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-1.. A rational organizational structurs was an important pre-
requisits for the effectivensss of the management control systems,

2. The absence of efficisent raeporting systems providing timeliy
managerial infomation relating to key results areas was often a
cause of inefFectivenesa.

3. Top managanent use of the sysusm, particularly demonstreted in
the rsulau and fallow-up exerciss, was the przmary determinant of
the syqtem s effectivenaess, :
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IMPLEMENTATION PROBL-MS OF MANAGEMENT
CONTROL SYSTEMS

OB3ECTIVES OF THE 3TUDY

The design of management control systems has been
essentially "standardised" for the past few years as a rasult
of extensive research, writing, and practical experience. The
major problems presently basing experienced with regard to
management control systems, as pointed cut by Professor
John Dearden in his acceptance speech on assuming the
Krannert Chair at the Harvard Business School, relate to
implementation and administration rather than the design.

WAdministration is the key. What must be

recognised is that for sffective imple-

mentation, the same technigue may have to

be administered differently depending upon

the orgarizational variables,“!
Unfortunately, the research that has been done so far on
implementation problems is more relevant to the Western than

the Indian business environment, and considers problems

individually rather tham in their totality.

1588: Harvard Business School Bulletin, Vol«XLV, No.6,
(Novembsr-Dscember 1969), .26.
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The speciéic objectives of this research project wers,
therefore, to provide a deepar understanding and systematic
analysis of the implementation problems of managemsnt
contrcl systems in Indian companies, and t: datermine the
relationshin, if_any, between thess problems on ane hand, and
the characteristics of the companies and the design of mana-
gement control systems on the other.

Also, nd perhaps more importantly from the point of view
of industry, this ressarch project was intsnded to devslop
recommendations for:

(i) minimizing the likelihood of occurence of
implementation problems;

(ii) eliminating problems when experienced; and

(iii) reducing their severity if inevitable,
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THE BASIC HYPOTHESIS

The basic hypothesis of the research study was that the
affectiveness of management control systems is morc depandent
on the manner in which the system is implemented and admi-
nistered than on the design of the system itself.

It must be emphasised, however, that in the light of the
objectives detailed above, this research project was intended
not only to tast the validity of the above hypothesics hut also to
suggest ways and means of mitigating the dysfunctional impact of
implementation problems if sncountereds Thus, even if the basic
hypothesis regarding the relative importance of design and imple-
mentation in terms of affectiveness of the system was not vali-
dated, still from the point of view of designers and users of
management control systems, the research project would hope-
“fully, yat sérue a purpose if mechanisms for reducing the

impact of implementation problems were identified,



CLASSIFICATION OF IMPLEMBNTATION PROBLEMS ANTICIPATED

The researches conducted by Deming2 and Stedry3 are typical
of the normative analyses on the basis of which the design
of management control systems has been standardised. Such
resgarch alsc helps identify possible problem areas that are
likely to be encountersd. Orawing from these works and from
cass studieé\and practical experience in designing and imple-
menting management control systems, a classificatiaon of the
implementation problems on which thes study focuses, was developed.

The implementation problems anticipated need to be broken
up. intos

a. Problems that impede the management contrcl process.

b. Prcblems that are dysfunctional conseguences
aof the management control process.

Each of these categories can in turn bs meaningfully
segmented intos

a. Organizational and behav1oural problams
be Technical problems.

2Robert H. Deming, Characteristics of an Effsctive Management
Control System in an Industrial Organization, (Boston: Division
of Research, Graduate School of Bu51ness Administration,
Harvard University, 1968).

3Andrew C. Stedry, Sudget Control and LCost Behaviour
(Englewood Cliffs, N. J.8 Prentice-Hall, 1960).
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Thus it is possible to visualize implementation problems

that fall into a four celled matrix as diagrammed belaow:

Organizational
Technical and Behavioural
. i e Eg. I i 8 i
Impediments Eq Exce§51ue‘depﬂndence g naeDrOpr1ate Organi
on financial account- zational structure,
ing system for or management style

management information

Ege. Focus on apportion-
ment of blame rather
than detarmination
af needed remedial
action.

Eg. Over-emphasis on the
ROI measure to tha
detriment of long-
term profits

Dysfunctional
Consequences

L

The Nature of Implementation Problems

In terms of delineating the researchers' understanding of the
implementation problems likely to be experienced it would ‘perhaps
bo best to attempt a description in the cbntext of the matrix
describad above. Thus, it would be necassary to detail the
problems axpected in the following sequence:-

i. Organizational and behavioural impediments
to implementation of management caontrol systems;

ii. Technical impediments to implementatiaon of mana-
gement control systems;



iii. Oysfunctional prganizational and bGehavioural conse-
guances of the implementation of maragement control
systams;

iv. Dysfunﬁtional technical consequegnces of the imple-
mantation of management control systams.

Crganizational and Behavioural Impedimsnts:

Organizational and bshavioural prablems likaly to
impede the management control process can be assigned to ons of
the following groupss

i. Problems rasulting from inaporapriate formal
organizational structures. Ill-defined lines
of authority and respensibility would fall into
this category. Orgznizational bouncaries and sub-
units which are not in kseping with tho responsibi-
lity centres identified by the control systems are
another example of such problems,.

ii. Problems arising from corparate philosophies, norms
and culturgs detrimental te tha concept of cantrol
implicit in the design of management cantral systems,
In this category would alsc fall problems arising
frem a lack of understanding of the motivatianal
connatations of management control,

- iii. Problems arising from the existonce of informal
organizational linkages and communication which are
not in keeping with those presumed to exist by the
control systems, ’

ive. Problems arising from a lack of competent exscutives
to administer the management contral system. This
group of problems is anticipated in view of the fact
that in India there are relativaly few trained
YControllers", as distinct from “Accaountantsh,

Technical Impedimentss

Technical praoblems likely to impede the implementation of

management control systems primarily arise fram:



i. The accounting process - for instance, the trade-
off between speed and accuracy in providing finan-
cial accounting data and thz fact that decisions
made in certain accounting periacds .give rise to
consequences in other accounting periads.

ii. The conflict between the assumptions necessary for
custodial accounting and for purposes of statutory
external reporting and those reguired for management
control,

iii. The differing time spans for management control and
operational control decisions and the impact of both
types cof decisions on each functional arsa. Far
instance, production budgeting as an input tc the
management control system would be essentially
maedium term with an émphasis on the "product-mix",
whereas production ‘'scheduling criented towards
operational control is mare short-term and based on
sales indents and inventory critsria,

Dysfunctional Organizational and Behavicural Consequences:

Oysfunctional behavioural consequences of control have
been the subject of considerablc study. .NertonA for instance
aﬁalyzed the aoffact of an increase in control within an organi-
zation and asserts that one of the results of an increased
demand for .control within an organization is a decreasc in the
amount of search for altcrnatives. March and Simon5 in their

appropriately famous decision mcdel consider the expected value

4R. K. Merton, "Bureaucratic Structure and Personality",
Social Forces, Vol.XVIII, (1940), pp.560-568.

/

53ames G. March and Herbert A. Simon, Organizations, (New York:
John Wiley and Sons, 1958).
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a
of reward - which is essentially/management control consideration -

to be an impoartant elament in the ﬁanagement decisian making
process. Cyert‘and Narch6 analysaed the impact of control on
behaviour by introducing bechaviouyral considerations into an
aconomic model of the firm. 0. E. williamson7 also dsveloped
models along these lines. Stedry'sa prize Jinning dissertaticn
too, loocked at the impact of budgets on behavioure. Most recently
'Daltong has been engaged in continuing regsearch aon aspects of
mativation and controlf

‘pnfor£;nately, all these effcrts tc determine the dysfunctional
behavioural econsequences of control suffer from the following
drawbacks when looked at fram the perspaéflpe adopted for this
atudy,

a« Tha findings of these ressarch studies cannot be readily

extonded to cultures other than those of the industrially
-developed, accidental countries.

6Richard M. Cyert and James G. March, A"Beﬁauioural Theory of Fircm,
(Englewood Cliffs, New Jerssey: Prentice-Hall, 1963).

70. E. Williamson, The Economics of Discretignary Behaviour:
‘Managerial Objectives in a Theary of the: Firm. (Chicago:

Markham Publishing Co., 1967). Alsos Carporate Control and

Business Behaviour, (Englewoad Cliffs, N, J.2 Prentice-Hall, 1970).

BDEo cit.

9Gene We Dalton, and Paul R. Lawrence, eds., Motivation and
Control in Organizatigns, (Homewood, Ill., Richard D. Irwin, 1971).
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b. The apprcachss are broad-gauged. The thrust is
essentially to determina the consequance of offorts
at manipulating behaviour; whereas this study is
considerably more operationally focussed, with the
intent aof identifying dysfunctionalities in befigviour
resulting from the introduction of management
control systems.

Consequently an identification .f dysfunctiornal behaviour
rasulting from the introduction of management contrcl systems is
a very deeply felt nved at presant.

Dysfunctional Technical Conseguences$

Dysfunctional conseguences aof a technical nature have also
been tha subject of congiderablas study. Typical are Dearden's
article on problems of t’inancial10 and prof“it11 controle Same
solutions to these technical problems have also been proposzd -
far example Henderson and Dearden‘312 article on the contribution
approach to divisional controls In the case of technical problems
too, not much research has so far been accomplished in the Indian
contexta

‘Thg dysfuncticnal consequences of management contrcl systems
express themselves primarily in terms of behaviour detrimental
ta the achievement of corporate goals and objectives. The
distinction betwesen prablems that have been labelled 'argani-
zational and behavioural' and 'technical' is that the former

stem from management's attitude towards control whercas the

"“John Dearden, "Problem in Decentralissd fFipmancial Control®,
Harvard Business Review, (May-June 1561).

11Jchn Dearden, “Problem in Decentralizad Profit Responsibility™,

Harvard Business_Revisw, (May-June 1960).

128ruce D. Henderson and John Dearden, “New System for Divisional

Control," Harvard Susiness Review, (September-October, 1966).
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bE. The approaches are broad-gauged. The thrust is
assentially to determine the conseguence of efforts
at manipulating behaviour; whsreas this study is
considerably more operationally focussed, with the
intent of identifying dysfunctionalities in betiaviour
resulting from the introduction of managemant
control systems.

Consequently an identification .f dysfunctional bghaviour
resulting from the introduction of manageoment centraol systems is
a very deeply felt ncged at present.

Dysfunctiaonal Technical Conseguences?

Dysfunctional consequences of a technical nature have also
been the subject of congiderable study., Typical are Dearden's
article on problems of financial1ﬂ and profit11 control, Some
solutions to these tachnical problems have also been proposced -
for example Henderson and Deardan's12 article on the contribution
approach to divisional controle In the case of technical problems
too, not much research has so far been accomplished in the Indian
contaxts
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express themselves primarily in terms of behaviocur dotrimental
to the achievement of corpeorate goals and objectives. The
distinction betwaen problems that bave been labslled 'argani-
zational and behavioural' and 'technical' is that the former

stem from managemant‘é attitude towards cantrol uhercas the

™3ahn Dearden, "Problem in Decentralised Financial Control",
Harvard Business Rsvieow, (May-3une 1961).

113000 Deardeny "“Problem in Decentralizod Profit Responsibility®,
Harvard Business Raview, (May-June 1960).

1ZBruca D. Henderson and John Dearden, "“New System for Divisional

Control," Harvard Susiness Reviesuw, (September-October, 1966).
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of the study and the areas of enquiry, a four celled

matrix can best elucidate the approach.

- JE3JECTIVES
Support Develop
Hypothesis Recommendations

Technical Questionnaire Questionnaire +

c based survey In=depth intervieus
Organizational Questionnairo + In-depth interviews
and Boehavioural In-depth inter-

: vieuws

Questionnaire Based Survay

Quastionnaires were sent to about 170 carefully selected

‘Indian companies, HResponses werse foceived from 93 of these

170 companiss. Of these 93 responses, five were nat found to be
comprehensive enough to be included in the analysis. Con-
saquently, B8 questionmaires were coded, transferred to magnetic
tapa and stored in the memory facilities of the IIMA's
HP 2116 B Computar

The companios to which the questionnaires were sent were

selectad to represent a spectrum along the following parameters.
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1. Size (Annual Sales Revenue):
2. Location (Northern, Southern, Eastern and Western Regions):

3. Nature of Operations (Trading, Processing, Light
Enginesering, Heavy Enginosering and Sarvice
Industries);

4e Type of Ounership (Public Sector, Wholly Indian-Ouwned
Private Sactor, Private Sector with Minority
Foreign Holdings, Private Sectaor with
Majority Foreign Holdings);

5. Management Style (Profassionally Managed, Traditionally/
Family Managed).

The questionnaire employed is reproduced in Annexure I.

The guestionnaire was scgmented into'six major parts each of

which is described belows

A, Company Characteristicss This part of the questionnaire
focused on size, location, geographical dispersion, diversity
of productline, diversity of cu.tomers, typa of manaagement
and percentage of foreign oquity haldings. It was felt that
these parameters would adequately describe the naturc of

tho organizations in the sample from the point of view

of the study. In addition, published financial statements
of the respondents were also cmployed as a means aof
obtaining data in relation to part A of the quostionnaire.
The figures drawn from the published financial statements
which were incorporated in the analysis wore salos, gross
assets, average gross asscets to sales ratio, funds employed,
margin, compounded growth rate of profits after tax,
compounded growth rate of sales, and margin to sales

ratio, In addition, the financial statements provided
additicnal insights into the characteristics of the
organizations as they indicated whether the organizations
were subsidiaries of a foresign compamy, uwere previously
managed by a foreign managing agency, were provisusly
managed by an Indian managing agency houso, were companies
with substantial participation by foreign collaboratcre

were companies belonging to familias, and whethor they

wero in the public sector or not.
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Be Objectivess The existence of faormally stated objectives

in the organizations, the parameters employed in stating these
gbjectives and the factors considersed when developing
objactives were sxamined in this part of the guestionnaira.

C. Budgeting frocessgs This part of the guestionnaire incor-
poratcd a dotailed analysis of the sales, production, overhecad
and company-wide budge® focusing on the extent of datail in
the financial budgct documents, both in terms of sub-units

and time perioeds, the extent of participation in the
dovelopmant of budgots, the nature of the review process prior
to the finalization of the budgets, and the factors takon

into consideration whan developing the budgets. In addition,
general 'questions relating to budgeting were asked regarding
the extent of participation, the nature of reviews during

the course of the budget paeriod, the approach to revisions

of the budget during the budget period and the time period
taken to prepare budgots.

De Control System and Process: This part of the gquestionnairs
oxamined the content; frequency and recipients of the reports

pertaining to the management control system. In addition, the
timeliness of the reparts and the msthods. employed far develop-
ing reports (manual/EDP) wera considered. The staffing and
location of the managemaent control departments was considered,
as well as the companiss' practices in relation to certain
crucial technical aspects such as the use of standard costs,
the naturc of responsibility centraes, the approach to transfer
pricing and the use of non-financial indicators of performance.

‘Problems Exporienceds This part of the guestionnairs
caverad the entire range of implementation problems which

researchars felt could be reasonably expected to be found in
the responding organizations. As the number of problems
congidered are quits numerous and also as the nature of

each is to be discussed in deteil in the course of this

report, no further details about this part of the guestionnaire
are provided at this stage.

Fo Effectiveness: This part of the guestionnaire sought

to obtain top managemsnt's assgssmont of the effectivenesa of
tha control system with regard to production, sales, overhead,
costs in general, profit and cverall corpaorate perfarmance.
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indeed heppened to be the case. Consaquently, the sectian on

effectivenass perhaps possesses a great deal of bias as it might

raflect the undarstanding of the controller or admninistrator of

the system regarding top manzgement's feelings regarding the

offactivenoss of the system. While this bias might exist, it was

reassuring to note that a large numbcr of responscs, judging

from the covering letters, scem to have received the personal

attention of the chief cxecutives of the responding organizations.
fourth, the toenuous and subjective nature of the measure

of effectiveness obtained through Part F of the guestionnaire

must be reccﬁnised. Howcver, tc obtain more objective mesasures of

effectiveness in relaticn to managecment control systsms would be

qui?e impossib}.cj3 Simpls logic suggests that an aeffactive

managemant contrgl system in a commercial organization would

show its impact through an increasc in profits. However,

\

“the total absecnce of ceteris paribus conditions makes it

impossible to link changes in profit with the sffectiveness
of the management control system. Consequently, the measure of
effectiveness cbtained,while no doubt subjective, is defended on

the grounds that, in the rescarcher's opinion, it is the best

that can be obtained under tia circumstances.

3Considerable rasearch has beaen carried cut in this regard. However,
aven tha botter pisces of work cssentially try to structure
subjective evaluations of the planning and contral system and do
not offer any objectivc measuras of affectiveness. The work

dene in this area by Professor John Shank of the Harvard

Business School is typical cof this approach.
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Soma qualifications need to be emphasisaed in relation to
the guestionnaire used. Ffirst, the sample was by no means random.
The companies were selected by the researchers in the expectation
that they would possess relatively sophisticated, mature and
formal maﬁagement contrel systcms. Also, the criteria for
selecting the arganizations wers that they should be dispersed
along the various other parameters identified in relatiaon to
arganizational characteristicse -

Sacond, the scales employed in the quaestionnaire were, by
and large, five point scales. While tho use of five point scales
can reasonably be expectad to result in a "central tendency™
in the rssponses received, it was felt that it would be unrecasa-
nable to “.tce a decision towards either end of the scale, although
in terms of statistical significance the research findings might
consequently have bgen more striking. Alsc, five point scales
wsre felt to be adequate to provide the level of accuracy
desirabls and feasible given the nature of the questions
asked.

Third, the quaestionnaires were expected to be raesponded
to by top management in consultation with the "controller® or
administrgtcr of the management control system. Hbmever, it would

be quite unrezlistic for the ressarchers to suggest that this
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In terms of analysing the data obtained through the
questionnaire, two *'-tistical techniqueswerc wused. Ffirst,
frequency distributions werc developed for all the variables
ddentified in the questionnaire and from the published financial
statemants. These freguency distributions areg detailed in
Annexure II and Annexure IIll. The analysis of these frequency
distributiocns was sxpected to provide z detailed understanding
of the organizational characteristics, the design of the control
systam, the problems experisnced and management's opinieon regarding
the effectiveness of the control system. These frequency distri-
butions alone in the raesearchers' opinion, could be of very great
use to both designers %nd administrators of management control
systems as they are a fairly comprehensive listing aof the factors
which should influence the design oﬁzggntrol system and also
the Variaﬁies which designers and administrators can manipulate
in order to snhancs thc effectiveness of the control system. The
only comparable study in the Indian context is that of Dave and
Murthy]awhich in contrast provides details in relation to only
36 organizations and focuses more on financial/cost accounting
mechanics rather than managemcent control,

In addition, contingency table (cross-break) analysis was

carried out an the data cbtained in order to relates

14Nahendra Dave and Guruprasad Murthy, Contrpl Practices in
Indian Industry, (Bombay: University of Bombay, 1972).
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i. Organizational characteristics and mcasures of
effectivaness;
ii. Design features and measurses of effectiveness;

iii. Implementation praoblems axperiencaod and measurses
of offactiveness,
L}

The results of the gross-break analysis wsrs found to he
80 clear cut and striking that it was svident that even slightly
more sophisticated technigues such as the ussc of multiple
regression (employing the dummy variable technique) would
not provide aedditional insights into the data. Both the Chi-
Square (measurs of statistical significance) and the ContingaQCy
Coefficient (measure of association) wers developed in conjunction
with the cross-break analysis.

Ih-Depth Interviswss

Following the statistical analysis based on data obtained
from the questionnaire, in-depth interviews were carried out
Iin savan carefully selected organizations. These organizations
were again selected on the basis of a reprosentative sampling
in accordance with the parameters of organizational characteori-
stics discussed early. The intervieows werc structurcd ints the
folloming sagments$

i. Vorification of answers to the guestionmnaire on a
sample basis.

ii. The detemmination of changes in design initiated during
the periocd betwesn the completion of the gquestionnairs and
the timo of the intervieu.

iii. Obtaining details of actual instances and expericnces
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which led to the response relating to the implomentation
probloms;

iv, Obtaining a morec daetailad understanding of the revisw
and follou=up process amployed at various levels of
management in the organizaticn.

Ve UObtaining details regarding the organization's responso
to cach implementation prcoblem experisncods

-

vi, Obtaining the intervieweas' reactions to the raesearchers'
recommendations regarding responses to specific imple-
mentation problems.

Segments 1ii and iv of the interview were also cmployed
to develop a better understanding of the behavioural and
organizational ‘problems experienced in these organizations. This
was particularly important in vicw cf the fact that the guestiannaire

approach is better suited tog an identification and examination

of tachnical rather than behavioural and organizational problems.



FINDINGS FROM THE FREQUENCY DISTRIBUTIONS

Organizational Charactaristics

A scrutiny of Annexure III highlights the following facts:-

i,

ii.

iii,

14 of the public limited companies amaong the rsspandents
have annual sales of less than Rs.50 milliong ’

26 have assets less than Rs.S50 million;

26 employed funds af less than Rse50 million.

flany of the companiss have an impreésive record of growth

in profits and salss. Seventasn of the companiaes are subsidiaries

of foreign companies while another 17 belong to the public sector.

Eight of

thg companies are essentially family-run business hauses.

Additional organizaticnal characteristics are alsg given in

Annexure

the fact

be noted

i.

ii.

iii,

ive

Ve

II (variables 002 to 014). These variables also confirm
that organizations in the data bank are large. It will
thats

Over 18% of the responding organizations have more
than 41,000 employess.

26% essentially ssll industrial goods whilse about
39% primarily sell to industrial consumers.

21% of the responding organizations produce primarily
capital/durable goods. -

69% produce primarily consumable goods,

14% of the rasponding aorganizations are more dspendent
than the auverage Indian organization on sub~contractors.



vie 31% have more than average problems with raw material

availability; 22% have less than average problems with
raw material availability.

vii, 39% ars more dependent than the average Indian organi-
zation on imported raw materials; 32% have little or
no depsndence on imported raw materials.

viii. Of the Board of Directors, anly the Managing Director
is'involved full-tims in the affairs of the company in
40% of the responding organizations, and 2 ta 3 directors
are invclved full-time in 37% of the responding organi-
zaticns.

ixe Approximatsly 73% of the companies have 50% or lsss of
their =sgquity held byforeign interests.

The broad pictura that emerges from the abaove figures is
that the organizations surveyed are large in terms of sales, assets,
funds employed and number of employees; are sngaged in the
production of both industrial and consumer goods; are predominantly
Indian ownsd; and occupy a wide spectrum in terms of dependence on

imported raw material and on raw material availability.

.

Organizational Objectives

Annexure II also provides consideréble_insights into the ‘
nature of the organizational objectives in existence. Only 2%
of the responding organizations do not have formally statad
objectives. 0On other extrems, 8 of the organizations employed

five or more parameters (such as profit/sales/R0I/etc.) when

stating their organizational objectives.
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" A combination of prgfita,'RDIwénd dther measures appears
to be the most popular with 68% af the respondents employing
these parameters. Ghly 18% emplayed profits alone and 1%

amploysed only ROI as an objactive.

The organizatiopa tend to use seyaralﬂcriteria when formu-
latiné objé;£ives. Past performance ,of thelorgani;ation plays a vital
role iA‘dets;mining organizatiocnal objectives in 95% of the

N

organizations. Manpower availability on the other hand. is con=-
sidered whan formulating objectives in only 34% of the organi-
zatians. The remaining factors such as envirommental considerations,
competitive trends, strengths and Qeaknessas of the organization
and plans for capital projects are employed by 46% to 66% of the

organizations,

Budgeting Procsss

The degree of sophistication and detail employed in
developing and stating the sales budgset is generally very high.
For instance, 36 out of 84 companiss replying to this particular
qguestion br eak up their salss budget both groductline-mise
and geographic region-uisé. Anather 42 break up the sales
budget into either gecgraphic region or product-line cétagories.

Monthly sales budgets are developed in most of the companies.



The salss budget is revieswad Cy Lop management in at least 64 aut
of B3 companias. Past sales, competition’arc spscific estimates
of customers' demands are all employed in the large majority of
companias as bases on uwhich the salses budget is developed.

Twenty out of B3 companies also consider econometric cata when
geveloping sales budgets.

Production budgets are alsq quits detailed. The emphasis
is pfimarily an costs - with the majority of companies specifically
igentifying both variapla and departmental costs, 68 out of
76 companies alse identify “contribution' or "wargin', for either
procductlines or products,

In terms of non-financial indicators, the praoduction budgets
genearally do not consider thase except for two, namely:

i. standards for material consumption, and

ii. standards for planned yieldse.

With regard to the overhead budget, 76 out of 82‘companies
dsvelop such budgets. Fifty-five identify both discretionary and
committed costs and only 9 employ neither of these classifications
for cverhead costs.

With regard to the company-wide budget, 71 out of 85
campanies break up their cash flow statements intc guarterly or
shorter periods. Only 3 of the 85 do not devalos cash flow state~

ments. workling carital too is budgeted in almost all companies.



Participation of lower lavels of management in the davslopment
of budgsets is juite extensive. In 29 out of 85 companiss there has
to be a mutual agreement between aperating and top management.

In another 53, the opinions of operating management carry weight.

Reviews with intent to ravise the budget are not ordinarily
held in/32 out of B5 companies. 1In 42 cgt aof 86 companies
the budget is revissd only if there are drastic changes beyond
management's contral.

All companies initiate their budget devalopment at least a
month prior to the start of the budget year. Fifty out of BO
companies initiate the budget developmant over thrse months
prior to the budget year.

The Centrol System and Process »

15
Regarding reports going to the top management, it is of

interest to note that no formal reports ars made in 4% of tha
rasponding organizations while on the othar hand cne organization
has as many as 60 raports geing to top manmagement. With regard to
axscutive management, 4% received no formal reports while as many
as 100 reports are received by executive managsmsent in one organi-
zation. In about 6% of the organizatians, aperating management
raceived no reports while as many as 63 reports are received by

operating management in one organization,
1

SThe term “top management® is employed to describe those executives
responsiblz for the operations of thag organization as a whols such
as the Manzging Director. M“Executivs management™ refers to those
axecutives responsible for one function throughout the arganization
(production/sales manager) or responsible for all functions in a
limited gecgraphical area (reqional general manager). "Operating
manageinent® refers ta executives responsible for the carrying out
of specific tasks (production supsrintendent/regional sales manager).
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(1]
(1)

Top management tends to get less reports on non-financial items
such as quality, usage, efficiency and capacity utilisation as
compared to executive and cperating management. On the other hand,
reports on profits are received by top maﬁagement in all organi-
zations whers §formal reports are made while executive management
and gparational management receive such reports in successively
fewer number of instances.

The spced with which reports are generated varies betwesn the
extremss of within five days after the end of each reporting period
to as much as more than two months after the end of the reporting
period. The majority of arganizations tend to get the reports
within a month of the e¢nd of the accounting period. However,
production.and sales reports seem to be much’ more spesdy then reports
on overheads, profits and non-financial indicators. Revieuws af
actual versus expected performance arse maost commonly conducted
monthly (65% of the organizations). Another 25% of tha organi-
zations conduct quarterly reviews. Only 4% do not conduét any
reviews on actual versus expected performance.

Of the respondents, 48j% prepare the management control
reports manually. 'Dn the other hand 36% eﬁploy glectronic data

prcceésing equipment.
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A negligible proportion of organizations do not take actions
ori the basis of reports. Sales promotion appears to be the most
commonly employed ramedial action taken on the basis of the reports
générafed by the management control system.

“About 13% of the organizations give the title of “Controller"
to the éxecutiue administering the managemant control system.
Anather 11% entrust the administration of the management control
system to thé\“Chief Accauntant". In 764 of the organizations
the adninistrator of the management control system reports to the

/

chief executivc.

Of the responding organizations, SD% employ 1 to 3 professional
staff in administering ths management cantrol system. With regard
to clerical staff, the modal value im betwsen 1 to 5, with '49% employ-
ing this number of clerical staff. 'About 57% of the respanding
organizatiﬁns have less than ‘a total of 10 professional and clerical
stéff engaged primarily in administering the management control
\system. B

In 66% of the responding organizaticns, the chief exacutive
spends 5% or less of his time in setting up the budget uhgle in terms
of Eerformancs gvaluation based on the budget, ohly 39% of the
chief axescutives spend 5% or less of the fimc on this activity.
Very clearly the frequency distributions of variables 140

and 141 indicate that the chief executives spend much more time

in performance evaluatian based on the budget as compared to the



s 27 3

the
time spent on setting up/budget.

Of the responding organizations, 66js employ "standard costs"
in their control system. The most pepular method of developing
standards is the usa of past performance with 22% emplaoying this

a
criterion., Industrial engineering is used as/basis for setting
standards in 10% of the responding organizations. A cambination
of industrial engineering apd past performance criteria are
smployad by 35% of the responding organizations.

Only 15% of the respanding organizations do not employ the
concept of responsibility centres., Another 42% employ only cost
centres and 7% employ only profit centres, while 36% employ botth
cost and profit centres.

About 49% of the organizations do not emplay the concept of
“transferuprices“. 0f thosez which employ transfer prices, there
appears to be a wide range of practices in terms of the use of
various methods for developing transfsr prices such as the use of
markat values or standard cost plus a specific mark-up.

From the above, it is evident that a large majority of the
organizations surveyed amploy fairly sophisticated, formal

management control systems. §tandard caosts are widely used.



Interustingly, past performance ssems to ba the primary base on
which standards ares set. The concept of responsibility centrses is
quite widely used, though an ancmalous situation appears to
ba.the use of profit centres alone without identification of
cast'centrea within them. With regard to trans€er prices, tha
mast interesting Finding is that there appears to be considerable
variation iQ the approaches amployed in arriving at the transfer
prica,. -

Problems Exparianéed

e ]

With regard te the difficulty of collaecting data relating to
sales volume, sales price, productian volumg and production cost,
the overwhelming majority of organizations experienced little or
no difficudlty in obtaining such inFormatiop.

With regard to the fimancial accounting sysfem impeding the
control system because of the need to adhers ts accepted financial
accounting practices and company law requirements, only two of
the organizations stated that they are axperiencing serious
difficultiss,

The parcentage of responding organizations expericencing
serious difficulties in relation to specific implementation

problams is indicated in Tabla 1 belouw:



% of responding orga-

‘Sl' Implementation Problems nizations experiancing
No. high degree of difficulty
Delays in data submission 187%
Sharsd responsibility for variance 175%
Authorities and responsibilities not
clearly defined 13%
4 Collection of data from diffarent sources 13%
Changes in budget assumptions 12%
6 Excessive time for obtaining dataof
adequate accuracy 11%
7 Differences of opinion regarding controllability
of variances 10%
8 Excessive time owing ta need for adequats
accuracy ‘ 6%
9 Reliability of data 6%
10 E&xcessive time owing to use of data af
excessive accuracy 6%
11 Lack of congruencs 5%
12 Inadequate status of the administrator of
the control system 5%
13 Standards not.attainable 4%
14 Excessive control causing inhibition 2%
15 Inadequate resources praovidaed by top
management 2%
16 Inadequate attention paid to reports by
top management 1%
18 Ouverly short accounting period 0%
18 Standards not accepted by aperating
management 0%




The most widely experienced problems of a serious nature seem

to be in relation to lack of clarity in organizational structure
and the sharing of responsibility Qﬁ variancas by mors than ane
;exacutige.- Obviously thess tmo~proﬁlems are closely inter-linked
and raise a basic issue regarding the résponsibility of ‘and

need for the designsr of the coﬁtpol system to eﬁsuré a meaningful
and rational organizational structure with cIearlé defined and
appropriately matching responsibility and authority.

witp regard to shared raspaonsibility for variancss,
problams most often arise in connection with the ;e;pons}bi}ities of
the production and sales departments. The finance and personnel
functions apparently do not impinge very much on cpératibné.while
purchase and maintenance often shars responsibility with the ~
production department,

The use of the five point scale has resulted in a considerabls
central tendency, as the modal value of respcnsesréﬁardiﬁg sach of
the implementation problems described above generally tend to occcur
either at the mid-Foint of the scale or the "“no problem" end of the
scale. A
Effectivenass

With ragard to effectiveness, the percentage of organizations
which perceive their management control sysiams};s\leéé effective

listed in Table 2 belows



Table 2

Sl. Factor Percentage
No, .

1 Overhead 14%

2 Cost 12%

3  Profit 11%

4  Production 10%

5 Overall Corporate Perfaormance 10%

6 Sales 4%

From tha above it appears that most of the organizations
perceived their systems to be guite effective. 1In fact, all the
distributions rsgarding perceived e%Fectiueness in relation to
the asveral factors considersd';re skewed very heavily towards
the “very effective® end of the scals. The most serious
problem saems to be experienced in regard to overhead. Not
surprisingly in the Indian context, control-of sales, at least
at the time of administration of the guestionnaire, gzve rise to
the least amount of problems.

Uhile the above describas the highlights of the frequency
distributions, it would be a useful anduproﬁably'illuminating
axp;riance toa go through all the details provided in Annexures
1I and 131, However, to reproduce the information prouidea in

these annexuresin its entirity would be an unnecessary

repetition hers.



FINDINGS FROM THE CROSS~BREAK ANALYSES

Cross break analysis was omployed to oxamine tho mlationship15
between tna dasign of tie marzgarent conbrol systems ang fhe per-
ception of the respondents regarding the eFfecti;eness of the
systems, along several dimansions. The contingency tables
devegloped are reproducad in Annaxure IV. Fraom these analyses, it
+is possgible to identify the implementation problems which have
a significéht association with the perceived affectiveness

of the mznagement control systems.

15The most usaful statistics devsloped from contingsncy table
analysis are the contingency coefficient and tha 1lgval of
significance. for tocse unfamiliar with these mgasures any
text on statistics should provide an explanation, A ussful
work is “Hon-parameiric Statistics™ by Fidney Siegsl.

Vary briefly, the higher the gootingency goefficiept,

the greater the association batwsen two variablsg. Generally
speaking a comtingency coefficient of 0.3 or more is indicative
of meaningful association between two variables - given tbho low
number of degrees of freedom involved.

The levsl of significance is given in percentage tarms and is
a measure of the probability that the statizkics obtaired are
the result of a random occuranc2. Far irstance, a2 lesvel

of significance aor “confidence lsvel® of 1% means that there

is only a 1% chance of the observed relationship being a random
occurence. It would bz nacessary tnercfore to view the con-
tingency cocefficient frem the perspective of the gignificanca .
level, A significance level of S5& is generally accepted as
satisfactary.
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Effactiveness with Regard to Overall_orporate Perfarmance

The demographic characteristiss of the organizations showed
Ao assoclation (correlation) with the perceived effectivenass
of their managaement control systems. It was interasting to note
that the most significant relationghip botwsen systems design and
aFfactiueness was evident in relation to the reascns for revising
budgets.

In contrast, almost all the implementation problems idsntified,
shouwed asignificant relationship with the perceived effectivenass
of the management control systems with regard to overall corporate
performance. Table 3 below lists, in order of the degres aof
association, the prohlems that are found to be relatzd to the

effectiveness of mapagcomont .control systems.

Table 3

S1. "\ Leval of Contingency
No. significance Coefficiant

1 Delays in availability aof data
caused by use of data of exce- 1% . « 443759
"ssive accuracy

2 Inadeguate status of the
administratar of the control
systam 1% «436415

3 Authorities and responsibilities
of individuals not defined with
adequate clarity 1% 396485

4 Exscutiyes rasenting the control
system and viewing it as a curb
on their innovative ideas 1% +387292



5" Top management not providing
adequate rasources to effecti-

vely implement the control system 1% .385189
6 Lack of reliability of data 1% .382602
7 Excessiva time requircd to obtain
data of adeguate accuracy 1% 381747
8 Top management not paying adequate
attention to reports generatad by
the control system and not acting
on the rsports 5% «354352
g Differences between company's
- abjectives and objectives of indi-
vidual executives \ 5% .348269
10 Periods for which variance rsports
are developed bgsing too short to
provide meaningful data 5% .345887
11 Changes from the assumptions made
at tha budget development time 5% «345137
12 Delays in data submission 5% . - «331234
13  Differences of opinion regarding .. o e
-+ -the controllability of variance 10% 326403
14 Excessive time required to campile
and process the data 10% : .303977

It is ofparticular topical interest to nots that, aftar the

problams caused by delays in data availability, the prablems most

highly correlated with effectiveness are those of inadequate

status beimg given to the administrator of the control system and



a lack of clarity in the definition of the responsibilities

and authoritiss of individual executives. The latter problems

raise questions of organizational structure which have only of

late besn exercising the minds of researchers and systems desig-

nars in the area of planning and ccntrol17.

Effoctiyeness with reqard to Profit, Cost, Ovarhead, Sales & Production
In addition to the cross-break analysis carried out in

relation to perceived effectivenaess with regard to overall corporate

performance, similar analyses were carried out in relatioﬁ’to

gffactiueness with regard to profit, cost, overhead, sales and

ﬁiﬁﬁucfion. The significant findings from thesa crogs-break -

analyses are given in Table 4 below?

Table 4
Sl. Parameter Design feature L?VE% ?F Eontlﬁggncy
No, Signifjcance Coefficient
1 Profit Speciéication aof cost
at which goods ars to 1% .350637
* be produced specified

in the budget

2 Cost Specification of cost
at which goods ars to
be produced specified 1%
in the budget

«349914

3 Overhead Existence of overhead
budget” 1% «326526

4 Sales Who preﬁares salas budget 1% +447126

1%93: Robert N. Anthony, John Dearden and Richard F. Vancil,
Management Control Systems, (Homewood, Illinois: Richard O. Irwin,
reve ed., 1972), pp.395-410.

Also: 3J. C.‘Caﬁillus, "lanagsment Information Systems and the
Corporate Organizational Structure”, The Chartered Accountant,
(July, 1973).




The relationships indieated by the findings listed above lani
themselves to logicalaxplanations. In the Indian situation,
markets are relatively assured (as mentioned with regard tq

'£he frequency distribution of effectiveness with raéara-to
salas), -The price-volume relatiocnship, in the Indian context
of assured markasts and licensed limits to capacity, takes on
secondary importance as compared to the cost at whichAgoods are
produced. In addition to licensed capacity, another factor limi-
ting production and hence sales volume is the availability
of raw material. | -

Thus, specification of the cqst of préduction, in the hpdget
quité logically should have a major impaét on effectivensss of’
tﬁe ﬁanagement control system with regard toprofit. A corrobo-
ration of the importance of availability of raw material is
suggested by the relationship (at the 5% significance level with a
contingency coefficient of .278914) bsetween this factor and
praofits.

The effectiveness of ths management control systems with fagarﬁ
to cost are naturally linked with the existenca of budgets Focusing%
on targetéd lavels of cost, ,

With regard to cantrol of overhead, it is pagticularly
significant that the vary existance of an overiead budget emsures
that overheads were mores effectively controlled. Tha nature of

overheads is such that optimal relationships ars notdefinable,



by and large, and consequently it is essentially the managcrial

attitudss towards gverheads which ensure effective contrcl. In the

arza of "managed" or “discreticnary" costs, it Has bBeen gsnerally

proposed by experts that if aporoprizte questions are asked at

the budgét dovelopment time and if operating manageoment is made

conscious of top managemants! desire to control the lovel of

everhead then psrhaps the best attainable degres of conircl wifl

be achieved. The statistical relationship identified confirms

the operational validity of this hitherto theorstical proposition.
The effectiveness of the management control system in relation

to saleg i8 linked with thé identity of the exscutive wha

prepares the budget. Here again, explanations of the reasons for

this relationship would be an exesrcise in tautologye.



FINDINGS FRCM THE INTERVIEWS

Seven organizations were selected for in-depth interviews.

A mix of bharacteristics in terms of types‘of ownership and
management, type of industry and gscgraphic location was
ensurad,

Verification of answers to the questionnaire praoved to be
particulifly difficult in v;eu of the fact that in some of the
organizations major changes had taken place in ths design of
the control sg§tem during the period between administration of
the gquestionnaire and to the time of ths intervisws. In one
sense, thess changes were very desirabls as they provided
an opportunity for understanding in pragmatic terms, the
rationale behind the design af managemsnt control systems in
these organizations.

The remaining elements of the interviews which were described
garlier in the scction on methodology lad primarily to substanti-
ation, modification and addition to tihe researchers' recommen-
dations for responding to the varisty of implementation and admi-
nistratéon prablems identified. Conseguently, the findings from

the interviaws are more suitably incorporated in the following

two sections of this report.
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INTEGRATING THE EMPIRICAL FINDINGS

The empirical findings, the intervisws in particular,
nave suggested twc insights of major significance. Ffirstly,
the concept of effectivaness of managesmsnt contral systems
requires re-dcfinitioa to take into account the fact that
effectivenass can relate to more than ons dimension. Secandly,
“implementation problems® need ta be classified into two
categoriss, namely problems of implementation and problems of
administratipn.
The Dimengions of Effectiveness
On the basis of tha intervisws and the analysis of the
statistical data, the researchers felt that there were indications
that the effectivensss of management contrcl systems should be
considered along twe distinctly separate dimansions.
These two dimensions are$
i, the managerial effsctiveness cf the systam, and
ii. the technical.eFFCUtivenESS of the system.
The managerial effectiveness of a management control system
rélatgs not so much to the finanﬁial results and operating
~performance of tha organizaticﬁ but rather to the ability of the
management control system to pimpoint and anticipate problems

and to provide a vehicle for management actian.
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The technical gFfectiveness aof & managemsnt control system
an ths other hand weould concsntrata on the achisvement of the
organization in relation tc spscific, primarily Tinancial
indicators of performénce such as salas, production, costs in
gengral and overhead in pétticular.

whilc the distinction betwcen managarial and tschnical
gffectiveness is not difficult to make, it must be amphasised
that in ceftain'areas these dimensions of effectivencss tand
ta overlap. \For instance, corporate performance along tha

A
parameter of profit would be a gystemic indicator of effectivensss
along ths tachnical dimeasion and at tne same timse be a
syrroggate indicator of effectiveness along the managarial
dimension,

' Unfortunately, at tne start of the ressarch projsct ths
distinction betwsen these two dimensions aof effectivenmess were ;otv
quite crystallisad or consciously taken nate of by the rese~
archers, In tne course of the intervisws howover, it became
abundantly zvident thatcertein organizations wers not-
sa conecsrned with the effactivancss of the management control
system in eﬁsuring adherencs ton specifiea targets in relation to
production, sales and casts, but Lere primarily if mot salsly
concernad with the affectivensss cof the control system in terms
of acting as a radar system for identifying areas requiripg

managerial attention and as a systam for ensuring that appropriate

remedial action is decided and implemented effectivaely.
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If one accepts the existence of thess two dimensiors af
effectiveness, then both the a priori hypothesis as well as the
statistical findings need to be reviswed. The hypothesis would
certainly be even more appropriate in the centaxt of the
managerial dimension of eFfeétiuaness. However, in relatizn to
technical effectivenass it would be logical to Bxpect the design
of the management pontrol system to play a more significant rcls,

The statistical findings psrtaining to the relationship..
between effiectiveness with regard- to ovsrall conoporate performance
and factore such as organizational characteristics, design Fesaturas
of the management control systems and implementation problems
strongly corroborate the basic hypothesis. “0Ouerall corparate
performance® falls within the managerial dimension of sffactiveness
as it does not focus on'cost or financlal paramsters of par-

formancec.

R major gualification which the researchers weuld lika to

emphasise is that carrobaration of the basic hypothesis does not

mean that the design of management control systems is wholly.
irrelsvant. Such a contention is cbuiously invalid and meaaingless.
Rathar, what appears tg ce appropriats is the concept of a minimum
or "threshold" level of sophisticaticn in ths design of the
managenant contrsl systems If this threshold : level of desiga is
not present, then the managament controcl system caqnot poasibly be

gfFfsctive along either the managerial or teschnical dimensions.
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However, excellance in design beyond this threshold level does
not, as evidenced by tha statistical analysis, contribute to
increased affactiveness along the managerial dimsnsicn.

The threshold level of sophistication in design does not
appearlta be very highs UWhat scaems essential is an appropriate
identification of rasponsibility centres and a roporting system
which focuses on timely provision of infarmation on performance in
terms of critical variables relating to individual responsibility
centres, to ths ccncerned level of management.

With regard to effectiveness along the tschnical dimension, the
design of ths managemaent control system takes on considarably
greater significance. As indicated in Table 4, the specification
of cost of production in the budget, the existence of an overhead
budget and the identity of the executive preparing the sales
budget are features which influence effactiveness in relation the
various “technical' paramcters,

Implemsntation and Adminigtration

The empirical findings, again perticularly those stemming
from the interviews, indicate that it is meaningful and important to
classify what this étudy has referred to as "implamentation
problems" into two categories, namely implemantation problems and
administration problems.

The distinction which is sought to be made by this classification

is between problems which arise at the time of installaticon of
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management control systems and prablems which relata to ongeing
managament.control systems, B8oth technical problems and
bahavioufal and organizaticnal croblems arise in relation to
both these catesgories. Howevar, at the implementation stage,
tne behavisural and organizational problems ars likely to be
particqlarly severe as installatior of a managsement control
system naturally triggers the'dysfunctional respansas and
attitudes that arise when major changes are introduced in an
organization,

The behavioural problems that are encountered im an ongoing
system - "administration problems" - are largely related to the
nature of and the attitudss adopted during the raview of actual
varsus expected perfsrmancs.

Implementation problemsg as decinad~hefe ara primarily "one-
time" problems whils admninistratiaon p;oplemg would conﬁihually
arise and damand apprapriate and timely‘remsdiétion - both

technical and benavioural.
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RESPONSES TO PROBLEMS

In the light of thae analysis of the questionnaires, the ressar-
cherag' findings from the interuiswé, and the researcihars own under-
standing the following list of recommendations regarding mini-
mizaticn of implamentation problems uéra developed.-

Reperting Systems

In section E of the quaestionnaire, several of the problems
gssentially relate to the design of the management ‘information
or reporting system, Thess problems includes

1. Difficulties experienced in collacting data relating to:

i. sales volume,

ii. salses pricss,
iii., production volume, and
ive. prcduction cost,

2+ Dependence on the financial accounting system for data
and the consequent problems arising froms

i. the fact that the financial accounting éystem is
based on the reguirements of Company Law and id
not suitsd to the requiroments for management controlg

ii. the fact that the financial accounting system demands
a degree of accuracy which is not necessary for
management control and consequently causes un-
necessary delay.

3. DOelays in data submission.

4. Co=crdination and cunsistency problems arising from
data being provided by saveral different sourcss.

S5« The time reguired to obtain data of adeguate accuracy
being excessive.

6. Delay in availability cf data caused by the use af
data of excessive accuracy.
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7« The excessive time required to ccmpile and process the
the data in the form required for management reports.

“The approachas to designing effective and efficient management
information systems would be two lengthy to datail in this report.,
However, some particularly significant considerations which in
tha raesearchors' opinian aréAassantial if the prablemslisted
apove are to b2 avoided are as followss

1. The distinction needs to be made betwesn the timeliness
and accuracy of data required for financisl accounting
and for management controd.

2. The report should E2 tailored to the level of ths
executive recaiving the report; with the focus being
primarily on operating indicators of performance at
the level of operating management, with mare financial
data provided for axscutive management and primarily
financial with some envirommental infaormation for top
management,

3. The ksy result arsas or critiecal variables in the
operaticns of each subeunit cf the organization should
be identified, so that with limited information an
averall view of performance can be obtainead,

4, Executives should rzceive roports relating primarily
if not solely to their areas of concern and information
relating to other areas should be limited to what is
necessary for efficient co-ordination,

5. The use of EDP or unit record equipment for shorteriing
the time requirement for compiling and procsessing
data may be found to be a useful investment.

6. The distinction between information for effectivc
contral along thé two dimensions - managerial and
technical - noads to be borne in mind. In case the
focus is primarily on the managarial dimension then
the requirement in terms of accuracy bscomc even
.less important while timeliness gains added criticality.



Among the organizations interviewed, it was interasting
to note that in all situaticons whers executives were plsased with
- the effectiveness of the system, the management infcrmation system
was particularly tailored to the organizational charaéteristics.

In one large concern ergaged in the heavy engineariﬁg industry a
system of “modules" within each job was employsd. Each moduls was
treated as a separafe job as thg total job could take as long as
thres years to complete and for management control a shorter

time period for reporting was thought to be essential. Ffurthermore,
in this organization, accuracy only to the extent of lakhs aof

rupees was raquired in reports at the top management levsl,.

In z2nother organization, aince production was found to be
almost idantical to sales, tha focus af tha managemnsnt information
system and the contral system as a whols was essentially limitad
to the production function.

In a third organizaticn, where contral of laonr cost was
thought to be crucial, a very detailed system cf booking not
only the hours worked but also breaking up idle time into a variety
of reasans were employed.

Reliability of Data

The'prablem‘of reliability of data was not one that the organia-

zations interviewed found to be scerious. The most commonly sugg-

ested reasan for this was that tho culturs of the organization
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precluded any manipulation af infomnation. Onoc executive
mentioned that scmc proclome with rogard to booking of sales in the
appropriagte time pericds had boen experienccd a year or twc @arlier
but that the very ssverz management reaction when it was found
out resulted in thg abandonment of this practice in the
srqanization,

The £w0 mest widely émployad respcnsas to this proolem in
addition to of course fostering the dcsired culturs in the
organizaticn weros

i. caraful analyses of trends, and

ii. the uss of sample checks to verify the accuracy of the
repartsa

Changes in Budget Assumptiaons

The responses adopted by the crganizations interviewsd uaried‘
someuwhat. The unanimous opinicn of the exscutives in thess
organizations was that careful analyses should be made to dis-
tinguish between unavcidaole, externally induced changes and
controllable non~achisvement of targets. In fact, the understanding
was that in case of doﬂft, tha decisicn should bz that the

: o .

executive responsible[peldaccountab19fo; the shortcouming.

Three responscs to nighly fluctuating ¢nvironmsenis werTe noted.
Y

First, care was taken by certain organizations tu ensure that tha
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assumptions were made as close to the budget period as possible
sa as to ensure that obsclesence of the assumptions was lsess
likely to occur. Second, certain organizations amp loyed
rolling budgets which were for a one year time horizon but
waere reviesuwed on a quartarly or six monthly bas;s. Third
an approach was adaoptaed of allowing only major changes in
assumptions te influence the budget and ignoring minor changes
with the accompanying reguirement that SLch minor changes should
not be accaopted as'valid reasons for non-achievement of the

budgeted perfarmancs.

Reporting Pericds

As indicated by the statistical findings and substantiated
by the intervisws, the time beriod for which variances were
ddveloped was not much of a praoblem. Emphasis however ﬁeeds to be
placed on the appropriate time span af evaluation. In more than
one organization the remark was made that when a variance occurred
for a particular month with regard to certain aspects of performance
no action was taken but if a traond emerged then management attention
was focussed on this aspect. Also, it was pointed out that more
importance should be given to the time period when evaluating
the performance of executives. Thc higher the executive, it
was suggaested, the longer the appropriate time span for evaluating

whethor performance was upto the mark or not.

Clarity of Authority and Responsibilitiss

The importance of organizational structure was one aspect



which was highlighted by the study. To clabarate on thasries of
organization would bs out of the scgpa of this report, but de-
signers of management control systems should excrcise extrame
caution if asked to design management control systems far
crganizations where the structure is not rational or clearly
dafined and is likely to lead ts otherwise avoidabla dual
responsibilities for variances.

Many of the organizations interviewed stated that dual
responsibility was neither wholly avoidable nor an uncommon
occurence but that as long as the crganizaticnal culture uasgone
of taking remedial action rather than appﬁrtioning blame, such
unavoidable duality of responsibility did not create unmanageable
problams. Alsc, where remedial action could not bB. identified,—the
executive tec whom the two or morz departments rasponsible for the
variance reported should (assisted by the “contraller™) approgriately
take a decision regarding what i8 to be done,

Non-Acceptanceg of Standards

The mast significant finding in relation to standards is
the use of past performance for developing expectad norms of
paerfarmanca. In this regard, the thrust should be one of satting

a standard which is better than past average parformance but



t 53

which at the same time has been achieved oan a sufficient number

of accasicns in the past for it to appear reasonable and feasible
to tha exacutives and worksrcs hald raespcnsible for its achievement.
Statistical matﬁods‘a have been develaoped for specifying standards
along these lines and the use of these methods should greatly
reduce the problem of non-accestance of standards.,

dttitude to Conkral

The next four problems sssentially result from inappraopriats
attitudes on the part of operating management towards thecorntral
system and the exarcisa of managament control. In additicn to
developing the appropriate attitudes, specific technical
responses to some of thé problams can be employed.

In the situations where differences of opinion exist
regarding the Eontrallability af wvariances, the relative contri-
bution approach to management repoerting can be ussd1?

With regard to differences betuween organizati .ns! objectives
and the aobjesctives of the individual executives, here again, approa-

ches Nave been developed which could minimize such differenceszq

18

Sess 3. L. Camillus, "Perfaormanca Standards for Planning and
Controls Tha Managerial Perspective,"™ The Management Accountant,
{Decamber, 1974).

g
Femond Marplss, "Relative Contribution Approazch to Managemert
Qoporting®, NAA Bullstin, 1963.
A, k. Bhattacharyya,” Translating Organizational Objsctives into °
Programme Targets and Oparating Tasks“, Eccnomic & Polé;1Cal
weekly, VYal.ViI, No.48, {November 25, 1372).
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Esgentially, the attempt is to ensure two way communication of:

i. top managements' axpecpatéons dounwards, and

ii. operating managements' assessment of potantial upwards;:
and thus arrivg at a mutually accepted understanding of desirablea
and attainable performance.

The third praoblem, namely cof standards in the budget being set
higher than reasonably attainable, would not arise if the ajproaches
to setting stagdards ara in keeping with the methods suggestad
garliar in the context of standards hot being accepted by
operational managerse

The fourth problem - that of the control system being viewsd
as overly raestrictive - has no technical solution but is, almost
tatally dependent on the culture which top managament seeks to foster
in the organization and an the organization's approach to ths
exercise of control. It must be borne in mind that in certain
organizations it may very well be a conscicus management decision
to avoid high-risk alternatives or to minimize change and con=-
sequently the control system might bepurposively designed to ensure
adherence to existipg practice and to inhibit new modes of action

an the part of lousr-level executives.
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Status of the Controller

The most important recommendation tq be made in this context
is that the contrﬁller should rsport te the chief line exaﬁutive.
In no organization studied im depth,where the system was’
sffectiva, was any anather reporting relationship- encountered.
Alsoc, in thoss organizations where the cantroller did not rsport
to the chief line executive, the management control system was
always Fgund to be perceived as less effective than desired.

In this context, the organizatiore interviewed wers
of the opinion that the controller should not passsss any ling
authority. In addition to not paossessging or utilising hierarchical
authority, it was felt that the controlle; should consciously
refrain from using his ready access to the chiaf execut@ve as a
séurce of derived authority. In fact, it was unanimously felt
that the only authority the controller should exercise should be
that stemming from his ability and williﬁgness E; assist line exe=
cutives iﬁ analysing their ocwn performance anq_arriv;ng at

appropriate remsdial acticon.

Top Managements' Attitude to the Management Control Systems

The last two prcblems namaly that of lack of provision of
adequate rescourcas by top management and top management not paying
adequate attention to the resports genarated are cf crucial

importe.
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While rescurcos arc obviously important, it must never be
forgotten that even more important though less abuious is the fact
that unless top managemant uses the management control system,
such systems would bo a futile invaestment in any organization.

This point was repeatedly emphasiszd by cxecutives in the
organizations whcre in-depth intervicws werc conducted. In

fact, with regard to effectiveness along the managerial dimension,
the impregsion gathered in the ccurse of the interviews was that
aven if the system was not optimally designed or prgvided with

all the desirable resaources, yct by using the outputs of such
sub-optimal syétems top management imparted to tho control system an
‘ importance and a value in terms of cffectiveness along the
managerial dimension which esven the better designed systems could
not claim.

In terms of top management's use of a managemsnt control
system, the most important aspect appears to be the approach to the
review and follow-up exercise based on comparisons of actual
and budgeted perfarmance. This is corroborated by the statistical
finding that the reasons for revising budgets are associated with
the effectiveness of management control systems in relation to

overall corporate performancea
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The characteristics of offective review and follow-up

identified by the researchers ara listed below:

i.

ii.

iii.

Iive

Ve

vi.

vii.

Performance evaluatisn should ba based an budpgeted
versus actual perfcrmance, rather than on comparison
with the performance of similar units,.

The budgsted performance should reflect available
potential. To the extsnt that potential for achievement
is difficult to determine, performance evaluatian

sbould also take into account the amgunt of managerial
ef fort invasted by executives respongible for variances
from budgeted performanca.

Attention should be Focused on canti~uing variances

~af a small magnitude and cne-time variances of a large

magnitude. Analyses of trends should therefore be
given importancaes.

Budgets should incerparate Maction plans® which facili-
tate thae revieuw and fellow~up exarcise., Thesa action

plans should dstail the managerizl measures that are

expected to result in the budgeted financial perfarmance,
Action plans should identifys

a.» specific managsment actians to be
takan during the budget period;

b. the exescutives responsible for taking the.
spacified actionsy and

c. the deadlines by which the actions should be
accomplished.

Contingency plans developed at time of prezparing budgets
make the review and fallaw-up exsrcise mere effectiue,

8udgets should be developed on the basis of assumptions
that ars formally statsd and accepted by all concerned
levels of management,

The revisw and follow-up exercise should incarporate
the mcnitoring of remedial actions decided upon aarlier,
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The emphasis in the roviecw and follow-up exercise should>

be on superiars and subcrdinates jointly and collabaratively
determining needed remedial action rather than being an
axercise in apportioning blame.

To the extent that clear incompetence Or errangous
judgmznt is not displayed, the sxecutiva responsible

for the variance should himself select the most
appropriate remadial mcasuraes from among those generated
callabuoratively by his suparior and himself.



CONCLUSIMN

This reseerch study perhaps raisas as many issues as it
rgsolvas. The most important ﬁoint that demands furthar research_
and analysis is the finding thgt there are twog majior and distinctly
different types of objsctives ;hish a managsment control s?stam
can serva = tha technicazl agbjectiecs and tha>manage;ial objectivasa.

With regard tc the managezial dimension, it was quite
evident following the ressarcn study that the sopbistication af
the design of the management control system plays a marginal
role. Rather it is the uss which management makes of the systam
which determines its affoctiveness along this dimension. As long
as a “threshold" Revsl of sophistication in design axists,
effoctiveness along the managerial dimension is almost totally
dependent on top managemant attitudas in general and the review and
nglOm—UP process in particular.

With regard to the sacond dimensian »f affectivencss, namely
tho technical dimansian, it is apparent that the design of the
managemont sontrol system has a relatively major rols to play.
Howsver, further analysis and research is needed if this hypothesis
is to be fully corraberated.

A final reservation regarding the data employed in the

statistical analyscs in the study stesms from the changing economic
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conditions in the country. The koy to téchnical effactiveness
suggested by analysis aof ths available data ssams to be the
oxistence of detailcd cost budgots. However, with the imcreasing
importance which offoctive marketing is likely %o gain in the
emerging buycrs market in the country, pcrhaps more sophisticatad,
technical consideratiaons may need to bo incorporated in the dosign
of & management contrcl system if offectiveness along the techni-
cal dimension is to be ensurod.

At the cost of repetition, but nevertheless in view of the
most interesting validation of the existing theory of control of
managed or discretionary costs,the fact that the very existence
of an overhead bucget results in effective control of overheads
begars mention again.

To conclude, designers of managoment control system need
to be consciocus of the existance of too major straams of objectives
which a control systam can serve, with the added understanding
that the roview and follow-up procuss ccupled with top managements'
use of the system are the primary keys to cffactiveness along the
managerial dimensicn, while the designers' skills may play a very
much more significant and important role in relation to the
dimension of technical effectiveness.

To conclude, designers and users of management control

systams necd to be awares



ii.

iii,

ive

[
(4)}
m
o

that there are twc distinct-streams of skt jectives -
"managerial® and "“technical" - which a management control
system can serve;

that a rationsl organizational structure is an important
pre=roguisite for effectiveness of the managament control
systam;

that the absence of an efficient reporting systsm praoviding
timgly, mapagorial information relating to key result
areas is often a cause of insffectiveness, and

that tecp managemsnt's use of the system, particularly as
demonstrated in the revisw and follow=-up exercise, is
the primary determinenant of cffactiveness,
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QUESTIONNAIRE EMPLOYED
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* b. Refining or processing of bulk materials

DDIaAb INSTIT F_MANIMG T, AAMAD;

DES IR AND IMPLE4ENTAT ION

s C0A2ANY CHARAC ~iSTICS

How many employees does your company have?

What activities are included in your company's operations?
Pleass tick mark the boxes agalnsf. thé "activities applicable.

a. Mining or harvegting of raw materials

¢. Fabricating the cuionents of finished products
d, Assembly of fintshzd products

e, Distributing products to customars .

f. Providing services to customers

PN P N
N N N A

In how many difference locations exs the products of your company
produced or processed? (If your "product" is a set of services,
please indicate the number of service centres.)

a. At a single location

b, Two to three locations

c. Four to five locations

4. More than five locations

e. By others only (purely *distribution" comvany)

P e W W N
e N Nt N s

How many "product lines" (i.e., a group of products which are con-
sidered as a single package for most mensgement decisions) duss your
company oroduce?

a. Jdne product line '
b. Two to three product lines
c. Four to five product Lines
d. More than five product lines

NN NN
N N N N

How many customers (approxlma‘oelj)

—————cn

Please indicate tie percentags of the 1971 sales revemue of your cou-
pany from sach of the following types of custiomers:

T f cyst u_miw
a. uovernmentgcapltal gooda)

b. Government(consumables/services)

¢, Indystrial £Cap1tal goods)

d. Industrial (consumables/servizes)

e. Consumer(dutable goods)
f. Consumer (consumablzs/servicss)
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where on ths 1ollowlng scales dozs your comnany fall?

8. ! 1] 4 1. 1

1 2 3. . 4 5
V«>rf dependsnt 7 is dependeat on’ sub- ot at all dependent
¢ sub-contrac— _ contractore as most on sub—contractors
tors: - . éthess -companiea that -
I know -

b, ! I t ) t J
3 3 3 ] 1
availability Availability of raw Availebility of raw
of raw mate- meterials is as much ‘materials is a critical
rials is not - of a problem as In ‘ problem faced by the
a problem fa- most other comvinizs campany .
cad by the that I know.
eamdany

c, ! r 1 } ! !
1 2 T 3 4 5
Imported raw A8 depens snt on impor- Imsorted raw ma-
material is tad raw naterial as ~ teri:zl is unimpor-
eritical to the mest other companies " tent to the com~
company that I know pany

Which of the following statemsnts typifiss the board of directors of
the company?
a. Only the mapaging director is involved full time iz the ruaniny

of the company ()
b. Two or three directors are imvolved full time in t:e running

of the company ()
c. 4n executive committas formed of several directors is involved

full time in the runniog of the company A ()
d. The board of directors is formed primarily sf full tims cxe-

cutives of the company ()

Plsase indicate the percentage squity that is held by foreign interests
in your company ’
0%

1-10%

11-25%

26-50%

51-75%

Above 75%

Vo o Lam W W N
Vel el PN N s
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1. dre objectives devsloped for your company in the following terms before
ths start of a financial year? Plesase tick macsic the boxes against ths

&0

O

&, THE BUPGSTING PA0CI5S
Note: If your company doas not deveiop or =mploy budgots, ploase ski) this
scztion of th. guestiocnnaire and mov: on to Sietion D,

I. §4xS SUDGET

1. Is your salec bud,~t prepared on tr. foliowing hasaes?
a. -uigeted on a product line busis : )
b. Budgeted on = grographic region-wise basiz ()
e, udgoted only for the company as a whola ()

2. 1Is the sales tudget for the forthcoming budget yeszr bruken up into:
a, daif-yearly psriods? {)
be Qartsrly periods? ()
¢, Monthly seriods? o ()
d. Mot brocken up into periods ~f ..ss than'a year ()

5. Who »-sparss tha salas budeget:

objectives which soniy to your company,

a. Profivs (baf-re or after tax)

h.  s%urn oa investment ‘

3, Saruungs (i.e., proiit after tax) gsr shars
d. Growth in sales over ‘the pouvicus year

#, Growth in market shars over the privious year
v, None Joi .he sbove

L WY e Vog NN

oy many months prior to tae start of the financial year are thess
cbjectives decided upon?

o e e e NN

whic:: of the following ariteria do you coaside:r when -setiing up these

objectives Tor your ccmpany?

a. dot applicabla, No objectives are devsloped

b. Past performanca cf the comoany .

¢, Political, social, und economic environment

d, Likely actions znd performance of competitsrs

e. Strangths and wesknasses of the company

f. The company's plans for eapital wrojects

g. The company': manpowWer recruitment 3nd training plan .

RN LT e

a, Jalez managsr
b, »ales manay v jointly wita starf

o~

Nt St e e N e
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¢, Sales ma.nagei‘ Jointly with sroduction
d. Salss m ar jJointly with production and purchsse
e. Any other Plea.se specify)

()
()
()

Is the sales budget. praepared by the abovs reviewed befors aceceptance,

and if =0 by whom?

a. Not roviewed

b, Reviewed by the sales director

e. Roviewed by tha sales diractor jointly with the
controllaer/chief accountant )

d. Raviewed by the top management

2. Reviewed by any other {Please specify)

NN .
Aot S s o s

which of the following considerations are talten :Lnto a.ccount whoen ds--

veloping the sales budgat?

a. Projactions of past sales
b. Competition
c. Econometric data
d. Specific sstimates of the likely Jamand from e:usting
and potential customers
. Any other (Please specify)_

I, PRODUCTION BUDGET

1.

3.

Ds any of the following considerations axplicitly influence the
praduction budgat?

a. Budgeted salase

b. Inventory lavels

8. Availability of raw materials
d. dvallability of fimance

Which of the following, if any, are oxplicitly 1dent.ﬁ‘ied in the
budzet document?

a. Quantity of production

b. Dolivery schedui:zs

¢+ Quality of .praducts -

d. Costs at which goods are to be produced

P SN N

P R Y ane) .
St AN S

Which of the follow:l.ng cat.egonee of costs are exphc:.t,Lg i,dentlf.lad

in the budget when specifying the costs of proo“.uc:hion A

a, Varisble eosts (i.e., cests wiuch are propcf*bionaue to- the

level of production) -

b. Departmental costs (i.e., coste wh:.ch do not vary with t.he
level of produetion, but which arc clesrly related to a
particular department or product line) )

e, Non-routine cests (i.e., costs vhich occur at specific
prints in time rather than contimzously, such’ a8 ﬂpecial
maintenance and sgares)

()

()

()



en

. No.

- a, daterials <onsuncsion

&
EREERS S

i, Fixed overhead (i.s., costs which ar: fixed and which arc wuotT

directly roltable to 2 particular aro*uct line or department,
but are applicsble ©n a:veral} {

s the Tcoabribution" or Mmarcin! iduntifiocd fo. iniividual
products or -oduct Lin:s?
1. wob Identifisg

b. iazntified for nraduct lines
¢. Identified for Individunl preducts

——~

are 7purchise srzze vilances" (differ-.ncc botween estisted
Mrchas - prits nd actusl ourchase pris-) csleulate: a
llocate d % the surchazs: 3:ortment?

a.. Ik

o, Caleuiakad but mt allocated LI thg. purcha;:e a;,;rb;n.snt (

“Ar'c "standards® for the follovimg items idéativiad im th. budgs-

doc:ment or olsswhaere?

b. Planned yicld/waste
¢. a1y other mon-financial soaraerdsirlrass “poeity)

o~

aho devulops the mroduct.ian badg.e?

2. The production minager- - - v {

b. The production manager Jointiy w:.th degartmsnt peads
reporting to him

c. he nroduction manager jointly wiab zales exscuvlves

d. The nroduction manager Jomt:.y u.ith sales and Awrchase
axascutivas \

o~

Who reviews the production budget?

a. Producticn diresctor
b. Production director and controli.ar/c&hf 3¢ sounvant
¢. Controller/chisf accountant

d. Top minagement

8. any other (Plsase spacify),

PN I

i

If the cumlative production «chedulcs indicate that the actual
production will not ba the same as the tudgoted production, is
tho budgat

a. 4lterad (i.e., revised) E
h. Retained in its origihal form

.

Pan N
N N

)
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1C. Is the production budgst for tha forthcoming budget year broitan up iwks

a. Half-yearly porloda? : ()
b. uarterly periods? . ()
c. Monthly periods? ()
d. ot broken up inte periods of loss than a year ()

III, OVZRHE.D BUDGET /

1. Is there an ovorhead budgat for company-wide cammon services(such s
decounting, Loghl and Psrsomel) which arc mot i¢Latd to Jroduction/
salas levels? L . ' :

a. Yas . o » L - é )
b. No . )

Hote: If your answer is "No" please skip the remalming questions in this
part and move on to the moxt part (i.e., Part IV).

2.  arc these overheads separatad into azy of the following catogaries?
a, Discretdonary caste(costs liks advertiscment that are purliodically,

usually anmaally, reviswed Gy top management, and whase magnifude

is a judgmental decision on the part »f top mmagament) ()
b. Committed costs (coste lika depreciation which are "sapk" and

are ngt amenable to change by management) ()
¢. Necither of the above .

&, %ho devslops this "overhcad budget"?
a.'Controller/chiaf zccountant {)
b. Hsade of sales, production, end serviee dspartments jointly E )
c. 4any other {Ploase specify) )

4. Is this overhssd tudget roviewad, and if So by whom?

a. Not reviswed 2 g
b. fwviewed by the cantrellar/chief accountant

- ¢, Reviewed the top management g
d. Any other (Please spacify)___-

IV, CoMriNY-WIDE BUDGET
i, Is profit{before or after tax} budgsted for the comprny as a whole?

a. 128 L . ()
b. No : _ ) ()

2. Iato vhat periods is the amwal cash flov statemsnt broken up?

a. Nop agplicable. No ansual cash flov statement is daveloped. ()
b. ThHe avmal cash flow statement 1= not brolten into shortar
tims periods ()
c. The apmual casheflow statement is broken up into half yearly
perinds ()
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d. Into guarterly periods
c. Into monthly periods
f. 4ny qther (Please specify)

A~
~— e

dnich of the following consm arations ars oxplicitly taken iats account
when budgeting working capital recuiremsats?

a. dot applieable,. working Ca.Dl't-a.l is not .¥olicitiy budg:ted
b. Crodit terms given and levoel of account.s receivabls

c. Irventory levals

d. Marketabls s:oaritiss, debenturcs, govermment seeurities,ste.
a. Credit terms recoived and lovel of accounts oayabi:

f. Bark facilitics availeable, including sseured . ns

g. Dividand reguiremonts
k. None of tha above

Who raviews the company-wido budget befare it is finaiized?

PN N NN NN N
Vet el e e PN e N

a, Not reviecwed .
R. Board of dirceoters S ) _ S
o. Managing director | L
d. any other (Plecaso speelfy)_ N

- —

P e o
A

‘Folleving the revicw eof tho company-wide budget, which of the ..

follauing” aﬁions take placa?

a, Not applicable, Neo raviov is condictoed ()
b. Rovisions aras suggestod hy the re viewers, pat nead not bs
acceptad 2 ;

¢. The revicwers dociie unilaterally tha ravisions neederd

¥, _BUDGETTG (GENRRAL)

1.

To what oxtent do managers who have ‘bo im:)l\.mpnt. the budgot parti-~
eipate in the develomment af the tudget? -

a. The budget is finalized without necessarily consult:.ng the

managers whq are to implament &% 1 -- ()
b. The budget is fimalized only after oUbaimng ‘the opinions of
the mansgers whg Wi¥L'tmplesiant it~ ()

‘¢, No budget is finalized without ths willing acceptance of the

managsrs who are to implament it o ()

Is thore a formal undérstanding ‘that tha anmual budget will be roviawed
with the intent to revisc it during the budgat year, and if so at what
frequancy are such revi:we- axpscted to be conducted?

a. No such rovisions aré plasned for beforshand (1
b. 4 budgel roview with the intant to reviss it, if necossary, -

is schedul:d six months after the anmial budget comes into”

offect ()
¢, Roviews with tic intent to ruvise the budget are achednled

avery quarter i)
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3. 4re unecheduled budgot revisions carried out ;or any of uhro following
reasons?

2. do. The anwgal budget is aot ravtsed d..\ring the budget yoar under
any circumstances ()
b. fhe tudget 18 rovised if “the’ :-|.ctu=l p rmrm.aco varies over a
certaln parcantags from budg:tad performs.ace ()
¢. Tho budget is not revised if actuwel perfdrmancs varies from
budgeted performamcs unlvss it is due to drastic changes in
the oconomic, social, and political saviroomont or other major
tusiness develoments clearly buyond manegement control - ()

4, How many wonthe zhead of tha b:dget yaa: do th fallo»:ing events oecur?

-y

No. o:‘. months bofars tha budget

ivent - year that tho ovant takes place

a. Initiation of the udget developmont
b. Revisw grior Jo finalization of the

"company~wide” budgeb o . .
¢. T'inalizstion of tho "company—wﬁa‘ ' '
~-tudgat —— S— .

y

5. 4z budgols stated s3parately for J;v of the f"}.lnwlug"'

a. Diffarent geographic regiens ~ = - o 4 e

b, Diffarent factories witaln tha company

¢. Departments within the factories: -

d. “Serrlce" dopartments, such as accounting, tegil,and 1Ln.am.a
e. None of the abovs, oaly a company-wida h).dg=t -

2. JHE GONTRQL, CYBIM GND PAJCFSS
3. Plea.ae fill in the number of reporis cach of ths spscified I.evals of

[ NG TN

managemant get. at varioua :trequemiea.
Loval of 2 :

Rapegowent,
Top mansgement{beard/
managing director)

Ayecutivs mansgaument
mansnaging dirsctor/
funciisaal directors) -

Operational managoasnt
{departnantal heads)

2. .gainst each of the itam® in rowe L to 7, pleoase put o tick mark in the
sub-columns{a and b, which dsscribe types of reperts) to inmdicate tka
type of ropori, Af any, that  oes to the levels of mnagemo.nt doscrivd
in columms I to ITL,



Nej

Top "{am.- © Executive  :Operational Ma-
|§ame%§ E P.gggge%ﬁn; II' gﬁﬁ’i@égt H;
i 2ey ted vs. lute 'ted ve. te ‘ted
+ actuals | «ctual | lactuat 1 ;vs.
only) ¢ LJ..\.., o ; y setual
. Coovari- . ‘ ’
Item ; anecs) { j .
o jo) : 4 b L _a : b _
' T T ; ; :
1, = tlus product line-wise j . ; i '
i ¢ |
i i :
2, Varig bl\. costs of produe—--- o " i !
izn : ’ -
Product line contribution: | i t :
- - ’ ' ; ! . i N
— T T ) :
4, “iclated ovarhaady "Lctlv’l.tv- : i { i
" wise or product-wisc) o . b ' » {
R ' ; ; :
5. Service department{overho ads e b - - g ¢

{company-wide)

srofitibefor: or of ter tax) |

quality, yisld; ef:iciznoy, :

capacity utilizstios, .nd

similar nen-fin~nci~L ltams-- o

. 4 !

et

S,

Plecase state the title o- tn.: exseative adminigtering

tl'al Syﬁtums .

e

-

th.: managemcnt con-

Io which of the following 4528 ha roport?

a. Chief sxecutive {president or managmg d:u'ect.or,

9. Finunce diractor
¢. Chief accountant .

d. any other (Pleasz wpocify)

X2 foraal reviews of th- companv-vide astu-al war us axpected o
coniacted during the budg:t year!

a2, No. No formal raviews
b. i1 review is oorductad
c. dcvicws are conducted
d. Reviows aic eonductsad

are corduct 3
six ionths
3very duarter
moathly

'tei‘. ths dget year starts

(
{
(
A«
ri

IS N

JIRANCE
!
)
)

)
)
)
)
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6.  Please indicata within how mony days, after the ord of cach perioed
{within the tudget year) for which reports are gemesrated, are the
following reports nsually raady?

Time taken to prepare veports

Within Within .ithin Within «ithin . dithin VUsually

5 days 10 days 15 days 1 month 1% mon- 2 mon- after more
after after after after ths af- ths of> than two
the com~tho com=the - the com~ter the ter the months
plotion pleticn comple-~ plotion comple— comple~ '

of the of the tion of of the tion of tion of

Ragorts . )
period pericd the period the the pe-
period : oariod rj,qd
Sales o
Production
Qverhsad
Profits

. ¥on-finaneial
indicators,in-
cluding environ-
mantal informa~
tion

7. BHow sre these repoarts preparsd? ..

2. Mamially ;
b, ¥ith punched cards

c. With alectronic data processing equipment )
d. any ether{Plsase specify) )

8. Please indicate which af the following actlons are taken, if necessaryi
a.!'ﬁer a review of performance for z periocd.

EW Not epplicakle, No rovicw takes place
b. No aetion is uegally tzken or recommended
¢, Fricing policies or epecific mreduct prices arc modified
d. New sales promotion activitiss are undertaken
e, Redaployment of resaurces, such as men and monsy
£. Any other (Please spacifys

9. &re exveuntives evaluated and sultably rewarded, or are they gulled up,
on the basis of the roports comparing actuzl periorma.nce to budgated
performance?

P g,

N Bt e N Nt St

N LN o
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a. Not applicable. No such re por‘bs are developad
b. Ne
c. Yes ()

10. Please indicate the mamber of tho two categoriss of persomnel specifizd,
who ‘ars engagad ;:rma;cily in a:'imznisteri'lg the manageaent conirol
systen,

o~
N~ s

Number

Professional staff !
Glerical staff -

fBéital - o ' -

.

11, How much of the eh;el‘ exaqutiw's time ie sean‘taon taae activities
' described below? T

3. Percentage of tlm& =pent l‘.v the chiar "axeewtive off sebting up
the budget(e.g. ﬂfif he spends 30 days, the figure to be filled

in would b»e 10 —_—%
b. Pereontage gf tims spent by ths chief exseutive in
performence evaluation based onr tho budget 4
12. Doss your cost accouating sysx.qm emplqy 8 gtandard costs™?
a. Yes . T ' {)
boNo oIt osea s ()
13. On vhat basis were thisss™ standa:d costs daveloped"
a, Not applicable. Sundard costs have not boen developed ()
b. Industrial enginesring based analyeis ()
¢. Past performance - — -~ ~ T ()
d. any other (Plsase spec;fy) ()

14. Is the comapt of«“rasponsibilitv centras® employed in your company?
(You may tick mark both-(a) and (b) if both hold true.)

a. Cost centres(1.2., a distinet group of operatiqns within a de part-
ment, or a department in the charge of a specified manager who is
responsible for holding costs within budgeted limits) are employed( )

b. Profit centres(i.e,, a division or subsidiary unit in the charge
of a specified manager who is hald responsible for meetn.ng profit
objectives) sre amployed .. 5

¢. The responsibility certrs concent 1s mot emnloyed » ()
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How are intra~company transfers of producta between reaponsihllity

centres accounted for?
3

a. Not applicable ()

b. The transfer price- is based mtha mm'ket value of the

. product ()

¢. The. transfar arice i° b*sad on a standard cost plus a
specifiasd mark-up ()

d. The transfor price is negotlated by the managers of the

" -concerned reeponsibility centres ()
. dny other (Plsase specify) AR e ()

Pledse indicats the thres most importa.nt mn-fLwial indicators
of: per‘ sthance reviewed by your chief executive.

a. Not applicabla, Omly finsncial indicators of perfarmance,
such a8 profits and 8alss are roviswed ()
b. The three most impartant non~financial inaica.tora of per-
formence(such as customers! complainte and mmber of un-
_pLymed produstion stoppeges)} are:

I.
1I.
III.

" B. PAJBLAMS EXPE«ISNCED,

Please indicate the degree of difficulfy experienced in cbllecting
data relating t5 the items specified,

ae 83-165 voluma

i

1 2 ' Lo 4 5

Difficult to - Sade degroe af d.if- No problem experi-
obtain.Gsause of - :. fioulty-as axpéri- © emced in ¢ollecting
considerabls . .. -  -enced in most other ' these data °
probléms in sd- ~ companies I know .-

ministering the c o

eontrol system _

b. Sales price e

oy e ' T 1

5 4 -8 T 1
No problem ex- Sens degree of diffi- pifficult to ob-
perienced in sulty as experienced tain, Cause of
eollecting the in moat other companics congiderable pro--
data I h‘w. blems in adminia-

taring the control
avsten



¢. Production volume

: 13 ¢

t {

!

1 - 2

Difficult to obtain.
Gause of considerable
problems in administer-
ing the conirsl system.

¢. Production dosts

3 » 4

Seme degree of difficulty
as experienced in most other
companies I know,

1

~

)

No problem ex-
perienced in
collecting these
data

5 4
No problam experi-
enced in collecting
the-data

3 2
Same degreec of
difficulty as
experienced in
most other com-
panies I know,

1
Difficult to ob-
tain.Cause of con-
sidarable problems
ia administering
the contrsl system

Does the financial accounting system impeds the control system for any
of the following reasons? Please imiicats the degrase of tha problem on
the adjacent scale, .

a. The financial accounting practice is -based on company law practices
not suited to the requirements of the control system (e.g., mo
bookings are made till bills are raceived) ‘

! [ t t '
1 R 3 4 o S
Serious problem 48 much of a problem No problem
: as in most other companias

b. The financizl accounting practice demands a degree of asccuracy which
is not necessary for conlrol and consequently causes unnecessary
delay in developing cortrol reports. :

1 1 ’ ! : ' 1

5 4 3 : 2 1

No problem 45 much of a problem as . Seriour pro-
in most other companies . blem

Please indicate the dagree to which each of the following factors -
impsde the effective implementation of the management control system,

z, Delays in data submission
! g ' $ !
1 2 3 4 )

Serious problem 48 much of .a problem No problem
' as in other companies

b, Lack of reliability of data because executives whose performance is
to bo evaluated on the data are also responsible for developing the
data.
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5 4 - 3 2 1
No, problem A * 48 much of a problem ’ Serious pro-
as in other companies blen

c. Data is provided by several differsnt sources which causes co-ordi-
nation and .consistency problems.

| 4 1 C T 14 1 ' 1

1 R 3 4 , 5

Serious problem , 48 mach of a problaem No prblenm
' as in othar companies :

d. The tims reciuiréd'té obtain data of adequate accuracy is sxzcessive

1 t ! . 1, . . !

5 .4 . 3 2 1
No problem 48 much of & groblem Seripus pro-
' , as in other companias blem
" e. Delay in availability vansed due to the use of data of excessivas
aceuracy
¢ i { 1 1
1 : 2 3 4 3
Seriocus A3 much of & problem as - No problem
problem o in other companieca

f. The time required to compile and process the data into the form

recuired for the reports is excessive '

K 1 ? 1 1
5 : 4 3 2 i
No probleam 4is much of a problem as Seriocus pro-

’ in other companies blem

g. Changes from the assumptions made at the budget develoment time
relating to sales wvolume, prices, raw material consumption, pro-
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j. The responsibility of variances is sometimes shared by more than
one executive

1 t { ! t
5 4 3 2 1
No problem - a8 much of i problem as Saricus pro~

in q¢ther companies blem

k, The standardgs set in th\.. budget are not accepted by operational
managemsnt

| 1 { 1 4

1 2 3 4 5
Sericus pro- 4«8 much of a problem as ' No problem
bilem ir other companies

1. Differenbes of opinion exist regarding the controllability(at the
concerned level o*e management) of the va.ria.nces

{ 4 - 1° - t

5 ' 4 L 2 1
No problem : As mich of a problem as ~ Serious pro~
in other compam.es ~ blem -
m., Differences ex:\.st be‘bween the company's objectives of individual
executives

t 1 t . 1 ]

1 2 3 4 S
Serious problem 48 much of a problem as No problem

in other companies

n, The standards in the budget are consciously sat at a hlghar lavel -
than are reascnably atitainable
: 1 t . 1 K
5 4 3 2 1
¥o problen 48 much of & problem as . Seriocus pro-
- : i other compazﬁ. blem

0. BExecutives reseat the conirol system and view it as a cuxrb on their
inmovative ldsas, particularly when these ideas take a long time
for fmition

1 U t t

1 2 3 4 5

Serisus problem ds mich of a problzm as No problem
in other companies

~

p, Ihe status of the administrator of the control system is inadaauat.e

1 [ t 1 ot

.ﬂo problem 4 g much of asproblam ag 2 Serious probl'em
in other companises.
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q. Top menagement does not provids adequate resources to effectively
implement the ccntrol system

1 ' oy ) 1 . ) t

1 2 3 4 - S
Seriocus «8 much of a problem as No problenm
groblan in other companieg '

r. Top management does not pay adequabe attention to the repoi-ts gzoarated
by the contrcl system,. nor doas it use these rsports ss s basis for -
initiating remedial action

1 1 B | 4 ) 4

5 4 3. - 2 1
No groblem +5 mech of & prodlem as Serious pro~
/ in sther companies . blaz

Plsass indicate tha fraquency with which variances, which are the res-
ponsibility of both- the functional departmenta specified below, oceur.

a. The Production and Purchase Departments (e.g., differant quality;'
substitutes far the raw material originally specifiesd)

t . ! t t ) Ty

1 2 3 4 ' 5
Very frequemtly _4is often as in . Rarely or-not
. most other companises et all

b. The Production and Persomnmel Jspartments{e.g., properly trained opera-
tors are not available)

L . 1 - f N 1 t.

5 4 3 _ 2 1
Rarely or nmot a3 often as in most . Very fre~.
at akl - o other companles quently

c. The Production and Meintenance Departments(e.g.,loss in productlon
dus to preveative or other msintanance)

f 1 1 . t -3 ]

1 2 3 B 5
Very frequently . 45 often as in most Rarely or not
' other companiss at all

d, The Production and Salss Departments(e.g.,sales indents not being of
the product-mix specifisd in the-budget§ '
1 1 , 1 { H
5 4 3 2 1
Rarely or mot 4s often as in most Very frequent-
gt all other companies 1y
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e, The Sales and Personnel Jepartments

t L. 1 1 t
L1/ ' 2 3 4 5
Very frequently 45 often as in most Rarely .or not

- other companies . at all

f. The Sales and, the Finance Departments(e.g.,pronotional activities
are not provided)

t t ) 1 !

5 4 3 ) 2 1
Rarely or not 4s often as in Very frequently
at all : most .other com- :
panies
F . EFFEC TIVENESS

On the scales given below please indicate your understanding of top
management's assessment of the effectiveness of the control system

.. with regard to the items mentioned alongside the scales.

a. Production - A_ ! ! i '

1 2 3 .4 ' 5
Very effec- as effective as in Not at all
tive most other companies effective

b. Sales

i t t 1 1 !
5 4 3 2 1
Not at all is effective Very
effactive as in most other effective
companies

C. Overheed -
1 1 t 1 f
1 2 3 4 5
Very effec- 4s effective Not at all
tive as in most effective

other compa-
nies

d. Costs
T A | T T Y
5 4 3 2 1
Not at all as effective as in Very

effective “  most other companies effective



&

. Profit ‘ : L :
1 1 [ ‘ t '
1 2 - 3 4 » 5
Very effec- iAs effective as . Not at all

" tive in most other effective
companies ‘ ‘ T

f.. Overall corporate

{ [ - t

performance |
5 4 3 2 1
Not at all - is offertive Very
effective as .in most effec-
- " ofher compa- tive

nies



ANNEXURE 1|

FREQUENCY DISTRIBUTION OF
VARIABLES IN THE COMPUTER-
|ZED DATA BANK

(Obtained from Quostionnaire Data)



FREQUENCY DISTRIBUTIONG OF VARIABLES IN

THE

COMPUTERIZEG BATA BANK ON MAMNAGENMENT

CONTROL SYSTEMS.

Question Variable

Oascription of ."Jariable™

Ne. of

% of

% of ra-

Number Numbar companies companies sponding
companies
Nid Qa4 Questionmaire number
A.__COVIRANY CHARACTERISTICS
Re pon2  Number of employaes
U0 or less 7 7.95 8.43
501 to 100C 8 9.08 Q.64
1081 to 3000 29 32.95 34,94
3001 to 5000 * 14 1591 16.87
Ovsr 5000 25 28.41 3D.12
Ne respanssa 5 S.68
Re2 003 Extent of vertical integration
Only 1 activity . 30 34.09 34409
2 activities “ 22 25.00 25,03
3 activities 17 19.32 13,32
4 activities 15 17.05 17.05
5 activities 2 2627 2.27
6 activities 2 2027 2.27
No responss 0 g
)
AeJ 004 Number of producticn locations
dnly 1 location 36 40491 41.38
2 to 3 lacations 20 22473 22.99
4 to 3 lecatians 11 12,50 12.64
flore than 5 locatianes 18 20.45 20.89
Ng praduction activity 2 2427 2430
No response 1 1.14
A4 008  Numbar aof praduct lines
1 product line 14 15491 17.07
2 to 3 product lines 23 26.14 2B.D4%
4 to 5 product lines 10 11.36 12.20
More than 6 product lines 35 39.77 42.68
No responsa 6 6462
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Quastion Variable Dascription of “Variable™ No. of % of com- %>0F‘res-
Number Numbez companies panias ponding
) companies
A8 G636 MHumbsr of customers
100 or less 12 N 13.54 16467
1801 to SCO0 9 13423 12.5C
501 to 3000 21 23.88 29.17
3001 to 12,000 18 17.05 20.83
Qver 10,000 15 17.05 20.83
Mo rssponss : ' " 16 18418
A.B 007 Number of different typss of customers
Only 1 type )
(Govt./Industrial/Consumer) 18 20,45 25.00
2 types 29 32.95 40.28
3 types 257 28.41 34,72
No respanss 16 1B.418
A.8 008 Primary type.of customer
More than 75% to Govt, o 0 0
More than 75% of sales to industry 13 21459 26439
More than 75% of sales to cansumers 28 31.82 35.89
Ng primary customer 25 28441 34,72
No response 16 18.18
Aob 005 Primary type of product
More than 75% af the products are
capital/duraple goods _ 15 17405 21.13
More than 75% of products are
consumablas 49 55.68 68.M
No primary product 7 7296 9.86
No rasponss 17 19.32
AJ7.a 040 ODependence an sub contracts
Scale with 1 = very dependent 4 4,35 4.82
2 = 8 9.08 9.64
3 = avarage 15 17,08 18.07
4 = 22 25.00 26.50
5 = Not at 211 depesndent 34 38.64 40.96

No response S S5.68
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Question Varlabls oo o 5ovion of “ariable® o. of 7 of com
Number Numboer companics panies
AsTab. 011 Availability of raw matsriels

Scale with 4 = critical probloms 17 13432
2= g 10423
3 = avarage 39 44,32
4 = B S.0%
S = no problom 18 11436
and no rasponse 5 5.68
Ac7.Co 012 DOependence on impartod raw matorizls
Scalec with 1 = critical 26 29.55
2 = = 6.62
3 = average 24 27.27
4 = 9 15.23
5 = unimportant 17 19,32
and No respcnsc 6 6.82
A.B 013 Inuvolvement of Board of Directors
Only Managing Dirsctor is involved 34 38,54
2«3 dirsctors involved fulltime 31 38.23
Executive Committez of several
diractors involved fulltima1q 12.50
Hoard is comprised primarily of full
time amployess 5 g.09
Na response 4 4.55
A9 014  Percontage equity held by foreign
intarests
ok 33 37450
1% - 10% 5 5.68
1% - 253 & £.82
26% = 5C% 18 20.45
51% - 75k 14 15.91
Over 75% S 10.23
Na respensa 3 341

% of res-
ponding
Lompanigs

20.48
10.84
46.95

S.64
124504

3171

7432
29,27
10.98
23,73

40448
35.90

13.09

9.52

38.82
5.88
7.05

21,17

14.47

10.59
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Question Variabls Doscription of WYariabla" No. of %4bf com- % of ras-
Number Number companies panies pconding
: companies
‘ 8. O0BJIECTIVES
Be1 015 Parametsrs of objectives -
comprehensive

Ne objective - 2 2.27 2,30
1 objective .22 25300 25.29
2 objectives 21 23,86 24.14
3 objectives 20 22,73 22.99
4 objactivas ’ 14 15.91 16.09
5 objectives 8 9.08 9.20
Nc response 1 1.14

B41 D16 Selectsed parametors of objactives
No objectives 2 2,27 2,47
Praofits 16 18418 19.75
ROI 1 1.14 1423
Prafits and ROI . 3 3.41 3.70
Profits, ROI and others S5 €7.05 72.84
No respanse 7 7495

B.2 017 Numbar of months prior to start
of financial year, that objectives
are decided upon
Less than 1 month 4 4,55 4,88
From 1 tc 3 months - 44 5C.00 53.66
More than 3 to 6 months 31 35.27 37.80
Mlore than 6 to 9 months 1 1+14 1622
More than 9 months 2 2.27 2.44
No response 6 6.82

8.3 018 Criteria employed in formulating

objectives
Not applicable, no objectives arg
developed 1 1e14 1415

Only 1 of the critoria is considered 11 12,50 12.64
2 of ths criteria are considered 11 12.58 12.64
3 of the criteria aras considered 17 19,32 18.54
4 of the criteria are considered 16 18.18 18.39
5 of the criteria are considered 16 18.18 18.33
All 6 critsria arc considered 15 17.05 17.24

No response 1 1.14
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Guostion Variabls . L. " . \ No. of % of com= % of ras-
2 Variablc* . .
Number Mumber Description of aria l? companics panics ponding
caompanies

B.3 G619 Past performance as a criterion

bascd on which objectives arc de-

ve loped

Employcd as a critsricn 83 94,32 84,32

Not emplsyed as o critericn 4 4455 4.55

Mot epplicablc 1 (FNES 1.74
B.3 220 Political, s’cial and cconomic

enviraonmont as a critarion N

Enplcyed as a critcorion 53 60.23 60.23

Not employed as a criterian 34 38444 38.44

Not applicablo 1 1.14 1.14
B.3 021 Competitive trends as a critarion

Employed as a criterion 40 45445 45.45

Not employad as a critorion 47 53.41 53.41

Not applicable 1 1.14 1.14
B.3 022 Strengths and weaknesses of the

company as criterion

Emplayed as a criteriacn 57 64477 64477

Net omploysd as a criterion 30 34.09 34.09

Not applicable 1 Te14 1474
Ba3 023 Plans for capital prajeccts as a

criterion

Employed as a2 critarion 55 62,50 62.50

Not employed as a critcrion 32 36.36 36.36

Not applicable 1 1414 1414
8.3 024 Manpower plans as a critcrion

Employcd as a criterion 3C 34.09 34.08

Not employcd as a critcrion 51 64.78 64.78

Not applicable 1 114 1.14
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Questicn variatlo o MY ] No. of % of com= % of raospc-
Numbor  Number Descrlpt;?n of Mariabls campanics panies nding
. Companiss
C. THE SUDGETING PROCESS
1 Salgs Budget
C.1.1 C25 Basis gn which the sales budget
is preparod
Only For thoe company as a whols 6 £182 7414
Ceographic region wise 6 6.82 7.4
Product linc wise 36 40491 42.56
8cth geographic and product~line
wisa e 40,91 42.88
No rosponse 4 4,55
C.I1.2 026 Periads into which the salzs budget

\‘
ig broken up

Not broken up into periads lass then

a yaar 14 19491 16.87
Half-yzarly periods g c 0
Quzrterly poriods 21 23.86 25.32
Mamthly petiods 48 54.55 57.63
{o responss S 5,66
C.1.3 027 Who prepares the salcs budget
Salas manager 2 2,27 2,38
Sales manager jointly with staff 19 21.59 22.62
Sales managar jointly with prodn. 21 23.86 25.00
Salcs manager jeintly with prodn.
and purchaso 23 28414 27,38
Other 19 21.59 22.62
No respansa 4 4,55
€.7.4 028 8y whom tho salos budget is revizwed
before acceptance '
Mgt reviewcd P 2.27 2.43
Reviewed by Sales Direcctor 2 2,27 2.440
Reviowad by Sales Director and
Contreller/Chicf Accountant S 5.68 6.02
Reviowod bytop managoment 57 84,77 68.87
Ruviewed by Sales Director anmo top
Management ? 7495 8+43
Othar 10 11.36 12.04
We rosporse 5 B.68



.
~
'

- : NO. ¢ - % of -
Quostion Variable Description of "Variahlo" No DC‘ %Aif COMe cF_res
Numbecr Number companias panics ponding
companiss
C.I.5 028 Considorations taken into account
when develoning tha salzs budget ,
Nc considerations taken .into
acccunt & 0 9
1 considerations 15 17.05 18.07
2 considrrations 22 25.00 26.50
3 considarations 26 28.55 31432
4 consideraticns 17 19,32 27.48
5 considerations 3 3ed1 3461
Mo response 5 5.68
C.l.5 030 Pro jections of past salas as a basis
for the sales budget
Not ccnsidersd 17 19.32 20.48
Considsred 66 75.00 75.5%
No response 5 S5.68
C.I.5 031 Competiti%n as a basis
Not considered 37 42.05 - 44,58
Considsred 46 52.27 55.42
No respanse 5 R 5.66
ColeS Q32 Cconometric data as a basis
Not considered 63 - 71459 75.90
Considered 20 22.73 24.09
No respanse 5 5.68
Celed 033 Specific estimates of likely demands

from exd&ting and potential customers
as a basis

Not considersd 17 19432 20.48
Considerad 66 75.00 75452
No response 5 5.68

C.l.5 134 Cther bases
Not considered 60 68.18 72429
Caonsideraed 23 26.14 27.71

No response 5 5.68
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Question Variahle :Dascription of "Warizble" Nae oF. % of com- oflres-
Number - Number companiss panies panding
: companiss
I Production Budget
C.I1.1 035 Consideration iInfluencing the ‘
production budget
No considerations taken into
account 2 2427 2,67
1 consideratien 15 17405 20.00
- 2 considorations 22 25,00 29,33
3 considsrations 29 32.55 38.67
4 considerations 7 7.95 9.33
No response 13 14477
t.II.1 a36 Budgeted salss as a factor in
influencing the production
tudgaet
Not considcored 7 7.95 9.21
Ccnsidered 69 78.41 80,79
No response 12 13.64
C.I1,1 a37 Inventory lcvels as a factor
Not considered 36 40491 47,37
Considered 40 45445 52.63
No response . ’ 12 13.64 ’
C.11.1 038 Availability of raw matgrials as
a factor
Not considered 27 30.68 35;52
Cansidered 49 55.68 64.47
No response 12 13.64
C.1l.1 039 Avalilability of finance as a
factor
Not considered 6o 68.18 78.94
Cansiderar 16 18418 21.05
No respaonss 12 13.64
C.I1.2 040 Quantity of production as an itam .
in the budgst documant
Not included 2 2.27 2.56
Explicitly identifisd 76 86.36 87.43

No response 10 11.36
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Question Variable .. .io4ioo op wyapiable Moo of % of com % of Tes

Number Number companies panies . ponding

companias

C.II.2 C41 Delivery schedules as an item
Nat includsed 57 64477 73.07
Explicitly identified 21 23.86 26.92
No responsse 10 11.36

C.11.2 C42 Quality of products as an item
Not included 54 61.36 69.23
Explicitly identifiag 24 27,27 30.77
No respansse 10 © 11.36

C.11.2 043 Costs at which goods ars to be
produced as an item
Not included ' 24 27427 30.77
Explicitly identified 54 61436 69.23
No response 10 11436

C.II.3 044 Variable costs as a catsgery when
specifying the costs of production

. Not employed 6 6482 7.89

Employed 70 ' 79455 92,11
No responsse 12 13.64

C.1I1.3 045 Departmental costs as a category
Not employsd 22 25.00 28,95
Employed 54 61.36 71.05
No respanse 12 13.64

c.11.3 946 Non-routine costs as a category
Mot employed 32 36436 42 .11
Employed 44 50.00 57.89
No response 12 13.64

C.11.3 047 Fixed ovarhead as a catsgory
Not employed 9 10.23 11.84
Employed 67 76,14 88.16

No response 12 13.64
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£ Variabl . . No. of % of com=- & of respon-
Guestion ar}a & Cescription of “Variabla" oe . ” . © p-o respon
Numbar Number companies paniss ding com-
—_— panies
C.II.4 048 "Cantribution" ar “margir® for

precducts or product lines

Not identifiad 8 9.09 10.53
Identified for product lines 22 25.00 28.95
Identified for individual groduct4é 52.27 60.53
No responss 12 13.64

C.11.5 045 Cevelaopment of “purchase price

variances®™

Not developsd 25 28.41 32.47
Cevslopad 13 14477 16 .89
Developed but not allecated to

the purchase department 39 444,32 50465
No response | 12.50

c.I1.6 asn ldentificaticn of “standards®,
in producticon budget, for
mataerials cansumption

Not identified 6 €.82 7.79
Identified 7 80.68 92.21
No response 11 12.50

C.I11.6 051 "Standards" for planned yield
Not identified 19 21.59 24.68
Identifiad 58 65.91 75.32
No rasponse 11 712450

C.Il,6 0s2 fther non financial"standards™
Not igentified 53 60,23 68.83
Identified 24 27.27 31.17
No raspcnse 11 12,58

C.IT1.7 053 Who develops tne production budget

Production Manager 6 6.82 811
Production managar jointly with

dopartment heads rceporting to him25 28.41 33,78
Production manager Jjeintly with

sales aexecutives 17 19.32 22.98
Procduction manager jointly with

sales and purchase executive 26 29.55 35.14

No rcsponse 14 15491
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Quastion Variablo Description of "Variable" Ho OF. # Of com # of res
Number Number companies panics ponding
companigcs
g,I11.8 054 Who ravizws the produétion budget
Not reviawed Q a 0 -
Producticon director 3 3441 3.89
Production diractor and controcller/
chicf accountant 4 4.55 5.19
Controller/Chicf Accountant p 2.27 2.59
Top management 58 62.50 71443
Other 13 14.77 16.89
Mo rcsponsc ' 11 12.50
C.1I.9 055 Revision if actual prcduction is out
of line with budgeted productian
Budget is revised 53 60.23 67.95
Budget is not revised 25 28.41 32,05
No responss 10 11436
C.I11.10 056 Psriods into which the production
budget is broken up
Not broken up into periods less than
a year 10 11.36 12,82
Half-y2arly perilods 2 2.27 2.57
Quarterly pariods 15 17405 19.23
Monthly periods 51 57.95 65.35
No cesponsc 10 11436
111 Querhsad Budget
CoellI.q 057 Existence of an overhead budget
Doos not exist 6 6.82 7.32
Exists 76 86.36 92.58
No raespansc ] £.62
Colll,2 0S8 Catzgories into which cverhead costs
) are separatocd
No classification S 10.23 1216
Discretionary costs & 6482 8411
Committcd casts 4 4455 5.41
Both discretionary and committed costsS5 62.50 74.32

No responsc

14

15.91
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Quastion

Variabla

Descripticn of “variable"!

Namb Numb Na. of % of com- % of ras-
umher umber companios panigs ponding
— — companies
£.111.3 059 Who develops the overhsad budget
Controller/Chisf Accountant 24 27427 31.17
Head of line and staff departments
jointly 38 43.18 49,34
Other 18 17.05 19.48
No rasponsa 11 12.58
C.III.4 060 Whether the cvernead budget is
raviguwed and by whom
ot reviswod 2 2427 2.63
Raviewed by Contreller/Chisf
Pccountant 8 9.09 10.53
Revicwed by top management 58 65.91 T 76.32
Ravicwed by aother B 5.09 10.53
No response 12 13.64
- 1V, Compeny-wide Sudget
C.IVa1 081 whether PAT/PST is budgeted far the
company as a whola
No - 2 T 2,27 238
Yes 82 937.18 97.62
No respansa 4 4.55
C.IVe2 062 Pariods into which the annual cash
flow statemant 1s brcken up
Not applicable 3 J.41 3483
Only annual cash flouws 8 8.9 G481
Half-ygarly periods 3 3441 «53
Quarterly periocds 11 12450 12.94
Monthly pericds 55 62.50 64,79
Dthﬂr 5 5.68 5.88
No rospanse 3 a1
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Guestion Varlable Description of "Variable" Na. OF. ! u? com 7 of.ra
Number Number companios panies ponding
companio
C.IV.3 063 Ccnsiderations taken into account wh2n
budgating working capital
Not applicablc 7 7.95 8,33
Mone of thc considerations 1 1.14 1419
1 of the considarations 3 3.41 3.587
Z of thg considgrations 3 3441 3.57
3 of the cunsiderations 10 11.36 11.50
4 of tho congiderations 19 21.55 22,82
5 of the considerations a7 42.05 44,05
6 of the consideraticns 4 44,55 4,76
Noc rzspcnse 4 4,55
C.IV,3 064 Credit torms given and lewel of A/c's
roceivable as a ccnsidoration
Mct taken into account 16 18.18 19,05
Taken intc account 68 77427 BL.85
No rcsponsc 4 4.55
C.IV.3 €65 Inventory levelz as a consideoration
Not takern into accaunt " 12.50 13.09
Takan into account 73 82,95 86.90
No rosponse 4 4.55
C.IV.3 066 Marketable szcouritiss, debenturcs,
govzrmment securitiss ctc. as a consi-
deration
Not taken intc account 76 B6.36 90.48
Taken intn account 8 9.09 5.52
No responsa 4 4,55
C.IVL3 067 Credit tsrms reccivad and lsvel of
: accounts payable as a consideration
Not taken intc account 21 23.86 25,00
Taken intoc account 63 71.59 75.00
No response 4 4.55
C.IV.3 ge8 Bank facilitias availablc, including
gacurcd loans as a consideration
Not taken.into account 19 21.59 22.62
Taken into account 65 73.86 77.38
NO response 4 4,55



i chabi . . . No, F - 08~
Quaostion Pa iable Description af "Wariablo! o. of %'0. com %'cr.rﬂs
Mumbor Number campanies panies panding

COMRANIES *
C.IV.3 oes Dividend roquirements as a ccnsi-
doraticn
Not takon into account 37 42.05 44.34
Taken imto account 47 53 .41 55.96
No respcnss 4 4,55
B.lv.é cro Whether the company-wids budgot is
revicwed ~and if sc by wnom
Mot ravicwed a 8] c
Board of Cirectors 28 31.82 33.73
Managing Director 3a 34,08 36414
Dther 25 28441 3Q.12
No responsa 5 S.69
C.Iv,5 071 Action following review of budgot
Not applicaole 1 1414 1.23
Reasons arc suggastad 38 43.18 46.91
Reovisions are undlatarally decided 42 47,73 51.85
No rosponse 7 7485
V. Budgeting (Genoral)
ColVet 0.72 Extent cf participation in budget
development
Sudget may oz finalizaed withaut
consultation 3 3441 2.53
Budgot finalized only aftar obtaining
opinions of implomenting managers 53 60,23 62.35
Budget finzlized conly after mutual
agraament 29 32.95 34.12
NG responsc 3 Je41
C.V.2 Q73 Froguoncy cf roviews with intent ia
rovise the budget
No such planned rovisicns 32 36.36 37.865
Half~yearly rcviow 37 43,05 43,53
Quarterly rGyisws 1€ 18.16 18.82
No responsc 3 3441
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Quostion Variablo Doscription of “Variablo i Qf' % gf come % QF.?GS
Number Numbcr companics panios panding
comnani(
C.V,3 074 Reasuns far budget rovisicns
Budgct is never revised 21 23.88 25.67
Reuisod if actual performance
doviates morc than a specificd
parcentage from expected psrformancatd 21459 23.17
Rovisad only if thors are drastic
changes beyond management's control 42 47.73 51.22
No rosponac 6 6.82
CsVeda 075 No. of months zheoad cf the budget
yoar that budgot devzlopment is
initiated
Lass thzn 1 month 0 Q 0
From 1 tc 3 months 30 34,09 37.50
fiora than 3 to 6 months 40 45.45 50.00
Morg than 6 to 9 months 7 7495 8.75
More than 9 months 3 3.41 3. 75
flo responsa g 9.09
C.Vs4b a76 No. of months ahead that reviow priocr
tu finalization of the “Company-wide®
budget is held
Lezs than 1 month 6 6.82 Taft
From 1 to 3 montha 51 57.95 B82.96
More than 3 to 6 months 17 15432 20.90
Mcre than 6 to 8 manths 2 2.27 2,47
flore than 9 months 4 4.55 4,94
No responsa 7 7.95
CeVabdec 077 No. of months ahead that the *"company-
widc budget® is finalizod
Less than 1 month 26 25.55 32.09
from 1 to 3 months 43 48,86 53,08
Mora than 3 to 6§ months 9 10.23 1111
More than 6 morniths 1 114 1.23
Mora than 9 manths 2 2.27 2.47
No respcnsa 7 7495
C.V.5 079 Break-down of “company-wide buigst into
furth ¢ categories
Not broksn-douwn 10 11436 11.76
1 cztegory 19 21459 22,35
2 cutegories 20 22,73 23.53
3 cotegories 17 19.32 20.00
4 ¢ tagories 13 21.59 22.35
No response 3

e

3.



Question Variable C s e s Na. of % af com= % of ros.
g Ff Wjar 1g%
Nurbzr Numbar Bescription o ariable companias panias panding
camganigs

C.V.5 079 ruak=-down of "company-wide" budget
intz different guogrephic regions
Not pcarried cut 50 B6.82 58.82
Carriad out 35 59.77 41,18
No response 3 3.49

c.V.5 08a Break-doun aof "company-wido" budget
for different Factorica within the
company
Not carried ocut 35 38.77 41.18
Carricd out 50 56.82 58.82
No rocspanse 3 3,41

C.v.5 081 For departments within factories
Mot carriaed out 34 38.84 43,00
Earried out 51 57491 &0.00
No responss 3 3.41

C.V.5 082 For "sorvice® daopartments
Not carried out 36 . 4019 42.35
Carriod out ' 45 §5.68 57.65
Nog rosponss 3 3.41

D, THE COMTROL SYSTEM AND PROCESS

De1 083 No. of ropurts going to ftop mana-

gamont daily

No rcporte 50 56.82 £8.49
1 roport 14 15.91 13,18
2 roporis 4 4,55 5.48
3 roports . 2 2,27 2.74
4 reports 2 2.27 2.74
3 roports 1 1.14 137

No rospadso 15 17.05
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3uu§tion Variable Cascription of "Varisblo® No. of %vof com- % of Tas
Numbar Numbecr companlcs panics ponding
oompanis:
Det 084 Tcp menagement repcrts = weokly
No rGports 57 64477 7917
1 ropaort 11 12.50 15.28
2 roports 3 3441 4,17
6 rcports 1 114 1.39
NO responsc 16 18.18
0.1 385 Top managemont reperts <« monthly
No reports 10 11.36 14.08
1 roport 21 23,86 29.58
2 raports 5 5.68 7.04
3 roports S 5.68 7.04
4 roports 7 7.85 9.86
S roperts 7 7495 39.86
6 rcports 2 2.27 2.82
7?7 rgports 3 3441 4,23
8 roports 1 Tetd 1440
108 reports 2 2.27 2.82
11 reports 2 2.27 2.82
14 reporis 1 1.14 141
18 reports 1 1.14 1¢41
20 rcports 2 2.27 2.82
32 regarts 1 114 1.41
48 reports 1 1.14 1441
No responsc 17 1932
De1 0es Top management repGrts - guarterly
No reports 32 36.36 43,84
1 report 21 23.86 28,77
2 roporte 7 7495 3.59
3 reports 2 2,27 2.74
4 roports 2 2427 74
5 reports 4 4455 5448
7 reports 1 1.14 1437
11 reports 1, 1.14 1.37
18 roports 2 2.27 2.74
18 reports 1 1.14 1437
No responsc 15 17.05



sstion Variabic L e o, of % of come % of res-
Stmbar NumboT Description of "Variable companiaes panias ponding
ccmpanies
D.1 087 Top management rasorts - halfmycarly
No reports 41 46456 96.18
1 fepart 1? 19,32 23.29
2 roports 6 6.82 8.22
3 reports 3 3441 4,11
4 reports 1 1.14 1.37
S rgports 2 2.27 2.74
6 Toparts 1 1.14 1.37
7 reparts 4 Te14 1.37
15 rgports 1 Te1d 1437
No responsc 13 17.08
D.1 088 Top managemant roports - Total
No roports 3 3.4 4435
1 report 13 14.77 18.84
2 roports 7 7495 10.14
3 rgports 8 8.09 11.59
4 rcports S S.68 7.25
5 raoports 8 £.82 B.70
7 raparts 3 .49 4,34
8 reports 6 G.82 8.70
10 reports 2 2427 2.90
11 reports 1 1414 1.45
13 ropaorts 1 1.14 1.45
14 roports 1 1.14 1445
15 roparts 1 1.14 1445
16 roports 1 1.14 1.45
17 ropaorts 1 14428 1445
18 roports 1 1e14 1.45
24 recports 3 Xa41 , 435
27 reparts 1 1.14 1,45
30 reports 1 1.14 1.45
33 reports 1 1414 1.45
46 raports 1 1.14 +.45
54 reports 1 1.14 1.45
60 r3ports 1 1.14 te45
Nec rcspensa 13 21.59
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uestion Variable o . No. of % of come % of res.
gumbero Humber Description of ™Variabla™ companies panies  ponding
companies
D.1 089 Exscutive Managemsnt reports - daily
Ng reports 36 40.51 45.32
1 report 22 25.00 30.14
2 reports 4 4455 5.48
3 reports 4 4,55 5.456
4 reports 1 1e14 1.37
5 raeports 4 4,55 5.46
7 reports 1 1.14 1.37
11 reports 1 1.14 1.137
No response 15 17.05
D.1 0so Exscutive Management reports - weskly N
No resports 44 46.59 56.94
1 report 12 13.64 16.67
2 reports S 1023 12.50
3 reports 2 2.27 2.78
4 reports 2 2.27 2.78
5 reports -3 3.41 417
6 reports 2 2.27 2,78
29 rgports 1 1.14 1.39
No rasponse 16 18.18
D1 as1 Executive Management roports - monthly
No rsports 7 795 10.29
1 report 12 13.64 17.65
2 reports 4 4.55 5.88
3 reports 8 8.09 11.76
4 reports 3 3.41 4,41
5 reports 5 5.68. 7435
5 reports 4 4,55 5.88
7 reports 3 3441 4.4
§ reports 2 2427 2.91
10 repcrts € 6482 8.82
11 reports 3 344 4,41
12 reports 2 2427 2.94
15 reports 1 1.14 1447
16 reports 2 2.27 2.94
17 reports 2 2.27 2.94
18 roports 1 1414 1.47
20 reports 2 2,27 2.94
31 reports 1 1414 1.47
No response 20 22,73
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Question Variable

Description of “Variable® No. of % of com~ % of res-
Number Number . R
companies panies ponding
companias
0.1 092  Exscutive management reports - quarterly
No reports 38 43,18 52.05
1 raport 14 15.91 1%.18B
2 raports B E.B2 8.22
3 reports 2 2427 2474
4 rzports 5 5.E& 6.85
5 raports 4 4,55 S5.40
§ roports 1 1.14 1.37
7 reports 1 1.14 1637
15 reports "1 1.14 1.37
33 reports 1 1.4 137
Mo rasponse 15 17.65
0.1 ‘093 Executive management reports - half-yearly
No reports 43 48.66 .58.50
1 report 16 18.18 21.92
2 teports 4 4.55 S5.48
3 reports 1 1414 137
4 roports 3 3.41 4e1%
S reparts i J.41 4411
& reports 2 2.27 2.74
10 roports 1 114 1437
No rasponse 15 17.05
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Quastion Variable — g5.goription of “uzriable® No. of = & of com- [ af ras-
Number Number companiocs panics ponding
ccmpanias
0.1 094 Exscutive managemont reports - Total
No riports 3 3.41 4.23
1 roport a 8.09 1127
2 roports 3 3.41 4.23
3 reports 4 4455 5.63
4 roports 1 1.14 1441
S reaorts 5 5.68 7.04
6 reports 3 3641 4.23
7 rgports 5 5.68 7.04
8 rsports 1 1+14 1441
10 roports 4 4,455 5.63
11 reports 1 1.14 1.41
12 reports 2 2,27 2.82
13 FePSTES 3 3:48 3:84
15 reports 2 2.27 2.02
16 reports 5 > 5466 7.04
17 roports 3 3441 4.23
16 reports - 2 2.27 2482
19 recports 1 Te14 1Ted1
20 reports 1 1.4 1e41
21 rsports 1 e 1e41
23 raports 2 2,27 2,02
25 reports 1 1.14 1e41
26 rgports 1 1.14 1.41
27 raports 1 ‘1414 1441
35 reports 1 1414 1441
57 reparts 1 1.14 1441
100 rcports 1 1.14 141
No response 17 19.32
D.1 355 Opsrational Management reports - daily
Mo reports 28 31.82 35.36
1 report 19 21.55 26.02
2 reperts ; 8 ‘9.09 10,96
3 reports 3 3e41 4,11
4 reports 4 4,52 5.48
5 foparts 2 2.27 2.74
6 rcports 2 2427 2.74
& reporte - 1 1.14 1.37
9 reports 3 341 4,12
13 reports 1 1¢14 1.37
15 roports 1 1.14 1.37
17 reparts 1 1.14 1.37
No respcasg 15 17405



: Variablo N 0 ” Mo. of % of come % af TGs~
Szég;ion Numbar Description of "Variable companics namiss  pomding
' campanigsg
D.1 g9eé Operational Managemsnt reports - wsckly
Ne¢ roparts 41 46,595 57.45
1 rcport 14 15.34 19.72
2 rgports 2 10423 12.48
3 reports 2 2.27 2,82
4 reperts 1 114 1.41
§ roports 2 2627 2.82
6 ruports 2 2.27 2.02
Ng responss 17 19.32
0.2 097 Operational Management Reports - monthly
No reparts 11 12.50 15.28
1 report 14 15.94 19.44
2 roports ? 7435 .72
3~ roports 9 10423 12.50
4 reporis 6 6.82 3,33
S raports 3 341 4617
& reports 1 114 1.38
7 Teports 2 2.27 2.78
0 reports 5 5.68 6.94
10 rgports 3 3.41 4.17
1t reparts -1 1+14 1.39
12 raports 2 2.27 2.78
14 reports 1 e 1.39
15 reparts 1 1414 1.39
17 r2pcrts 2 2.27 2,28
18 reports - 1 1.14 1435
20 reports 1 1.14 1.33
26 reparts 1a 1.14 1.39
39 reports 1 1.14 1.39
Norsspansc 16 18.18
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Question VYariable Noscristion of “Wsrisblo® NO o oFA 'Tifof Com- & d?ires~
Numbern Numbhezn companigs panies pending
Somsacias
0.1 392 Juerational Fanagsnsnt reports -
quartorly
Mo reports 43 46.59 56.15
1 rcport 15 17.05 20.54
2 reports 5 S.ER 6.C5
3 reports 1 1.14 1.37
4 rsparts 4 4455 S.4C
S reports 5 5.60 6.£5
10 rcports 1 114 137
1& reports 1 1.14 1.37
No raesponse 15 17408
D.4 099 Mherational Management toports -
half-yparly
No rceports 43 55.68 57412
1 roport 15 17.05 20.55
2 repaorts 3 3.44 4211
4 roports g| 1414 1.37
S raports 2 2.27 2.74
6 regorts 1 1+14 1.37
0 reports 1 .14 1.37
12 reports 1 114 1.37
No rasponse 13 17.05
D.1 100 Operational Managemant raperts - Total
No reports 4 4.55 5.63
1 report D 8.09 11.27
2 reports 6 5.82 5e45
3 reports 4 453 5.63
4 raparts 4 4455 5.63
S roports 6 662 0.45
£ reports 4 4455 5.63
7 reports 2 2.27 2.02
€ reports 3 3447 4,23
10 roports 4 4455 5.63
11 reports 2 2427 2.982
14 reports 5 5.60 7.04
15 reports 2z 2427 2.02
16 rzports 1 1e14 141
17 reports 1 1.14 1«41
18 reports 1 114 141



Qusstion Varizble - s " No. of % of com- % of ras-
Number Number Cescription of "Variable companias paniss . ponding
companies

21 reports 2 2227 2.82
22 l‘."epcrts 1 10714 1.41
23 reporis . 1 1.14 141
24 reports 1 114 1441
25 repoTts M 114 Ted1
27 teparts 4 114 141
29 raoports "2 2427 2,82
30 reports 1 1.14 1e41
31 reparts 1 1.14 Te44
43 resports 1 Tetd 141
49 reports 1 114 141
63 reports 1 114 1.41
No rasponse 17 19.32

De2 131 Naturg of raport aon sales praduct
ling~wise going toc top managsment
No report 12 ) 13.64 14.406
Actuals only 13 14,77 15.66
Variance 58 65,91 ~ 69.88
No response 5 5.68

D.2 102 Sales going to Exscutive Management i
N6 report 2 2,27 2.41
Actuals only 9 10423 10,84
Variance 72 81.82 86.75
No response 5 5.68

D.2 103 Szles going to Operational Managemant
No rsport g 3.09 9.64
fictuals only 12 13.64 14.45
Variance 63 71.59 75,90
No rassponse 5 5.69

D.2 104 Variable casts of production going
ta top managemsnt
Ng report 33 37.5 33.76
Actuals only 3 3.4 .61
Yariance 47 53.41 56,63

No response 5 5.68
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Question Variable e s A Vs e No. of %: of com- % of re -
Number Number Description of Varisbie companiss panies ponding
compani

0.2 108 Production to executive managemcnt
No report 23 26417 27.71
Actuals only 3 3e41 3.61
Varianca 57 64477 68.67
No responsc . 5 5.68

D.2 106 Production to Operaticnal Manaqgament
No roport 31 35.23 37.35
Actuals only S 5.68 6.02
Variance 47 53.41 56.63
No response g S.68

D.2 -107 Product line contribution to top
management
Not report 35 39.77 42 .68
Actuals only 4 4455 4.88
Variancse 43 48,86 52.44
‘No raesponss 6 6.82

D.2 -108 Contribution ta exscutive managoment
o report 23 32.95 35437
Actuals only 5 5.68 6.09
Variance 48 54.55 58.54
No responsc 3] 6.82

D.2 109 Contribution to cperatienal managemaent
No report 42 47,73 51422
Actuals only 6 6.82 7432
Variance 34 38.64 41.46

No response 6 6.82



26 @

as

Question Variabls L WUt e No, of 4 of % of res
Number Number Description of “Variable companies comparies ponding
- ) companisgs

0.2 110 Related fverhsad {Activity-wise or
product wise)
No repart 3?2 42,05 43.12
Actuals iny 4 4,55 4.88
Variange 41 46,59 50.00
No response & §.82

0.2 111 Related ogusriead to sxecutive management
Mo report 23 26,14 28.05
Actuals cnly 0 D ]
Variance 59 67405 71.985
No responss 6 6,82

. De2 112 Related gverread to operational managemant

Ng report ‘ 3 35.23 37.80
Actuals only 2 2427 244
Variancs 49 55.68 55.78
No respanse & 8.82

0.2 113 Service-department averthead (Company-wids)
geing to top managament
Na rsport 40 45,45 45,78
Actuals only 2 2427 Z.44

. variarice 40 45.48 A8,.78

No raspanse . 8 5,82

0.2 114 Service department averheads to
exscutive managament
No repart 26 29.55 31,71
Actuals only o g 5}
Yariance 56 63.54 68,28
No response g 6.82

D.2 115 Seprvice department cvacheads going to

’ operatiaonal mapagement

Wo feporzt 25 39.77 42.63
Actuals only 1 1e3% 122
Yariance 46 52.27 56.09
No responss 6 6.82
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Questlon Variable Description of "Variablg" No. oF. ¢ of com= j of.res
Number Number companies panies nonding
_ companie:
D.2 116 PBT/PAT going to top management
No report 4 4,55 4,88
Actuals only 11 12.50 13,41
Variance 67 76414 81.71
NO response € 6.82
D.2 117 PET/PAT to oxecutive management
No report 17 19432 20.73
Actuals only 5 5,68 6.09
Variance 60 68,18 73417
‘No rasponse 6 6.82
De2 118 PBT/PAT to operaticnal managemsnt
No report 46 52.27 56.09
Actuals only 2 2.27 2.44
Variance 34 38.64 41.46
No respanse . &6 6.82
D.2 119 Quality, yield, efficiency, capacity
utilization and similar non=financial
items going to top managemant
No report a8 43.48 46.34
Actuals only 6 i 6.82 7432
Variance 38 43.18 46.34
No responss 6 6.82
D.2 120 Non-finsncial items to exacutive managsment
No report 13 14477 15.85
Actuals only 13 14477 15.85
Variancs 56 E3.64 68.29
No response 6 6.82



; i Vari ) NDe - Sw
Question Yariable Description of ™Variabls® io. af Z of com % of re
Numberp Numbar companies panies ponding

companiss
0.2 121 Naon-finangial items to operaticnal
managemant
No raport 14 15.91 17.07
Actuals only 15 17.08 18.29
VYariancse 53 80.23 64.63
No response ] 6.82
Ge2 122 Title of the executive administaring
the ICS
Controllsr _ 11 12.50 13.51
Chief Accauntant g 10,23 10.88
Other 62 73445 73.61
Mo response (= 6,82
D.2 122 Executive £o whom the individual
) administaring the M C 5 reporting
Chief Exacutive 62 70.45 75461
Financa Directar 8 S.09 9.76
Chief Accountant 2 2427 2.44
Othaer ) 10 11.36 12421
o responsa 8 6,82
942 124 Frequancy of resviews of actual versus
expectaed performance
No such reviesws 3 .41 3,53
Raview after six months o) 6.82 7.05
Reviews asvary quarter 21 23.86 24.71
Review svary month 55 62.50 84,71

Np respinse 3 3.41
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Question Yarlable Description of “Variable" ] CF. % of cam % af T3s
Numbezr Number companias panies ponding

companics

D.6 125 Number cf days zfter tha end of each
period (within the budget year) for
which reports areo generated, within
which thc sales report is gencrated.

Yithin 5 days 32 36.36 37.65
Within 10 days 29 32.95 34,42
Within 15 days 15 17.05° 17.65
Within 1 month 8 9.09 9,41
Within 14 months U a o
Within 2 months 0 c 0
Usuall§ more than 2 months 1 1.14 1.18
Nc response 3 3.41

D.6 126 Number of days for the production

: report

Within 5 days 35 43,18 48,10
Within 10 days 20 22.73 25.32
Within 15 days 9 10,23 11.39
within 1 month 10 11.36 12.66
within 1% months 2 2.27 2.53
Within 2 months G B Q
Usually more than 2 months 0 a 0
No response 9 10.23

D.6 127 Numbor of days for the overhead
raport .
Within 5 days 3 3.41 3,70
Within 12 days 6 6.82 741
Within 15 days 27 30.68 33.33
Within 1 month 36 40491 44,44
Within 1% months 4 4.55 4494
Within Zz months 3 341 370
Usually more than 2 months 2 2427 2447
No respaonse 7 7495



Question Variable s , : No. of % of com= % of res-
Numbar Number Dascription of “Variable® companies paniss ponding
companies

D.8 128 Number of days for profit report
Withirn 5. days 3 3.41 2.66
Within 10 days 8 9,08 9.78
Within 135 days 27 30.68 32.33
within 1 month 35 39,77 42.68
Within 1% months 4 4455 4.88
Uitghin 2 months 3 3441 3.66
Usually more than 2 months 2 2.27 2.43
No response 6 6.82

B.6 129 Number of days for non-financial in-
dicators including anvironmental inf-
ormation.
Within S5 days g 10423 15,00
Within 10 days 6 6.82 10.00
Within 15 days 20 22,73 33.33
wWithin 1 month 20 22.73 33.33
Within 1% months 2 2427 3.33
Within 2 months 2 2,27 333
Usually more than 2 months 1 1614 1.67
Na responsc 28 31.82

D.7 130 Means of proparation of the reports
Manual 41 46459 47467
Punched cards 12 13.64 13.95
EDp 31 35,23 36.05
Cther 2 2,27 24,33
No response 2 2.27

D.8 131 Number of types ofactions, if necessary
after a review of perfommance
Not applicable 2 2.27 2.35
No actions 2 2.27 2.35
1 type of actian 25 28,41 29.31
2 types of actions 31 35,23 36447
3 types of actions 17 19,32 20,60
4 types of actions 6 6.82 7.05
S types of actions 2 2427 2,35
No resspanse 3 3.41
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i No. - .
Question Variable . Description of Variablo 0. of % of com % of res
Numbar Number companias paniegs ponding
companiss
0.8 132 Modification df pricing policies or
spacific product prices after formal
review df poerformance
Not undertaken < 42 L T4T7.73 ., 750.90
Undertaken if necessary 42 47,73 50,00
No respanse 4 4,55
D.8 133 Underteking of new sales promotion
activitios
Not undartaksn 32 36.36 38.09
Undertakan if neccssary 52 59,09 61.90
Ne responsse 4 44,55
D.8 134 Redsployment of resources such as men
and money o
Not undertaksn 35 39,77 41.67
Undertaken if necessary 49 55.68 58433
No response 4 4,55
D.8 135 Other actions
Not undertaken 57 64477 67.86
Undertaksn if nscessary 27 30.68 32.14
No rospanse 4 4,55
D49 136 Parformance evaluation and reward/
punishment of exscutives on the
basis of variances from budgeted
performance
Not applicabls on variances developed 13 14.77 15.29
No avaluation on this basis 14 15.91 16.47
Evaluation is done on this basis 58 65.91 68.24

No raesponse 3 3441



Question Variable . L. . No. aof % of com= % of res-
Number Number Description offVariable® _companiss panies ponding
companiegs
0.10 137 Number of professional staff cngagod
primarily in administering the MCS !
No praofassional staff .1 1.14 1461
1 to 3 praofessignal staff 31 35.23 50.00
4 to 10 professional staff 22 25400 35.48
11 to 25 professional staff 7 7485 11.29
No response 26 29,55
D.10 138 Number of clerical staff angaged
primarily in administering ths MCS
No clericgl staff 3 3.41 4.92
1 to § clerical staff 30 34.09 49.18
6 to 10 clerical staff \ 13 14,77 21.31
11 to 20 clerical staff 5 5.68 8.20
21 to 50 cl}erical staff 7 7.95 11.48
More than 10C 1 1.14 1.64
No response 27 30.68
D.10 138 Total number of professianal and
clerical staff engaged primarily in
adninistering thea MCS
1 to 10 34 38.64 56.67
11 to 20 i 12,50 18.33
21 to SO 11 12.50 18.33
51 to 100 4 4.55 6.67
More than 100 4 1.14 1.67
No responsa 28 31.82
B.11 140 " Percentage of time spent by the Chicf
Executive in setting up tha budget
(300 days = 100% of C.E.'s time)
0-5% 47 53.41 66.19
6=10% 21 23.86 29.58
11=20% 3 3441 4,23
21-35% 0 0 0
More than 35% 0 0 0
No response 17 19,32
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Quastion Variablz Description of "variable" No OF. * or com= s Of.re
Number Number companies panics nanding
- companias
D11 141 Percentags of time spent by tho Chief
Exocutive in performance cvalu-~iion
bascd on the budact
0= 5% 27 30.68 39.13
£=10% 28 31.82 40,58
11=-20% 19 11436 14.49
21=35/% 4 4.55 5.79
More than 35% a 0 3]
No raospansec 19 21459
D.12 142 Use of "standard costs"
Not employed 27 30.68 33.75
Employed 53 60423 66.25
No respcnse 8 9.09
D.13 143 Basis on which "standard costs" were
devalaopod '
Not applicable 22 25.00 28.57
Industrial Engge. analysis 8 9.09 18,39
Past performancs 17 19.32 22.07
Other 3 3a41 3.90
Both industrial enginesring and past~
} per formanco 27 30.68 35.06
No raspcnsa 11 12.20
De14 144 Existence of Yrosponsibility centres"
Na responsibility centres 13 14,77 15.48
Cost centres 25 33,77 31.67
Profit centres 6 £.62 7.14
8oth cost and profit centres 30 34.09 35.71
No response 4 4455
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Question Variable Description of "ariadle® No. of %’c_ com- % af res
Number Numbex companiaes paniss ponding

companiss

. .15 445  Basis of transfsr-prices

Not applicable 40 45,45 48438
Based on market-vslue 6 6.92 Tedi?
Based on standard cost plus a specified
mark-up 9 1023 1111
Negotiatsd by managers of concernad 8 9.3% $.98
respansibility centres )
Others 18 204458 22.22
No responca 7 7.55
L.36 146 Review of nan-financial indicators of
parformance by the Chief Exacutive
Nat carrisd ocut 17 19.32 21.25
Carried out &3 71.59 7B.75
Mo responsa 8 9.09
E. PROBLEMS EXPERIEWCED
L.1.a 147  Ths dayrse of difficulty experisnced in
collecting data relating to sales wolume
1. DBifficult to cbtain 3 3.4 3453
2. 1 1414 1.18
3. 10 11.36 11.78
4 g 10.23 10.59
5 No problen 62 70445 72.94
Bs reosponse - 3 Jad1
£.1.b 148 Difficulty with regard to galess prica
1 Difficult to obtain 2 2427 Z e84
2 1 1e14 1.20
3 7 7.95 8.43
4 12 13.54 14.46
5 No protlem 51 639,32 73.49
No respansa 5 5.68



Question Variabls Description of "Variablea" Na. of %Vof com- %rof res-
Number Number companigs pPanies sonding
companies
E.I.c 149 DBifficulty with regard to production
volumg-
1 Diffiicult to obtain 1 114 1.28
2 2 2,27 2.56
3 5 5.68 €41
4 5 - 5.68 6a41
5 No problem 85 73.86 83.33
No response 10 11.36
Eeted 150 Difficulty with regard to production costs
1 Difficult to obtain 2 2,27 2.56
2 2 2,27 2.56
3 20 22.73 25.64
4 14 15.91 17.95
5 No problem s " 45.4% 51.28
No response ’ 10 11.36
£.2.a 151 - Problem causad by financial accounting
systam impeding the control system
because financial accounting practice is
basad on campany law practice
1 Seriaus problems 2 2427 241
2 0 o c
3 Average 33 37.50 35,76
4 11 12.50 13425
5 No problem ' 37 42.05 44,58
No rcsponse 5 S.66
E.2.b 152  Problem caused by financial accounting
system impeding the control system
because financial accounting demands an
unnscessary degrés of accuracy and
hence causce8 delays
1 Serious problem 1 1e14 1.20
2 4 4455 4,82
3 Average 28 31.62 3%3.73
4 15 17.05 18.07
5 No problem 35 39,77 42.17

No responsa S 5.68
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Question Variabls Description of "Variablo" No. of %’of com- % of Tas-
Number Number campanics paniss panding
: — . companies
Ee3ea 153 Implementation problem caused by delays
in data submission
1 Sericus problem 6 6.82 7.05
2 g 10423 10439
3 Average 31 35.23 36.47
4 25 2B8.41 29.41
5 No protlem 14 16.91 T 16.47
Nc response 3 3441
Ee3.b 154  Implementatiom problem caused by lack of
reliability of data
1 Serious problem 2 2427 2.40¢
2 3 3.41 3461
3 ﬂ\IEragO . 30 34.09 36014
4 9 10.23 10.84
5 No problem 1z 44.32 46.98
No response 5 - 5.68
E.3.cC 155 Implementation problams causead by data
being provided by several different.
sources
1 Serious problem S 3 341 3.61
2 8 9,09 9.64
3 Avcrage 28 31.82 33.73
"4 26 29,55 31,33
5 No problem 18 20.45 21.69
No rasponse 5 5.68
£E.3.d 156 Implomentation problem caueed by excessive -

timg being rsguired to obtain data of
adequata accuracy

1 Serious problaem 2 2.27 2.38
2 3 3.41 3.57
3 Avcrage 28 31.82 33.33
4 25 28441 29,76
S No problem 26 29.55 38.55

-N@ responsc 4 4455
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Quosticn Variabla Doscription of'ﬁva}iable“' Noi OF‘ A Of com- 7 DF‘:QS'
Number Number companics | panies ponding
: : companias
£.3.3 . 157 Impilcmentation problom caused by dolay
. in mvailability of data causod by usc
of data of excocssive accuracy
1 Serious problem 1 1.14 1.22‘
2 ! "4.55 T 4.8B
3 Averago ~ 22 25,00 26.83
4 22 25.00 26,83
5 No problem 33 37.5Q 40424
Ndvpaspcnse - k1 6482
E.3.f - . 158 Implementation problem causad by excessive
time -being required to compile and process
the .data ’ '
1 Scrious problcm 3] 0 0
2 9 10.23 10.71
3 Aucrage 25 28441 29,76
4 ' 24 27.27 28.57
5 No problam 26 29,55 30.95
No responsc 4 4,55
E.3.0 159 Implemontation problems caused by changas

from the assumptions madc at tho budget
devslopment time ’ T

1 Serious prablem 2 2,27 2,44
2 8 9.03% 8.76
3 Averago 35 39,77 42,68
4 18 20445 21.95
5 No problem 19 21,59 23.147
No responsa : 6 6.82

£.3.h 160 Implemontation problems caused by the

pzriads for which variance reports ara
developcd boing too short to pravide
meaningful data

1 Sericus problem 0 0 0
2 C 0 0
3 AvoTage 18 20445 21.69
4 12 13.64 14446
S No problem 53 60=23 63.83

Nc responsc S 5.68
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Description of “Variable® No. Df, . 7 Df‘res-
Numbor Number companics panies ponding
- companies
Eededi 161 Implemantation problems caused by
tho authoritics and rcsponsibilities
of individuals nct boing defined
with adequate clarity
1 Serious problenm 6 65.82 7.23
2 5 5.68 6.02
3 Averagc 23 26414 27,7
4 9 10.23 10.84
5 No problem 4D 45445 48419
No responso 5 S.68
£.3.3 162 Implementation problems causzd by the
responsibility for veriances baeing
shared by more than one sxscutive
1 Sarious problom 3 3ed 3461
2. 11 12450 13.25
3 Avorage 32 36.36 3B.55
4 17 19.32 20.48
5 No problam 20 22.73 24.09
No responso 5 5.68
E.3.Ke 163 Implementation problem causcd by the
standards set in thas budget being
accopted by operational managament
1 Serious problem 0 a - 0
2 0 0 0
3 Avorage 18 20.45 22.50
4 1 12.50 13.75
5 No problam 51 57.85 63.75
No response 8 9,05
E.3.1 164  Implementation problem caused by
differsnces of opinion regarding the
controllability of tho variances
1 Serious problem 2 2.27 2.44
2 6 6.82 7.32
3 Average 29 32.95 35.37
4 17 19.32 2B8.73
5 No problem 28 31.82 34.15
No response 6 6.82
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Questicn Variable Description of "Yariable® MO o aF‘- %ﬁaf con- % of.res—
Nunber Number campaniss pznios panding
_— . companies
EeZem 165 Implomontation prublom coussd by
differsnces botucen tne company's
objosctivgs and the chjectivis of
ipdividuzl zctivities
1 Scrious proulem 1 1414 1.22
7 3 3449 3.65
3 Averago 22 25.00 26.83
4 15 1818 19.51
5 Na prablam 40 45-45 48.78
Mo Tssponsae & 6.82
E.3un 16€  Implomentation problems causad by
standards in budget being consciously set
at a2 highor lsvel than are rsascnably
attainable -
1 Saricus problem 1 114 1.22
2 2 2.27 2444 -
3 Average 22 25.00 26.83
4 24 27.27 25,27
5 %n nrchlem 33 37.50 40424
No response 5 6.82
Ce340 167  Implsmentaticn problem caused by
pxeeutives rescnting the control
system and vicwing it as a2 curb on
their innovative ideas -
4 Serious protlem e D n]
2 2 2.27 2441
7 fuarage 22 ©25.00 26,51
4 17 15,32 20.48
5 Ng problem 42 47,73 50.60
4o respcnsc S 5.68
E.3.p. 168 lmplementation problem caused by the
status af the cdministrator or the
control systam being inadequate
1 Sericus problem 1 te14 1.23
2 3 3.4% 3.70
3 Average 3 10.23 11.11
4 7 T.95 8.64
5 No problem €1 63.32 75.38
No respcnsc 7 7.95
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Quaestion Variabls Bescription of “Variable® No. c?" % Df CoOM~ % of.rcs-
Number Numbegr : companisgs panies panding
‘companies

E.3.g 169  Implementation problem caused by top

management not providing adeqguate

resouwnys to offectively implament

the ccatrol systom

1 Sarious problem 0 GG.00 a

2 . 2z - 2427 2647

3 Avarage 12 13.64 14446

4 9 10.23 10.84

5 o problem 60 68.18 72.29

No respcnse 5 S5.68

E.3.T 170 Implomentation problem caused by top —
management not paying adequate attan-
tion to the roports generatad by the
contral system and net acting on the

reports
1 Serigus problem 1 1014 1.20
2 g 0} 8
3 Avsrage i2 13.64 14.46
4 16 18418 19.28
S No problem 54 51.35 65.06
No protlem 5 5.68

E.4.a 171 Tha fraguency of occurrence cof variances .

which are tho rosponsibility of both
the production and purchasc departments

1 Vary froguently 6 6+18 8411
2 8 9,09 10.81
3 Average 32 -368.36 43,24
4 15 17.085 20.27
5 Rarcly 13 14.77 17.57

No response 14 15.91
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Guestion yariable Ooscription of “Yarizpled o, oF_ % of CoMm= %ﬁo?.res-
Number Numbar companiee panigs pnnding
companies
Evdeb 172  Thoe fregusncy 3 cccurrencs of
variances which arz the rospansioility
of bath the Producticon and Personnal
Dapartmcnts
1 VUsry frequently 4 4455 5.26
2 4 4.55 5.26
3 Average 26 23,55 34,21
4 22 25.00 28.35
5 Rarely 20 22.73 26.32
Nc response 12 13464
E.d.c 173  The fregueney of cccurrance of
variancos which are the responsibility
of both tho Producticn and Mainte-
nance Dapartments
1 Very fraquently 3 3.4 3.85
2 & 6.82 7.89
3 Average 39 44.32 51.32
4 15 17.08 19.74
S Raroly 13 14,77 17211
No rosponse 12 13.64
E.4.d 174  The fr.guancy ofF gccurence of variances
which ara the rasponsibility of both
tne Production and Salas Departments
1 Very froquently 5 5.68 6.58
z 12 13.64 15,79
3 Avcrage 31 35423 40479
4 10 11.36 13.16
5 Rarely 18 20.45 23,68
No respansa 12 13.64
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Questigpn  Variable Soscription of "Wariabls® No,. aof % of com- % af raes.
Numbez - Mumbar } ] companios panias oonding
comgani o8
Edsdae 175  The frsguency cf occurtence of
variances which ara tho fespansibility
of both tho Sales and Perosaonnel
Dapartmants '
1 VYary ffequantly 1 1414 1429
2 0 0 0
3 Avorage 20 22.73 25.97
4 20 22.73 25.97
5 Rarzly 36 40,3814 46.73
Nc responss 11 12,50
Eudief 175 The frequency of occurence of varisnce
which are the respensibility of both
the Salss and Finances Departments
1 Vary fragusntly 1 1et4 - 1.27
2 3 3.41 3.79
3 Avsrage 186 18418 20.25
4 25 28.41 31.65
5 Rarely 34 38,64 43,83
No respaonsea g 10.23
Fe EFFECTIVENESS
Felea 177 PRaespondent’s understanding of top
managements asssssment af tho
effactivenasss of the control system
with regard to Progucticn -
1 Very affective 25 28.41 31.68
2 16 29,455 20,25
3 Averags . 20 22.73 25,32
4 7 7495 2486
S5 Not at all effsctive 1 1.14 1.27

o response 9 10.23
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Quastlon Varldbla Descripticn of “Wariabls" Ha. Df_ * Gf Safle 4 OT r08
Humber Numbar companios panics nonding

campanies
Fa1eb 178 Effectivocnoss with rogard to Sales
1 Uery cffactive 25 28.41 30.12
2 29 32.95 34.94
3 Average 26 29.55 31433
4 3 3.41 3.61
5 Net all effective a C C
No responsc 5 5.58
Felsc 479  Effoectivencss with regard tc gverbuoad
1 Very offoctive 17 19,32 20,48
2 - 22 25.00 26 .51
3 Avaraga 32 36.36 38,55
4 S 10.23 10.84
5 Not at all effectivc 3 3.41 3.61
No respansa 5 5.68
Felad 180 Effocctivcness with rogard to costs
1 Vory aeffective 22 25.00 26.83
7 2 22 25400 26.83
* 3 Avorago 28 31.82 34.15
4 9 10.23 10.88
5 Not all effoctivo 1 1e14 1422
No responsa 6 6,82 -
Fala0 181 Ef foctivenoss with rogard to profit
7
1 Very effcctive ) 29 32.95 35,80 .
2 24 27427 29.63
3 Aver H g . .
3 huerage 1 B/ EE
5 Not at all effective 2 2,27 2447
No rosponse 7 7.95
Folef 182  Effectivencss with rogard to ovorall
corporata perfcrmance
1 Vary cffective 22 25.00 26.83
2 30 34.08 36.59
3 Avoragc 22 25.00 26483
4 7 7.95 B8.54
5 Not at all cffectivo 1 114 1422

No response 6 6.82
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FREQUENCY DISTR{BUTION QF
VARIABLES IN THE COMPUTER-
IZED DATA BANK

{Bbtained from Published Financial
Statements)
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Variable Description No. Df. % of compani-
No. companies 25
187 Margin (Sales - Raw Material-
supplies - power and fuel - repairs)
Less than and squal to 100 million 45 51.14
More than 100 upto 250 million 18 20445
flore than 250 upto S00 million 6 6.88
flora than 500 upto 1000 miliion 2 2.27
Mpre than 1000 upto 4500 million 2 2.27
Mora than 1505 million 1 114
Private Limited Companiss 14 15.91
188 Compoundsd growth rate of profits
after tax over the last thres vears.
Less than and oqual to -5& 31 35,23
More than -5% upto O% 6 6.82
More than 0% upto 5% - 5 5.58
Mora than 5% upto 10% 4 4.54
More than 10% upto 25% 12 13.64
Bore than 25% 16 : 18418
Private Limited companies 14 15.91
189 Lompoundad growth rate of saleg over
tha last thres years. P
Less than and equsl to -5% 1 1.14
More than -5% upto 0% 2 2.27
More tham 0% upto 5% 13 14.77
More than 5% upto 10% 18 20.45
More than 10% upto 25% 29 32.95
fMore than 25% 11 12.50

Private Limitcd Companios 14 15.91



VARIABLES OJBTAINED FROM PU3LISHED

FINANCIAL STATEIENTS.

Variable Descrioiion No. of % of compani-
NOo,o Cr companies  es
183 Sales
Less than or equal to 50 million 14 15.91
More than 50 upto 100 miliion 14 15491
More than 100 upto 250 million 18 20.45
More than 250 upto 500 million 18 18.18
More than 5D0 miliion 12 13.64
Private Limited Companiss 14 15491
184 Gross Assets
Less than or equal to 50 million 26 29.55
Mlora than 50 upto 100 million 13 14.77
More than 100 upto 250 million 15 17.04
Mors than 250 uptoe 500 million 9 " 10.23
More than 500 upto 1000 million g S5.68
More than 1000 million 6 -6.82"
Private Limit=d Companies 14 15.91
185 Average Gross Assets: Salgs Ratio
Less than or squal to 0.3 18 20.45
More than 0.3 upto D.6 15 47.05
More than 0.5 upto 1.0 .20 - 22.73
Mors than 1 upto 2 13 14477
More than 2 8 9.09
Private Limited Companieas 14 15.91
186 funds Employed (Capital + retainsd
earnings + long tsrm 1oan52
Less than or equal to 50 million 26 29.55
Mors than 50 upte 400 million 13 14,77
Morae than 100 upto 250 million 16 18.18
More than 250 upto 500 million El 1023
More than 500 upto 1000 million 5 5.68
More than 1000 million 5 5.68
Private Limited Companies 14 15.91
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Variable Description No. Of. % of
No, companies comparies
190 Margin/Sales
Less than or egual to .25 8 9,09
More than .25 upto .35 17 18.32
Mors than .35 upto .45 19 21.59
More than .45 upto .55 11 12.50
Mlore than 55 upto .65 8 9,39
More than .65 11 12.50
Private Limited Companies 14 15491
200 Management Style
Subsidiary of a foreign company 17 19.32
Compamies which waere previously
being managed by foreign managing agency 11 12.50
Companies which were previously being
managed by Indian managing ageancy houses 17 19.32
Large Indian companies not belonging to
any managing agency group 6 6.82
Indian companiss with substantial fipancial
participation by the foreign collaborator 12 13.64
Companies belonging to family business 8 9.09
Public Entsrprisc 17 19.32
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CORRELATION BETWEEN MEASURES OF ZFFECTIVENESS, AND DESIGH
FEATURES AND IFPLEMENMTATIGN AROBLEMS.

YARIABLE 182 Effectivencss with rcoard to Over=ll Corporate PFerformancs

Lcwal of

aignifi Chi- .Contin- Deogres of
Sk. Varizble ‘ . ' - Squara  gancy Freodom
No.  Number Deseriptian cancs Coaff-
iciocnt

1 2 Number cf employees MeSa

2 4 Numzaer oF production
locations _ M. S.

3 5  Number of produst lings "N, S.

4 g Primary typo of product Ne S

5 11 Availability of raw materials N. S, °

6 13 Involvement cf Board of
Directors Ne S,

7 14  Farcentage cquity held
oy Farisgn interosts N. S,

8 16 Salected paramsters of
objectivas N. S

-

9 72  Extoent of participatica 3n
budget devolopment N. 5.

10 73 Fraguency af reviews with
intent to revise the budgst N, S.

11 74  Rsasons for budget revisions 5% 11.0359 ,350103 4

12 140 Purcentage of timc spent
by the Chief Executive in
setting up tho budget N,S,

13 141 Percentage of time spant by

theChiaf Exscutive in
porfarmance evaluation bascd
- on tha budqat .3,

14 153 Implemantation problems

caused by delays in data
J sybmissign 5% 10.1054 .331234 4
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3le.
No.

\Viariable
Number

Dzascription

~Level of

Signifi-
cance

Chi-
Square

Contin-
gency
Coaffici-
ant

Ozgrees

. of

Fraadom

16

17

18

15

20

21

22

154

155

4156

157

158

158

160

161

Implementation problem
caused by lack of relia-
bility of datz

Implementation problem
caused by data boing
provided by several
differsnt sources

Implamentaticn problem

causad by exccssive time
bging required to obtain
data of adequateo accuracy

implamentation problem
causaed by delay in availabi-

1ity of datz caussd by use
of datz of cxecossive
accuracy

Implementatian problem
caused by oxcossive timg
being required to compilae
and process the data

Implementatian problen
causad by changes from

the assumptions mado at
the budget dsvslopment time

Implemantation problems

caused by tho periads for
which variance rceports are
developod being too short
to provide moaningful data

Implomantation problems
caused by thc authoritics

and responsibilitiss of
individuals nat baing

defined with adequats clarity

1%

1%

10%

5%

13.8904

13.8179

19.6167

[ 4

B.34835

10,8182

11.0076

15.1082

« 382602

+ 381747

+443759

« 303577

« 343137

»345887

+ 358485
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5 . Lcval of Chi Contin- Degrces
Nl. da;;:blc Description Signifi- s t;re gency of
0« umber cance "9 Co-aff- Freedom
icicnt
23 162 Implemontaticn problems caused

by thc responsibility for vari-
ances being shared by mare than
one excecutive N.S,

24 163 Implementation problem
causcd by the standards set
in tho budget not being
. accepted by opecrational
management ‘ ©10% +43465 4189116 4

25 164 Implementation problem
caused by differancas aof
opinion regarding the
controcllability of the
variances 10% 9,53946 .326403 4

26 165 Implaomentation problem
causcd by differonces
between ¥ho company's obja-
tives and the objectivos
of individual activities 5% 11.0427 .3482€9 4

27 166 Implementation problems
causaed by standarde in
budget being consciously
sat at a hFwgher level than
are raascnably attain-ble N.S.

28 167 Implamontation problcm
caused by axccutives resocnting
the control system and vigwing
it as a curb on their innc-
vativa idoas 1% 14,2936 .387292 4

29 168 Implementation problem causad
by tho status of the Admini-
strator of tho control systuoms
being inadecuata 1% 18.586 436415 4

30 169 Implomentation problem caused
by top management not provi-
ding adequate rescurces to
effectively imploment the
control system 1% 14.1118 .385189 4
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(1]

. Lovel
Sl. V°rlable Descripticn of Chia Contin- Dagree
No. feumber : T
Signi- Squarc  gency of
ficanco - Conffi- Fracdom
cicnt
31 170 Implementation problam
causcd by top management
not paying adequato
attention to the roperts
gengrataed by tha control
gystam and not acting on
the roports 5% 11.6312  .354352 4
VARIABLE 181: Effoctivengss with regard to Profit
1 2 Numbcr of oemployces N,S.
2 4  Number of production locationsN,S.
3 5 Numbar of product linas 1C% 11.1416 353535 6
4 S Primary type aof product /N.S.
5 11 Availability of raw
matcrial N. S,
6 13 Involvement of Board of
Directors N.S.
7 14  Parcentage of equity hold by
foreign interests 10% 9.34201 332811 4
8 27 Whe preparas the salws budget N.S.
S 30 Projections of past sales as
a basis for the salss budgat N.S,
10 31 Competition as a basis N.S.
11 32 Econcmotric data as a basis  N.S.
12 33 Specific estimates of likely
demands from aexisting and
potential customers a2s a
baSiS N.S.
13 37 Inventary loyels as a

factor
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, Lavzl
3;‘ gar;?blu Descripticn of Chi- Contingen- Degrecs
N umber Signi- Squarc ¢y Coaffi- of
__ ficance cisnt Froedom

14 28 Availability of raw

materials as a facter Sy 6.2423  .278914 2
13 338 Availabilityof finance

as a factor N.5.
16 43 Costa at which goods

ars to be producoed as

an item 1% 10,5136 350637 2
17 44 Variables costs as a

category whon specifying

the costs of production N.S.
18 45 Departmental costs as a ‘

category 10% €.48406 .285617 2
15 46 Non-routinc cousts as a

category NeS.
20 47  Fixed ovorhcad as a categary N.S.
21 48 “"Contribution® or "margin®

for products or product

linas N.S.
22 43 Dovolopment of "purchase

prica variancos" 10% 7.90438 .310656 4
23 30 Identification of “standards',

in producticn budget, for

matcrials consumption NS,
24 61 Whether PAT/PBT is budge-

ted for the cumpany as a

whalc N. S.
25 - 62 Periods into which the

annual cash flow statcement

is broken up Ne 3



(1))
as

51, Variablo 5 - Lavel Chi- Contin- Dagracs
No Numbor 8scription af Squarc gancy of
* ) Signia Cocffi- freedam
ficance ciont
26 64 Crodit terms given and
lovel of A.g's recciva-
blz as a consideration N.S.
27 65 Inventary levegls as a
consideration NS,
28 67 Crodit torms raeceived and
levcl of accounts payable as a
considaratian NeSe.
29 68 Bank facilities available,
including securcd loans
as a consideraticn Ne.S.
30 70 Whether the company-wido
budget is reviewed and
if so by whom N.5.
VARIABLE 180: Effectivencss with regard to Custs
1 43 Costs at which goods ares
to be produced as an item 15 10.3247 .349914 2
2 44 Variablo costs as a cato-
gory when specifying the
costs of production N.S.
3 45 Dcpartmental costs as a
catogory 10% 5.46027 .265502 2
4 50 Idontificaticn of “standards',

in production budgut, for
materials consumption N.S.



Variable 179: EFfectivensss with regard tc Dverhzad

Lauvcl Chi- Contin- D o)
s1. Vars 1030 seseeintion OFL sltarc antin egreas
M.  Number S < a gency -af

Gigni-~ Cocffi- Froogam

ficanca ciont
1 57 Exiatencce of an ovoerhcad

budgat 1% £.30881 328526 2
2 58 Catogorics intc which

guerhoead coets ars

separatad NeSe
3 59 Who dovelops the overhead

budgct . WHe3.

VARIAZLE 178: Effachkivoncss with roaard to Sales

1 4  Number of oroduct
' logations kyS,
2 5 Number of product lincs N,.S,.
3 6 Numbcr ¢f customers 10% 14,0293 L4413555 &
4 8 Primary type of customar M,G.
5 9 Primary tyocof product NeSe
& ‘ 25 Hasis on which thc sales
nudcet is preparcd M.S,
7 26 Periods intc which the
salcs budgsat is brokan up N.S.
8 27 Whc propares the sales
budget 1% 20,1401 .447126 8
S 28 gy whom thec salcs budget
is rgvicwsd beforc acco~
ptance N.S.
10 30 Pr: joctions of past salcs

as 2o basis for the salos
budggt N. S.
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al. Variable s équ Chi- Contin- Degreas
No Numbar Cescripticn ¢ Square gency of
¢ Signi- Coaffi- Freedom
ficancse cient
11 31 Competition as a basis NS
12 32 Econometric data as a basis  WN.S.
13 33 Soecific estimates of likely
demands from existing and
putential customers as
a basis N.S.
14 57 Existence of an overhesad
budget 2% 8.26238 309487 2
VARIABLE 177¢ Effactivenegs with regard to Productign
1 4 Number of production
locations N.Sa
2 5 Number of product lines N.S.
3 11 Auailapility of raw matarials N.S.
4 36 Budgeted sales as a factor
in influsncing the produc-
ticon budgst NaS.
5 37 Inventory lsvels as a Factor N.S,
8 3 Availability of /raw materials
as a factor MeS,
7 39 Availability of finance as a
a factor N.S.
8 41 Delivery schodulses as an
item N.S,
S 43  Costas at which goods are
to be produced as an item 10% 4.90138 246133 i
1G 44 variable costs as a catzgory
when specifying the costs
of production N.S.
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L Level Chi- Contin- Cegrees
Sl. variablae N .
No Numbel Description of Squarse gency of
. Signi- Couffi- Fracdom
ficance cient
11 49 Devalopment af "purchasa
price variances" NeS.
12 5Q Idontification of “standards",
in production budget, for
materials consumpticon N.S.
13 53 Who dovelaps the production
budget M.5.
14 54  Who reviows thc production
budget N.S.
15 56 Pericds into wnich the gproe-
duction budget is broken ug  N.S.



