THE USE OF ACCOUNTING AS A MANAGEMENT TOOL

ABSTRACT

The study centers on the “Use of Accounting as a Management Tool” (A case study of Anambra State Agricultural Development Project, Awka).

In pursuance of this investigation research objectives and hypotheses were formulated.  Both primary and secondary data were collected and the data were then presented, analyzed, interpreted using textual, graphic and tabular modes of data presentation.  The formulated hypotheses were also tested using chi-square as the test statistic.

Based on the above, it was found that Anambra State Agricultural Development Project uses Accounting as Management Tool.  All their financial transactions of Anambra State Agricultural Development project are recorded in the appropriate books of accounts.  From these books, revenue projections, expenditure estimates, financial statements, statements of source and application of funds are prepared.  Management of Anambra State Agricultural Development project uses ad inter-alia each of these prepared statements as a tool for decision-making, evaluation of the financial strength, profitability and future prospects.  Continuous type of budget is used for planning and controlling purposes.  Economic rate of return is used to evaluate projects.  Profitability is evaluated in terms of the benefits, which the given community derives from a given project.

With reference to the findings, the researcher recommends that; quarterly and mid year financial statements should be prepared to highlight the key variables affecting achievement of the objectives of Anambra State Agricultural Development Project; Budget should be compared with actual result so as to find out variables where they exist and make amendments where necessary; all the problems identified from the respondents should be addressed; there should be proper authorization and documentation; only qualified staff are to be employed; staff work schedules should be attainable with the actual working hours, ad accounting and computer training programmes should be organized at reasonable intervals.

CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Accounting, unlike the other natural sciences, is not based on fundamental laws or absolute precepts.  It has evolved over many years through trial and error, and its continual improvement rests on a basis responsive to the requirements of users of financial statements.  The domain of financial accounting is therefore visualized as requiring attention at four levels: postulates are the antecedent conditions or essential prerequisites to principles; the principles must meet the supported by the principles. This framework of accounting standards and guidelines defines the area accounting theory. Theories are generalizations, which serve to organize otherwise masses of data, and which thereby establish significant relationships in respect of such data.

Accounting theory is therefore the logical reasoning in the form of a set of broad principles that provide a general frame of reference by which accounting practices can be evaluated, and which guide the development of new practices and procedures.  It thus provides a coherent set of systematic principles that form the general structural framework for the evaluation, and development of sound accounting practices.  It presents the value judgments upon which accounting principles, concepts and polices are based.  Theses policies regulate moderate and direct practices and lead to reports which are used by decision makers. Without a good knowledge of accounting theory, accounting becomes mechanistic, routine and a repetitive drudgery.  Osisioma (1986: 40) stated that;

…Accounting involves the collection compilation and systematic recording of business transactions in terms of money, the preparation of financial reports and the use of these reports as tools of management …

Management is heavily dependent on accounting operation facts.  Management is regarded as a process of converting information into action and accounting is the source of most of the information.  Accounting is a system of principles and techniques that permits the recording, classification, accumulation, presentation and interpretation of financial information so that past performance, present condition and future planning can be evaluated.  The decision making process of accounting normally involves planning and control.  Accounting formalizes plans be expressing them in the language of figures as budget and control as performance reports which compare results with plans and spotlight deviations or variances form plans.

The importance of accounting information in management can be applied to any organization without regards to its size.  Willsmore (1971: 1)observed that;

…Even in the very personal business management can only take place through figures; results, reporting and the man who doesn’t understand that must fail…

Managing a business is a matter of deciding what should be done, seeing to it that the means are available and getting people employed in the business to do it.  At every step in this process, management is faced with alternatives, and every decision, to do something or to refrain from doing something involves a choice.  In most cases, the probability that a good decision will be made depends on the extent and validity of the information that the manager has about the alternatives and their consequences information which flows from the accounting records or which are developed by special analysis of accounting data constitutes the basis on which a wide variety of business decisions are made.  Accounting involves the process of identifying, measuring and communicating economic information to permit informed judgments and decisions by users of the information.  The success or failure of accounting as a management tool will depend upon the philosophy on which it was established and the attitude of management towards it as well a the skills involved.

1.2 STATEMENT OF THE PROBLEM

The research problem is the use of accounting as a management tool.  The success or failure of accounting as a management tool will depend upon the philosophy on which it was established and the attitude of management towards it.  Accounting serves the interest of business therefore; it must keep pace with the various stages of business development. Management Accounting is concerned with the application of accounting and statistical techniques to the specific purpose of providing and interpreting information designed to assist management in its function of promoting maximum efficiency. It focuses on the internal environment of business, and provides information for such decisions of the firm as an inter-alia make or Buy, Replacement, Pricing, Cost Reduction Decisions.  The techniques applied for the analysis are both statistical and accounting in nature – Budgeting and Budgetary control, standard costing and variance analysis, direct costing and Break-Even Analysis and Project Cost Analysis.

Accounting, the traditional companion of management in decision making, has to develop new and better techniques for the improvement of management decisions accounting has risen to the occasion, re-defining traditional concepts to meet the new challenges, and developing whole new techniques where they had never existed.

1.3 OBJECTIVES OF THE STUDY

This research has the major objective of examining the use of accounting as a management tool by Anambra State Agricultural Development Project.

Specific objectives include;

To identify the present accounting tools;

To examine the objectives for the adoption;

To assess the basis for developing the accounting tools;

To examine how the accounting staff are aware of the accounting tools in use

To identify the problems affecting the effective implementation of the accounting tools;

To examine the qualities of the accounting tools in use.

1.4 RESEARCH QUESTIONS

1. What are the present accounting tools;

2. What are the objectives for the adoption;

3. What are the basis for developing the accounting tools;

4. How are the accounting staffs aware of the accounting tools in use

What are the problems affecting the effective implementation of the accounting tools;

What are the qualities of the accounting tools in use.
1.5 JUSTIFICATION FOR THE STUDY

A major reality of modern business management in a free enterprise economic system is the advanced state of competition and rivalry, where only the fittest enterprises survive.  With the wealth creation and maximization of business motive ever s current, management continues to remain under increasing obligation to improve its share of the market, its assets, the value of its stock in the capital market, its credit worthiness and its overall earning potentials.  These, in turn, require an improvement in the quality of decisions.  Management should not for instance, miss an opportunity to increase its profit due to a mistake in the understanding of the real factor that determines profit.  Therefore, in order to respond effectively, to the challenges of the times, management requires good decision analysis procedures, which will emphasize the relevant factors in business decisions.

The study will x-ray the extent of use of accounting as a management tool by Anambra State Agricultural Development Project, as a basis for offering informed suggestions for improvement on the use of accounting as a management tool.

It is envisaged that the findings, suggestions and recommendations of this study will be beneficial to both accountants and management of Anambra State Agricultural Development Project and other establishments, who will be interested in seeking the best use of accounting to achieve corporate result.

Specifically, this study will highlight the strength and weaknesses of each accounting tool in use by Anambra State Agricultural Development Project. It will also recommend those accounting tools that ill result in effective management.

This study will serve as a reference material for future research project on the same topic or related topic.

Finally, the outcome of this study will be useful to the researcher, as a partial fulfillment for the award of Higher National Diploma in Accountancy of the Institute of Management and Technology (I.M.T), Enugu.

1.6 ORGANIZATION OF THE STUDY

For purposeful completion of this study, the researcher therefore, plans the study as follows:

The whole study is subdivided into five chapters starting from the introduction, review of related literature, research design and methodology, analysis of data, findings and summary and finally policy recommendations and conclusion.

Introductory chapter will include; Background of the study, Statement of the problem, Objective of the study, Scope and Limitation of the study and finally definition of terms and references.

Chapter two which is review of related literature will be subdivided into sub-titles. It will also include hypothesis formulation and references.

Chapter three, which covers research design and methodology will include; the population to be samples, sample frame, size and technique, as well as method to be used in sourcing data.  The researcher will use both secondary and primary data.  This chapter will also indicate the statistical techniques to be used sample size determination formular and chi-square for hypothesis testing.

Chapter four is the analysis of data. Here textual, tabular, percentages, averages and graphic modes of presentation will be used in presenting and analyzing data collected. 

Chapter five will include research findings and summary of the study.  This will be deducted from the analysis of data; it also covers policy recommendations and conclusion will be based on the possible findings of this study.

The preliminary pages include; fly text, title page, approval page, dedication, acknowledgement, and table of contents, list of tables and figures, abstracts …

1.7 SCOPE AND LIMITATIONS OF THE STUDY

The scope of this study is focused on the use of accounting as a management tool.  The scope also covers accounting personnel of Anambra State Agricultural Development Project at the Headquarters.

This study was not without limitations – Apathy on the part of some of respondents, inaccessibility of some management staff, Red-tappism, finance and time.

These limitations not-with-standing, the findings of this study are still very reliable.  Satisfactory efforts were made to ensure that the research was carried out under conditions that ensured reliable and valid conclusions.

1.8 DEFINITION OF SOME TERMS

Budget: A formal expression of management plans in quantitative and financial terms.

Management: A social system entailing responsibility for the efficient planning and regulation of the operations of an enterprise, with a view to attaining set objectives.

Objective:
The end towards which activities of any enterprises are aimed, the end point of a management programme.

Planning: The process of setting goals and objectives, formulating strategy and deciding among alternatives course of action.

Profit: The increases in the net value of the assets of a business over a given period, which has arisen as a result of successful trading and not by means of capital adjustment.

Accounting:
This is a systematic means of writing an economic history and plans of an organization in both quantitative and financial manner so that facts can be revealed, and properly analyzing such fact for the purpose of advising management.

CHAPTER TWO

REVIEW OF RELATED LITERATURE

2.1 THE IMPORTANCE AND SCOPE OF ACCOUNTING AS A MANAGEMENT TOOL

The importance of accounting department in any business organization cannot be over emphasized.  Every business organization and most wealthy individuals have found it necessary to record in some way a measure of their wealth.  Accounting departments of any organization is responsible for all financial dealings in the organization.  The department is sad to be concerned with the proper recording, classifying, analyzing and reporting of information for measuring and controlling the operations of the business.  Accounting is the language of business just as notes are the language of music.  Many companies have difficulties because of inadequate financial information.  Investigation has revealed that many companies failed because of poor accounting records.  Lack of relevant accounting information necessary for good management decision does contribute in no small measure to business failures.

Accounting is known to have been used not only to aid decision-making but also to achieve desired goals/results.  Rondinell (1976: 8 – 10) stated that, 

… Accounting as information can provide primary data, which can be used to develop analytical devices for purposes of accounting aids and inter-alia economic planning, and evaluation of projects.  The cost-benefit analysis of individual projects relies heavily on past and present accounting data to determine not only their feasibility but also their justifiability.  The availability of accounting data with respect to corporate entities helps corporate growth in two ways.  They created an atmosphere of confidence among investors who now have access to information for their decision-making and their continued availability aid efficient use of capital.  Taxation also relies on accounting data.

2.2 THE FUNCTIONS OF ACCOUNTING AS A MANAGEMENT TOOL

For accounting to become a useful tool for economic management, the following criteria must be met.  The criteria must be found in the report of a research conducted on this subject by the United Nations Organization, which recommends the following;

Accounting system must be designed to comply with the constitutional, statutory ad other legal requirements of the country.

Accounting system must be related to the budget classifications.  The budgetary and accounting functions are complementary elements of financial management and must be closely integrated.

Accounting system must be maintained in a manner that will clearly identify the objectives and purpose for which funds have been received and expended.

Accounting system must be maintained in a way that will facilitate audit by external review authorities and readily furnish the information needed for effective audit.

Accounting system must be developed in a manner that will permit effective administrative control of funds, operations, programme management, internal audit and appraisal.

Accounting system should be capable of serving the basic financial information needs of development planning and programming and the interview and appraisal of performance in physical and financial terms.

Accounting is becoming indispensable in modern society.  In any economy, accounting information is now sought with eagerness by those who can use it.  Afolabi (1982, p. 1 – 2) observed,

…the popularity in recent times of corporate annual reports among educated Nigeria.  The rapid rate of development in Nigeria has improved the individual propensity to save ad to invest…

It is natural to know what goes on in companies.  How much profit is made?  What dividends to expect.  How many bonus issues are likely to be declared and how soon?  These are some of the questions to which accounting provides some answers.  An investor would also want to know the performance of other companies as a basis for comparison.  At the individual level, accounting information aids the security and maximization of the value of investments, while at the macro level, accounting facilitates the efficient allocation of resources.  Willsmore (1971: 2 – 3) state that,

…the importance of accounting information in management seems to be regardless of size.  As a company grows bigger, accounting information assumes an even more significant role…

Accounting provides the basis for choice and so facilitates decision-making.  As a corporation grows beyond entrepreneurial size, he entrepreneur has to learn a new system of management.  Having sight of the results of an organization aids in control.  It is simply not true that at the top of a very large company that one should not take care of detail.  When one begins to lose touch with the detail of the job of an organization, it is the first sign of a company or an organization going into a decline.  The use of accounting as a working tool for business administration by professional management has to be seen as something quite different from the conventional system of recording and classifying business transactions through double-entry book-keeping.  Keith (1980: 4 – 9) maintained that, 

…Accounting is part of the management process.  It is a service activity.  Its function is to report quantitative information, primarily financial in nature, about economic entities that are intended to be useful in making economic decisions…

Most students of business seem to have a distorted view of accounting and thus, may be completely turned off by the mere mention of accounting.  To many students of business and people in general, accounting is nothing more than debits, credits, journals, adjusting entries and the like.  This is only a small part of the accounting process.  Accounting is the recording, accumulation and dissemination of information relevant to various decision makers.  The accounting process in most firms extends beyond the activity that takes place in a firm’s accounting department and involves every responsible manager in accounting department gathers information relevant to its department and process the information into a variety of reports that management may use in its decision-making activity.  Accounting is one segment of a firm’s information system and the type of information involved will depend to a degree on management decisions.

Accounting system must have the capacity to serve different people and different purpose.  It must have the capacity to provide operation and information to the information managers needs to monitor and control operations, to compare actual performance with set objectives, and be able to provide information to groups outside the firm (Banks, stockholders and government agencies).  Accounting has both internal and external purposes.  Financial accounting encompasses a broad range of activity dealing with a firm’s assets, liabilities, stockholders, revenues and expenses.  This function records all business transactions such as sales, purchase, payroll, etc.  It classifies transactions into proper accounts, summarizes transactions and after making appropriate adjustments, presents results of business operations in the form of an income statement and a statement of financial position and other records of financial activity.  A significant characterization of the end products of financial accounting is that they are designed to communicate financial data to external users such as investors, creditors, government agencies, customers, stockholder, etc.

Cost accounting and costing techniques are most closely identified with the manufacture of goods but they also function in other areas of human endeavours.  Considerable data generated by the cost accounting system feeds into the financial accounting system.  Owler and Brown (1982: 1 – 3) have that,

…Cost Accounting is the application of costing and cost accounting principles, methods and techniques to the science, art and practice of cost control and the ascertainment of profitability, it includes the presentation of information derived there from for the purpose of managerial decision-making…

Costing enables management of business organization not only to find out where losses and wastes are occurring before the work is finished, but when immediate action should be taken to avoid such losses or wastes.  An efficient system of costing is an essential factor for industrial control under modern conditions of business and as such may be regarded as an important part in the efforts of any management to secure business stability.  The organization of an undertaking has to be so controlled that the desired volume of production is secured at the least possible cost in relation to the scheduled quantity of the product.  Cost accounting provides the measurement of the degree to which this objective is attained, and thus has a definite place in the organization of the business policy may require he consideration of alternative methods and procedures and this is facilitated by cost information correctly presented.

Management accounting has been defined as the application of professional knowledge and skill in the preparation and presentation of accounting information in such a way as to assist management in the formulation of policies and in the planning ad controlling of the operations of the undertaking.  The service, which the accounting function provides for the assistance of management consists basically the presentation of information.  The final test of efficient management is profitability.

Accounting has a number of stress areas:

Financial Accounting, Cost and Management Accounting, Auditing, Government Accounting and Taxation; each of these stressed areas guide management in decision-making.

2.3 THE OBJECTIVE OF ACCOUNTING AS A MANAGEMENT TOOL

The recognition and measurement of income are the fundamental basis for income determination.  The primary objective of measuring business income in accounting is to provide useful information to those who are most interested in financial reports.  This primary objective could be sub-analyzed into more specific objectives of measuring income.  One of the specific objectives is assumed to be most important for all users of financial reports.

Another objective of income measurement in accounting is the use of determined income as a basis for measuring management efficiency.  Other objectives of measuring income include the use of the determined income as a basis for taxation, of as a guide for managerial decisions.  Historical income figures aid management in predicting the future course of the business ad in assessing the dividend distribution potentials of the business.  To satisfy these different objectives of measurement requires the adoption of different methods of income measurement.

There are essentially three approaches to business income measurement.  The first is the most conventional approach.  It is called the transaction approach.  This approach involves the recording of changes in assets and liability values only as these are the result of transactions.  Changes in values arising out of market valuations or changes in expectations alone are excluded which determining the income.  The second approach is the activities approach to income measurement.  This approach differs considerably from the transactions approach since it focuses on the description of the activities of a firm rather than on the reporting of transactions.  This approach sees income as a result of certain activities or events which tool place in the firm rather than as a result of specific transactions.  The third approach demands for an evaluation of total or specific assets and liabilities at the beginning and end of each period.  Several methods have been proposed and used by many researchers in their studies and these includes the followings:

Historical Cost Method: This is based on the matching concept of accounting.

Replacement cost method: The proponents of this method argued that the firm’s assets should be valued at their replacement costs/prices.

Resale price/Net Realizable value method.  The proponents of this method advocated that inventories and other assets should be valued at their net realizable values.

Economic Value/Net Present value method: Under this method, he value of each asset it the present value of the net cash flows the asset is expected to generate in the future.

Current purchasing power method: Under this method, net income is defined as the amount left over after maintaining the purchasing power of capital.

Current cost Accounting method:  This involves the adjustment of the historical costs using the relevant price index.

Opportunity Value Method: The proponents of this method advocated that assets should be valued based on their opportunity costs.

Aroh (1989: 21) stated that;

… There however seems to be some agreement in their measurement of income based on increase in the net worth of the business. The reported net income of any business entity is indirectly influenced by the relevant factors that affect the different components of the income.  In measuring accounting income, the various methods of assets valuation lead to different depreciation and cost of goods sold figures, which in turn affects reported or measured net income.

The recognition and measurement of income are the fundamental basis for income determination.  The recognition of income will depend on the nature of the income.  Isung (1989: 20) stated that, 

…Accounting concepts and principles are the foundations on which the accounting practice rests.  They guide the accountant in the preparation of financial statements.  They are based on general consensus and so have not evolved out of the process of deductive reasoning…

Accounting evolved to meet the practical needs of businessmen as they arose and therefore came into existence without any unified body of theory.  Business systems can be further classified into two main categories – financial and non-financial systems.  Financial systems are concerned primarily with processing and recording of business transactions, and their analysis and interpretation with a view to the preparation of periodic and routine reports for decision-making by interested parties.  They are accounting systems also concerned with cost accumulation, cost planning and cost control, as a means of aiding managerial efficiency and effectiveness.  This system has two main sub-systems – the financial Accounting system and he management Accounting System.  Osisioma (1989: 49) stated that:

…Whether financial or non-financial in nature, all these business systems generate and provide information for decision-making, both internally and externally…

Financial systems are those sub-systems in a business organization concerned with ensuring that all business transactions are recorded in proper books of account on the basis of recognized accounting practice, analyzed and interpreted and presented insignificant form to users of accounting information.  The financial accounting system is concerned with the systematic classification and recording of financial transactions in books of accounts, in terms of Naira values in respect of wages and salaries, purchases and sales and other aspects of income and expenditure, both capital and revenue.

These records maintained in ledgers provide the basis for the preparation of periodic or annual financial statements.  The components of the financial accounting system include sales accounting, purchase accounting, wages and payroll accounting and fixed assets accounting.  All these systems revolve around the General or Nominal ledger which is the local point of the financial system.

The Management Accounting system is basically a system for management decision making and implementation.  Management accounting system addresses itself specifically to internal operations of the firm in areas that are of decision-making interest to management.  Management accounting systems are commonly called control systems.  They are the rules and repetitive procedures that provide for data accumulation and communication aimed at facilitating decisions.  The entire thrust of the system is ensuring that managers are supplied with information to guide them in achieving the organizational objectives.  Osisioma (1989: 52) maintained that,

… The main components of the system revolve around cost planning and control system, namely budgetary control, standard costing, direct costing and responsibility accounting systems…

Direct costing system is essentially concerned with cost and profit planning based on an analysis of cost behaviour.  The output of the system includes lots of decision models to guide management in deciding on price levels consistent with a given profit target, promotions and products mix, and such capital budgeting decisions as make or buy and replacement decisions.  It is a system of accounting design to present managers with control information relating to their individual fields of responsibility.  It recognizes various decision centers throughout an organization and traces costs to the individual managers who are primarily responsible for making decisions about the costs in question.  Budgetary control and standard costing systems on the other hand are based on a pre-planning of costs.  The entire management accounting system is aimed at the goals of economy and efficiency.

Osisioma (989: 52) stated that,

… Accounting itself has been defined as a system of principles and techniques, which permits a series of interrelated activities that form a progression of steps, beginning with observing, then collecting, recording, analyzing, ad finally communicating information to its users…

The accountant’s task is to transform raw data into information.  Accounting information is data organized for the special purpose of decision making.  As a system, accounting has the basic goal of providing information.  It has clear, well-defined elements in the form of people and equipment and has the typical activities of system consisting of inputs, process and output.  Accounting system is the most important element of an organization’s information system.  It links other important information system such as; purchasing, sales and production information system.

Osisioma (1989: 54) maintained that;

… Accounting information falls into three broad categories; routine internal reports, non-routine internal reports and external reports…

Routine Internal Reports are day-to-day report to management for the planning and control functions of an organization.  They may be in form of performance reports, variance analysis and accounts and internal cost accumulation statements.  Non-Routine Internal Reports are reports to management, which aid the formulation of major plans and policies.   They take the form of budget forecasts, estimates and projections, and articulation of long-term organizational goals and objectives.  Cost, volume and profit projections come under this category.  External reports are the periodic or annual financial statements which are the product of the financial accounting system and which are prepared for the benefit of shareholders, potential investors, government and the public at large.  The reports include the profit and loss account, the balance sheet, the statement of sources and application of funds and the audit reports on them.

Internal accounting reports are instrument for planning and control.  Generally, reports to top executives need to stress the big picture of the entire organization.  The interest of top management is policy-making and so, matters that concern a firm’s financial status, return on capital trend, degree of operating efficiency of division and the maintenance of the firm’s position in industry should go to top management.  The details of operational performance on matters, which have been reported in summary to top management, are channeled to lesser executives.  Intermediate level executives comprising departmental and divisional managers and senior supervisors are responsible for business operation not policy.  They need weekly if not daily report on:

Usage of material, scrap and spoilage with variances form standards,

Labour consumption by processes or cost centers with variance from standards;

Idleness in men and machines with variances,

Miscellaneous issues like department expenses, unit production, safety factors, personnel turnover and training.  The lower level executives need daily reports on all matters reported to intermediate level executives, except that these must relate only their own immediate areas of supervision.

2.4 PROBLEMS AND PROSPECTS OF ACCOUNTING AS A MANAGEMENT TOOL

Accounting reports form the basis for management decision-making.  Poorly prepared and shoddy reports can only give rise to shoddy decisions, and bad decisions are bad investment risks.  Accounting reports must meet certain criteria which include; accuracy and reliability, direct attention to problem areas, objective and timely.  The task of management in today’s highly complex business environment is to plan, coordinate and control operations in a manner that achieves maximum efficiency and long-term profit.  Management needs guidance in the interpretation of cost information; if wise decisions are to be made in such matters as costing of products and services, production policy and pricing of products.  Cost accounting system is necessary in planning each factor in the cost of each product, the ascertainment and communication of cost data for management decision making.

Akujiobi (1989; 79) stated that; 

…cost accounting involves the presentation and application of cost information for the efficient management of the business.  It also involves an analysis and recording of financial transactions as they concern materials, labour and expenses.  It also involved collection and interpretation of the records to disclose costs of particulars products, jobs or services …

In preparing balance sheets and profit and loss accounts, historical costs are needed.  Shareholders and investors use financial statements prepared on historical cost basis because they need to make inter-company comparisons.  For planning purposes, cost expectations of anticipations of what the future sacrifice will be.  They are used for deciding upon best future courses to follow.  In most planning situations, historical and current costs are not completely ruled out, they are available for background information but they are not relevant for future courses of action.  For control purposes, both anticipated and current cost data are needed.  Data for control is needed to regulate action so that performance conforms to what was forecasted.  When current and anticipated costs are compared, the intention is to evaluate performance in order to determine quality.  For pricing policy, cost is the projected product cost based on the determination of normal capacity.

Labour is an indispensable element in any business organization.  It is the human resource in business representing the men, women and managers that are employed in some productive way by an organization.  These components of a firm’s labour force came into the organization with various needs – fair wages, job and economic security, good working conditions, advancement and participation in management.  As these needs are met at the work place, labour is motivated to higher performance.  The management of any organization is interested in controlling its labour costs because they go to reduce the over all profits expected in any given year.  Labour costs are important element in a firm’s total cost.  The need to control and account for the costs of labour does not require any over-emphasis if an organization profit objective is to be achieved.  Any decline in labour efficiency greatly affects output and profitability in a number of ways:

Output is reduced both in quantity and quality and

The cost per unit is raised thereby reducing profitability and other costs are adversely affected.  The costing and controlling function starts immediately; there is a plan to engage more employees to assist in achieving an organization’s objective.

The personnel section of any organization is established to formulate and implement organization policies with respect to hiring and controlling of labour.  Asukwu (1989; 106) maintained that:

…the pay roll unit of the Accounts section of an organization helps in labour costing and maintenance of records relating to staff wages and fringe benefit…

At the beginning of any financial year, management normally comes out with the man power plan of the organization.  This plan or budget as it is generally called states the category of personnel required in each department and the expected salaries to be paid to them.  Effective control of labour costs calls for serious manpower planning and control by management as a whole and not to be left for the Accountant alone.  The Accountant should be concerned greatly with the financial aspects of the work involved which involves the preparation of payrolls, arrangement for payments, costing system and the over all labour control system.

The service which Accounting provides for the assistance of management consists basically the presentation of information.  Accounting system is designed to aid all grades of management.  The integration of data relating to the efforts of the various managers will help management to achieve one of its fundamental tasks.  If an organization is to be successful, there must be reliable information for planning.  Accounting plays important role in supplying the needed information which aids management in the execution of its functions.  Thus, accounting is regarded as management tool.  Modern accounting techniques provide useful services to management.

CHAPTER THREE

RESEARCH DESIGN AND IMETHODOLOGY

3.1 RESEARCH POPULAION/AREA OF STUDY

The research population for the study includes all the accounting personnel and management board of Anambra State Agricultural Development Project, Awka.  The area of study is Anambra State Agricultural Development Project, Awka.

3.2 DETERMINATION OF SAMPLE SIZE

The research covers the entire population including the management board of Anambra State Agricultural Development Project, Awka. The researcher could not sample because of the farness of the population.  The size of the population is deemed reasonable by the researcher.

3.3 SOURCES OF DATA

Data used for the study were collected from both primary and secondary sources.  The primary sources include; the use of structured questionnaire, personal interviews and observations.

Secondary sources of data explored include; periodicals, journals, magazine, newspapers, books articles, manuscripts and other investigator’s works that are related to the topic of the study.

3.4 METHOD OF DATA ANALYSIS

For the analysis of the data, the researcher used percentages, descriptive and inferential statistics.  

CHAPTER FOUR

PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA

4.1 SOCIO-DEMOGRAPHIC DATA OF RESPONDENTS

TABLE 1: SEX OF RESPONDENTS

	SEX
	NUMBER OF RESPONDENTS
	PERCENTAGE

	FEMALE
	3
	30

	MALE
	7
	70

	TOTAL
	10
	100


Source: As compiled by the researcher, 2020.

TABLE 2: MARTIAL STATUS OF THE RESPONDENTS

	MARITAL STATUS
	NUMBER OF RESPONDENTS
	PERCENTAGE

	SINGLE 
	2
	20

	MARRIED
	8
	80

	TOTAL
	10
	100


Source: As compiled by the researcher, 2020.

Table 2 discloses the age distribution of the respondents.  No respondent falls in the range below 20 years.

Greater percentage falls in the range of 37 years and above.

TABLE 3: AGE DISTRIBUTION OF RESPONDENT

	AGE RANGE IN YEARS
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Below 20
	-
	-

	20 – 30
	2
	20

	31 – 40
	5
	50

	41 – 50
	3
	30

	51 and above
	-
	-

	Total
	10
	100


Source: As compiled by the researcher, 2020.

Table 3 discloses the official status of the respondents.  Greater percentages of the respondents are Accounts Clerks, followed by Accounting Assistants, Accountant, Senior and Principal Accountants, Chief Accountant and Financial Controller.

TABLE 4: OFFICIAL STATUS OF THE RESPONDENTS

	POSITION
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Financial controller
	2
	20

	Chief Accountant
	1
	10

	Principal Accountant
	1
	10

	Senior Accountant
	1
	10

	Accountants
	1
	10

	Accounting Assistants
	1
	10

	Accounts Clerk
	3
	30

	Total
	10
	100


Source: As compiled by the researcher, 2020.

Table 4 reveals the years of services of the respondents.  Majority of the respondents are within the range of 10 years to 15 years, followed by 5 years to 9 years, 2 years to 4 years and less than 2 years.

1. What are the present accounting tools;

2. What are the objectives for the adoption;

3. What are the basis for developing the accounting tools;

4. How are the accounting staffs aware of the accounting tools in use

What are the problems affecting the effective implementation of the accounting tools;

What are the qualities of the accounting tools in use; and

TABLE 5: DURATION OF EMPLOYMENT WITH AGRICULTURAL DEVELOPMENT PROJECT

	YEARS OF SERVICE
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Less than 2 years
	-
	-

	2 years to 4 years
	2
	20

	5 years to 9 years
	2
	20

	10 years to 15 years
	3
	30

	Above 15 years
	3
	30


Source: As compiled by the researcher, 2020.

Table 5 identifies the types of books of accounts that are kept by the finance unit of Anambra State Agricultural Development Project Awka.  Such books include cash book, ledger, and journals.  From these subsidiary books, the final accounts are prepared.

TABLE 6: What are the present accounting tools.

	TYPES OF BOOKS
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Cash book
	10
	100

	Ledger
	10
	100

	Journal
	10
	100

	Contract
	Nil
	-

	Company
	Nil
	-

	Final accounts 
	10
	100

	Others (specify)
	-
	-


Source: As compiled by the researcher, 2020.

Table 6 indicates that all the present accounting tools in Anambra State Agricultural Development Project, Awka.

TABLE 7: RECORDING OF TRANSACTIONS IN THE BOOKS OF ACCOUNTS

	OPTION
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Transactions are properly recorded 
	10
	100

	Transactions are not properly recorded
	Nil
	-

	I don’t know
	Nil
	-

	TOTAL
	10
	100


Source: As compiled by the researcher, 2020.

Table 7 reveals the existence of internal audit unit in Anambra State Agricultural Development Project, Awka.

TABLE 8: EXISTENCE OF INTERNAL AUDIT UNIT IN ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT, AWKA

	QUESTION
	OPTIONS
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Is there an internal audit unit in your organizations
	Yes
	10
	100

	
	No
	Nil
	-

	
	
	10
	100


Source: As compiled by the researcher, 2020.

Table identifies the major problems or limitation affecting accounting personnel in the execution of their duties.

TABLE 9: MAJOR PROBLEMS AFFECTING ACCOUTNIGN PERSONNEL IN THE EXECUTION OF THEIR DUTIES

	IDENTIFICATION OF PROBLEMS
	NUMBER OF RESPONDENTS
	PERCENTAGE

	Poor understanding of accounting duties
	3
	30

	Inadequate salary and fringe benefits
	3
	30

	Lack of understanding of the use of computer
	1
	10

	Poor transportation
	2
	20

	Excessive work schedule
	1
	10

	I don’t have any problem
	1
	10

	Total
	10
	100


Source: As compiled by the researcher, 2020.

Table 10 reveals that financial statements are used as a base for evaluation of the financial strength, profitability and future prospects of Anambra State Agricultural Development Project.

TABLE 10: FINANCING STATEMENTS AS A BASE FOR EVALUATION OF THE FINANCIAL STRENGTH, PROFITABILITY AND FUTURE PROSPECTS OF ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT, AWKA

	OPTIONS
	NUMBER OF RESPONDENTS
	PERCENTAGES

	YES
	10
	100

	NO
	NIL
	NIL

	TOTAL
	10
	100


Source: As compiled by the researcher, 2020.

Table 11 discloses that Anambra State Agricultural Development project, finance department prepares financial statement within the affected financial year.

TABLE 11: FINANCIAL STATEMENT PREPARED WITHIN THE AFFECTED FINANCIAL YEAR

	OPTIONS
	NUMBER OF RESPONDENTS
	PERCENTAGES

	YES
	10
	100

	NO
	NIL
	NIL

	TOTAL
	10
	100


SOURCE: AS COMPILED BY THE RESEARCHER, 2020.

Table 12 discloses the responses on whether Anambra State Agricultural Development Project uses accounting as management tool.

TABLE 12: Whether accounting is used by the management of Anambra state agricultural development projects as one of its tools

	Rating
	Number of respondents
	Percentage

	Yes
	10
	100

	No
	0
	0

	Total
	10
	100


Source: As compiled by the researcher

Table 13 reveals the responses on adequacy of accounting system.

	Rating
	Number of respondents
	Percentage

	Yes
	10
	100

	No
	0
	0

	Total
	10
	100


Source: As compiled by the researcher

Table 13 indicates the responses on whether adequate accounting system increases efficiency and is result oriented.

TABLE 15

WHETHER ADEQUATE ACCOUNTING SYSTEM INCREASES EFFICIENCY

	Rating
	Number of respondents
	Percentage

	Yes
	10
	100

	No
	0
	0

	Total
	10
	100


Source: As compiled by the researcher

CHAPTER FIVE

FINDINGS, CONCLUSION AND RECOMMENDATION

5.1 FINDINGS

This chapter deals with the findings and summary of this study.  The researcher made critical examination of the accounting system of Anambra State Agricultural Development Project and came out with the following findings.

This study revealed that all the financial transactions of Anambra State Agricultural Development Project are recorded in the appropriate books of accounts.  From these books, revenue projections, expenditure estimates, financial statements, statement of source and application of funds are prepared.  Management of Anambra State Agricultural Development Project uses an inter-alia each of these prepared statements as a tool for decision making, evaluation of the financial strength, profitability and future prospects.

The financial records of Anambra State Agricultural Development Project Agricultural Development Project are subjected to external audit.  There is also an internal audit unit.  Management takes recommendations of this unit.

The accounting system in use is computerized. Anambra State Agricultural Development Project uses continuous budget for planning and controlling purposes.

The aim of investing in projects is not profitability.  This does not mean that the project does not make profit.  Profit so made is tax free.  Economic rate of return is used to evaluate projects.  Profitability is evaluated in terms of benefits which the given community derives from a given project.

Anambra State Agricultural Development Project could not have operated very well without accounting information.  Accounting information serves as management tool.  Hence, accounting enhances management of the project.

The major problems affecting accounting personnel in the execution of their duties include: Inadequate salary and fringe benefit (mainly junior staff), lack of proper understanding of the use of computer (middle level manpower), poor transportation, excess work schedule.

Accounting techniques in use include project appraisal, budget, statements of source and application of funds, balance sheet, financial statement, and economic rate of return.

One of the prime means control is he separation of responsibilities; this helps to reduce the risk of intentional manipulation of error.  Functions which are separated include; authorization, execution, custody, recording, systems development and daily operation of the computer.

The following accounting policies are adopted in the preparation of financial statements in Anambra State Agricultural Development Project. The accounts are prepared on accrual basis under the historical cost convention except that of the federal and state government grants are treated on cash basis.  Stock is valued on a first-in-first-out basis and/or at the lower cost and net realizable value after providing for obsolete stock.  Depreciation of fixed assets is calculated on straight line method at the rates expected to write off the cost of the assets over their expected useful lives.

5.2 POLICY RECOMMENDATION AND  CONCLUSION

This point deals with policy recommendations and conclusion of the study.  The researcher recommends the followings:

Only qualified staff are to be employed.  This will ensure compliance to current accounting practices and qualitative service.

Maintenance of necessary books of accounts.  This will ensure accurate analysis of financial statement and proper presentation of facts and figures.

Institute of reasonable work schedule.  Hence each staff will be able to complete his or her schedule within each day’s working hour.

Organizing accounting/computer training programmes at reasonable intervals.  This will help to improve the dexterity of both men and serving staff.

There should be proper authorization and documentation.

All the problems identified from the respondents should be addressed.  This will give the concerned staff sense of belonging and concern.

Quarterly or mid-year financial statements should be prepared to highlight key variables affecting achievement of the objectives of Anambra State Agricultural Development Project.

Budget should be compared with actual result so as to find out variances where they exist and make amendments where necessary.

5.3 CONCLUSION

Accounting
packages have been essential management tools.  Reasonable estimates can only be made on information provided from the accounting system.  Thus, accounting is a management tool like most well organized organizations like Anambra State Agricultural Development Project; the Finance Department provides management with accounting information which aid in the decision making process.
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QUESTIONNAIRE FORM

Topic: THE USE OF ACCOUNTING AS A MANAGEMENT TOOL (A CASE STUDY OF ANAMBRA STATE AGRICULTURAL DEVELOPMENT PROJECT, AWKA)

I am …………………………………………….  I am carrying out a research on above mentioned topic.

This research which is purely academic is for the partial fulfillment of the requirement for the award of…………………………………………

Please, be informed that the information you will give is crucial to the study and it will be treated highly secret.

Instructions: blank boxes are provided for you to tick [   ] what appears to you as the correct options where you are told to specify, please, provide the information in you own words.

What is your sex?



Male




female

What is your marital status?


Married 

Single

Divorced

Never married 

Widow/Widower

What is your age?

Below 16 years

16 years – 26 years

27 years – 37 years

38 years – 48 years

49 years and above

what is your official status

how many years have you worked

please, specify the types of books of accounts maintained in your department

how properly are financial transactions recorded

is there an internal Audit Unit in your organization

what are the problems affecting you as an accounts personnel

do you think that financial statements serve as base for evaluation of the financial strength, profitability and future prospects of your organization

Are financial statements prepared within the affected financial year?

do you think that accounting system is used as a management tool

how adequate is the accounting system of your organization

do you think that adequate accounting system increases efficiency

do you think that adequate accounting system is result oriented

Is the accounting system of your organization computerized

 Please, identify the type of budget used by your organization

Do you think that poor accounting system is not the major problem of your management 

Do you think that poor accounting system does not aid management of your organization in the decision making, process?
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