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gz‘:;:::: Th:: paper traces the existing Accounting.Systems in a selected Public Sector Undertakings (PSU), in

(NPSUMa) alrtl examines how far the systems are suitable for the New Public Sector Undertakings Management

accountir . cgncludes' that the current account-mg systems such as financial accounting, cost accounting, management

adopt an Igtan reporting sy'stems are not suntabl§ foF the effective and efficient management. It is suggested to

PSU i n egratf:d Accounting System (IAS), which is to be, developed to suit the needs of a specific PSU as each
is different in nature and a blanket system of accounting should not be applied.

—

INTRODUCTION

ACCounting is defined as "the art, science,
lrlllterpretation,‘ and organized method of recording
all the transactions affecting the financial condition
of a business or organization" (Jerry, 1983: 7).
Accounting is the tool of performance
measurement.
inf;ﬁr;co‘unting provid'es management with
b atllon for appropriate and timely decision
funct'g' tenables manag_emt?nt tg control various
rnannlons of the. organisation in an effective
Ny er. Accouptlng acts as a bridge between the
0 major functions of management, viz: planning
and control, since the information provided by the
accounting system is the vital force for
Sustenance of these two functions.

[ lanning ‘ Implementation —|Eomrol
| Accounting I

Figure 1: Chart showing the functions of accounting

Result l

In order to have an effective control system, the
existence of an appropriate accounting system is
a pre-requisite.

Public Sector Undertakings (PSUs)

The traditional public sector was "the segment of
the total economy that includes all levelsof

government and excludes business and house
holds (Jerry, 1983: 404). Later on, due to the social
requirements, governments entered into
commercial undertakings to provide essential
goods and services, called public sector
undertakings (PSUs). Most of the PSUs were
getting subsidies and mostly running on monopoly
status, the prices of the PSUs were not based on -
cost or quality management. Of late the PSUs
are meeting competition from some private sectors
such as provision of housing, transport services,
distribution of essential goods, etc. The
withdrawal of subsidies by government added
further more for PSUs to be managed more
effectively in business-like manner or purely
commercial considerations. There should be a
change in the PSUs management outlook, "general
attitudes both towards and within the public sector
which has resulted in the emergence of a new
managerial culture. This culture places greater
emphasis on economy, efficiency and
effectiveness in all spheres of the public sector
where services are delivered (Coombs & Jenkins,
1994: ix). This requires 'new' management tools
and techniques more so in action accountability
(Kenneth, 1997: 29) and business process
reengineering (Smith, 1994: 135). "The central
thrusts of the new public [sector] management
are that: public resources must be used efficiently;
public managers must be held accountable for
the use of the resources they consume; and public
organizations must be responsive to the growing
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demands of their ‘clients' and ‘customers' for high
quality services in the 'market place™ (David &
Sylvia, 1996: 26). "The changes in management
in the public sector are often described in the form
of lists of , old' ways and 'new' ways of managing"
(Norman, 1997: 3).

Since 1979 the boundary between the public
and private sectors has not only changed
significantly but has also become increasingly
blurred (Pendlebury, 1989: I) hence it is necessary
to change the approach of management in public
sector undertakings.

Public sector undertakings occupy a significant
place in the developing economies all over the
world for a variety of reasons. These
undertakings play an important role in an economy
in terms of provision of essential services, creation
of employment, development of basic
infrastructure, contribution to GDP, etc. PSUs
operate in different political, economic and social
environments depending on the country in which
they are operating. Again, each PSU operates in
a distinct business environment within the same
country. It is therefore, necessary to recognise
the distinct factors that will influence the
operational and financial e fficiency of each
undertaking, in order to manage these enterprises
in an efficient and effective manner. One way of
recognising these influencing factors is by
developing and adopting an accounting system,
which will serve the purpose meaningfully. Such
recognition can be ensured by developing and
adopting an accounting system which will truly
reflect the effect of all such influencing factors,
as the accounting system works as a mirror in
which one can see what is happening in the
organisation and also to grasp how the things are

happening. "Accountants, auditors and financial
administrators are all involved in the changing
environment of public sector accounting" (Robert,
1980: xiii).

In this c ontext, the accounting systemis
understood as the system of recording
transactions and operations around the events in

such a way that will provide an opportunity to
view each operation and event in an analytical
and objective manner in relation to others to enable
management to assess or gauge its impact on the
overall operational and financial performance of
the organisation and to take appropriate
managerial decisions. Meigs & Meigs (1990: 5)
correctly stated that "an accounting system
consists of the methods and devices used by an
entity to keep track of its financial activities and
to summarize these activities in a manner useful
to decision makers."

An eftective accounting system can be
defined as an integration of different sub-systems
linked to objectives and disclosures, which enables
the management to take appropriate decisions.

The traditional accounting systems such as
accounting by cost centres (Jones and Pendlebury,
}989) and placing undue importance in measuring
inputs rather than output achievement (Farry,
1989) have to be changed. Jones and Pendlebury
(1?89: 23) advocated introducin g as many profit
or mvestment centres as possible in public sector
management.

The performance ofa new public sector
management (NPSM) can be effectively
improved through the responsibility accounting
system where the efficiency of the management
is measured through plans ( by budgets) and
actions (by actual results) of each responsibility
centre. There are four responsibility centres such
as cost center, revenue center, profit centre and
Investment center (Horngren et al,. 2000: 194).
In the NPSM, it is advocated to apply profit center
as the basis of accounting. In the profit center
system of accounting, the manager is accountable
for revenues and costs. The traditional accounting
system of application of cost center accounting
Where the manager is accountable for costs only,
is to be replaced by the profit centre system of
accounting in the NPSM.

In the light of the above, the accounting
systems ofa few Parastatals Bodies (PSUs) n
Botswana are taken as case study to see whether
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enal'];laccountmg systems are appropriate to

f '€ tll.e management to discharge their
nctions in a more sensible manner.

HYPOTHESES DEVELOPMENT

Hi: 1t is assumed that many of the public sector
undertakings in Botswana are maintaining
H .efff:ctive accounting systcms. }
2:Ttis contemplated that the so-calted cffective
i‘gCOgntlng systems are not suited to the
quirement of new public sector

H Management.

3: It is essential that accounting systems for
'the_ new public sector management should be
tailor-made' in accordance with the nature of

u the undertaking.

4: The effective accounting system will help
Management to achieve maximum value for
money.

RESEARCH DESIGN

‘ inssoéi? tlo test the abovg stated hypotheses, it is
aCCOunltz‘l to have an indepth study of the
undort lll(1‘g sysFems of a selected public sector
aCcoun?‘ Ings in order to loc.ate the type of
hecose ing systems presently in use. It is also
suit ary to test whe.ther these systems are

ed for the new public sector management.

(PS]I‘_}Jjeré are 27 publics egtqr u ndertakings
parastS)t 1ln Botswana consisting 7 financial
o 9a als (P-SUs),.II non-financial enterprises
Gou non-financial parastatal institutions
o ff-‘mm«?.nt Paper No.1, 2000). Qut of the 1
in f?ancwl pa.rastata]s, 4 undertakings operating
; 1fferent bLfsmess environments were selected

or conducting an in-depth study of their
accounting systems.

Sample Selection

Botswana Vaccine Institute (BVI), B otswana
Housing C orporation (BHC), Air Botswana
Corporation (ABC) and Botswana Agriculture
and Marketing Board (BAMB) which are diverse
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in nature and operating in different business
environments were selected at random for a
detailed study of their accounting systems.

Empirical Test of the Hypotheses

Botswana Vaccine Institute (BVI)BVlIis a
company incorporated under the Companies Act
in 1982 with the main objective of manufacturing
and distributing veterinary vaccines for the healthy
development of livestock industry in Botswana.
The subsidiary objective is to engage itself in
vaccines research. The company has been in
technical collaboration with Merial of France for
manufacturing of vaccines. Merial also assists
BVI in marketing their products under an
agreement.

BVI produces seven products and supplies
them to the domestic as well as international
markets. About 60% of its revenue emerges from
only one product 1. Foot and Mouth Disease
(FMD) vaccine. The effect of other products on
revenue earning is not significant as shown in
Table I, which portrays the financial position of

BVL

Table 1: Botswana Vaccine Instituie Product-wise revenue

percentage

Product name % of revenue
FMD Vaccine 60.0%
CBPP (Vaccine for cattle tongue disease) 15.0%
Anthrax 8.4%
Black quarters 5.5%
Rinderpest 2.6%
PPR and Trypameidiesum 2.5%
Rabisin 2.0%

Total revenue in percentage

Source: Compiled from BVI 1999 and 2000. Annual Reports

BVI faces two major problems such as increasing
the prices of its products and sales volumes.

Pricing
The international market forces determine the
prices of the products s upplied to overseas
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market. Hence, the scope for increasing the
revenue through price increases is very limited.
About 40% of their products are supplied to
Botswana market and the Government is the sole
buyer. As such the scope for realising higher
revenue by increasing prices for domestic sales
is also limited.

The company has engaged Merial of France
to market their products. At the same time, Merial
can also be a competitor in these markets in the
absence of marketing assignment. The situation
makes it difficult, either to increase the price or
to do away with the assistance of Merial. Another
peculiar situation in which BVI is caught is that
their sales volumes fluctuate with the outbreaks
ofmimal diseases, as the vaccine oft'-take will be
minimum in the absence of a disease outbreak.

Options for Improved Revenues

The first option available to BVI is to reduce its
expenditure by adopting a variety of cost-
reduction measures. This require an accounting
system, which can provide extremely detailed and
analytical expenditure figures. Then, one has to
examine the expenditure in terms of controllability
instead o f examining the variances b etween
budgeted figures and actual. This requires the
classification of various items of expenditure
based on their controllability rather than
functionality. Further, the company has to set the
standards for incurring expenditure for different
levels of production, which will enable
management to decide on the appropriate cost-
control and cost-reduction measures.

Secondly, BVI has to identify the areas of
wasteful expenditure and minimise the wastage
if not eliminated.

Thirdly, in their effort to improve capacity
utilisation, BVI has to increase their sales volume
by giving volume based discounts and price cuts,
This decision requires detailed information as to
their fixed costs and variable costs at different
levels o f production. Hence costs are to be
analysed with reference to capacity utilisation.

The management should know the extent of price
reduction possible, for higher quantities of
purchase orders received. The inducement of
price reduction is likely to yield increased orders.

Fourthly, appropriate product mix decisions will
contribute to the elevation of their bottom line.
This requires ascertainment of costs by product
in the form of wise and proper allocation and
apportionment of costs (in case of joint costs if
any). This will help to make production planning
in line with the profit planning. This will enable
the management to decide the most profitable
product mix, which will maximise total revenues.

Fifthly, BVI has to decide between their own
marketing effort and the Merial's marketing effort.
Though, this company is in existence for the last
20 years, it is still dependent upon Merial for
marketing their products.

The Accounting System of BVI

The Accounting system of BVI is ACCPAC-
based, capable of producing accounting
information leading to the preparation of balance
sheet, profit and loss account, cash flow statement
and certain comparative reports on expenditure
compared to the budget. BVT's present accounting
system provides for a simple functional
classification of expenditure like production costs,
administration costs, selling and distribution costs,
financial charges, etc.

To meet the challenges of NPSM, it is
suggested that based on its past experience BVI
has to identify the expenses into fixed, variable
and semi-variable. These expensesare tobe
identified product-wise so that the contribution
per unitcan be arrived at. T his enables the
management to pin-point the most d esirable
product for production.

With the help o f marginal c ost analysis,
appropriate product mix and pricing policy can
be decided, which would be in line with the
contemplated profit.

Cost control and cost reduction are the most
important tools for achieving higher profitability
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In any company in the event of their inability to
Increase sales volumes and to fetch remunerative
Product prices. Inits policy d ocument, the
Government o f Botswana ¢ learly states that
greate.r gmphasis is to be given to cost cutting
and raising productivity (National Development
Plan 8. 1997: 143). For this purpose, the
Management has to set expenditure standards for
each type of item and incorporate th.se standards
Into their annual and quarterly budgets. Further,
the. budgets are to be made in such a way that
Cstimates of expenditure and revenue are based
on the set standards for different levels of likely
PFOdL{ction for the year. This will provide for a
Meaningful comparison of actual achievement
With the estimates and to analyse the reasons for
Negative variances, which forms the basis for
TManagement action for improvements.
inf(])BVI's' present accounting system provides
rmation in the areas of sales, production and
other functjonal costs.
b Unfortunately, the above information provided
y thq system will neither enable management to
;Xermse cost control nor can it provide any clue
for cost reduction. The present accounting system
ISnot capable o f answering the following
questions, relevant for further managerial action.

* Which expenses are controllable by

. Mmanagement action?
Which are the most profitable products and

. which are those contributing to losses?
What are the break-even sales for the next
year at estimated prices of the different
products? What should be the break-even
sales at different combinations of prices and
product mix?

* What s the optimum product mix the company
has to adopt? .

* Which are the products, whose prices can be
slashed in order to increasethe sales volume?

¢ To what extent can price cuts or bulk orders
discounts be resorted to?

* Is the cost of research commensurate with

the results it is producing?
* What is the value of the results of research?
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+ Are the plant repairs avoidable? Are they
controllable? Why are they so high, being 50%
to 60% of the depreciation?

+ Will the replacement of certain equipment
reduce repairs? What is the cost of
replacement compared to the cost of repairs?

o When is a particular equipment to be replaced
in order to reduce the overall costs?

¢« What is the cost of idle labour and
administrative staff? W hat isthecostof
wastage of material?

"« Will there be any scope for improving the

capacity utilisation by balancing the capacity
of different equipments? (which are related
to each other).

The system will also not provide any information,
which leads the management to decide upon the
efficiency of any operations or activity. Hence
the scope for improvement in e fficiency by
management action is very limited. It is therefore,
necessary to revisit the information requirements
of the Management in the wake of these new
management initiatives. These requirements are
to be incorporated in their accounting systems.

Botswana Housing Corporation

Botswana Housing Corporation (BHC) is one of
the large public enterprises in Botswana, withan
investment of about a billion Pula (US $ 150
million), established under BHC Act, 1971. The
objectives of the Corporation are to provide the
housing needs of government, local authorities and
other persons. BHC has a mission "to develop
housing and o ther property interests and the
efficient promotion o f home ownership ina

manner that is commercially viable and
commensurate with national policy requirements”

(BHC Annual Report, 2000: 1). ‘

Since its inception up to the end of March
1999, the Corporation has constructed about 17
500 dwelling units and is holding a housing stock
of 16,082 at the end of March 2000. The
corporation employs 700 workers. It makes an
average employment of about one person per
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every 23 housing properties. The corporation does
not deal in the development o f c ommercial
properties and commercial complexes.

Financial Performance

The Corporation operated with marginal profits
up to 1993-94 and later, when it started
experiencing severe liquidity crisis and operating
losses, a financial restructuring exercise was
undertaken in 1996-97.

After the restructuring, the Corporation is able
to record profits for the years 1997-98 to present.
However, the Statutory Aud itors of the
Corporation have been issu ing a qualified report
for the last several years due to shortcomings in
the accounting systems.

Present Accounting System

The present accounting s ystem provides for
information leading to the preparation of annual
financial statements as required by the Statute,
viz. balance sheet, income statement, cash flow
statement and statement of changes in equity. The
system provides a break-up of income into rental
income, interest and fees receivable under Tenant
Purchase Scheme (TPS), interest and fees
receivable under Step Ownership Scheme (SOS);
gain on sale of housing properties, interest on
short-term deposits and other income (Table 2).
Further, in the expenditure side, it provides a
functional classification of expenditure, which can
be broken down into various elements of
expenditure. BHC identifies each functional
division as a cost centre such as management,
finance, human resources, internal audit, property
division, maintenance division, development and
technical, and regional office, etc.

Besides the above classification of
expenditure and income, the accounting system
provides for accounting for fixed assets, current
assets, capital and reserves and liabilities.

The financial position of BHC is given in
Appendix A. It can be seen from the appendix
that the return on average fixed assets employed

during 1997-98, 1998-99 and 1999-2000 is in the
order of 2.45%, 3.36% and 4.88% whereas, the
net profit ratio has risen from 16% in 1997-98 to
22% for the year 1999-2000. Similarly, the return
on equity has increased from 9.62% in 1997-98
to 13.7% for the year 1999-2000. Due to the
nature of the business and the capital structure
of the enterprise, these two indicators are not
relevant for the p erformance measurement.

Table 2: Botswana Housing Corporation Income Statement
Jor the year ended 31 March 2000

2000 1999
Income P'000 P'000
Rent receivable 132,360 132,179
Tenant purchase scheme-interest
and fees 13,507 8,411
Step ownership scheme-interest
and fees 659 239
Interest -short term deposits 9,481 6,936
Gain on sale of housing properties  2,7051 1,5450
Gain on sale of plant and equipment 221 -
Other income 7,902 4,302
191,181 167,517
Expenditure
Doubtful debts provision -rentals 6,659 3000
-other debtors - (457)
Interest on long term borrowings 53,937 58,884
Depreciation (housing properties) 22,828 23,915
(offices, depots, plant and equipment) 2,207 1,828

Loss on sale of plant and equipment - 154

Other operating expenditure 57,488 47,288
143119 134612
Less
Capitalisation (dev. costs) (2494)  (1402)
Capitalisation of borrowing costs:
-housing projects (1128) (804)
-offices, depots, plant and
equipment - 74
139,497 132,332
Operating surplus 51,684 35,185

Source: Botswana Housing Corporation. 1999 and 2000-
Annual Reports.

The minor increase in the return is to some extent
attributable to the increase in the rental tariffs,
instead of their operational efficiency. Before
1997-98, the corporation was incurring losses for
some time due to heavy debt servicing burden
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ar;iilizccumulation of arrears of rental income
junctu% er i}r}note c hances of recovery. At this
0fP250n’1‘1] e govemment ageed for conversion
s ofl ion loans into eq.ulty in two instalments
et © 1'cl:apltal restructuring plan. Though, this
roft 1 as to a great ex.tent improved its book
tis oy operational efficiency has not improved.
betmar ;r;ced by the ROCE, which is wavering
would 2}; /o and 10%. For a serious analyst, who
statut v101'131y fake the qualifications of the
ory auditors into account such as:

due to shortcomings in the accounting systems and
PTOCt?dures for the processing and recording of rental
re"3‘3'Pt8 in prior years and any consequent
Misstatement of rental receivables at 31 March 1999,
:;e have been unable to satisfy ourselves as to the

mpleteness and accuracy of the amounts shown in
fhe income statement for the current year as rental
iz:o;:; arlld the related p.rovision for doubtful debts"
loss s : 9r;tum on capital employed will be much

% (BHC Annual Report 2000,1).

Th : e

mai financial position indicates the inability of the

th agement to achieve operational efficiency of
€ enterprise.

Accounting T
ools fi : .
Efficiencyg or Improving Operational

gn? rrOlfthe reasons for thet inability of management
Como}:‘r?ve t.he operational e fficiency of the
g ation is lack of proper accounting tools.
infong;:isent accounting system provides
e tc.m on various aspects of the Corporation
oo itional flJnCtl(?nal way. For example, the
A n-:iis are ascenalr.led for feach cost centre
b ed on the functional })a51s or departmental
gene; ?uch as finance, auc'l.lt,.mamtenance, and
ore aca management, etc. Similarly, the revenues
S cumulated‘ for each c.:ategOI'y of activities,
— as rental income, interest, fees, Otber
dos ces, etc. Baswally, 1.ZhlS type of clasmﬁcat?on
: snot provide the basis for accurate estimation

nd their subsequent control. Instead of functional
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basis, or in addition to functional basis, the
accounting system should provide information
relating to each controllable Profit Centre.

In this context, it would be proper to treat each
housing property as a separate profit centre, and
a responsible o fficer should be allocated the
management of an appropriate number of profit
centres, viz., the housing properties. The allocation
of revenues and expenses should be made to each
profit centre. For each profit centre a separate
profile is required to be maintained as given in
Appendix B. Then it would be easily known, which
profit centre is contributing to the profits of the
organisation and how much. Then the reasons
for less or higher contribution, the reasons for
incurring of higher and lower costs as compared
to others and the reasons for positive/negative
variances from the budgeted figures of standard
costs/revenues can be easily analysed.

Such analysis can provide the required idea
as to what to control and how to control various
activities. The system also provides appropriate
data and information for f orward planning
including profit planning. The departmental costs
are hen allocated to the profit centres, according
to their actual contribution, in terms of number of

hours spent on each property, which is verified
by the profit centre’s heads. Hence, the efticiency
d the level of utilisation of the

of departments an
existing capacities can be determined. This will
reveal the over/under capacity utilisation and the
exact location of the idle resources lying in the
organisation.

A specific ofticer should be made responsible

for the collection of revenues, maintenance and

upkeep of all the properties entrusted to the officer.
y a profitcentre

The overall profit or loss incurred b
should determine the officer's performance and

rewards.
The proposed system will contribute to the

overall improvement in the financial and
operational performance of the corporation and
to enhance its intrinsic value in terms of
profitability and contribution to the exchequer.
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Air Botswana Corporation

Air Botswana Corporation (ABC) was
established in April 1988 under Air Botswana Act
(No.4, 1988) as a wholly-owned parastatal
corporation to operate commercial airlines. The
Corporation has been operating in losses from its
inception. By 1993- 94, the Corporation had an
accumulated loss of about P60million and in 1993-
94, the corporation failed to service the Public
Debt Service Fund (PDSF) loans due to severe
cash crisis. Government intervention by way of
writing-off of the PDSF loans of P75 million as
part of Air Botswana restructuring and a decision
to sell off one of its loss making aircraft, rescued
the Corporation. As a result, the company could
record profits as shown in Table 3 from 1996-97
to 1999-2000.

Table 3: Air Botswana Corporation Profits (P million)

Year Profit (loss) | Remarks

1996-97 | 3.00

1997-98 | 17.00

1998-99 | 24.00

1999-00 | 20.00 This profit is after extraordinary
items such as interest income
and its operating profit is only
P1.30 million

2000-01 | 8.30 This profit is after extraordinary
items such as interest income
etc and its operating loss is
P15.40 million

Source: Air Botswana Corporation Annual Reports (1996
-02001).

In addition to the general characteristics of air
transport such as "unutilised capacity as a
wasteful capacity, capacity can neither be stored
nor transferred, influence of feeder lines, influence
of size of the air craft, international agreements
on the price, imbalanced capital structure and
dependence on government” (Bonu 1993, 894).
Air Botswana Corporation has an i mportant
character such as very fast growth of
expenditure, compared to sales/revenue as well
as the problem of capacity utilisation. It is,
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therefore, necessary to have an accounting
system, which can help control expenditure and /
or reduce expenditure, increase capacity
utilisation. This will contribute to the improved
profitability and enhanced value of the company
and will make the situation conducive to the
smooth and meaningful privatisation process,
which is currently in place.

Examination of the current accounting system
is essential to identify whether the accounting
systems cater to the needs of the better
management.

Current Accounting Systems

The current accounting s ystems provide the
conventional information as to the various
expenses and the revenues that help to prepare
financial statements such as income statement,
balance sheet and cash flow statement. T he
expenditure classification disclosed in the income
statement indicates that the information disclosed
is neither useful nor does it serve any control
purpose. Further, the classification is confusing
as it shows fixed costs, variable costs and indirect
costs. It does not classify the indirect costs into
fixed and variable (Table 4). It is also confusing

bec.ause the fixed costs are not fixed for any
period.

Table 4: Air Botswana Corporation Income Statement for
the year ended 31 March 200] (P’000)

Nature of the item 2000-01 | 1999-00
Revenue. 98,988 89,871
Variable costs (51,612) | (37.419)
Fixed costs (28,364) | (19,702)
Indirect expenses (34,361) | (31,428)
Operating income before interest (15,349) 1,322
Non-operating income (13,555) | 14,010
(Loss)/income before interest (1,794) | 15332
Net interest income 10,096 4,406
Income for the year before taxation| 8,302 19,738
Taxation -

Extraordinary item -

Net income for the year 8,302 | 68,723

Source: Air Botswana Corporation Annual Reports, 1999-
2001.
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o iiit elstl.lecessary for Air Botswana Corporation
Suitabrll ify the key areas of control and develop
ap € accounting systems, which can provide
mflzopngte information required to i mprove
info;nge'na] effe':ctlveness. At present the
does nattlon' provided by the accounting system
COnm'bo _giveany clue as to which route is
conuibuqng profit or loss or which aircraft is
Systemlclltmg to the profit/loss. The accounting
the o oes not re\(eal the capacity utilisation of
costs ‘Craft. There is no way to find out the total
oy mvolvgd for each trip with a break up of
‘i and variable costs etc.

for ;a::shlae’ice%‘sary to }cnow the total fixed costs
pricing d p/journey in order to take appropriate
impro%e :}clzlsmns or dlsqoynt .decisions, which will
maximisee tclilpamty utilisation and copsequently
Organisation, e turnover and profits of the
pro]fs‘:ih trip or journey should be treated as a
costs a entre 'and t%le relevant fixed and variable
partor :l:ertamed, instead of simply classifying a
AS pe lel overall expenses into fixed and variable.
Acco: i e Corporation's Annual Statements of
fixed nts (Table 4), most of the expenditure is
reVenum natulje. Hence, the break-even sales
an eaelper trip can be worked out. To achieve
mang rly break-even sales per trip, the
suchgement sl}ould adopt "various ticketing types
incmt?s family fa'res, standby 50% fares,
ticket ives to agencies by allotting a block of
o taks t(_) be sold !)y them at concession rate and
309) % risk of selling those tickets" (Bonu, 1993:
Conc- nlike pther PSUs in Botswana where "the
gy erned ministry acts as a pace setter in tariff
Xing and works as a mediator between the
ggzgmment, companies and consumers” (Bonu
Toon, 38) users association like International Air
& ;ﬂqurt A§soc1ation (IATA) has a say in tariff
ing in Air Botswana. The Corporaton can
CXtend discounts on particular routes on special
tl‘lps, in order to achieve the maximum capacity
utilisation. "A wide variety of fares best allows
an airline to maximize its revenue when travellers
have a variety of requirements. Savings in costs
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from a simple booking system thus have to be set
against losses in revenue" (David 1987, 20).

Further, the company should adopt a flexible
budgetary control system when budgeted costs
are based on standards set for eachtypeof
expenditure. This will reveal the actual efficiency
of operations as well as wastage of resources.
Further, flexible budgets provide for adopting a
more accurate overhead absorption rates.

Botswana Agriculture Marketing Board

Botswana Agriculture Marketing Board (BAMB)
is a parastatal body which came into existence
under Botswana Agricultural Marketing Board
Act 1974 with the objective of providing a stable
market with a guaranteed minimum price for
scheduled produce and to ensure efficient and
fair distribution. In addition, it has been entrusted
with the function of managing the government's
Strategic Gain Reserve (Sec. 10).

BAMB has been experiencing continuous
financial losses for many years. It had. an
accumulated loss of over P48 million at the end
of March 2000(BAMB, 2000 Annual Report),
against the Government's initial contribution of
about P22 million. Main reasons for sucha huge
Joss are: shrinking turnover year after year, under-
utilisation o f fixed assets, highd epreciation
charges, heavy maintenance expenditure, huge
fixed costs and large interest burden. As a
restructuring exercise, the Government of
Botswana wrote-off the unpaid interest on PDSF
loan and converted the loan into equity. Due to
this e xercise BAMB's a ccumulated loss was
reduced toP.7 million.BAMB also shows the total
revenue minus cost of goods sold, gross profit,
and administrative expenses besides financial
expenses. The information provided by the
accounts is not useful for managerial decision-

making (see Table 5).

Accounting Systems

Instead of following a simple budgetary control
system, the company should follow standard
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costing system tor major items of i dentified
expenditure. There is no system of controlling idle
labour c osts and c osts associated with idle
deposits. Therefore, it is necessary to re-design
the accounting sy stem and hold the specific
officers responsible/accountable for the
operations allotted to him. It is suggested to
introduce the profit centre accounting system.
Each manager is to be allocated with one or two
products and product-wise accounting system is
to be introduced. The fixed costs of the Board
have to be allocated based on the sales revenue

of each product.

Table 5: Botswana Agricultural Marketing Board Balance
Sheet as at 31 March 2001 (P)

2001 2000
ASSETS
Non-current assets
Property, plant and equipment [7,204,550 | 8,227,933
Current assets
Inventories 2,201,694 4,291,632
Receivables and prepayment |2,609,945 1,738,914
Cashand cash equivalents 11,565,222 4,398,116
163,771,361] 20,428,662
Total assets 23,581,711 | 28,656,595
EQUITY AND LIABILITIES
Capital and reserves
Government grants - 20,964,118
Government equity 26455061 -
Recallable capital 1,000,000 1,000,000
Accumulated loss (7393610) (48090975)
20061451 | (26126857)
Non-current liabilities
Interest bearing borrowings - 1393 556
Current liabilities
Interest bearing borrowings - 25,120, 082
Trade and other payables 3,520,260 | 28,269,814
3,520,260 53,389,896
Total equity and liabilities 23,581,711 | 28,656,595

Source: Botswana Agricultural Marketing Board, Annual

Report.. 2001.

Sales revenue has to be estimated early in
advance and the standards should be established.
Break-even sales will have to be calculated well
in advance for each product. The concerned

profit centre manager has to constantly monitor
the procurement of products and sales. Variances
are to be reported to the Board well in advance
to apply remedial measures.

The Board should have full information on the
quarterly results and the variance analysis. BAMB
has to adopt new public sector management with
induction of professionalism into management and
innovative planning.

CONCLUSIONS

The research revealed that the Public Sector
Undertakings in general are maintaining the
accounts as per the statutory requirements aiming
at production of annual accounts such as income
statements and balance sheets. These accounts
or financial statements do not meet the
requirement of the new public sector
management.

BVI has adopted an accounting system based
on ACCPAC, which is capable of producing
accounting information leading to the preparation
of balance sheet, profit and loss account, cash
flow statement and certain comparative reports
on quarterly revenue and expenditure vis-a-vis
their budgeted figures.

BHC's accounting system provides a break-
up of income, based on the elemental
classification of revenue transactions, such as
rental income, interest and fees receivable under
Tenant P urchase Scheme ( TPS), interest and
fees receivable under Step Ownership Scheme
(SOS), gain on sale of housing properties, interest
on short-term deposits and other income whereas,
expenditure is linked to functional cost centres:
such as finance, maintenance, internal audit, etc.
The income statements of A ir Botswana
Corporation do not serve any control purpose.
Further, the classification is confusing as it shows
fixed costs, variable costs and indirect costs. It
does not classify the indirect costs into fixed and
variable.

The information provided by the accounts of
BAMB is also not useful for managerial decision-
making, which could not provide any meaning full
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}ralgormatlon. There is no system of controlling idle
our costs and the costs associated with idle
depots.
g 1111 8ene§al the c!assiﬁcation of the expenditure
Sclosed in the income statements serve no
%‘lllgporsedfor management to control the expense.
o na}:uo uction of these'stfitements are historical
exenni re aTnd the analysis is only a 'post-mortem'
talr Sae. hese stat_ement‘s are neither useful for
oper agt i(?y Tanagf:rlal decisions on improving the
The ol ngfefﬁcnency nor for cqntrol purpose.
Variables‘Sl 1cation of expenses into ﬁ).ced and
is cont. Sls not cpmplete. Further, the cla§51ﬁcaﬁon
and g Ing as it shows fixed costs, variable costs
coste rect costs, It dogs not classify the indirect
nto fixed and variable.

SUGGESTIONS

i’;pl:n\’dliutj}rlgsﬁlas]ziﬁcation of various items of
functions. b ould be based on controllability than
stand dS urther, thf: company has to set the
differar s for incurring ‘the e xpenditure for
man ent levels of p_roductnon, which will enable
Contrglemem to decide upon the appropriate cost
ascerny and cost reduction measures. It has to
the arem expenses by product'and alsoto i'dci:nt.ify
the as of \.vasteful. e).cpendlture and minimize
the castag'e if not e11'mmated..It has to improve
volu n?p;Clty 'utlllsatlon and increase its sales
cuts Ie Yy giving volume based @scounts and price
deci" t has to adopt appropriate product mix
sions and their marketing decisions.

BHC has to treat each housing property as a
Separate profit centre, and each responsible
officer should be allocated the management of
an appropriate number of profit centres, viz.,
h0usmg properties. All the costs and revenues
Shopld be ascertained for each profit c entre,
which will reveal loss making centres so that
?e§§ons can be explored and corrective actions
Initiated.

ABC has to identity the key areas of control
and develop a suitable accounting system, which
can provide the appropriate information required
to improve the managerial effectiveness. The
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system should help to record and classify
expenditure and revenues with reference to each
return trip of the aircraft instead of recording the
same for each period.

BAMB has to estimate its revenue early in
advance and the standards should be established
for each expenditure item. Revenues and
expenses should be ascertained for each product-
line and for each depot so that break-even sales
for each product line and for each depot can be
ascertained. An appropriate sales-mix will have
to be calculated to maximise the contribution of
BAMB. The concerned profit centre manager
has to constantly monitor the procurement of the
products and sales. Variances are to be reported
to the Board well in advance to apply remedial
measures.

In the management of public sector
undertakings in Botswana, no one can adopt a
blanket accounting system to meet the needs of
new public sector management. The new public
sector management requires accounting tools,
which should be tailor-made to suit the peculiar
requirements of the enterprise under study. Then
the .accounting system adopted will help
management to achieve maximum value for the
money invested/spent.

It is suggested that public sector undertakings
in general should not go fora multiple accounting
systems, such as, financial accounting system,
cost accounting system, management accounting
and reporting system, etc. As far as possible, the
enterprise should adopt a s ingle integrated
accounting system (IAS), capable of
incorporating all the information needs of the new
public sector management. F urther, the accounting
system should be flexible enough to incorporate
future modifications or changes with minimum

effort.
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