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ORGANIZATION CHART L

1, Purpose of the chart of organization

The organization chart pictures the siruoturae
@f internal authority and respongibility in a busineass,
It 18 desirable Tor the system analyst who ia a

stranger in the business of the client to study

the organization chart of the buminess for which the

accounting system is being inatalled if suoh organiza-~

tion chart is available, But il thera is none, ono

shnuid be made, From the organization chart ome can

have a birdf's eye view of how the work in the

aorporation is being done or will be done, ﬂ[]ﬂfi?l
The chart of organization may be 1in a skeleton

' form, But even so, it can be enlarged to project

defails. Then from an enlarged organisatloen chart

one con puggest definite assignment of dutileas,

coordination of efforts, delegation of authority,

and apecification of responsibility whioh are easential

in the urganiiatiup of a concern, In its absence,

theré invariably would exist disharmony, dupliqatinn

of effort, possibllity ol fraud, and a reatriction of

opportunity and initiative among the menbers composing

the organization,
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2, Objective of Business Organization

Care should be taken to perfect the organization
gubjeet to existing conditions. The object of any
bugineass ﬂfganizatiﬂn iz to unite the individuels
composing it so that they may form one working body

striving efficiently for a common ailm which is profit,

At times, an organization may be ocomposed of
several departments; a close relationship must exist
between these departments and also with respeot to
the busainess itransactions they handle since all
business transactions are carried out by goid unitis
of an organieation, Each person on the staff of a
businesas organiration is an infegral part of that

organlzation,

Tho present tendency of bualiness organisation
is adninistration which is bent towards centralization
of control in the hands of a few executives and delega-
tion of dutiea by these to gubordinatesa who aro
-regponsible to the former in the performance of the
tasks thus delegated, Authority i3 delegated Dy the
stockholders te the board of directors, Taege board of
"directors in turn delegate a large part of their
authority to the officers of the corporation, The

officers in turn entrust the exccution of many aof
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the policies of the business to their subordinates
wihio oftentimes employ the services of assistante who

are directly in contact with the minor enployecs,.

Under such scheme, the officers would have

nora tine for general plana and policies.

Anyhow, if efficient business administration
is te be had, it is not only necessary that plans
aﬁd poiicies be laid down bnt that thers should also
be careful supervision and control of the activitiaé

so that the plans ¢ould be cerried out successfully,

3, COrganization Chart as a Sterting Point of Syston

Installation

The work of aceounting system instellation
begins from the preparation and analysis of the
organization chart. The systam anelyst should aee
business problems in their relation to accounting
prinoiples, This callas for an imaginative nind
capeble ¢f visgualizing the best procedure to Le
followed in a given ofgani:ati?n, Organizntion may
vary in Torm and size depending upon the nature,
volunme end complexity ufthusineas transactions, as
well as- the peolicies laid down by the top executive

af the corporation,
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Different management might have differoant
policies. Policy 1s the sign post, It supplies
the sets ol standards to be followed, leading to
sclentific ways inatead of opportunistic business
developments, Business policies determine the ains
and purpeses for which the businesa was organized
and the proximate methods to be followed in re;lizing
its objective, Each policy must be properly carried

out, ©On the whele, all of these policries can be

inferred and seen from the organization chart,

4. Analysis of the Organigzation Chart

Tha organiration chart 1s a brief layout of
the business set up, Like a map or plcture, it can
be enlarged to such a degree and extent that 1ts
datails can be seen and analyzed. The organization
chart will lead the system analyst to meet the points
where he can put up his plan of carrying uu# the

acoounting asystem.

From an anaiyais of the organieation chart,
the accounting system can be determined, alsc tha
procedures to he followed in the business, Other
portinent informations necded in buillding the

ayatem may also be aupplied by the organization chart,
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A sample organiration chart is hereby presented

in its skeleton form,

Stockholders

By the term stockheolders, we mean those wha own
shares of stocks of the corporation, The stockholders
elect among thomselves those who will compose the board
of directors that will manage the affairs ol the cor-
poration, Unlike the directors, however, ths stook-
holders can cast votes by proxy. It is incumbent wpon
the stockholder to =zet up by=-laws of the corporation.
The by=laws among other things are the constitution of
the corporation which presceriba the rules and regula-
tions to he followed in conducting the affairs of the

corporation,

Board of Directors

The Board of Directors are made up of persons
elected by the stockholders to manage the affairs of
the corporation. The officers of the corporation are
usually elected by the bnﬁrd of direetors froin amnong
1ts members and have such powers as are conferred to

them by by-laws.
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The President and General Manager

The president who also usually acts as general
manager 1ls the chief executive officer. He presides
at the meeting of the board of directors and ordinarily
exercisgs the authority of the board when not in
session; As president and/or genéral manager of the
corporation, he is responsible for the success or
failure of the business and seecs that the buasiness
funétinns amoothly and that all departments do their
- work properly end promptly and are cﬂopefafing with

one another.

Yice=Preaident and Comptroller

Thia is the aasgistant to the president, The
comptroller is also an executive officer whose duty
is to agsist the president in interpreting the resulis
of operation and in the formulation of policies, He
1s charged of seeing that préper and accurate

accounting controls are malntained,

Generally speaking, the comptroller, while under
the direetion of the president, is responsible to the
boarda of directors and should report periodically
firanciel statements, and other statiatical information

relating to operationas,
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S5ales Department

The sales department is the life blood of the
ﬁusineas. Profit, the ultimate object of the business
is largely dependent upon gales, A business which
cannot sell its merchandise cannot continue very long.
So;'whﬂn sales decline, we witness that many concerns

go out of busineas.

The sales department koeps businees running at
a profit, The function of this departmont may be

summed up; in brief, as follows:

1. Finding ouvt what people want and needj
2, Finding the people who want or need it,

1. Pracurement of ordera,.

In the pursuit of these functiona, the salos
depaftment must have an advertising secticen and a
battery of salesmen to interest proapective customera
through aampleé of the merchandige with the uliimate

aim of consummating sales.
Treasurer

The duties of the treasurer are usualliy outlined
in the by-laws ef tho corporatian, Generally, the
treasurer is the finane¢ial officor who is5 the cuatocdian

of the funds of the corporetion. Hsa is expected to see
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to 1t that funds are =vailable to pay every obliga-

tion as it falls due.

The treasurer alone cannot do all thsese functions,
So, he must delegate some of his duties to othora,
The cagh ;an be left in the hands of the cashier;
the credits and collections to the credit man, all under

his direction and contrel,

Pergonnel Department

The persomnel department determines what
employeos are necessary, It procures the right man
For the right position at the rate the company can
afford to pay; The duties of the persommel department

may be suomarized as follows:

l, Interview and select applicents,

2; Train the new emplavees,

b Dirént, gupervige and impose discipline on
employees.

4k, Observe working conditions,

5« Note absences, tardincas, and personal
conduct of employees,

5. Handle transfers, promotions, and resignations
of omployeeg.

7« Kaep easential personmel records,

ﬂ._Recommand persomnel policies to be followed,
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‘The primary concern of accounting systen
installation on personnel deportment is the payroll,
Are the romunerations to be paid om momthly, seii=-
monthly; weakly, dnily, or hourly baals? What is the
gystem of payroll diasbursements? Are they paild by
cheéks or cash? These should be considered and

internal check and control should be applied,
Internal Auditors

Internal auditors are the peonle who talke care
and protoct the interegt of the company, Internal
auditorst! tasks are to see to it that all rezulastions
of the company are fully carried out and that all
" assets and liabilities of the company are nccurately
taken up in the books. He brings the gap between
those policy-maKing body, the executives, and those
charged with the execution of the policioz of <the
management, Actually, intern=) auditors are not under
any department head nor under that of the accounting

departmeant,

Accuuuting Department

The main function of the acoounting denpartiiont
from the standpoint of monagement is to Xeep them well
informed about the business operations by collooting

for them pertinent information and proesentiag game to
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theo in tﬁe form of fipancial statements, The chief
accountant, being the head qf the accounting deperiment,
acfs as a historian, making aveilable for immeclate and
futurae use and reference the facts about the buainess,

The report will hecome the basis of managemeni decisions,

Since accurate and timely roecords of busineas
transactionsa provide a sounder basis for business
judgmenf, the accounting system should not be installed
too celaborate, cumberscome; and complicated whica might
withheld the information coming forth from the ac¢counting
departmenf and make it out of dates, So, the maln concern
of accounting department installation is to fit tho
syatem to the busincss praperly, practicelly, and make

it conveniently to operate and follow up.

Purchasging Department

The purchasing department is to help procurement
for tho company of cffice gquipments, furniture, office
supplies and general suppliés. If the conpany is
manufacturing company, the purchasing department iz
. quite important in moking decision for buying materials
to be eupplied to production., Defective buying ray,
theraforo, cause under~selling, undsr-producing and
nay load toc lossesa, The invontory policy ehouwld ain
at procurement of raw material in sultabie amocunts

to serve production without any interruptiosn,
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The function of the purdhasing department may

be sunmed up as follows:

1, Formal securing of quotations.

2, Gathering of sources of data, &s:

n). Catalogs
b). Price ligts
¢), Clreulars received froo supplieras.

3« Placing orders to suppliers.

In instellation of accounting system, it should
ba focused that the procedure of internal check and
control is sufficilently and pr&ctically applied to

this department which acts aa the purdhasar of the

company,

Other Departments

' Other departments may be emtablished to take
nharée of ecertaln activities not spacifinally
provided in various departments named so far. This,
of oourse, depends upon the need and requirement of
the business, No hard and fast rules on organization
can be laid down here, inasmucih as the nature and
magnitude of each particular buginess govern the

- procedurea,
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