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«The evidence suggests that the percentage of Managers using the budgetany in-

formation is low since out of the sixty managers studied, only twenty eight use the in-
formation.

Moreover, only six managers use the information in accordance with the theori-
tical model of use (nearly10%a very low percentage indeed)»
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Dew & Gee discovered that many middle managers made little or no use of the
management accounting imformation provided to them.
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«It is found that almost half of the items of control information received by mid-
dle managers are not used to any extent by them».
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«A growing body of research evidence indictes that the contribution of manage-

ment accounting to the effecient and effective operation of businers organisation
could be increased through attention to behavioral consideratidons».
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«The central function of the management control system is to motivate operating
managers to take decisions which are consistent with the overall objectives of the

organisation, and that the management accounting system makes an important con-
tribution to this process».
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«It is now widely recognised that the principal purpose of Accounting is to influ-
ence action i.e. the behaviour of others».
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«Budgets are powerful behavioral tools and it is unlikely that consistently desir-

able results can be obtained from their use unless the accountants involved in the pro-
cess are aware of the behavioral implications of their work».
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«Systematic study of the organisational aspects of accounting control is a relative-
ly recent phemomenon. However, it is now recognised that the successful design, im-
plementation, and operation of an accounting information system requires a consid-
eration of the way in which people will respond to it. Further, it is becoming evident
that the operation of the accounting systems and the use of accounting information is
an organisational process worth of study in its own right».
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«The performance of a particular act requires both desire and ability. Motivation
refers to the first of these two requirements and involves the needs, desires and goals
which represent major determinants of behaviour».
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«Effective motivation results from motivators which give the individual a sense of
personal accomplishment through the challenge of the job itself».
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«The desire to be challenged and to be innovative».
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Effort - performance Expectancy
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Performance - outcome Expectancy
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«A crucial factor in motivating and controlling the performance of the individuals
within the organisation is the ability to encourage goal congruence, i.e. to create
situations in which each individual in attempting to satisfy his own needs, will be mak-
ing the greatest possible contribution to the accomplishment of the goals of the orga-
nisation».
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«Money is important, but beyond a certain point it is likely that concentrating on
organisation policies and practices which contribute to self-respect and self-actualiza-
tion such as job enrichment, management by self-control, and participative leadership
may provide better motivation for individuals who are already well compensated».
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«Since both management accounting and financial accounting are user-oriented,




accountants cannot avoid the mecessity of learning more about the perceptions of the
users, and the influence those perceptions may have on behaviour».
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Practical; attainable and represent a reasonable challenge to budget participants.
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«Managers conciously and intentionally create and bargain for organisational
slack. Managers are motivated to achieve two sets of goals - the firm’s goals and their

St e



personal goals. To maximize personal goals while achieving the goals of the firm re-
quires a slack environment. This suggests that managers intentionally create slack».
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«53% of the respondents admit incorporating slack into proposed budgetary fi-
gures, while 42% of the respondents were adopting other ways of protecting their
budget figures such as: lobbying and arguments, the use of personal relationships, and
the use of the inditect power of a third party. The powerful members are seen as not
needing to protect their budgets by incorporating slack, but they are seen as being

able to obtain exactly what they want by using their personal and. organisational
power».
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«These experiments support the hypothesis that with . introducing the concept of
participation, bias becomes a common phenomenon in industries».
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«The success of participation in its traditional way depends significantly upon the
situation itself, the style of leadership practised in the organisation and the power dis-
tribution among budgetees».
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«Some degree of power is an essential pre-requisite for effective participation».
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«When participation is not supported by power, participation is not capable of
having a real influence, and then the result may correspond to what Argyris called
«Psuedo _participation. sy
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«1. The reward system of the firm which gave both monetary and status rewards
to those who performed well against the budget. This led to \downward bias of sales

forecasts so as to give a lower standard against which managers’ performance would
be evaluated.

2. The influence of recent compaiy practice which had encouraged the submis-
sion of optimistic forecasts.

3. The insecurity of some managers who felt compelled to buy time by giving
urealistically high forecasts when their past performance had been evaluated as un-
satisfactory by company standards.

Counter bias by the superior managers did occur but had only limited success in
compensating for the original bias».
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«There must be adequate involvement and participation by managers in setting
up control systems in which, as far as possible, employees should have clearly defined
objectives, feedback on the extent which they are achieving these objectives and a
system and environment which encourages self-control and self-discipline rather than
reliance on a rather crude system based on control through fear of punishment and ex-
pectation of reward. There must be a greater readiness on the part of the accountant
to disiminate the information throughout the organisation».
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«It is in the best interest of organisations to try to meet the esteem and self-
actualization needs of their participants by making tasks more challenging and giving
individuals a greater sense of responsibility. One approach is the use of participa-

tion».
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«First, it helps to provide the challenge and sense of responsibility and second
that it increases the probability that the goals of the budget will be internalized by the
involved individuals i.e. that they will accept these goals as their own».
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Searfoss, and Manckza®D suggested a positive relationship between participation
and motivation in the U.X., U.S.A., and Canada.

— Y —




feu oS ol lal) ddels

l__!j_-ka:.s‘ CJUjbl‘ R,L:«U L;J.»O:—(rr))llu.il_, L_SJ:-’- QJ'-’-JJ:SJ'H Lﬂ\).}&&k;w_’
el Gy o DS 8 e of gy SIL Lpliall Ll (8 Y iy Jadasald sbols
Ayl Sl el el e domgy Y basluakind 05 85,0 0 le

1Sl Gl e 4 & il St a5 plastal pe e

d,l R_BLJ‘YLJ (o399 :L:a’t.: 3)\.3}‘ CL.‘.S\ J):i_, dLﬁL\é&.ﬂ\_’ ru:..ﬂ :l?a’t.: an.H ua.ib
el la OF ol a praaily  pladdl doies LS @I &l dlaglt 22t ol o012
Ll Sl a5 e AU UL o daxes @ Nl sty JSon G il
NFCRIRCSTIRSIEY (NPT L_;M 1Y s g_é“

‘_}LL_::.J‘ Q}TR’UMYH’TQJM|WMﬂJw‘ oJ_AOf.'al
PO 1P P R P JU 1A S U = [ AT O ST
IPE I BYWiPEP Y D R P RGBS IR ER R PRCAUSS-A 78

o o Al LS, am G M ol s § d aale] pae el Y Gl
G UVl I Lol o iy Le ol il 4y oa bl Ol prdl (0 38 Sogd
s‘.ﬁ?‘r.._._.ﬁ

ilels e Juls IS nadly s Gedl o ptlt OF B30l auh,ul v sl U3
Ol (g5 Lyl od SIS, 20l 0 V¥V, 0 013 o ptlS 3 (§ Badall & il Sl

Y s § Lol SULIE plasiaal plaza¥l pde Jo dul,all 238 Js S

sl slief § VS ol Ll

bl OF Lm S il b 2l Jaw It 515 YL, O gudekiall Ol ity

ol g Le BT ile diay Gl Ay il sl ll o s sl 3 e 0 p052 5!
REIRTY | OV VR P o

LS, o 850531 313 s b 1 pnd Sin OF £l o st 13y

23 pe Oy &l Ui e el 3 a5l @ G o Ob 43,501 deliall

— ey —




O35 45 e ALl G gy il g gl pas 5l W U] (0% 5 Edmdll SLLL
gl i Jiy Y1 e Bt 3 5h )

Lalowy Lot 30l e G L3 &\,_;d\uanon‘;.u.xsu,mw@.\sj
Jalgndl any Of il |5 & il uu,.urhawu&w,, ety dyult
e b Laaf W as iy el Q,L.Jb ety Lalt 250501 Ll da )y Jie L)1)
Bl el e

Fls V1 4l U 3 paiS A sl

Aeld b B M5 Gy Jarhasndl o ool 3 gl 1) S5 sl
doits o AT G b e G BUN Ll 2l slte] Gy b 8 Gty Jadasll
e

Jlrar Bl gt (o 155 (552 OF Ay 6 Jtionald 15 e Wikl O S
\_,).Liic')\:d\»&m dL—’)u—“éy Y;b?\yqjﬂq&;;ﬁlﬂf é?uig\lai«ib}
LB g e Jizedl § S e L2

L;,_ZQTJUL LB Al 3£ T e (giladt dos OF g S s ey
L.AL»TJJ_}A.@-L:UAMJ‘}M u:r.l& dLNLSJ\CL“‘J‘ uyu\'uﬂw}u‘«bj}\ \).\5
oV T i) Lol 0955 Sl Ll Ao s Ly bl oYl L.:«‘,.,a}.a

Of Luly By . Lgmdl ay s NI LS 3 &l domy LU 5,5 ey
Reasonable in Latdos 3 & e b Wi C3lS Lo 13] &5 e 46, 0 0S5 gl
.Random in movement o S o4 i3y extent

G oSl Ll el ¥t Gt 88 Lo a1 i1 s oy
Lglns 090 Cuou el CILIL A6 pme Dbl ,ouil ae c..: bl s clalgl
el L..,JAA..)bl\ef:mL,.dub\Jm)Ud,J-\C)»J.\d)ﬁ@u.aa.“

OF S Yy ez YL 5y fud u,_, all e @bl ¥l s 4 ) s
of i 3 Alathl 1eis e Aghudl Ldiesdt 1Y) Adsfame prmnas SISV o 38 )
. é)\:y‘ w\;.ll @j}-u c»AJ \Y&ﬂ)w\ ('..3-1.35_5 Qb\ﬁy‘ e.l.hj..a;-

23] pey ol Jald OF Sl Cluhadl @l ol 43 1

_\.2_




v AR e 3SR v Tt B

o2kt s bl abls o U 1205 35 355000 5500 Jadll 4531 e LI
L}j;..i‘ V-é‘j&" L_).:.“ H}})}

130 V] s OF S Y oW1 48 U #3508 Ladasuall B30T Ll jed 1 ey
C_,.AJS.,LSJJ\ b, of 3 &l ﬁ)[ﬁﬂ‘ bl g et SUL Qj.g_.i._.ﬁ;:.‘\ Q}Jz.ﬂi r.\.‘;u‘w:\
Lo 13 L 3T e il ST padl a0 Bl sV e Gy b e Al il

o 3y Sl e sl 0l ety OT & ol el ot Gl

‘;;,;erg}suiﬁot% PRV ‘54,,\”4.3,_5\)*@,@&,&&5;,.(..&@
Lo pllly s e IS Sy, o Lol a2l ) Aol soe O 22 Yy b
ol 5,06 o dazng 1 OF Ll s Yy 0 gzl 05l L] ooy (301 mlal
ol s g};} o~ w‘ 4:5}&9 J;j @}.:.“ JSL.'-'..A r.e} L..; Zj‘by‘}.n E-G—’}J-_’.JEJ;
ilg] s b el oot OF 0 ol gl g b SIS LS - 2
el Sl o e adels

ol slastl oo Gy Al e (g5l N1 onloeald BuJall Bl A 1y
g el Wl 550531 3] s Vol il pdeies

oy cnlonll Gy S sy e dele il 5 Jacll o Of LS Y,
('-A dng}fﬁjdr_@}w rJ& IRLPR R Witi]

adst o pddy sl pnity g2 4 ) 85550 e bl i OF 03] cd
£ el Ll 50 Ly 0 M5 e s Y Al

sl ghy gadl Lia MCaplan 45 s

«Management accounting systems which reflect the attitude of ‘watchdog’ by
criticising the actions of others and placing responsibility for failures to achieve cer-
tain desired levels of performance. Management accounting systems which reflect
such an attitude are bound to be a significant source of frustration and conflict within
an organisation».
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«The evidence of the present study has shown that when management accoun-
tants try to protect their traditional powerful role within the context of a participative
scheme, the conflict between staff and line will be great. In contrast, however other
evidence has indicated that when management accountants assumed a different role
characterised by friendship, co-operation, good communication, teaching and assist-
ance, mutual respect and favourable attitudes towards the budgets and budgeting re-
sults».
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«The traditional model represents a view of behaviour which is relatively com-
mon in practice and underlies much of what has been written and taught about
accounting in the past».
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“It is common practice for departments within an organisation to be in a state of
competition with each other for funds, recognition, authority. and so forth. In such
cases, it is not very likely that the cooperative efforts necessary to overall effeciency

will be furthered by an accounting system which emphasizes and perhaps even fosters
interdepartmental conflict”.
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“The entire philosophy of traditional management accounting must be
broadened to corporate the general outlook of modern organisation theory with re-
spect to human behaviour in business organisations. This outlook concentrates on the
social and psychological needs and limitations of organisation participants, as well as
on the economic considerations presently emphasised by management accounting”.
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(a) it either ignores human behaviour or utilize absolute theories of human be-
haviour.

(b) it ignores the value of human assets and the changes in the psychological state of
the human organisation.

(c) itis punitive rather than supportive.

(d) it tends to encourage a closed attitude of mind on the part of management.
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“The core of the budgeting problem was undue pressure. This pressure was
caused by the opinion of both top management and the accounting staff that the em-
ployees were inherently lazy. As a consequence the accounting system was viewed
with great suspicion and distrust and there was a general feeling of hostility and con-
flict between line managers and accountants””.
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“The experimental data suggests that a budget will have the optimum effect upon
motivation where there is sufficient margin within the system for budget fulfilment to
be seen as a sport or game. To create this game situation both a certain attitude on the
part of higher management and certain technical provisions within the budget system

are required, although it is the attitude of higher management to the budget system
that is crucial”.
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“The availability of information is in no way ensures its acceptance and oppropri-
ate use”.
:Hopwood a2 5
“Information is interpreted in accordance with the manager’s own personality,
and the social beliefs, pressures, and purposes of his environment. As a consequence

the final impact of the accountat’s activities is often problematic, differing radically
from his original intentions”.
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“The same formal budget system was used in radically different ways by different
senior managers with considerable effects on their subordinates behaviour. In essence
the budget was used by managers as a tool, a means of expressing a particular style
and philosophy of management and leadership..... An authoritarian approach de-
manded conformity in subordinate’s own management style, whereas a permissive
approach encouraged diversity. Yet the style of evaluation was aiso affected by the
external environment in which it has to operate and by the internal characteristics of
sub-units being evaluated.

Finally managerial behaviour depended upon the individual manager’s percep-
tions of how he was evaluated; perceptions which could differ considerably from the
style that was intended by his superior”.
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“The level of technical perfection of accounting information as well as human
and social factors are major determinants of managerial use of accounting informa-
tion. This indicates that accounting systems cannot be vicwed in technical or social
isolation™.
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“As much attitudual as technical on the part of management- perhaps with some
justification. In many cases top management suspect that accountant lack the overall
corporate pont of view- that they concentrate too much on the functional speciality of
accounting and give too little attention to user- information needs. They also suspect
accountants of being dragged into change instead of anticipating it”.
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“The main problem in widening the scope of the formal control information pro-
vided to middle managers in manufacturing companies would thus appear not to be
one of technology to be solved by designing new methods of measurement. Rather
the problem would seen to be attitudual one of persuading managers first to agree on
what are the most important aspects of particular jobs and second, to agree that new
types of control information could be of value”.

s oLl
“Managers responsible for the introduction of new types of control information
might be well advised to concentrate their efforts as much on pursuading other mana-

gers to accept the need for the new information as on perfecting that information from
a technical point of view””.
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“Budgetary control systems seem destined to remain an important feature of
organisational life, it is desireable they are used in a manner which is supportive of the
organisation’s activities rather than as a weapon in a battle between organisational

participants”.
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Behavioral Aspects of Budgetary
Control

Ali M. Rahim

The object of this paper is to present the bahavioral aspects of budgets as a model
for managerial control.

It introduces evidence that little use of budgetary information is ascertained in
practice. This is mainly due to ignorance of behavioral considerations. It presents a
brief discussion of motitation and expectation theories.

It discusses the principle of participation in budget'setting> and the problem of
budgetary slack.

It compares the traditional model of Control in contrast with the decision making
model. It discusses the use of budgets as a means of performan evaluation and pre-
sents a brief discussion of Islamic thought as regards budgets and standars in order to

stimulate self-control.

Finally it Commends several recommendations to enhance the effeciveness of the
budgetary control System in practice.
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