CHAPTER 1

INTRODUCTION AND INFORMATION IN GENERAL

1, The Purango and Scope of Stqu:

Accounting is a vast subject which tends to
become mora:aﬁd more complicated as a result of the
intricate needs of the buginess world today, As the
buginess expendas and branches cut to various fieldas,
accounting rﬂqu;ramanfs become more and more complex;
how the operation of the business can be controlled
and menaged profitablf, how the top executive can
make declisions on policy mattera for the progresas
of the business, atc, Many of these problems will

be 3olved 1f the orgaﬁimatiun hasa an adequate account-

ing system,

While accounting system may be set up in
conformity with known atandards, it 1s usually made
to fit the requirements of a particular business
organlzation For which.it.haa been iqtended. It 1is
normally the product of thorough and careful study
by knowledgeable experts. A system that worked out
effectively and satisfactorlly must be degigned and
installed with particular referenoe to the organiza-
tional needs of the businesas; and with religious

adherence to generally accepted accounting principles.
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this thesis Lﬁ;ﬁgﬁftﬂ the recognition of the
importance of accounting in a business crganization
most eapecially sc when this is based on a sound and

adequate system,

The Scope of study of this treatise ia based
ot book research and the author's experience in
Accounting Divisgion of the International Financial
Organization, This treatise is also the result of
observations and compilation of techniquces which are
in actual use in design and instailation of accounting

gyatems,

2. Hature of Accounting and Ita Use in the Businesa World

Accounting is the art of recording, clasgifying,
and summarizing in a sighilTicant manner and in
terms of money, transactionz and events which are,
in part at least, of a financial character, and
interpreting the results therenf.;

lﬁmérican Institute of Certified Public
Accountants, Accounting Terminology Bulletin, Mo, 1,
P 94




Accounting also representa ﬁn effactive tool and
aid to businass organieation, It provides a service
not only in measurement of profitability but also in
management and control, in formulating, implementing
and appraising polieig¢s, bringing about coordination
of activities, planning for and controlling day-to=-day
operations within the business. Accounting data alaao
halps in studying specific projects of a business and
'rEPQttiﬁg to the uwnefs and to other intereated groups
outside the business,; including creditdfs, governmental
agencies, prospective investors, employees and the
general publiec. It_can be seen that the use of accounting
is very broad and helpful to all invelvoed in business,
It 1s for thls matter that the author realilzes the
slgnifioance of a sound, comprehenaive and adequate
acoounting system. However, this thesis will place

more emphasis on techniques of system ingtallation,

3. PBroad Purpose of an Accounting System

The executive is interested in making deoislons
based on the information he can get from an accounting
sayatem; decisiona which will increase the returns on
tha capital he is employing, The anawer to this 1ia
an adequate.system in the organization under an able
eccountant who has the courage to deal with corporate

rasoureesg on any othar than custodial basis, He wmust



be able to integrate into one whole systen, podern and
effective managerial control tools in such a way that
the reporting under the system not only tells manage-
ment what has happened but alsce highlights importent

areas for futuire consideration and attention,

An effective accounting system provides cost-
paving in different forma, The most obvious purposes
in accounting system installation is to eliminate
unnecassary stepa; papers, records and reporta so as
to uge up less time, labour and e¢quipment. MHore
straightfforward precedures are eagier to understand,
reduce error and confusion, fascilitate supervision and
indreass the prediétnﬁility factor of the time it will
take to do = job, The good accounting ayatem should
not only make atandards of performance possible Lut

alao practicable,

The function of accountlng system is to help
management, analize policies, procedures, prectices,
prepare charts and analyszes of work flows and per-
formance, It determines ilmprovements necessary to
simplify or reduce eclerical and administrative work.
It arranges for employee training in required
teehniques,; and develop job performance standard as
a tool of management, Acecounting system also
recommends use of equipment that will raise

efficiencey and improve control,



- It can be seen that accounting system assists
axgcutives to fulfill organizational cbjectives as
vovealed implicitly from the implementation of

accounting Eystam.
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