n c e p t .
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R e s e a r c h  I n v e s t i g a t i o n s  as r e g a r d s  the  d i f f e r e n t  m a n a g e r i a l  s t y 

l e s  o f  Use o f  a c c o u n t i n g  I n f o r m a t t o n  i n  d i f f e r e n t  l e v e l s  o f  management 

may a l s o  c o n t r i b u t e  s i g n i f i c a n t l y  t o  the  a c c o u n t i n g  s y s t a n  d e s i g n  and 

management p a t t e r n .  ~ ~

I t  i s  e s s e n t i a l  t o  f i n d  o u t  th e  a t t i t u d e  o f  management t o t o a r d s \ ^  

th e  u s e  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  managements  d i f f e r e n t  a r e a s  o f  . 

d e c i s i o n - m a k i n g  and c o n t r o l  f u n c t i o n s  In  g e n e r a l  as  w e l l  as t o  e x p l o r e  

t h e  i m p a c t  o f  o r g a n i z a t i o n  s t r u c t u r e  on t h e  e x t e n t  o f  u s «  o f  a c c o u n 

t i n g  i n f o r m a t i o n .

The f i n d i n g s  o f  t h i s  s t u d y  a l s o  s u g g e s t  t h a t  f u r t h e r  r e s e a r c h  

i n v e s t i g a t i o n  i n t o  aanag,ffinent d e c i s i o n  s t y l e s  v i s - a - v i s  t h e  fuse o f  

a c c o u n t i n g  i n f o r m a t i o n  i n  management d e c i s i o n s  and c o n t r o l  m i g h t  

I d e n t i f y  any v a r i a t i o n  betw een  d e c i s i o n  s t y l e s  and s u c h  u s e *

Few s u g g e s t i o n s  f o r  f u r t h e r  r e s e a r c h  i n  t h e  a r e a  o f  management 

use  o f  a c c o u n t i n g  I n f o r m a t i o n  i n  d e c i s i o n s  and c o n t r o l  have  b e m  

p u t  f o r w a r d  h e r e  b u t  th e  s c o p e  f o r  t h e  d e s i g n  o f  f u r t h e r  s t u d i e s  

rem ains  w id e  o p e n .  In  o r d e r  to  b road en  the  a r e a  o f  a p p l i c a t i o n  o f  

a c c o u n t i n g  i n f o r m a t i o n ,  t h e  n e e d  f o r  f u r t h e r  i n v e s t i g a t i o n s  i n  t h i s  

aX‘Oa c a n n o t  be  i g n o r e d .  I t  i s  hoped  t h a t  the p r e s e n t  s tudy  w o u ld  

p r o v i d e  a u s e f u l  g u i d e  f o r  any such  a t t e m p t  i n  f u t u r e .
y
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QriglnBl Raquim vifcs o f TetaX Ceqpital caq^enditurs (E l«nonb-«iM  
under the Selocted Xndtwtrlea BstabllBhed During th> Porlod 19St

(In

reelected
XndustrlM

-------------  ,
Jute 1 Cotton T «ctlltt 

1

t
^ugar and Food t b ta o l and En t

(C orporation-

Major
F4«SRents o f
C apital B|^GIXlltllra\^

16714
loons

►

• 1000 
• lArdts 
t e^ )aeity  
« t t 1 t

:48S00
• SfiindlM
•
11*

1000 * 119,650
Units ! Tons
capacity111t

; 1000 : 268,116 ; 10 
; um ts , Tons • Uh 
, capadtj^ j CQ 
• • •
! : :* • f

Pre CocMatruetlon 
^Q9enditur« 9.31 0«S6 0.45 0.01 3.41 0.03 8.90

Construction Vtodcs 242*81 14.53 12.38 0.25 77.74 0.65 172.91

Machinery and 
Cqu^yaents 283.18 16.94 14.98 0.31 100.751 t 0.84 292.46

Other Coots 85.70 5.13 4.19 0.09 31.10 0.26 81*73

T otal o f Cfelglnal 
E;stlraat«A Qast 621.00 37.16 32.00 0.66 213.00 1.78 556.00

(soust^t aangladMh XnAutrlaX D«v«lo|BeRt: C ocforatlon (BUX:}, SOX: In. Fjg 
Planning D lv lslefi, HCX:, 1972, Daoca>«
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/VPPEWDIX -  1(3)

O riginal Raquinnonts o f  Total C apital Expanditur® (E iaam t-w iae) ci 
under ^elected N ationalised Industrlas K«tabll» h» d IXiring the P ecia

(Xn

Selected
Industries

1 JUb*
"7---------------- 1 ----------------------------
PMfeon it a t ile  -̂̂ igar «id  Ebod 
! f

♦
1 S teel and Brnin

Major
nicnente o f 
C apital ESqMnditu^

; 12 Icieh
. sq* YMe*tftt
«

! 1000 , 137,000 ; 1000  ̂ fiSM ;
• Uhlte : Spindle^ Unite \ iaim  \
• cap a d tx  • oap ad t!/ ,
' ’ » : • 
1 ! ! ' !
! i ! I I

1000 ; 10 ,000; 
IMLts • Vcms • 
CATiaclty *
'  • i 

! !

1000
Units
capad

Pro-Conetrxiction
i^ipcnditure 4*50 0.004 6.18 0.045 1.10 * 0.168 3.S1 0.:

Constcuetion ^^oika 102.S8 O.OSS 68.00 0.496 3.91 0.597 67.18 6.'

Machinery and 
Uiuipnent 131.32 0.109 274.18 2.001 14.66 2.238 122.50 12.;

othar Coets 35*10 0.029 79.55 0.581 13.04 1.991 26.35 2«<

T otal o f O riginal 
cotim ated Cost 273.S0 0.227 427.91 3.123 32.71 4.994 219.54 21.1

(sourcttt Pirojact Proilotaae o f the Zndivldual EntnrprlwM i)
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API>EWDIX »  H (A )

iRfMMStailt I t o f P ro fit and Loss A /c and Balanc« Sheet o f 78 F^nterpc 
Under Juta Industry

I Gross • Net ^>ebtan jtiiventflcy | Mvanca | Cash | T ota l ' Qartc ! L la b l-
' Flmd t rixmi ' .(stock and ' Def)osits> aaite ; current Ov«b̂  UtiM
; Assets • Assets 
’ at oosi;

^f3toi:«s)

lAahW  U  
U t l « f  IS

! and Prsirf Balance assets < d ra ft A ir ; foe t fc 
\ Paynents , • (i/D ]( goods ; eRpvH ot
. (Z m s ! . : : \am  \ n
• t>ronr*} |

1975.76 2931 1936 458 1327 392 56 2233 926 243 422

1976-77 3026 1852 457 1324 422 54 2256 1167 190 427

1977-78 3231 1889 833 1694 465 80 3072 1764 190 698

1978-79 3433 1909 690 2112 695 102 3599 1701 226 1041

1 9 7 9 ^ 3674 1955 1134 2663 641 137 4575 1522 309 838

Averaget 32S9 1906 7U 1B24 523 86 3147 1416 232 685
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APPEMDIX -  11(A) (Confcd«)

ItflBS ; OebonJ C apitfa ^k]ulty | Ratals t T o ta l} Cost o f | Maxk«t | BEST f T b ta l; ^ M ln g W  j 
! turas t Etaplog^ ned Eai{ Saloa • Produo-; value i t Tangly C apital virafit;
: I «d : t -flin g s ; I tlon  i o f  ) , b l«  « !

Years X ! ! } { * ; t ou tpu t; I A ssets I
M l . . * 1 — ..................................................................................... .....................................................  t . ,  . . .  . . . . . . I  1 . 1 . . .  .............................................. . . . . i l l . . . I .

1975-76 447 2368 703 (937) 2958 2758 2991 (363) 4169 432 (430)

1976-77 46S 2115 703 (1410) 2063 3098 3067 (719) 4108 263 (623)

1977-78 471 2060 7D3 (1817) 4065 4387 4248 (1060) 4961 171 (968)
1978-79 455 2274 699 (1326) 4534 4733 4950i| ( 944) 5506 365 (695)

1979-80 454 3090 697 521 6346 SOTO 5875 513 •830 1535 1062

Averagei 458 2461 701 (994) 4169 4009 4230
1,

(515) 5055 553 (331)

(soureot Annual Reports and P«rfemanoa Haports o f Banglado^ Juta Mills c 
for the yoars, 1975/76 to 1979/00)
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Itens o f Profit and toss A/C and aalanm Sheet o f 59 lanterpdow 
under Cotton TcoetlXe ^Mustry .

(In KU]

t OmoB ; Nafe ) Caah * tJebton M bei$ invoiiP̂  other j TVatal 'Total | Ttaad̂  othto* Cu 
Fixed ; Flxad ; and •Advances} ; to>y « Cutrento Current/tfangln cu«s . 3C«an ; Cn
Asset* Aes«fê  nisrtt ! A Loems ; ' Assdts ; Assets ; b le  ; etc* 

; Assets'
* <

1975-76 805 488 85 565 225 756 131
i

153 1 2025 997 381 14<
1976-77 827 477 90 840 222 440 33 1403 1880 908 441 244
1977-78 1120 771 100 1313 227 430 388 2231 3002 1060 1193 24!
1978-79 1594 1168 150 1200 240 495 462 2307

j L 1
3475 1100 1250 28<

1979-80 1524 1004 49 1046 27D 738 500 112333 3337 1150 1348 23:

ven ^ t 1174 782 94 993 237 572 303 1962 2744 1043 923 2»

-fc.
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AWEKDIX ~  I K B )  ( c o n t d .)

\ lt«M

Vaars \

i Total I Gqylty ! Retail • Ket- ! Maxkatt >̂ etua2| Coot o f , Total \ 
! • Ci^taU ned GaIM̂ )ortIt Valuo | Sales ; Produo- • Goat ; 
! ! ; nlngs • {o f , (Not) 1 tlon ; 'i 1 J I S OabpM> ; (Actual)*

ESSES . ZntecW Nat 
, eat : PBofr- 
• Chav ;̂ i t

\

t Kal 
; VaJ
;o f

1975̂ 78 1748 223 53 276 1862 1820 1332 1609
[

211 35 17 12J

1976^77 1775 196 (91) 105 1496 1B13 1542
Ji

1097 (84) 58 (138) 10(

1977-78 2979 169 (146) 23 2062 2072 1729 2093 (21) 44 82 14(

1978-79 3671 262 (4S8) (196) 1900 2498 2289 2315 183 46 (36) 134

1979-60 3479 97 (239) (142) 2175 1445 2458 2488 (43) 67 (187) 151

2731 189 (176) 13 1899 2130 1870 2080 50 50 ( 52) 13J

(^^iouroe • Annual Hoports end Pttrfacnaneat Reports o f  Bangladenh T « c t i l «  
fior th e  yaarsf 1975/76 t o  1979/&0*) ,
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-  APPENDIX «  n (C )

Item s o f  P r s fit  and l« s s  A /e  and Balance ^M et o f  
43 E ntoeprisea und«r -Xigar and Fbod In d u stry .

L '

' * ( ,  I , ■ r - r r - - I I

I t « »  { Gross ; Nsfc * Cash \ Debtors, ; ' Inv«H !

Years \

• Assetflt Assettf Bank
• ! *• • *! * *

\l 1* !

* and Loan̂
;
f ; •

11 
1 - •
1

; /Assets 
• t I f

; Assets 1 1
• 1

; fdble { etc* 
• Assets
i i

' loan < 
* . <
‘ *(

1975-76 665 406 48 365 172 543 26 962 1388 392 i€4 ;

1976-77 668 ' 409 50 387 144 793 46
1

1276 1685 433 135 ^

1977-7B MO 476 64 428 189 k l!
1 1
798 . 13 1303 1779 449 241 ^

197»-79 680 S20 82 412 144 k 7D6 14 1214 1734 456 261 ;

1979-80 903 1 522 63 533 181 i 915 14 1525 2047 496 330 <

iVverage 771 467 61 425 166 -- -751 23 1260 1727 446 226 :

I I
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AP£>Ê agX »  II(C) (oontd.)

X to is  ! T o t a l ; Elquity !R eta liw , ttefc \ Masket; Actual* Cbst o f  . T o t a l ; KaiZ| Xnfc«>> \ Not
■ Drtit* t Capltaa. W  Sajp- * WtftH ViavHi; -’a lofl { Produo* • C ost ! , m t  ' J^poflty

, h ln gs , ' o f  , <Not) | t l« n  I 1 * • charged Loss
; : i * output; . (A ctu a l); i \

—  . ■ ■ - ■  . . L . . . — .  .  .  — «  .1 ■  I I .  .1 1. * ,  . — i t . .  I I I .  .   ...................... I .  i , .  , I .  .11  , .  . .

1975>‘K i2oe 250 (70) 180 1273 1312 980 1101- 211 45 (21)
1976-77 1473 251 (39) 212 16S0 1432 1034 1486 (54) 54 29

197%.'3® 1598 262 (81) 181 1993 2010 1600 1736 282 63 17

1978-79 1553 264 (83) 181 2050 213« 1725 1773 363 57 21

1979-80 1799 318 (70) 248 2175 2268 1685
11
ld28 440 58 37

/ivarage 1526 269 (68) 200 1828 1832 1407 1383 249 55 16

(5kum i ArftMal Reports and Perfomance Reports o f Bangladesh Su^ir and F\ood Ir 
for the yoars, 1975/7S to 1979/&0 and rinFtncial »ta tlstloi o f the 
flron 1975/73 to 1960/81.)
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 ̂ 1•i

Appaiag -  n(p)

Xtoaa o f P ro fit and 
37 EUboKprtmee under

Loea A /c and t̂ iXanoa -̂ haat. o f  
3 t«a l and i^ngiiiearing Zndustey^

I /  rV '- ■

Nat I Cafih . Dei>. Deb-> ZkmiH 
F lxtd   ̂and • t e n , • tor^  tory  
M s e U  Bnk | Advan-I

* and
Loons

OthMT |Ttotal ; Tbtal ] Trad*ioChc«; Cash I 
Clitr«!n(; Qixnntf Tang- • Ĉ ias, .Loan • Cred-| 
Assets . rsBttB ! Ible i etc.

' Asa«riu(
I ;

O/D

1975-76 9641 717 63 784 201

a

460 238 1543 2260 831 1B2 241

197&-T7 97B 672 175 807 207 392 192 1565 ' 2237 908 163 125

1977^78 996 631 127 515 193 417 600 1659 2290 1020 221 87

1978-79 638 624 loe 567 187 1182 - 1857 2481 797 575 143

1979-80 642
I

61S 142 831 276 1513 21 2507fli 3122 953 865 310

Mreraga 844 651 123 700 213 793 210 1826 2477 902 401 181

/

F
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r.S lp ;. .tfigntekl

\  zt«nB » Total I 
\  iDabks

\  1 ! Yaars \  t •
A !  . !

• » i 1 Equity ; Retai-i m t * fiark«î  
Capital, ned • Valus * 

; Beam- * ! o f ,
' ings ; • Output; 1 1 1 1! i . !

Actual* 
SalM !
(Nttty

1

Goet ( «ota4Ban;xnt«n>j Not •Had 
o f , Cost; * est ; Profltj Val 
Froduo-; • 'Char^i , o f 
tlon ; ’ jg a . ; ; Bqu 
(Actual); • • . ;

1973-76 2126 188 (54) 134 1200 1177 856 1038 139 61 40 157

1976-77 2059 180 (10) 178 1496 1562 1205 1412
11

ISO 58 83 152

1977-7B 2159 147 (16) 131 1505 1528 1140 1370
I

158 SO 54 144

1978-79 2357 181 (57) 124 1560 2054 1996 1996 58 53 115 160

1979b«)0 3005 174 (57) 117 1600 2531 2504 2504 27 71 145 157

Average 2341 175 (39) 136 1472 1770 1540 1664
1 ,

106 59 87 154

(sourcei Amisl fiaports/AceotsAs and Parfionnanee n«ports o f Bongladodi St««l a 
Corpomtim ftxr the yearai 1975/76 to 1979/00*}
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Ztans o f P ro fit and Urns A/C and BaXanee ^ loet c f 30 Sntterjprlaos 
under C hoiieal, FIsEtillaear and t>Bpcr industry

‘ (In

\  It«R8 

Yoars\

M  t  1

;Q rm 8 , Not : Cash 
1 n xod * Flawd ; and 
, Asooto AoMfta( Qaife
; I •

I ;

; D ab-' 
• t4ir»,!
J Adhnui
, - C O B ,
;and .

D eb-, XhmM  Othar , «o ta l ; T^stal, Tkodi| Ofchai; CaaH Tie 
t o n  * tery  * Currm t Cbnreni! irangl * Dues/ I«an * Cu 

f { ^\o«ets • Assots , «l»le | etc* * * d ito  U  
; .̂ M»ofc« . , and, 11

; ! . 1 i • *
1 ___  . L * * ! I

1975-76 2534 1821 24 860 134 536 287 1707
1
3528

i
1049 310 618 19

1976-77 3246 2316 38 126S 354 897 372 2572 = 4888
11

1191 412 526 21

1977-78 3400 2241 (74) 1670 208 601 635 2832 5073 1168 539 633 23

1978-79 3866 247B S2 2050 333 275 708 3085 5563 715 1721 52 2A

1i»79wao 3927 2256 20 982 486 252 2499 3753 6009 1153 1705 123 25

■'■ivierago 3399 2222 12 1365 303 512 901 2790 5012
1'

1055 937 391 23

ec

A
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APPEWax »  IK E ) (con td .)

Equity i R « b a H  ̂  1 Hacfcott
Capdtai: ned • IM K  Value < 

J E>um-1 ' o f  t
; ings ! !
A — — A - ■ i - i . — I I II ■ ...11 4

A ctual 
a a lM j 
(ttab) '

Cost o f . tb ta ^  sarr  
^ o d u ^  * o o s t ;
t i o i  I : ;
CAetual]( ;
..I—- ..... A.I. 11 ..fcn I II ■>

Z n to j Not , Hajflcel 
r e s t  • P v o tlt V^2i» 
OmvJ I of
9®* ;E q u ltj

197&-76 4299 401 (1172) (771) 1043 1050 961 1150 <100) 114 (247) 2959
1976-77 4529 546 ( 187) 359 1630 1SB7 1115 1681 ( 94) 110 168 3584

1977-lB 4017 1480 ( 424) 1056 1991 1896 1543 2045 <189) 144 (125) 4505

197B-79 4628 396 539 935 2527 2271 1660 2400 <129) 204 ( 43) 5860

i97»-eo 5093 396 520 916 2350 2711 1700 2966 (255) 203 < 32) 4995

Aw«eaga 4513 644 (145) 499 1908 1895 1396 2048 (153)
II

155 < 56) 4219

(Souccet ^mnaal RepoKts/AocxNJnks and Pvetomanom Repocts e f Bangladesh Chnlet 
CorpoBation fbr the years, 197V7& to 1979^0*)
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Various inpoctoAk Avarag* Ratios o f the Xndustcias Unier stud  ̂
foe ttw Porlod Covwing 1975-76 to 197»i^ .

, Ratio jRatie , Capital 
, (CMCL) .(CApitoi: to

AvMRifira !i I, Nat Flxad I Total! Current ,Oilck J i Jadclag , Znraitotry
f Tu«nover ' CoUectifln j Aaaeta
, (Saloa ♦ • period • Turnover

vmtor^ gikla i InvantoKy) i (Aoooimta * (Salas ♦
CL) 2 AsMts * (In Tinea) • RacalvablM( NM)

; ! (VC* t U  3flS ♦ (Xn tUnaa)
Asaata) , * Salaa) ’
(Zn p a r.;  ̂ ! (Zn daya)

1 > * een tago)

, TUntoirer 
, (Salas ♦

(Zn tlMfl

Juta 1.21 0«51 10*93 2.2S 2.7B 02«41
Cotton fogctila 0.99 0*63 (8.S3) 3«7a 103 2.72 77.6S
Sugar and fted 1*20 0.49 12*27 2.44 72 3.92 106.0C
steal A Qnginearing 1.23 0*70 i3*ai 2.23 81' 1 2.72 , TUM

QMBieal 6 Ftertl̂  
li« «r 1*17 0.95 0.12 3.70

j ' )
228 0.85 37.8C

-V
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Ratloe

In d u s t r ie  
(C orporation^  
w ise )

Return 0B| R«tutn on jplotum  on 
Networth • ‘Cotal o d ^ !
(NP *  m y glnal Zi^ • XnmstMnt 

I vestment i (RCCE)
• (Bacc^A^ , (EBrr« ia ) 

(In  poK  ̂! (In  pacw | (In  p&>> 
c e n b ^ }  I M ita g * } • cwriuige)

* R«tucn on ; 
I eapital , 
,agpl«y«d : 
, (RCC)
* (NE^«apltal> 
; (In p«ceen», 
; t « 9 « )

0«ibts to 
TSotal 
A m «ts 
(0«bfe9* 
» )
(In per- 
contage)

, tias inb«a 
, Ganwd 
• (EBre«xnt(

(In peceoi 
t*g«)

JUbe NC (1S.S0} (10.10) (13.45) 105.80 (1.93)
Cbfcton T «A ile (400«00> 4*26 1.82 (9.51) 99.53 1.00
Sugar and VooA 8.00 32.29 14.42 2.36 8S.36 4.53

stmA ft BhginMelngi 63.97 12.S6 4.28 8. 75 94.51 1.60
Oisnical & FerfclllMr dl«22} ( 4.50) 0 .05 } (2 .ia> 90.04 0.99

^Soueeai asMd on ^̂ pp«nda»-2I(A} to ZX(£}_7
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A^aiDIX »  IV(A)

AipcMrtant XtflMs o f  fid g e t  CstlM atM  fd r  76 SUtmcpKimme under 
J\Am Industry f o r  fche PmelaA Covvsrlng 1975.76 t o  1979-60.

(In  Ml

; C o ^  and Qaiic
; Bkidget \BmvimmA* aidffofe 
\ Ectlnota ; Qudget ' Sirt:i»at« 
i , ; Eistlnatcf

; Salas o f  M srehandise Pcoduet | C ost o f  Production  !
4--------------------------- -— ------------------- -------------------------- ----------- "t F U «

* RsviM d
; Httdgrt
* C stlnato

; Ebdgit * HmwiamA 
• EistiMato * BNdgst 
t ; E s tlm to

1975-76 90 60 3060 2857 2187 . 2420 7

1976-77 93 80 3054 3497 12316 2630 7

19T -̂?B
1
146 103 3215 3996 3411 3993

1978-79 1601 138 3893 4395 « 5524■ I t 1 1 '1 . 4518 12

1979-80 175 ISO 4921 9690 5252
1

5298 . 11

Am rago 133 106 36?9 4127 3738 3772 10

(souroei Budget statsmcnbs o f EMieep̂ UMS Under fior 1974*7
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Snporbanfc Z t a s  o f  Budgot GstlaGrtM A mt S9 EkitorprlM V under 
C otton  T coctil« Industry fo r  th *  l^arlod, 197^ 76  t o  1979^^

(In

I Cash and Baifc | S aU s ! C ost o f  P roduction  I
i R«wiMMl ! O ltiglm i • RwrlMd ] M M jwA J Pla*«l Coot

I E^stlanto I Bstlmsto t Cstlnato * Eatlfliate « Estliaato j EistSoato ^

APPEagJgX -  IV(B)

1975-76 122 100 1714 1834 1204'1 1297 400

1976-77 114 100 2432 1964 1268 1402 419

197TU79 140 130 2403 2754 1440, 1609 57«

197&-79 1S2 124 3391 2859 3102 2816 859

197»-80 IfiS 153 3867 3062 ' 3812 J ,
1'

3256 1268

Avwrago 139 121 2773 2495 2165
' 1

2076 704

(̂ ôuMsot lOfiKlget atatonenbs o f tha EMbec|iciM8 undor B»T«IUC« for 1974
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APPWOSX ~ IV(C)

Xnqsortant: Ztens o f Budget EistlMt<w ftxc 43 {^itecprlsas under 
and Food Industry ^or tho Period Cewering 1975-7S to 1979-80r>

~ ~ ~ ' i .................  I ' ~ ' '...... ~ 'ZtcBs I Caah and Oarte | s«Oos ] Cost o f Produetlan
, „ ^ fc5 5 n a i *RevlMd icB B w l * Rovlsed ’ i ! Hevlaad

• Estlnato I nstlnate I Etftlnsto | Cstlnete {i Estlaote { Estinate
. . . .  ■ i  ..................................1 .1. .  . ...................  li I ......... I . . . —

975-76 S2 SS 1620 1600 778 900

CZn

■4 Fixe
; Cost

1975-76 32 55 1620 1600 778 900 3oe

1976-77 77, 61 1774 1940 884 1 943 340

1977-78 (334) (350) 1904 1840 1370 1510 430

1978-79 (3S0) (387) 1933 2594 1843 2555 521

1979-60 (175) (311) 2294 2300 2179 2279 551

Average (146) <1S6) 190S 2055 1411 1637 433

(î oureei Qttdgot ^ ta ia n ts o f tho ^erprlsoa tmdor BaS«P*X«C* for 1974-75 to 198
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APPENPW IV(P)

Zsqittrtant Itm m  o f  laudgct Estim ates fo x  37 EM^srprises undsr 
and EngSjiserlng Industry fo r  th e  P srlod , 1975*78 t o  1979-80.

<1
I '  ̂ 4 ................... _ ■ ' ' t '

Z t n s  I Cash and Qorft | 2tX m  | C ost o f  Production  |
i OtlglnBl ; RotLs« 1 ! OirLginal * AmI mnI ' Qrlginai ; Revised *
I L stlsA te  ; EstiflM to I EM imato * E stinato I E stlM te  i^istloato *
 ̂ - .....  -- -1- - ... . ■ -. -------------- 1--------- ------ .'1 .................  i ---------

197S.76 140 140 1576 1160 726 6201 f 198

1976-77 aoi 301 2073 2073 1010 1200 270

1977-78 94 77 2000 2216 954 1100 310

197B-79 17 n 2617 2713 2509 " 2599 889

1 9 7 9 ^ 51 17 3531 31S3 3362

■ '1

3022
1

564

Average 101 93 2359 2263 1712 174B 446

(S ooroei Qudgst a ta ta ocnts  o f  the ckiterpclaes under B*S«E«C« fa r  1974-75 to
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APPnNDIX -  IV(E)

Jaqpoetaat Itm s o f Biadgefc Katlnat«s for 30 Enterprises under C 
and FtetiUjMT Zndustry fo t Hm Period, 197S-76 to 1979-40̂

1975-76 142 36 2156 1571 80S 909 280

1976-77 1171 134 2406 2064 966 1072 353

1977-7B M 114 2487 2127 1308 ' 1500 488

1978-79 S3 79 2311 2S87 2084 2445 599

1979-60 63
1

66 3130 3398 292S 3347 878

Average 94 86 2496 2349 1618 1855 520

(Sou£o»i Budget statcnents o f the Bntcrprlses under BwC«X«C« for 1974-75 to

Dhaka University Institutional Repository



APPEMDDC -  Y(A)

Sqportaat lAaifca on 74 ^ vlu stvia l ih t«cp rlsa « S«fc-4^ and Con|dei«d by t?IOC/EPl
iSurln? the Poriodt 1952 -  1972^

(In  MU

S I, ; Nmms o f  Unite • Qst« o f Date o t , OmBb^ |
No* * (S elected Industcy * ex M a »-, cso m n -* tlo n

' o^dstt) , d n g  pm  d n g
; ; du etlon ,
* , o f  the ( d a l
J ; ent«p- , ftfoduc^;

---------------------------- UE^iai_______u tisB _:____ ____ I

c r lg im l Coet ; Revised Cost
, I . j lo c a l  I V aetO j^ i ib te lf  Loeelj Ebrelgrf TotaJ
I fM M s I UjcdiMiF* { tnved cu trq  l^tchan ♦ Inve*
» ^ « cy  ; g e  Ctwpd t«<sn^tncy • Qe Ccn • t««rrt
‘ I ; -n en t I c o s t  * p o n en t; c»Mt

+ I A 9 10 J A .

6 .

6 .

7 .

9*

JUTS ZNDUSHqp

Adanjee Ju te  K U lfl 
I4»S«« Narayan9nnJ

Ju ly
1950

J^aie
1956

6 y rs 26,00 40*00 66,00 27,00 45*00 73,0C

L o tl£  atweny Jute 
Mllle Mca

D ec,
1 ^ 3

Mart5\
1956

^  y rs 2*40 3*60 6 ,00 2*40 3,60 6.0C

K acla Jtite M lU s 
L td ,, Shidra.

i>ac.
1954

March
1957

3H II 3,00 4 ,5 0 7,50 3*00 4 ,50 7,5C

Qhaica Ju te M ills  
i^dUy î hak^*

I^ec*
1954

Doc*
1956

2 tt 3,00 4 ,5 0 7 ,50 3 ,00 4*50 7,S (

N lshat Ju te  K U Ib 
U tA ; M e a

D ee,
1954

D ec,
1957

3 tt 1*60 2,40 4 ,00 1 ,60 2*40 4,0c

Peo|>l(M JU te M illa  
Ltd«» Ohtkm

Ju ly
1951

Ju ly
1954

3 tt 6,50 10.00 16*50 9,90 12,00 21,9c

C reeom t JUtte H U Ib 
Lt d , ,  Dhdea

March
19S2

June
1954

0 f U 6.S0 10,00 16,50
«

6,50 10,00 16«5(

P la ftlian  JV b ilee  
Ju te  H U ls L td ,, 
Khulna

Dee,
19S4

D ec,
1958

4 H 10,00 15,00 23,00 10,00 18,00 28,0C

Otar JUte M iU e 
L td ,, Khulna

March
1955

D ee,
1958

3^ n 4*00 6,00 10,00 4,00 6,00 10*0C

DBu)atpur JUte m i l s  D ee, 
L td ,, Khulna 1952

Oct*
19S5

3 tf 3.00 4*50 7,50 i,oo 4,50 7,5C
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APPENniX -  V(A) confed*

JL J2____ JSL J l .

1 1 . Andn Ju te M iU s L td*, A lly  
C hittagong 19S1

12* C hittagong Ju te M fg, Dee* 
Co* L td«,C hittagang 19S2

13* Quami Ju te K lU s  Nov* 
1 ^ * ,  siraJganjfP abna 1960

14* United Jute K ills  Jan. 
L td*, Nsrsiikgdi 1961

15* Bangladeeh Ju te M U ls Dee. 
L td ., Ghorasal I960

16* w* Ju te M ills  Dee*
U »l*f Chandpur 1950

17* D elta Ju te M U ls Ltd*,Nov* 
Chomaihanl 1961

IB* A jax Ju te iiiXlM  L td*, Nov* 
Khulna 1961

19* A U jan  Ju te  M U ls Nov* 
L td*, N arsingdi 1961

20* C ooperative Ju te M illsN ov* 
L td ., Ghorasal 1961

21* aepanaion o f  United June 
JUte iiiU s tK a n in g d l 1962

22* ^^cpansion o f  B a n g j^  JUne 
desh Ju te H ills  L td*, 1962 
Ghecasal

23* Bac^anaicn o f  V«Ralnan JUne 
Jvtm  M illa  L td*, 1962 
Chandpur

24* S tar A lkald Jute t f i l l^ ^ ^ *  
L td*, cham^pur 1962

25* A fU  Ju te M U ls L td*,
n iu lna 1962

Ju ly
1954
Aug*
1954
Mig*
1962
Jan*
1963
Sept*
1962
A p ril
1954
Aug*
1964
Dec*
1964
A p ril
1965
May
1965

1965
June
1965

J m e
1965

Ju ly
1965
Hay
1966

3 y rs  6*50 10*00 16*50 6 .50  10*00 16»50

1% «  

2 ”  

2 •• 

^  ..

3fll •* 

2% « 

3 "  

«

3% -  

3 ”  

3 ”

4*00 6*00 10*00 4*00 6*00 10*00

6*00 9*00 15*00 6*00 9*00 15*00

6*00 9*00 15*00 6*00 9*00 15*00

6*00 9*00 15*00 6 .00  9*00 15*00

6 .00  9*00 15*00 6*00 9*00 15*00

6*00 9*00 1S«00 6*00 9*00 15*00

6^00 9*00 15*00 6 .00  9*00 15*00

6*00 9 .00  15.00 6 .00  9*00 15*00

6*00 9*00 1S*00 6*00 9*00 15*00

5*00 10*00 15*00 5 .00  10.00 15*00

5 .00  10.00 15*00 5*00 10*00 15*00

5*00 10 .00  15*00 5 .00  10*00 15*00

5*00 10*00 15.00 5 .00  10*00 15*00

5*00 10*00 15.00 6*00 10*00 16*00
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Appoaax -  v (A ) eowfcd.

.2_____ ________ aJL

26« Koliliioor JUte M ills Sept* 
Oauelpur 1962

27« Hâ m̂lur î atawi Jute Sept. 
Mills Chittagong 1963

28* A.K, KInn Jvitm HiUs
LtcU» Qiittagong 1962

29* Sattar Jut« ^Ulla
Ltd., Ghorasal 1963

30* Jabboc JUtc H ills
Ltd«y Bhair^ Baaar 1963

31* National Alta Mills Sept.
Ltd*, Qhorasal 1963
(m o c Hil]sNc».l}

32. ^onali Jute K ills X*d,S«p(:« 
Khuliw (EPZDC JUt* 1963
1.1110 N o.2)

33* M on Jtzte m i l s  Zitd« S ^ ,
KhuUmCEPZDC Juta 1963

. m isKo* 3}
34* ."̂ qpansien o f itiaii June

Juta M ills, Sirajgai4,1963 
Pafana

35* tiaatam Jiite H ills r>cpt«
Ltd., Khulna 1963
(EPXDC J ^  M ills No*4)

36* PubaU Jikta MiUs Odtm
Ltd., Ghorasal 1965

37* Nawab Aakad JUta Oct*
HUla Ltd«, Kendua, 196S
Dhaka

JtBlS
1966
Ju ly
1966

1966
i’̂ jr il
1966
Nov*
1967
Oct*
1967

JaD*
1968

A pril
1966

May
1967

Oct*
1967

Jan*
1969

May
1969

^  y n 5*00 10.00 15*00 6 .00 10.00 16.00

3 •t 5 ,00 10*00 15.00 6 .00 10*00 16.0C

It 5 .00 10.00 15*00 6*00 10*00 16.0C

n 5*00 10.00 15.00 6*C0 10.00 16.0C

4 II 5*00 10.00 15*00 6.00 10.00 16.0C

4 5 ,00 10*00 15*00 6 .00 10.00 16.0C

38* aM m J Jtita M ills  U d*O ct« Mig« 
stuiriahabarl,N |petisinglV68 1969

4lf •* 5*00 10*00 1S*00 6*00 10*00 t£,OC

4% "  5*00 10*00 15*00 6*00 10*00 16*0C

4 ** 5*00 10*00 15*00 6*00 10.00 16*0C

4 "  5 .00  10 .00 15,00 6 .00  lO.OC 16.0C

3^ ”  6 .50  10 .00  16 .50  8 .0 0  10.00 18.0C

3^ •• 6 .50  10.00  16.50 8 .00  10.00 18.0C

4  ”  6*50 10*00 16 .50  8 .0 0  10*00 18*0(1
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^prmaK -  V(A) oontdM

1 2 3 4 5 6 7 8 9 10 11

3 9 . Nabanin Jtite M ills , 
K£uxdtan« CIkIm

Oct*
1965

Ju ly
1969

adf y w 6 .50 10.00 16.50 8 .0 0 10.00 18 .00 8

4 0 . A.H« ^towladAT Jute 
H ills  n h i^

O ct.
1968

Karch
1970

4^ •I 6*50 10.00

1

16.50 8 .0 0 10.00 18.00 fi

T ota l t 232,00 >388.50 620.50 255.90 398.5C 654.40 21

co frcw  1*BCI1 LE IMDUSPW 1 •

U flu s lla  C otton  MUXs 
L td ., RaliganJ

D oc,
1951

Jtme
1954

^  y r » 6 .00 12.00 18.00 e.oo 12.00 20.00 S

2 . razpansioR o f  KusUa 
C otton  M U l*,K aligan3

D ec.
19C1

June
1966

« f II 5 .50 6 .00 11,50 7.00 7 .00 14.00 e

3 . rxNSem ifiatien and Dnc. 
anclng o f  H ibU b  C otton /60  
M ills»  L td ., KaUganJ

D ec.
1962

2 n 1 .00 1 ,50 2 ,50il 1 .00 2.00 3 .00 c

Tbtal t 12.50 19.50 32.00 16 .00  21 .00  37.00 M
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APPEWPDC ■ V(A) confeA,.

1 2 3 4 5 6 7 8 9 10 11

SUQAR AND FDCD INDUSTRY
1. Zaal Pak (tengla) Sû ar Noir« 

H ills XAd«, DewnnganJt 1955 
Hyiaenslngh

d«k *
1958

3 yrs 9*00 7*00 16*00 13*80 4*50 18*00 (

2. Thaleurgfaon Sugar HUls 
Libd*, Thakurgaon« 
DinaJlKBr

Oct*
1955

Dee*
1958

3̂ f w 10*00 8*00 18*00 9*60 10*40 20*00 H

3. Raagpur sugar KiUa 
Ltd*,
Ranggpur

Oct*
1954

Dae*
1957

3% •* 11*34 10*00 21*34 14*00 11*56 25.56 11

4* Jalpurhat Sugar Mills Dee*
1956

Fdbm
1963

4 m 11*00 9*00 20*00 13*00 10*00 21*00 12

5* R ajsh^ Sugar M ills, 
HariaM, Rajflh^

March Dae* 
1962 1964

N 10.00 9*00 19*00 10*00 10*00 20*00 f

6. Kushtla Sugar M ills, 
Jagati, Kushtia*

0 «*
I960 1965

« f * 10.00 9*00 19*00 10.00 10*00 20*00 !

7* Qxpansion o f Thakurgaon Jums 
svIgaK M ills, DUtaJpur 1962 1965

n 2*00 2*00 4*00 2*00 2*00 4*00 04

8, Kobarakgaî  nugar Hills,MiQf 
Jessoce 1964

<Jan*
1968

3ff n 11*00 10.00 21*00 13*00 12*00 25.00 13

9. Sbffmapac Sugar M ills, 
Rangpur

Dee.
1963

Jan*
1968

4 n 11*00 9*00 20.00 13.00 12*00 25*00 13

10* Ground W t OU MUls, 
Kullarehar»MyiMnslng}i

Dec*
1964

Ally
1967

» 3*75 0*73 4*48 3*75 0*73 4*48 3

11« Pancitagar ^igar RlllSt 
Panchagar, Unajpur

Hay
1964

Nov*
1969

9i *
11

11*00 10*00 21*00 13*00 12*00 25*00 13

12, Kaliadiupm sugar Milla 
Ltd*, Hyawnsln^

• JUm
1970

mm 15*12 13*88 29*00 15*12 13*88 29*00 2S

Tbtal I 115*21 97*61 212*82 129*97 109*07 239*04 MS
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APffSWJDt I  V(A) caritAm

1 2 3 4 5 6 7 8 9 10 11

SrCGL AIO ENSZNKCRXNG IM3Ua3OTt
1» Khulm Shipyard Lbd«, 

Khulna
O ct.
1953

Nor*
1957

4  y n 8*49 4*50 12*99 13*42 8*00 21*42 2

2« Dodcyard and Cngg* W odes/Jtes 
Mara îfanigiaî  1950

JUno
1954

4 " 8*00 4*00 12*00 10*00 5*00 15*00

3« O iitfeagong M ills , 
CSiitfcagong

Oct*
1962

J«n*
1967

4% • 99*66 171*11 270*77 150*00 170*00 320.00 16

4* E2ig>aneien o f  Q iittagon g 
M il l s ,Q i i t t a g ^

Dee*
1965

June
1970

4h  ** 32*9S 46*28 79*26 33*00 50*00 83*00 3

S« Bangladei^ DI&m I  
P l « i t ,  Dhaiea

Dec*
1966

Dee*
1970

4  " 7*00 8*50 15*50 9*00 9*00 18.00

6* eastern  Cables (E lao* 
t r ie a l  W irv Cable Mflg« 
P la n t), C hittagong

oet*
1966

June
1970

Ps •* 15*00 10*00 25*00 18*20 12*59 30.79 1

7* Dry Dock, MaraQfanganj A p ril
1965

June
1970

5 " 3.71 1*26 4*97 8*00 2*00 10.00 1

8* aangladeflh Haehiiie T ools 
Faetocy Phase-CC, 
Joydefvpur« % aka

• June
1970

90*2B 90*63 180*91 90*28 90*63 180.91 8

T M al I 265*12 336*28 601*40 331*90 347*22 679.12 34

CHCKXCAL, rt̂ RIXLiaaER AM) 
PHARMACED7XCAL ZNDU ŜnCft

1* N atural Gaa F a r t ilia « r  
RM±eary L td*, sy lh et

Aug*
1957

June
1961

4 y » 53*70 105*70 159*40 109*20 115*40 224.60 18

2« o o r  F actecy , C3dttagonQ Sept*
1962

J m e
1967

4^ - 1*16 8*51 9*67 7*00 5*00 12.00 1

3« Polythene Sag HfSg« P lant JUly 
a t Hatural Gas P e r t ill^  1962 
se r  F a ctory , Fenchuganj, 
Sylhet

J ta e
1966

4  •* 0*15

1

0*20 0*35 0*15 0*20 0 .35

4* T r ip le  ^ 9 «rpliDsphate 
Planb^ly C hittagong

Mapdi
1964

Aug*
1969

9 f  • 9*00 7*50 16*50 10*06 8*74 18.80 1

4^
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APPENDIX «  V(A) Cartfcd.

T 2 3 4 5 6 7 8 9 10 11

5. Pmxdxn Sulphata Plant, 
PendusanJt 3ylhat

May
1966

June
1970

4 y»s = 1*00 2.50 3*50 1*00 2.50 S.50

6. Uraa Pertilisser foetory, 
Ghorasal, dieica

Jan*
1964

Jteie
1969

&S w“ 105*00
ii

139.00 244*00 108.96 154.40 263*36

7. Katna|)hali P^er H ills 
Ltd*, Chittagcaig

sept*
1950

sapk.
1953

3 fli 35.00 15.00 50*00 35*00 16.20 51.20

8 , Khulna Newsprint Mills 
Ltd*, Khulna

Oct*
1956

Oae*
1999

3 f* 34.30 80.70 115.00 43*30 91*70 135.00

9* î qianslon o f Khulna 
NsMsprint M ills Ltd., 
Khulna

F\eb*
1961

April
1965

4 n 27.00 13*00 40.00 27.00 13.00 40.00

10* Khulna Hatdboacd HillB 
Lbd«, KtKOna

O ct.- 
1964

Hay
1966

2 n 3.10 6.90 10*00 6.04 10*08 16.12

!!•  North Bengal Paper Kills,Oet* 
Paksey, Pabna 1963

June
1970

n 29.84 48.16 78*00 77.31 59.59 136.90

Total 1 129.24 163*76 293*00 88*65 190.57 379.22

/~5eureeas (1 ) Bast Pakistan In du strial Dsv«loiaMV± Carperation (EUP*Z«O.C«}y PgoogMs 
e.P.Z.DwC., Ohcmi

( U )  E »P .I*D ,C «, E ,P ,I.D .C , At WoKt. 195a»7D. E .P .Z .D .C *, D aces, 1970 and 

( i l l )  E .P .I.D ,C »« E>p«I>D.C« In  Plqugtsg. PubU e R ela tion s B .P .Z .D .
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APgElTOX »  V(B)

iBQsortant Oiota on 14 (FimiitMii} Induatvlal OntMrpcisa* s«t-up dudUkr tha ftc io d , JUne 19'
<U

SI,; Nbm8 Of s«leeb«l | Date o f |
. ■■■- • — ....- » Data o f 1 Gastî t

* original Eatiatttoa ! Revised EZatlnatos
ih :tt1f

j

(Xndustryî wdLM> ' dng cdcH Ing Coam 
! stru^doKf -«ccia l 
; o f tha <ri»ftcodtto»
! t«nrl«a^  fclan

I
t Period 
j (yoars 
•

* Loca3̂  fteoifp  II 
J Curva Ê Kchan- ! T^tal 
% -«ey f go Cc». \ 
t \ pononts '

1 Local; Tteaiga'
« curron Etehan-; Total 
;ncy ;g e C «»-,
; 1 ponents.

1 _______ Z ______ 1 4 7 ft 9 10 11
JUTE

1« fVirafc-Kamaplmli Carpet Jan* 
raetocvi Rangunia, 197B 
Q iltta g ^

May
1960

a% y n S2.S2
i|
78*85 131*37 124*40 97*47 221*87

2« Bagdto4-0h*a Carpat 
F^ctarytChlttagong

Jan*
1978

JUM
I960

*  •* 51*2S 90*88 142*13 125*28 96*63 221*91

Total 1 103*77 1169*73 273*50 249*68 194*10 443*78

SP«2f?,
3. KishergaiO T «ttile 

MiUs UtMm
JlSM
19M

J^na
1978

4yra 30*35 25*30 55*65 44*41 45*59 90*00

4, aorioal Xoctlla Mills 
Ltd*

July
1974

Sept*
197B

40.30 34*50 74*80 66*39 49*61 116*00

5* Dlnajpur TegctUa K ills 
Lbd*

July
1974

Mar
1978

4 • 29*37 25*00
I ,

54*37 12*42 51*06 113*48

€• RajshaM Taactlla Mills 
Ltd*

July
1974

Dec*
1978

*• 39*22 34*50 73*72  ̂ 67*66 49*90 117*56

7. Kecnoo Textile Mills 
U d«, chatea

<'4ao;ll Ose* 
1978 1980

3 • 22*61 37*77 60*38 34*46 39*15 73*61

8« Otuwani Teoctila Mills 
I^d*f RaflQQpur

Fab*
1977

Juaa
1981

3̂  » 53*7B 55*20 108*98 105*67 5S.7B 164*45

Total 1 215*63 212*27 427*90 381*04 294*09 675*10
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APBEMXDC -  V<8) Contd«

1 2 3 4 5 7  . 9 . 10 11 1

SUQAR ,1
9 . Modem aadeecy, lX\aiea Jan*

1975
S e ^
1978

3̂ 1 y r* 18*13 7*33 25*46 28*88 26*28 55.16 29

• 0 . Can Hdoitig and T in 
P rin tin g  P lant

Jan*
1976

Doc*
1961 6 •• 1*42^ 1*87 3*29 1*42 1*87 3*29 9

11* C old 'S tora ge , Ehaka Jan .
1976

June
1962

&s ** 2*57 1*39 3*96 2*57 1*39 3*96 7

T ota l t 11 ' , 22*12 10*59 32*71 32*87 29*54 62.41 47

STEXZ.

12« G eneral S le c t r ic  
P la in t C hittagong

Jan .
1972

Ju ly
1977

9 s  y rs
1,

144.63 74*91 219*54 239*22 131*87 371*09 30

CHOflCAL 1
1 3 . A^huganJ r ta c t lU n r  

and C h e^ ea l C o ..lA d « , 
r̂ hnka

1975
S qpt.
I960

S yra 1287.50 187I4.10 3161.60 2645*40 3345.80 5991*20

14 . Bangladesh In su la to r  J\Uy 
Sanitary Ware and T ile e  1975 
F actory (w ithout T ile s }*

. ________

S ep t.
1980

5 " 133.50 74*50 208*00 190*60 7B*90 269*50 24

T o ta l a 1421«00 1948.G0 3369.60 2836.00 3424.70 6260*70 2

A sou rctts i (1 )  P ro je c t PKoAvrnfts o f  th e EM iecprises and (1 1 ) s t a t is t ie s  and O ff ic ia l  Reeordfl 
and Devctl0|JMnt D lelfllon s o f  th e CotpocaitloRS *■ 3*T*MaC.( Bi»S.F.X.G«f E
B .C .Z .C . foK  thft Poorlod, 1972 t o  1982. ^7
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APPENDIX -  VICA)

Average ^Scores o f  Each o f  th s  Indq^endent V a ria U «s (Bb m 4 cn  Idkcort* 
F ive P oin ts S ca les) and Average r^atlos o f  Each o f  the D«pandant Varla

Variable* X (Iiriependent V a tla b lM )
C a p ita l f2xp«nditure O edsicn B  sad C on trol | Worldng C ap ita l D ed fiior

S elected  \  
In d u stries  

(N -  5)

• CER t cs f* CBP • CBC • uca1 ..........
« ZD ; ARD 

f

1 VI . V2
t
(

I
1

:
V3

t
«

V4 ! V5
. e

1t
t

V6 ’ V7
t
e

B3MC 1 2#50 2«50

rl

2 .7 5 ^ 1 .75 3 .00 3 .50 2.50

SEMC 2 2 ,50 2.50 2 .75 3.00 4 .2 5 4 .0 0 1 .25

asFtc 3 3,50 2.50 3*50 3.00 4 .50 4 .0 0 2 .00

B6£3C 4 3*00 2.25 2 .50 2.25 4 .2 5 3 .50 2.75

BCXC 5 3«00 2.00 2 .25 1 .75 3 .50 3 .00 2 .50

1 X » 1 4 ^ 11.75 13,75 11.75 19.50 18.00 11.00

J J
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APmpiX -  VI(A)

\  VarlabJ

S elect 

(M -  5)

t
Le4 X (XndapondMfe V arlab los) { Y (Dependent

; P t e f it  O sdslenB  and Genbaol ; Craatad V orlab lM t S r o flt a b llit :
j ST/SP I ^ : «1t

• W
\

; COC : ; PDC » t
! Rr«

t n u t V A 1 V5 t o  V io : V ll t o  VU
\i * V12 ; V13 ; V Ut , n i : V16 ;

« 1
V17 , V18 I

BJMC 1 3.50 2.00 3 .25 2 .50 9 .50 18.25 11.25 (1 2 .3 5 )

BBC 2 3*00 4 .25 4 .50 3 .00 10.75 20.00 14.75 2 .35

B3FIC 3 3,50 4 .00 4 .0 0 4 .00 12.50 21.75 15.50 13.59

aSEC 4 3,75 4.2S 3«75 3.7S 10.00 17.50
(I 15.50 5.99

i n c 5 3.75 2,50 3.00 2.50 9.00 16.75 11.75 (8.07)

i X *  17.50 17.00 1B.50 15.75 51.78 94.25
1

68.75 i  Y -  1.51

^Seureei XndiqaenSflnt Varlabl—, Baaed on tha Responses o f the SaoplM aa pen 
vidft, Appendix -• v m  Ê wt>-B (No* ^  ), Pavt-C (No. ”  t o ^ ) «nd
and OipgadtoBt Variables, Baaed on the ^̂ fipancUje- X£Z« 7
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AgPEMaiX -  VI(B)

P earson 's C o e ffld e n b  o f  C om sLatien ( r )  Values

X
(Xndepcndeot
V arlablaa)

1* Y (Dependent V ariablee)
; v id  (RQs> 1« V19 (n o ;) \ V20 (M S )

• r ! t • r  
t

t ! r I  "  -

VI 0 ^ 1.62 0 .75 1 .95 0.79 2 .27

«a 0 .3 0 0 .55 -  0 .40 0 .75 0 .19 0 .32

V3 0 .64 1 .46 0 .04 0 .0 7 0.62 1 .3 7

V4 0 ,83 2.60 0 .52 1 .04 0.82 2 .47

V5 0*96 6 .00 0 .63 1 .40 0 .92 4 ,0 7

V6 0 .6 7 1 .58 -  0 .0 7 0 .13 0 .58 1.23

V7 -  0 .31 0 .59 0 .40 0.75 -  0.2S 0 .50

V8 0.G1 1 .32 0 .0 2 0 .03 0 .73 1.85

V9 - 0 .1 3 C.22 -  0 .79 2^22 -  0 .18 0 .32

in o 0 .26 0.45 -  0 .36 0 .67 0 .32 0 .58

V ll - 0 .1 3 0.23 -  0 .1 7 0 .28 -  0.05 0 .0 9|L

V12 0 .88 3.21 0 .5 6 1 .17 0.79 2.22

m 0.69 1.65 0.05 0 .09 0 .58 1 .23

V14 0.95 5 .29 0 .75 1.95 0 .91 3.82

V15 0 .86 2 ,93 0 .2 6 0 .45 0 .86 2,93

V16 0 .69 1.6S -  0 .0 4 0 .0 7 0 .68 1 .61

V17 0.95 5 ^ 0 .6 4 1 .46 0 .88 3.21

^ S o u tce t Baeed on Appendix -  VI(A)._7
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APPGNDZX -  VXI

383

C orra la tlon  b«twacn use o f  Accounting Ingbrraatlon In  Flnancdal 
D edalans and C ontrol V ariablos and terfdnnaace Seales 
(Three E>jro£Lt:a]illlty

____ I t’eor®Ofi*s , Calculated } Tabulated valus
r  oecween . correlation I Value of J o f *t* at .lO

Coefficiflnt^ *t* ; -  2«353^at
(r) ; I *05 -  3*182

,  ..................I - . - - ^  I I. ■ I-

Use o f  ^U^coumting iR ftxm ation In  C ^ t a l  
ii^xpfSiriiture Re<]uit:raMnts (CER) D ecision  0*68 1*62
and t^etusn on Siales (ROS)

Use o f  AoeouRtlng Inftaenatlon In  c ^ t a l  
rxpendftture Kequlroiienks D ed slan  and 0*75
Rdtum  on C apita l i^qiloyBd (n oc)

Uae o f  Aooountlng In fbn aatlon  In  C ^ t a l
tiq > «d ltu re  RequLt^enfcs DedLsion and 0*79 2«27
Retucn on invRotsMnt <Koa:)

2* Use o f  .Accounting In fon n aticn  In  C apita l
Stm ctura (CS) D ecision  and ROS -  0 .3 0  0«SS

Use o f  Aocnunting InfoxsBation iUi C ^ t a l  
trucfcure D ecision  and ROC -  0«40 0*75

Use o f  Accounting Inform ation In  C apita l
r>tn9etUTO D ecision  and RCCE 0*19 0*32

3» Itae o f  Aocxuntlng In fom a tlon  In  Q ^ t a l
H^cpendlture Financing (CEP) DeeUdon 0*64 1«46
and ROS

Use o f  Aooountlng In fo o ia tlo n  in  C apita l
EtqppfxUture Financing D ecision  and ROC 0»04 0*07

Use o f  AocDunting In fonaation  in  C apita l
E^Kpenditure Financing D ecision  and ROI 0*62 1*37

4* Use o f  Accounting In fo n a tlo n  in  C apita l
E^iqxnditure Conbcol (CEC) and ROS 0«83 2*60*

Use o f  Accounting In fo in a tia n  in  C ^ t a l
Qqp«fidltun! O bbtrvl and ROC 0*S2 1 ,04

Use o f  Aoeounting In fo n a tlo n  in  C apita l
Ebtpenditure C ontrol and RCff 0 ^  2*47*
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383(1)
APPENDIX «. VII {Confaî l

*r* betw em I P earson 's [ Q ila lla te d  ! Tobulstad
I CKralatlm  * Value of * valtw of *t*
: C o e ffle lcn ti( * t ' « a t  *10 • 2,353
t ( r )  ; * a t  *05 -  3«1B2
*1.1 .............. * I.

D eetalons and

5« Uso o f  Aooounting In fb ca a tlon  In  Wodcing
C apita l nequlrciBenks (VCR) D ecision  and 0*96
ROS

Ue* o f  Acootstf:lng In forn atlon  In  Kocklag 
C apita l Roqulraraents Dscdslan and RCC 0*63

Use o f  Aocounbing I n forwatlon  in  WoddLng 
C apita l i^equLnenents D ed slon  and ROI 0*92

6m Use o f  Aooounting InftjCEMrfdon in
Inventory D ecision  (ID ) and ROS 0«67

Use o f  Accounting In fom a tia n  in
Inventory D ecision end BCC -0 .0 7

Uso o f  Aooounting In f  onnatlon in
Inventory D ecision  and RCI 0 .58

7 , Use o f  Accounting Inform ation in  Accounts
- R ecei'rsh le D ecision  (ARD) and ROS - -0*31

Use Of Accounting In forn atlon  in  Accounts 
FtecelvEdilo D ecision  and ROC 0 ^

Uet o f  Accounting In fdnaatlon  In  Accounts 
R eceivable D ecision  and ROE -0«2B

8« Use o f  Accounting Infortoaklon in  Cash
D ecision  « 3 »  and ROS 0*61

Use o f  Accounting In forn atlon  in  Cash 
D ecision  and ROC 0*02

Use o f  Accounting Inform ation in  Cash 
D ed sion  and ROI 0«73

9* itoe o f  Accounting Inform atlen in  •working
C apita l finaneing (iffCF) D ecision  and ROS ^ .1 3

Us« o f  Accounting Infocm atlan In  '4>delng 
c ^ t a l  Financing D ecision  and ROC -0 «79

Use o f  Act^untixig Inform ation in  Working 
C apital Financing D ecision  and ROX -0*18

6.00**

4 ^ 7 * *

0 ,13

1 .23

0 ^ 9

0 .75

0 .50

1 .32

0 .03

1«8S

0.22

2.22

0.32
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383(11)
APPENPIX«VI1 (Contd«)

; P«arson*» ; 
beb#**i ! C o e n la t ia n ;

; C b efflcU n fc ; 
! (r) ;

C alcu lated  
Value o f  

•t*

1 Tabulatod 
1 va lu e  o f  *t*
• at*10 ♦ 2.353
* a t .0 5  • 3.1S2

10* Um  o f  Accounting Infocraation in
wodclng Ca;>ltal C antrol (W C) and RQS 0*26 0.4S

Use o f  Accounting In fbcn ation  in  
woKfcing C a p ita l C on trol and ROC -0 .3 6 0 .67

Uas o f  Aoooontlng in focn a tion  in  
ittttking C ap ita l C ontrol and ROI 0.32 o .s e

11* Uae o f  A eoouiting In fon oa tion  in  
r>eciding Sal«6 Taxget and s o l in g  
P rica  {set/s^y and R08

-0 .1 3 0*23

Um  o f  Accounting In fonantion  in  
D eciding S eles Taxgat and ^ • llin g  
P ries , and DOC

-0 .1 7 0.2B

Um  o f  Aceounbingr In fb m a tle o  in  
Oecdding SaIm  Target and ^-ailing 
P z lce , ^ id  ROS

-0 .0 S 0 .0 9

12« UM o f  Accounting In fbm iation  in  Coat ~ 
o f  Pcoduetion (CP) DecLaion and SOS 0.99 3 .M **

Um  o f  Accounting X nfom ation  In  Cost 
o f  Production D ecision  and ROC 0.56 1 .17

Um  o f  Aooounting Infticm atian In  Cost 
o f  Production t>eclslon and ROC 0.79 2.22

13* Um  o f  Aooounting In fonaation  in
n a d d ijig  ^Iterating EbqMns«s (OB) and R06 0.G9 u e s

Um  o f  Aoeouating infofincttibn in  
D addiag Operating aqpanses and ROC 0.05 0 .09

Um  o f  A ccom tin g In foenatifln  in  
n od d in g  O perating E^tp«nses and ROl 0.S8 U 22

14* Um  o f  Aoeoisiting in f  ocm atian In  D odc^  
in g  P r o fit  ^I'arget <PT) and nos 0 .95 5 .29»*

Um  o f  Accounting Inform ation in  Decid
in g C x o fit Margot and ROC 0.75 1*95

Um  o f  Aooounting in foooa tion  in  Decid
in g P ro fit  Targat and ROI 0m91 3.82*»
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383(111)

*r* botMBcn
1
* Pear«an*8
1 C tore la tla n  
* c o a m id « n t
* ( r )

t
« C alcu lated  
.'V alue o f  
: *t«
•1

! TsdtMlRtod 
; va lu e o f  *t*
; a t  . l l )  • 2,353 
1 S t ,0 5  • 3.182

Created Variablttst

15 . Um o f  Accounting In foa oa tion  in  
tiap ita l Gi^aadtiture D odalon s and 
C ontrol (CB3C) {CctiOinea V ariablss 
firon 1 t o  4 ) and UUb

G«a6 2,93*

Usa o f  Aooountlag Inganw itlon In  
C ap ita l Expenditure D edslanB  and 
C on trol, and ROC

0 .2 6 0^45

Use o f  Aooourrtlng In fb on a tite  in  
Qiqpltal Ejxpenditure D ndsioR s and 
C on br^ , and lUXC

0 ,86 2.93*

16« Use o f  Aeroim ting teton aatlen  in
ip^odclng C apital D edslqn s and C on trol 
{iitCDC} (CoBtbitiad Varloljlips fin n  
6 t o  10) and HGS

0.G9 1.65

1  1

Use o f  Acoounbing In fora a tlon  in  
VJdiicing C ap ita l D od slan s and C on trol, 
ana HOC

-0*04 0 .0 7

Use o f  Accounting Infocni^tlon in  
v^ocking C ^ t a l  D ed sion s and C otA tol, 
and ROE

<>•68 I I  * ^

1 7 . Uoe o f  iVccountdng In focn atlon  in  P r o fit  
D ecisions and C gntrol (PDC) (C oM nad 
V ariables 11 t o  14} and ROS

0*95 5 ^ * *

Use o f  Accounting Indftaamtlon in  P r o fit  
Parlaions and C ontrol and ROC 0»64 1*46

U«e o f  Acaosunting Inforraatlon in  P r o fit  
D ecisions and C on trol, and RCS 0*88 3*21**

ANotet Significance Laveli
* si^tilflcaRb at P ^*10 (90 per cent level o f conddenctt)

** Signlflciyat: at P< .̂05 (95 pw oont lew«l o f  c»nei< lefic»)^7

/ “sgucgei Based on /̂ jppendlx -  V1(Q)__7
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USnm GP INTRODUCTION AOCCKPANXXNS
i hie: g u e s e x o n u x i u:

M

n u » t
DR* A.1UM* HABEfiUR RA»tAN 
PRGFESSGR OF FINANCE 

and I
DGAN, PACUi;iY Of CQHM£»CE
UKtvaujTTir OP qkmca
DHAI0W2.

Dasr Sir*

U>joebt KanagoMsfc Uae o f Aooeuifelng Infocw tlon in Flnamdal 
n«eislawc and ControiL« A ReaaarCh Inwtigntlon#

X hare th» pXoaaure to inliroduoe to you Mr* fHiiBMnad locyen, Assistanfc 
Pvofessoc o f 'kxxiuntlng, Utaiwralty o f Qilttagciig viho Is woddng as a PluDw 
neseatch Pellow of UhLvarslty Grants CooBiisalon under ny supflorvlslan on th« 
topic entitled "ManagoMnt Us« of Aoenunting Information in Financial Oadalens 
and Control o f Nationalised Indwtxlea In Bangladesh”.  This is  purely an 
acadandc reeeorch which Is likely to  hawe far -̂ceac9iliig iMplloatlcng tor the
manageaant of our nstlenallaed lnduatrtea« ----- :

. J M - ' ‘ 'i' ,1r II ( I 8 -T- 'I ' ,i ' ' - ' '
Hr* Uxpian is  now oalleeting your valued opinion through a qtteetlomaire 

attached hereULth* I assure you that lirfocnatlon sij^plled by you In this oemee- 
tlon w ill be kept strictly  confidential and used by hln for the purpose o f his 
study only* X should bo grateAil i f  lie is  âttended a ll poasiblff coeperation 
In getting the cjuastloRrMdjM duly fille d  in* The suoteM o f UU eftocta d^ends 
on your sincere cocperation*

Thartdng you so imich*

Ĉbura sincerely,

Sd/-
( Dr* A*H*K. Hahibur Rahnan )

TO
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CHE9SZ0»MZ]1£

PART -  A ccw rapggiA i*
(G cflem l)

(N.n»i Infocmatdban ftimishad by IJw rgapoodqnta %dll be kept strletly 
confldeMblal <md vdll b* usod for the purpose at this academic 
rvMajTCh only)

Mane and Address o f the Corporation >

CbacpCM^atlan Chiefst^nnonoe DiteefeorsAQS C M e fs /
PlamlnQ and Denwlflfawnfc O tlefs.

Nane and Address o f the E^nterpcisei

EkitecpciBe Hsnd̂ /Aceaemibs Chiefs.
1* v*iy does wnaQetB«tk Use accounting infranutlan In your ocganization 7

2, vjhat are the souroes o f aopountlng iRfcMnstlon in your orgBoisatian 7

3. VJhat are the brood CBfeagoclcs o f nanagesMnt tasas o f aooountiiig infoonatlon 7

4* (a) Does aoeounfclog Infocmatlon In yoin: oê anlxErtiian serve as the
measuring cr ite r ia  7 Yes/Mo

(b) Zf so* in what aroas 7  ̂  ̂ »
5. Hom do you view the accounting aystm in your ocganlisBtion ?

6* Fbc «hat tf/pes o f dedslon and control arecB, acootwting inftiEMation is used 7

7« (a) Oo you thlifc that fim nclBl ststOMnts, repocts, budgets, e tc ., prqpscad 
are properly used by the rvqpectlve authorities 7 Ye«/Ho

(b) I f  so, in uhat arwis 7

8, vJhat are tbe various sources o f narii«oeouBiblng infotsoation 7

9a what types o f dacLalaK and control aroasy non-aooountlng Infbaaatlon
is  used ?

10* (a) Does your HmagwHnt Infacmatlon :yst«Bi (MCS) Olvlslon/Sectlan p^rfoaa 
Its ftmctlanB properly 7 Y«gs/Nb

#
(b) Zf so, whst are those ftnctlons 7

(c) Zf not, uhat are the prablens 7
11* i<4Mt types o f <eflffi«nriew or AortooBdLngs in the «dstlng HZS affeA

■naagqwiat use o f eeoountinq Infomation In financial decisions and ccfttrol 7
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12 , Whfst I s  your t la e  la g  botwean p«r«paratlon and f in a l p u b lica tion  a t 
fin a n c ia l statenanbs and r q * E ts  7

13* tJhat should b e  tha proper c r lta r la  fo r  ass^^Mlng th e perfbEm.tneMfl o f  
your In d u stria l oc^gondLzatlon 7

14U ^4iatt In  ycu r ofdn lan , are  tiie  laain purpooes o f  prapacing fin a n c ia l 
statsB cnts and rcp octa  7

15. Vihat, In your opinlont are the pnblcns hindering nianagment use of 
accounting Infodoatlon In your organisation 7

PART -  B

**Cqp&tal q̂iMRditispe Dedslans and Control* e^iecially

1 . Do you tre a t  pre-oonaBtruc^lon spendltniK e, oanstxuotian  ai^endltw ra, p lan t 
and BEKMjMcy, and oth er rslew ant co s ts  fo r  th e  p m grn a iw  lik e  Balancing^ 
M odemlaBtian and SeplacuBWWt (BMR), Hew to o je c ta . Expansion, Q unllty 
TnniroY<wwiit, Msm P roducts, Cost deduction , e t c . ,  as c a p ita l oq>«ndlture 7

2m What various stages do you follow In cayitnl cocpcnditOr* decision iifnmeew 7

3* What pctiblcns do you fa c e  a t variou s oipA tn l aocpendlture d e c is io n  stages 7

4 , In  what iap ortan t areas do you take ca p ita l «Bcpendlture d e c is io n s  In  
your OK^anisBtion 7 ' | —

5* (a ) Do you use aoeounting In foE m tlon  fo r  reach ing such d e c is io n s  7 *fesA*c>

(b ) I f  s o , what types o f  accounting in fonD etion  are used fo r  th e purpose 7

6« (a ) Do you use non-ecoounbing In fbcaa tlan  In  a rr iv in g  a t  suc^ d e c is io n s  7 Yes/No 

(b ) I f  s o , vAat types o f  non em aiintlnij In fon aation  a re  used £or th e  purpose 7

?• iiQiich tectn iq u ss do you a^gply f o r  eva lu ation  o f  eq;>enSltur« re q u in d
fo r  Um P ro je c ts , aiR  and a qwna lon Pioyraisae 7

8* Do you apply budgetary co n tro l technique 7 Ye«/No

9« What types o f  form s and rqp orts are used f o r  oon troU in g  ca p ita l m pendlture 7

10 . vtiBt fa c to r s  o r  bases a re  oonaldered In  d ecid in g  th e c a p ita l eatpend ltu re  
requ lrw en ts in  your organ isa tion  7

11» uhat, in  your op in ion , are th e reasons fo r  re v ls ia n  o f  ca p ita l oRpesiditare 
rscfid jnM nts in  your organ ization  7

12 . Uhat bases o r  fa c to rs  are conaldarad In  d ecid in g  th e ca p ita l stru ctu re  
(dab t-ecprilty r a t io }  o f  yoiB: organ ization  7
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13* v4iat basttB or factors are eonsldarad In daddlng the soutccs to€ financing 
Gs^tal flDCpcnditure in your orgaidaatian 7

14. Uhst techniques do you a{]|>ly for oontroUlng <apital cxpcaidlture o f the 
projects -  Maw, BKR or Eiqjonslon ?

15. To what oDctenb do you use accounting Infdnoatlon In daddlng capitrfL 
e9Q>endlture requlrewnfes 7 (Please tide) i

5 4 3 2 1
m̂mmu I I____ I.,.— ----- 1

Hl̂ h X«M

16. Tb %tet extant do you use aooountlng Infbrnatlon In deddlag 
cnpdtal structure ? (Plaase tld t) «

5 4 3 2 1
t---------------j -----------1 1 j

Lotf
17. ®o tAtat extent do you use iwcountlng infaaatlan in capital expenditure 

iBnandng decision 7 (Please tide) •
5 4 3 2 1
*------------« «____ I- ......1

18. TO what ectent do you use aooountlng infonoatlon in controlling
your eeq;iltal expenditure 7 (Plesse tide) t -  ^

- ^ . Z 5 4 3 2 1
f -  1 . I----------- 1- M,,

High Low

PAIg -  C

••Woclcing C ^ ta l DedLsions and Control, especially

1* Whot are the Ixaportant short~t«csi financial (a) objectives and 
(b) policies o f your organlsatian 7

2m v̂ hst factors or b^es are considered In deciding the uocklng 
capital requirewnts 7

3« How do you test the adequacy o f youor working capital requlr™ents 7
4« vtnt factors or bases are consid—red In deciding tiie slsse o f inm itoey 7

S« Whsft Methods or tednlques are fbHgyed for Inmsttory cxxitrol 7

6« How do you test the adequacy o f the slse o f Invmtory 7
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7. Hav do you estlraato or decide th» alae o f acxxunbs z«celvabl*s 
and what factors or bases are oonaldered In this raspoct 7

8. vJhot methods do you follow for control and evaluation of accounts
r«c(dvablea (or credit and ooUectlon policies) 7

9» Hau do you test tte adequacy o f the sise o f aocotaits receiVQ3)l08 7

10* What factors or tetsea are oongjciwfiad In deciding the cash requlxrtxa«Rts 7

11* VAiat methods do you follow In cash oontjrel and vmluatloR 7

12. Uhnt are the sources for flm ndng the wodclng capital o f your oorganisatlan 7

13. What beses or factors are conaldered in dadding the sources for 
flnandliig uodelng o^d-tal rnqulPTOBfcs 7

14. 'hat tednLqittes a n  applied for oontrelllng wcsrklng capital o f
- your Qvganisation 7 = _  _  _

, I J r !■ r '15« To Hhat eoct eht do you use accounting Infonaatlon In deciding working
capital teqpilMKnts 7 (PXaaae tide) t

5 4 9 2 1
1__ -...■■I_______i .....-  —t ,,.  - j

HL  ̂ Low
16. To what cDctcnt do you use aooounfclng infiooatlcn In invwntocy dedalan 7

(Flaaae tide) •

5 4 3 2 1
* ■___________ I_____________ * •

HL^ Low

17. To what extent do you use accoisntlng Infomatlan In deciding aooownts
reeeiVBble 7 <PlaaM tide) i

5 4 3 2 1
1 i., I__________ t „>

18« To uhot floctent do you use accounting InfonoQtlon In deciding cash 
pequlKMiepfcs 7 (PUase tide) a

5 4 3 2 1
V...  t_______ I________ t______ j

19m To what eoctent do you oaa accounting Infocnatlon in wodcing cwpdtal 
financing dedslan 7 (Plflaat* tide) i

5 4 3 2 1
1-.... ... t-------------1---------------- 1----------------f
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20« To what cs;tcnfc do you use acaeotntlng inftam tion In oorfcroUlng 
your wQtlcing oipital 7 (Please tide) •

5 4 3 2 1
I________I________I---------- 1

, Hi^h Low

*  P

"Profit Decisions and Control, eapadally In Relatlton 
to the U— of aqppurUjw jggtm tS m ” --------------------

1. v<ho are the authorities involved in deciding the profit targets 7

2. Vfhot fectors or baaes avs oongidfad In deciding the profit target* 7
3« What objectives do you keep In your mind while deciding the profit 

tar̂ psts o f your ocganlsaetlan 7

4» tiihat tools are used for profit dedslens and control 7

5* Vtat t̂ fpes o f schedules are used fac parpoaa o f proat dedslons 7

6. What, in your opinion* are the dzmbadcs involved in fixation o f 
peoiflt targets by tiie con—med suthocltles 7

7. vjhat factors or bases are taken into aoooisit while deciding cost 
o f production 7

8» What factors or bases are consldsred in estlinatlng qparatliig sKpi s cs 
o f yoio: orgaidjsatian 7

9« What fectors or bases do you cxinsldnr In deciding sales targets of 
your or^mlaHitlan 7

to* Who are the authodties involved in deciding the price o f your products 7

11« Vihat factors are oensldwred for fixing the price o f yaaa: products 7

12, What are the broad objectives o f your present pricing policies 7

13« What, in your opiidon, are Urn praUens o f price fixation by the 
concerned authorities 7

14, To what extent do you use accounting Inforwitlon in deciding sales 
target and selling price 7 (Please tlde> x

S 4 3 2 1
V ,,—, .-.i,,,, , ,..,1 . , .1.............. , . f

High Urn
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15« To eoetent do you use aocountijig Infdnuitlon in asoertaining 
cost o f pcoductlon 7 (Pl«aae tide) *

5 4 3 2 1
* « * » *

High Lav

16* To what extent dfb you use aocountlng infdcntlon In eBtinsting 
operating « p m aga 7 (RLease tide) t

5 4 3 2 1
V,„. , , t, ............. I

High La#

17* lb  what extent do yiu um acoountiag Infcm atlon In fixing 
peoflt targets 7 {tlmmm tld t) s

5 4 3 2 1
___t I n  , t I .  ,„J

_ High Law
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VoU XXXn, fValmiaty, 1964.

Dhaka University Institutional Repository



401

34* COLE, "The Manag»ent o f wodfctng Capital", the Auatrallan AeoeMPfcanfc.
Vol* XXZX, Mcv 6« June, 1959.

35. aUKRABCRXT* SJC., '*Aoootnkiiig Far Dedalar Hafelng md Conbrol'’,  ttodca In 
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(1961 .̂62). Mlniatcy o f Flxuoco, Rowalpinli, 1962.

45. FRXm>, X ., “Recmt Oav^ofMnta In Finance", JcMwial o f awiciJig aad.
flnanoa. Vol. X, No. 2, October, 1977.

4^, FESQtAL RESERVE BAMC OF OiSCAOO, •̂ Accounts ReceiwBhle Lending -  CM U 
the Margin'*, ^lalneea Condltiona. March, 1958.

Dhaka University Institutional Repository



402

47* HTe:, HD* ABDUL, "Aoeeptanes sad Um o f  ^ id g«t by K w agors o f  U a tlom liM d  
In d u stria l BnterpcSM s in  a a e ^ a d ^ " ,  a t .p . •OumSA.

U niirersity o f  l^aoca, Dacca, i^p(Cll, 1982*

4B« HCHs, **AcnaiOTfe5ng fiaftefiafcian and Ftoduct O edslerai in  t^ ti^ -P cod u ct
F la3"t «npilbli.A ed FtuP* P » a l « ,  U h lvecslty  o f  S h e ffie ld , U.1U , 19G1*
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69. M3TERS, S.C. and POOUE, G.A«, Â PrograHBdng p̂fUDoach to Cocpoeate Flnaneial
HanagMit*’, Journal o f Pinaoc*. V<^ XXZX, No. Hay, 1974.

70. KAMBS, RONS, **A tim DiMBslen to Bireak-fiiraR Analyais”,  ^  AccountilM
aesearcih. Spring, 1966.

71. MASGM, POSCr, "Cash Flow Analysis o f the Funds statw n ts", Aeoaunfciaa
RessMPeh stndv. Ha. 2. /temlcan Institute o f Certified Public 
Aocotwtants (AXCPA), New Yodc, 1961.

72. MuaZKas, HBNRY, "IkipotUMafcs to  the Use o f Mmegwwpfc Znfioaatian”,
National AssneiuUoii o f Aooonmtaots (MAA), U.S.A., 1977.

73. MMTHUR, BJ?., "Public ^itarprisu in Peespeetiw t Aapects o^ Tlnandal
AMnistriatian and Control in India**, HuD. Thssis (PuhlldwT),
Orient Lon̂ nsn United, New Delhi, 1973.

Dhaka University Institutional Repository



74,

75.

76*

77.

7B.

79.

80 .

81.

82.

83.

84.

85,

s e .

404

K Q O s m  cf.:ftnaix:e:, oovESNNoir of pMastm̂
(196t>-62), RBMBlplndi, 1962.

MLHL3Sta CP ZMDUSnOl̂ , OCVESM̂ sair OP PAKZSTAH, 
statriagentg o f  3948. K arachi, 1948.
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Dacca, 1974.

tmtLSim OF XAU AKD PARfiEAKEKTArar AFFAIRS (lAW CXVISZON), OCVE3Utl£21T OP Tm 
KXK£*S REPUOUC GP BANQLADESH, Qiawawtwi Acfc- 1973 (TO o f 1913).
Daoea, 1976 (Reqpclnfc).

KU(I£3ia OF FXNANdC AND PLAlOSfC, GOVEKNK£»r GF TMC PEXSLE'S RESUBK2C Qt 
BAKSLADESH, E^lad^gh Boppgnlc aqrygy (1993^^2?. ftic ca . 1982.

i'

...... . {̂i?S!mS!î..SPi!SiS9. fPf Xff
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