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¥ O R E W O R D

After the oil ;ndust:y, the Iragi Cement Industry is cne of the
largest industries within the dominant public sector of the Iraqi.
economy, and its future development is vital to the wellbeing of the
country as a whole. IraQi State Industry as a whole faces management
problems caused by rapid growth within a still largely unindustrial
society., The aim of this thesis is 1) to specify these problems and
2) to bring the expertise and experiencevof the modern indﬁstrial
world to bear upon their solution. Howévér, neither the theory of
management control systems developed in the West, nor the Iragi State
industry in general or the Iraq Cement Public Co. in particular, exists
in a vacuum, and the transfer of western ideas to the social culture of
Iraq is no straightforward and easy matter. To make the intelligent
applicatioﬁ of these ideas possible it has been necessary'to relate the
management practices of the State industries and I.C.P.Co. in particular
to its present environment and past history, and similarly to relate
management experience and ideas briefly to current practice within the
nationalized industries in the U.K. and Zastern Europe., It is only upon
this broad basis that sensible recommendations can be made for the
future development of the Iraqi industry and specifically the I.C.P.Co.
and, as may be seen from Chapter VI, these recommendétibhs involve large
questions of social education just as mﬁch as adjustments within the
Company itself.

A work of this kind, involving a survey of the current theory
of management qqptrol systems, necessitates an extensive account of

the opinions and findings of others. Every attempt has been made

(1)



to cite the source of ideas culied and used, but the use to which
they have been put is, of course, my responsibility. The two field
investigations I have done into management practiges in the staté
industries of Ifaq as a whole, and the I,C.P.Co, are to provide;
the bases for Chapters II and IV, I am; however, personally res;
ponsible for the viewpoints I have presented or expressed through
the thesis, or {or the recomﬁendations summarised in Chapter VI for
the integration of deVeloped countries expertise into the fabric of
the I;C.P.Coa in particular and thus into the Iragi govermmenth

managerial policy and strategies.

(11)



SYNOPSTIS

As stated in the Foreword, this study foéuses on the problem
of finding ways to help in raising the efficiency of Irani State
Industry in general, and of the Irag Cement Public Company in
parficular, by applying appropriate concepts of management control,

In gpite of the new tools and systems of management control
now available, and despite the general recognition that has now been
given to many of the principles of management, nevertheless, very
little effort has been made by the top people employed in Iraqi
State Industries either to develop a unified concept of manesgement
control encompassing both new and traditional approaches, or to
formulate an integrated approach to all kinds and levels of control
situations and problems, The result hss been a scmewhat haphazard
approach to organising and operating a system of control within
state industry as well as in the Irag Cement Public Company. This
situation nas led to widespread frustratign and dissatisfaction
among the managers of these orgenisations,

This study attempts to provide some guide-lines for solving
these pfoblems. It is organised in the following way:

Chapter I is a summary review, which considers the background
of Iragi Industry from the economic and managerial. stendpoint,

Chapter II contains the results of field research in Irag,
condusted by interviewing several managers in seven different
Industrial State Companies, This research revealed that ineffic-
ient control systems are utilised by all the companies visited,

Chapter III is an analyfical survey of literature concerned

with the theory of ﬁanagement Control Systems, and with management

(111)



experience, This enables inferences to be drawn from the diffefence
between what is generally accepted in Management Control, and the
practices as testéd specifically in the Iragqi Cement Public

Company and in Iraqi Stgte Industry in general,

Chapter 1V déals with field research in the Iraq Cement
Public Companyov The eiamination of the current Management Control
Systems and the level of training given in the Company, showed that
there was a lack both of good control systems, and of adequately
trained personnel.

Chapter V focuses on the comparison between the principles and
experience drown from the survey of literature on Management Control
Systems (Chapter III), and the practical working of Manégement Control
Systems as ipdicated through the empirical researcn in the Irag Cement
Public Company (Chapter IV) and in Iraqi State Industry in general
(Chapters I and II). It was found that the practice at factory level
did not generally follow the principles laid down at = this. level,
but the differences between managerial practices in the Iragi policy and in the
State-owned industry of Eastérn Europe, are much smaller.,

Chapter VI summarises the study and offers my conclusions.

The general recommendation of this study is that the Company
should so develop its practices, that it may adapt modern principles
of management to suit its own environment, and moreover that it should
also create a climate which will stimulate the successful use of the

Control System it has adopted.

)



ACKNOWLEDGMENTS

In the process of research and of writing tﬁis thesis; I
have received help from numerous people. Mentioning them heie is
the least I can do to express my appreciation.

I wouid like to extend my gratitude to my sgpervisor; Mr,

Jeffrey Rackham, for his supervision and support., I am also
grateful to: Professor Charles Baker, Director of the Business School
for his constructive advice, and to Dr, Mike Reynolds, Directorlof
the Ph,D. programme, and Mr., Peter Manley! Director of the M.Sc?
programme for their comments and criticism, My gratitude to
Mr. John Machin, Dean-Designate of Faculty of Social Sciences for
his vital help in developing both the questions of Exibit one
and the questionnaire of the main study. The staif of Durham
University, Cﬁmputor Unit, especially Miss Judith Rattenbury, also
deser&e my thanks for their help in processing the data ani computaticns,
fﬁanks are due to the Iraqi Ministry of Higher Education and
Scientific Research fof the provision of Scholarship, without which,
the author could not do this work,

Over a hundred Iragi managers in several Iraqi public industrial
organisations took thevtime and troublerto answer my questions, and to
£i1l1 ouf the questionnaires, énd I would like to express my gratitude
to them,

This thesis would not have been completed if it had not been
for my understanding wife, Awatef, who managed to prod me to completion,
and to our daughters, Dalia, Dina and Hala, who inspite of their

troublesome ways, were an incentive fcr me to work.

\\A ' Ceorge Y. Halaby
26th June, 1978

(V)



CHAPTER 1.,

INTRODUCTTION

The cement industrv has now become the second largest industry
in Irag. 4s a background to'my study of it, I will in this chapter,
discuss the Government's efforts to develop the economy and promote
better mznagement of state industry since nationalisation. The
chaptep includes a bhrief description of how the public sector was
established, including details of'the establishment and growth of
the cement industry. There is a discussion of thé investment
progranme, whicﬁ was assisted by the vast increase in revenues,
esvecially after the nationalisation of the foreign oil Companiess,
The GCovernment's attitude towards the management of the public
seciof is discussed, and an examination made of the reasons which
persuaded the Government to establish a public sector. A study is
made of howv the public sector itself sees the role of management

Control, and the current educational situation in Iraqe.

1. The Backoround of the Cement Industry

The cement industrv in Iraq was established in 1936 when the

Iragi Cement Commany was founded with a canital of two hundred

(1)

thousand Iraqi Dinars . However, the Secona world *ar prevented

the comvletion of the building of the plant, so actual production

o (2)

cormmended in the middle‘of October, 194
: AN

80 thousand tonnes annually.

with an output of

(1)



The Company undertook to double its output by setting up three
- other kilns, which were completed in 1952, 1953 and 1955 resvpectively.
The overall output. therefore then reached around 400 thousand tonnes

anually.

The growth in output was reflected in an increase in company
canital which, by October 195, amounted to ID,1,250,000 and by
August 1955 amounted to ID,1,750,000. By 1962, just prior to nation-
alisation, output had reached ID,2,625,000. The period between the
vears 1953 and 1955 saw an important development in the Iraqi Cement
industry. Since then it has begun to produce two new types of Portland
Cement, sulphate resisting cement, and the low heat cement, in addition
to the ordinary one. As a result of the rapid exvansion of buildiﬁg
activities and the increase in local demand, some businessmen in Mosul
city decided to estaklish the Rafiidain Cement Company. Badoosh village
was chosen for the site of its factory, which commenced oproduction in
1956 with two kilns, with a production capacity amounting to 200 thousand

(3)

tonnes annually The success which was achieved by the first Company

and the profit realised by(the second compary, was responsible for at-
tracting private investors to this develdping industry, Thus the Furat Cement
Company and the United Cement Company were established. The factories
commenced oroduction in 1957 and 1959 respectively. The production

capacity of each of them is about 200 thousand tonnes annwally, making

the Iraqi capacity arounud one million tonnes annually by the late 1950's.



The Iragi Government (through the Development Board in 1956)
had also founded two other cement factories, to provide for the
needs of the Developmént Board's projecté in the northern region,
and particularly for the dams and barrages. The first is located
in Serchinar, the the other in Banmam al-Aleel. The production
capacity of each is between 100-200 thousand tonnes ammwmlly.

The Government played such an important role even in early days,
before naticnalisation, which took effect an the lith July 1964,
because of;

(a) 1lack of private capital to invest in suck lerge project,
especially in the northern region, where the State nceded the cement

 urgently to build dams and barrages.

(b) Inability of the private sector to secure encugh competent

managerial versonnel to run the project.

(¢) The Government's wish not to be dependent upon the vrivate

sector to supply the exvanded state structural projects.
(d) Desire of the Government to co-ordinate projects.

(e) Political objective of the Government, wanting control over

the commanding heights of the economy.

The State cerent factory of Serchinar commenced production in
1957, while the production of Hamnam al-Aleel cement factory was
delayed until the year 1962. Since then the production capacity
of Iraqg has been estimated at 1.25 million (ore and a quarter
million) tonnes qgfually, and the caoital invested in this industry
has exceeded lZ,SOo;bOO\KtWelve million, five hundred thousand

\

(L)

Dinars).

(3)



On the lith July, 1964, the Iraqi Government, according to Law
No. 99 of 1964, nationalised all banks, insurance, reinsurance companies,
major commercial companies and major industrial companies,; including
4the cement industry, and founded the "State Establishment of Industry",

which was to regulate and control the industrial sector.

The Iraqi Government took this measure because it felt that
a strong and independent economy needed a sound industrial base, and
a national outlook that would ensure industrial growth and serve
the interests of the masses. Because of the eariier neglect of
industry and the dominance of foreign monopolies in the financial
trading sectors of Ir2q, domestic private enterpreneurial capabilities
had not deveioped sufficiently to meet the challenges of Iraq's jump
into the industrial sphere. As the principle of social justice re-
quired the dis-establishment of private monopolies, which would come
to dominate the social and political life of the Country, so it was

inevitable that the public sector would play a big role.

A few months after the nationalisation took place; and before
the end of year 196), the Furat Cement Company, the Iraq Cement
Company and the United Cement Company were merged, forming the
Iraq Cement Public Company. The Rafidain Cement Company and
Hammam al-Aleel Cement Administration were merged in 1965 to form

one company, the Mosual Cement Public Company. It was decided
to merge Irag's cement cohpanies into large units as figure No. 1

shows, forr the following reasons:
AN

(4)



(a) The geogranhical closeness in location of the merger

companies meant that administrative costs could be reduced.

(b) Each of the merger companies has technical expertise
in production; sales, distribution or the purchase of raw materials
from local or international markets. This will help in raising
the productivity of the merged cement companies, as they complimented

each other.

(¢) It was also felt that after the merger, the individual
companies could become more efficient in fulfilling both their
intefnal and external market obligations,; by co-ordinating their
efforts to achieve this objective,than if they had remained

indenendent.

The Companies before the The Companies after the
Merger Merger

Iraq Cemeat Comoany )
Furat Cement Company ) The Iraq Cement
United Cement Company ) Public Company

Rafidain Cement Company )

The Mosul Cement
Harmam al-ileel Cement ) X
Company Public Company
Serchinar Cement . Serchinar Cement
Company Company

Figure No. 1o

The thriving activities of the building construction industry
at home end the continuous increase in demand for Iragi cement

abroad led to steady increase in production capacity in the 1960ts
N,

and 1970's,

(5)



As a start, production was doubléd at the Furat factory in 1969,
reaching 400 thousand ﬁonnes annually. A much iarger expansion was .
also undertaken, including the doubling of the outputs of the
Serchinar factory and the Hammam al-Aleel factory, resulting in a
total output of up to 200 thcusand tonnes annually at each factory.
This coal was realised in 1973, Another exvansion to the Furat
Cement factory was also carried out in the middle of 1974, adding
about half a million tonnes to make the total capacity to about

903 thousand tonnes. This was achieved by making it possible for
the clinker production stage to take vlace at the Samawah siﬁe,
while grinding and filling could be completed at Um Qasr‘, thus
facilitating export operations to the Arab gulf. The exvansion
policies have also included the establishment of new production
vnits. Cement factories have been founded in the cities of Kufa
and Falluja, vith a combined output of 200 thousand tonnes annually.
The ¥ufa factory started produ?tion in September 197}, whilz the
Fallvja factory vims operating by the beginning of 1975. Hence the
overall volume of cement capacity todey amounts to almost 2.7 million

tonnes annually, (see fizure No. 2).

The Government, through the Planning Council, decided in the
middle of 197), on a2 number of nroposals affecting the Cement industry,

(6)

which are detailed below.

1. To exvand the Falluja Cement factory by adding two kilns of
200,000 tonnes cevacity. These were to replace the old No. 2 kiln of

the Baghdad fectory, whose capacity was 100,000 tonnese

N
“ . . 1 ~
An Iraoil vort on the ~lf.

(6)



This develonment was to be comoleted before the end of 1975. The
rest of the %ilns in the Baghdad factory will probably be demolished

in 1990, and the factory will begin to specialisz in milling.

2. To expand the Rafidain Cement faétory by adding a kiln

of 200,000 tonnes ammal capacity.

3. To expand the Harmam al-ileel Cement factory by adding a

kiln of 500,000 tonnes annual cavacity.

L. To construct the new ¥ufa Cement »roject beside the existing
plant, with an annual capacity of 2,000,000 tomnes, provided by L
kilns of 500,000 tonnes annual cavecity each. The Govermment started

to construct such over-stardard size %ilns, as these would lsad to

a decrease in the costs of %iln productivity. A »nlan was published
showing the develonment of the nrojected capacity of the cement

industry until 1930,

The Traci zement industrv was cdeveloped at a rapid vace under

the plan, with oraduction increasing from 2.7 million tonnes to about

6 million tonnes by the end of 1978 (7)w
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The average ammual consumption of cement in Irag will be close
to that of the industrialised countries, approafhinz 200 kg. per head

30 (8>. The industry will be able to taxe its -

of population in 19
place in suoplving the requiréments of national development projects.
Local demand will be in the region of 3 million tonnes per year from
1980, and in the exvort fizld the cement industry will aim to export

a further 3 million tonnes by the same date K9).

2. The mole of the cement indmustrv in the economv of Irage.

The Iraagi cement industry is considered one of the largest and
most develoved nrocessing industries in the country, apart from the
vetroleum industry. The size of the workforce in the three state
cement industries was 3,500 persons by the middle of 1973, and the
amount of total sales for the fiscal yvear 1972-73 was about ID.12.
million, while the annual outpubt of this industry was, by 1973,
around 2.1 million tonnes. Iloreover, cement products are second
onlvy to petroleunm §roducts in Irag's industrial exports, and in

some vears cement exports have amounted to 500 thousand tonnes.

The Iraci cement industry has had no orcblem in selling its

products since the beginning of its production, both domestically

and in export markets. In 1951 Iraq started to export its cement

to foreisn markets, initially to the Gulf states, with 20 thousand
tonnes going to XKuwait. In 1952-5l the cement exnort stonped,

- because of the high local demand as 2 result of construction activities

in the country, and in the bezirning of 1955 Irac even had to import

N
N\

69 thousand tonnes. In 1956 the situation chanzed, allowing the
exnort, of 33 thousand tomnes from surnlus nroduction, as a result of
beginning products of the Rafiidain Cement Conpany in Mosul, and the

comoletion of the Irac Cement Company exnansion.

(9)



The founding of the "Cement Selling Burean", in_accordénce with

Law No. L1 of 1951, regulating the cement irade, has had its effect
on the adjiustment of local consumption, and has brought about the
merging of a1l the cement prodﬁction in a domestic cartel to :

“regnlate the distribution of cement in the local marﬁet, The

Burean is vart of the state organisation for construction industries,
and has offices in every opublic cement company. Zxports of Iraqi
cement are not contreclled by the same reculation as that used in

the home maret. Control of export is carried out by the State

Exnort Organisation, vart of the Ministry of Trade.

The cement industry has, in general, tended to escalate, as
a result of increased activities in the building industry ard the
increase in governmental demand as large dcvelopiﬁg nrojects were
implemented. There is li%ewise an exnansion in the usage of cement
in the various constructinon irdustries. For examnle, in the manu-
facturing of vanels, aébestos, pipes, floor tiles, mosaic, concrete

blocks and pipes and sther similar nroducts.

Althonch there has been mostly a rising local demand for cement,

o]

there rave heen considerable fluctuations, in 1957 for instance, output
of the cement cormanies was well in excess of local consumption,

which ultimately caused a crisis of woroduction disposal, as a result
of “eening tre cenent factories working at full capacity. This situ-
ation culminated during the vears 1959 and 1960. In consequence,

the nrivate counanies and public factories started to co-ordinate

their efforts, aiming at exmanding the external marksts for cement.

N

- (10)



Prices were reduéed and the low price and high quality of the product
meart that it soon started selling well overseas. Cement is, however,
a heavy material to transport, which increases costs, but most of
the countries which buy Iraqi cement are nearby in the Gulf. This
Jocation helps the export operations. The increase in the export
quantities continued progressively, until it reached its peak in
1967-68, when more than half a million tonhes of cement were
exported. This increase in cement export was not the result
of the development of new markets however, but a consequence of
increasing demand in the traditional markets of the gulf. Nor
were exports given nriority over domestic consumption reguirements.
Consequently, when dcmestic consurmption rose in the late 1960's
the exvort of cement decreased in contrast to the year 1967-68.
About 342 thousand tonnes were exported in 1958-69, and 316
thousand tonnes in 1969-70. Great importance was attached to
the increase of the volume of production in the begirning of
1970 in order to meet the increased demands of local and foreign
markets. Hence exports increased to 352 thousand tornes in 1970-71
and to 354 thousand tonnes in 1971-72. The export of clinker and
cement (unground cement) increased during the years 1972-73 and
1973-7L, when it reached 399 thbusand tornes and 491 thousand tonnes

respectively (see figure No. 3).



Il
T

The major . countries to which Iraq exported it's cement are, .

in order of export quantities: Xuwait, the United Arab Emirate,

Saudi Arabia, Egypt; Syria, Jordan, Pakistan, Srilanka and Iren.

The previous expectation about the internal consumption of local

cement, before the last 197) construction boom; was around

2 million tonnes in 1980, with one million tonnes as the export

target for the same year.

Thus the previous goal for cement

productivity capacities was three million tonnes by the end of

the seventies (ll).

The actual exrorted guantities of clinker

and cement in thousand tonnes

1963 | 1964 | 1965 19641 1967 | 1965 | 1959 | 1970 1971| 1972 | 1973
Years to to to to to to to to to to to
1964 | 1965| 1966 19571 1953 | 1Yoy | 1470 | 1971 1972| 1273 | 197.,
Quantities | 316 | 373 | 458 | 395 | 527 | 242 |2316 |352 | 254 | 399 L91
The Change |- 100 .120 145 125 167 103 | 100 111 | 112 | 126 -| 155
A |
| Figure No. 3 (lO).

The 0ld exvansion nlans have become out-dated in the after-

math of the iast 157L construction boon, and new vroduction targets

have now teen adopted.

expects demand for cement to increase as follows:

(12)

The Ministry of Industry and iines now




Year Local demand expectaticn on
different cement (in 1,000 tonnes)
1975 ' 1820
1976 1957
1977 : 2103
1978 2259
1979 2427
1930 2608
Figure No. L (12)

The Ministry sreferred to add 20% to the above exvectation
figures as a reserve to cover the exvected increase on the crude oil
vrices. This means the local demand for cement will be around
3 million tonnes in 1920. The same Ministry exvects the nossi-
bilities of export in the year 1920 to be zround 3 :million tonnes,

as exolained in figure Yo. 5.

The Region Quantity expected export
in thousand tonnes

Arab Gulf Countries. 2,600
Africa and Asian Countriess 100
Eurove and !Mediterranean
. 250
Countries
— |
\E}gure ¥o. 5 (13)

(13)



According to statistical expectations based on individual
consumption trends and the increase of individual income during
the period 1964,-72, the Ministry of Industry and Mines expeccts
that the iocal demand for cement in 1985 will be around,tﬁree

millicn and three ouarter tonnes (3,7i9,000) (1L).

Fluctuations in the demand of cement are caused by different

factors, the most important are:

(a) political stability in the countwy
(b) rising general living standards

(c) Governmental investments in the various sectors.

For instance, the highest percentage of Ir.qi cement was exported
in the period of 1967-63 after the Arab-Israeli war, which had
the effect of discouraging the establishment of new Governmental
projects and discouraging orivate peovle from building houses.
This low local consumption of cement enabled the Government to
export all surplus oprcduction of the local manufacture. In
contrast, after 1973-74 Irag experienced an economic boom, as

a result of a sudden increase in the Governmnent revenue from the
rising prices of crude oil; and as & result the Government
started to build many new projects, which almost eliminated
unemployment, while the standard of living of a large nroportion
of the peorle stafted to rise, esvecially the entrerreneurs and

i

the contractors, who were building for the Governrent.



Mortgage Bank easy terms heloed civil servants to build their
houses on the resident land which they got through residential

societies at very cheap pnrices.

Cement pricing is controlled by the cement selling bureau,
and as the government recards cement as an essential commodity
for the people, »pricing takes account of sociai needs rather
than profit. All these factors made the local demands for
cement so high that there was no room fér export, The factors
that encourasged the government to out éuch a low price on cement
are that,

(a) most of the factories work with 3 shifts, and sometimes
over-worc the plant, i.s. produce éore than the quantity stipulated
by the manufacturers of the plant.

(b) About 95% of the reaw material is available locally.

(¢) Recently the government has started to install

big-capacity cement kilns in order to decrease the costs.

(d) Along with the above specific factors, cement manufacture
is one of the oldest industries in Irag, the accumnulated technigues
and exveriences cained have made it one of the most intensely

oroductive.

Since 1lL4th July 196, when 351l the major industries were
nationalised, including the cement companies, their finencial
activitins have-come under state control, which is exercised by

the Ministry of I. % M.
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Every state cement company has its own working caoital, and as

the investment capital consistc of fixed assets with the working
capital, this means that every staﬁe company finances its
industrial activities, either by it's own self-produced profit,

or by getting loans or grants from the government central budget,
if the Ministry of I. % M. believe that there are practical

reasons to offer such aid. The investment expenditure of the
central government sector in the economic plans in 197, amounted
to ID,;40 million (15), allocated as loans granted to government
departments and orgaenisations. The investment decisions are

taken after defining the available financial resources by the
Consultation Council for Industriajisation in the Ministry of

I. & M. This co&ncil consists of presidents of state gualitative
organisations and two deputy ministers, and is chaired by the
Minister and it is considered to be the highest managerial authority
in the Ministry of I. % M. It has the power to take decisions on
all short-term general investment and production for the whole
public industrial sector, afier considering the reports of the
Boards of Directors of the state organisations. These Boards
consist of the General Managers of public industrial companies
belonging to the organisation concerned, and each is headed by

the president of the organisation. Each board draws up its reports
according to the views and ideas of the public industrial committee's

(16),

consultative board
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The consultative committee crystalises it's reports after
combining it's views with the views and ideas of the Company's

middle management level.

The long-term general policies on financing, production and
investment, which embrace the public industrial sector as a whole
as well as all other public sectors, are drawn up by the high
planning council at the Ministry of Planning. This consists of
the Ministers of I. %. M., Planning, Finance, Trade and members
of the Economic Affairs Bureau in the Revolution Command Councils
The high planning council is headed by the vice vresident of
the Revolution Command Council. The major task of this council
is preparation of a general detailed economic plan, and annual
plans; determination of economic, fiscal, monetzry and production
policieé, determination of method, and selection of the agencies

w
i

to implement the projects of the plan. or the public industrial
sector, the council determines and apvroves the suggestions
prepared by the consultation council for industrialisation.

Its suggestions are made in the light of preliminary studies about
the project's economic and technical validity. The projects are

assessed in the context of the major industrial development vlans

if the costs exceed one million Diners.

——
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The Consultation Council for industrialisation formulates its
investment pians, and malkes suggestions about financial, production
and investment policy. In addition, it sponsors a few general
studies which are carried out by exverts. From these studies
and reports a reasonzble picture of the requiremenis of the state
industry can be drawn, on which the consultation council can

base it's decisions.

The bellef that the state sector must neglect profitability
when considering its investments, is not sound or practical. It
is, of course, only right that there should be social and political
objectives , as well as profitability targets in the state sectors,
but profitsbility represents an index of management capability in
using the economic resources which are placed at its disposals
In addition, profits in the public companies are considered as
a main means to finance new exopansions and rising oroductivity.
Reasonable orofits do not clash with the nationalisation policy
of the State. 3asically the public economic orojects oroduce
profits to finance new economic investments and ultimately raise
national income, and to build a strong material base for Irag's

society.
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Even in the Soviet Union reasonable profits have special imporiance
as A. Nove puts it:

"Considerations other than direct profit expectations do

influence actions of managers in the west, and profits do

affect, to some extent, the behaviour of managers in the

UeSeSeRe" (17)

A.N, Kosygin elucidated it more frankly:

"Improvement of the forms and methods of planning will

make it possible to tackle the problem of strengthening .

and developing the system of cost accounting in a new

way. Lenin stressed that each enterprise must work on

the basis of its profitability, i.e. it should completely

cover its expenditure from its income, -and should make

a profit." (18)

Irag suffers from low productivity in almost all of its .

state industrial companies, and this is why few of them have
produced a profit, as we will notice in the next chapter. The
government decided to take measures to raise productivity in all
state sectors. It found that one of the major remedies to overcome
this serious problem is to ask every president of a state organ-
isation to be responsible and to produce a reasonable profit,
As the Vice President of the Revolution Command Council said to
the presidents of all state organisations, when they met in -
September 1976 to discuss the factors that affect low productivity:

"How can you ask to increase salaries and wages, when

most of your organisations suffer from losses., lMoney

incentives depend on profiits from production,. and
profits imply good quality and high quantity." (19)

. (19)



- However, lack of incentives and prpfits is not the only reason
for low productivity, there are othef factors like administrative
inefficiency, over-ambitious plans, technical and political
factors. Lack of profits is probably a consequence rather

than a cause- Excessive centralisation, low morale and lack

of any sense of participation in constructive work also badly

.affect the efficiency of the cement industry.

(20)



3. How the Public Sector was Established in Iraqe.

On the 1Lth July, 196L the Iraci Governmeﬁt, by issuing
Law No. 99 of 196, nationalised all the following companiess
Insurance, Reinsurance, Commercial Banks, major Commercial Companies
as well as most of the main Industrial Companies. In the same year
the Government issued Law No. 98, which established a special
organisation called "The Economic Establishment" which took the
responsibility for managing the Nationalised Industrial, Cormercial
and Insurance companies. Also to be attached to ﬁhe Establishment,
according to the law stipulating its foundation, were all the
Government industrial boards, which had already existed before the
issuing of the nationalisation decisions. Then the Goverrment
formed the "State Organisation of Banks" to take responsibility,
together with the Central Bank, for managing both the nationalised
commercial banks and the Rafidain Bank, (the latter had becn founded
as a Government bank long before the issuing of the nationalisation

decree) .

The Economic Establishment was abolished by the law concerning

"State Establishments", No. 66 of 1965. (20)

Its responsibilities
were distributed between three organisations -~ the State Organis-
ation of Industry, the State Organisation of Commerce and the

State Organisation of Insurance, which together with the existing

State Organisation of Banks, made a total of four organisationss

(21)



These four organisations were considered from that date to be the
controlling body of the public sector. In all, 27 private industrial
companies and 10 State Industrial boards were taken over by the
Economic Establishment between 1964-65, and were subsequehtly
"attached to the State Organisation of Industry, when Economic

Establishuent was abolishedo (21)

In this manner the construction of the State Organisation of
Industry was completed, and the area of the organisation's activ-
ities became famillar to the ccmpanies attached to it. Although
there were several deficiencies in it's activities, such as the
pursuit of different types of economic and managerial activities
which were not dependent upon qualitative specialisation, the
existence of the organisation could help to develop greater effic-
iency and productivity-while making the control system and
supervision of the productivity of the industrial combanies more
effective. A detailed discussion of this will follew in the section

after next.
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The Organisational Structure of the State Organisation of Industry

The transfer of the property of the industrial companies in
the mixed and private sectors to the public sector, and the found-
ation of the State Organisation of Industry (S.0.I.), has forced
the two sectors to establish a soundly based developing industry
along the lines set out in the industrial plan. Thus a number of
laws and directives were issued dealing with the reorganisation
of the public industrial sector and tﬁe creation of new organisations.

The S.0.I. consists of the following departments:

l. the Department of Administrative Affairs

2o, thLe Department of Technical Affaivs, including the
following organisations:

= the Weaving and Spinning Organisation

- the Construction Preducts Organisation

= the Shoe and Leather Organisation

- the Cigarettes and Related Manufactures Organisation

= the Organisation for Foodstuffs, 0il and Associated
Products and Washing Materials

3. the Department of Control and Direction.

This ccmprises the directorate of auditing, thc directorate of

inspection, the directorate of costing and the directorate of marketing.

Lo the Department of Industrial Relations.



The responsibilities and aims of S.0.I. have been defined

as: (22)

(a) To inspect all Industrial Companies attached to it.

(b) To assist in solving personnel problems in the industrial
companies, to assist in estimating their budgets and
production plans, to assist as much as possible in pur-
chasing and in the sale of goods in both domestic and

foreign markets.

(¢) To study annual budgets and the profit and loss

accounting of Industrial Compahies

(d) To publish directives for Industrial Companies and to
study their problems in order to find the best solution

to them.

(e) Tou make reports on the various activities of all the
Companies linked to the Organisation and of all the

factories which it controls.

These duties are in addition to ﬁhose which the Governing
body of the Organisstion has empowered the Companies to carry out,

as laid out in its Constitution.

Certain changes took placeAin the Organisation and its assoc-
iated companies, when some industrial companies with similar kinds
of production joined together in a single Industrial Company to
reduce administrative costs and to co-ordinate the work of the

different production units.

(24)



This made possiﬁle a more effiéient use of the expertise and
potentialities of the Companies than had previcusly been possible.
There were also a numbéf of advantages from a technological point
of view., This merger of Companies with similar fields of operation
took place in conformity with the decree of the Board of Directors
of the Economic Establishment of 16th May, 1965, as is shown by

the following examples:

The Iragi Cement Company with the following constituent companies:

= The Iraqi Cement Company
= The United Cement Company

= The Furat Cement Company

The Mosul Cement Company, with the following constituent companiess

-~ The Rafidain Cement Company (Mosul)

= The Hammam Al-Aleel Cement Company (Mosul)

The Iragi Technical Flour Company, with the following constituent

companies:

= The Al-Damarji Flour Company
= The Rafidain Flour and Trading Company

= The Technical Flour Company

The Iragi Cigarette Commany, with the following constituent companiess

= The Aboud Cigarette Company
= The National Cigarette Company

~ The Rafidain Cigarette Company.

N,
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In addition to £hese mergers, and the econamic, technical and
managerial changes éccompanying them, there were other changes
in the managerial structure of S.0.I. It was necessary to assess
the advantages of setting up public Industrial Organisations which
included companies with different activities, as had been the
practice in the period before 17th July, 1968, and the advantages
of reorganising the public sector into specialised organisations,
with responsibility for the management of a defined sector, or

part of a sector of the economy.

The old system was considered necessary to maintain compet-
ition, while the new system was based on specialisation to bring
about increases in total production, and could direct and control
each sectior. and subsection as a single unit, in accordance with
the development plan. When the goals of the 1970-74 development
plan were elaborated for each section and subsection, it wa§ found
necessary to replace most of the old organisations by specialised
enterprises. In order to do this the law concerning Public Organ—.
isations attached to the Ministry of fndustry and Mines (No. 90
of 1970) was published, and this gave directions for the formation
of public enterprises on the basis of specialised quantative

organisationse

.(26)



Evaluation of the Work of S.0.I.

S.0.I. started its functions and familiarised itself with its
duties and powefs according to its chartér, during the period between
its original inception and June 1970, when it was divided into
specialised organisations, (see page 30 ). Throughout this period
it encountered many technical and managerial problems, but never-
theless it managed to establish new statutes for the nationalised
Industrial Companies and the Government Industrial Agencies which
had existedApfior‘to nationalisation. Furthermore, the Organisétion
directed its attention to investigating the goals for which it was
working aﬁd to raising the efficiency and increasing the industrial
activities of its aséociated companies. In order to achieve these

erds it took the following steps:

(a) It published an internal system for the whole organis-
ation, defining those posts which carried the responsi-
bility for the collective direction of industrial
activities while retzining the profit-making nature
of the Organisation. Thus it was possible to achieve
ma jor improvements in the quality of production and

the precision of specificationse.

(b) It created a system for the co-ordination of industrial
" activities into collectives with unified goals. This
creates co-ordination and harmony between different

plants producing similar products and also raises the
level of production and facilitates the fullest ex-
ploitation of the technical potential of any individual
plant for the benefit of other similar plants.

Y
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(¢) It ensured that monthly reports were made on the
financial and production situation of all its associated
companies.

(d) It made scientific studies aimed at improving the
quality and quantity of production, as well as encour-
aging differentiation of production.

(e) It undertook to export some of its products and to
find foreign markets for them.

(£) It lowered the prices of some essential commodities in
order to enable members of lower income groups to purchase
themo

(g) It tried to inaugurate all round planning to control
production processes and the supply of raw materials
and to apply new methods of storage for raw materials
ard finished products. The activities of the Organis-
ation have been divided up in such a way as to
facilitate the work of management in its associated
companies, and the collection of reports and information

on how far objectives are being achieved.

(h) It made scientific studies aimed at trying to eliminate

waste in production.

(%) It attempted to raise the standard of living of the
working class by increasing wages and instituting

social and health services.

(j) It reconsidered certain contracts to discover to what
extent they were in Irag's best interests.

(28)



(k) It took measures to free the Government Companies from
obsolete routine, and to introduce new methods of work
based on commercial principles which would guarantee

" improved efficiency.

Among the aims of S.0.I. were the presentation of a comprehensive
plan with recommerdations for the future; planning the sale of goods
stored in warehouses and planning to finance investment. To achieve
these aims, it was decided to inform consumers about the goods which

the Organisation produced; and to try to find export markets.

In spite of.the difficulties facing the S.0.1., it managed to
achieve many of the goals which it had been set. It also achieved
its socialist aims for the benefit 6f its workers, such as the
distribution of profits to workers and the participation of both
workers and managers in the meetings of the Boards of Directors

of its associated Companies.

In additioq, all possible efforts were made to achieve
harmonious relations between workers and management. It was felt
that if healthy human relations existed within industry, this would
certainly have the long term-effect of increasing the level of
production and inereasing the involvement of workers. To insure
the creation of such harmonious relations, a special industrial
relations department was created, whose function was to supervise
the implementation of the Social Security and Labour Law, and to
implement proposals‘to improve relations between workers and

(23)
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In 1970, by the passing of Law No. 29, the S.0.I. was split
and reorganised into five specialised qualitative organisations
to cope with the expansion of its activities. The new organis-

ations were:

1. The State Organisation of Spinning and Weaving

2. The State Organisation of the Clothing, Leather and
Cigarette Industries.

3. The State Organisation of the Chemical and Food-stuffs
Industries.

» 4. The State Crganisation of the Construction Industries.

5. The State Organisation of Engineering Industries.

The Iraq Cement Public Company is one of the companies
attached to the State Organisation of the construction industries.

This organisation encompasses the following companies:

1. The Iraq Cement Public Company

2o The Mosual Cement Public Company

3o The Serchinar Cement Board

Lo The Public Asbestos Industries Company.

5. The Public Real Estate Manufacturing Company.

)
6. The Public Glass Industries Company. (24)
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The 0il Nationalisation

Another important step in the expansion of the public sector
which proved to be a turning point in the economic history of
Iraq, was the nationalisation of the oil extraction sector;
which had until then been dominated by international monopolistic
interests. The operations of the Iraqi Petroleum Company Ltd,
were nationalised by Law No. 69 of 1972, and the Iragi Oil
Operations Company was set up to take over control of the
nationalised industry. Later the Mosul Petroleum Ccmpany was
subérdinated to the Iraqi Oil Cperations Company. (25) In
October, 1973, 23.7% of the shares of the Basrah Petroleum
Company held by the two American Cémpanies, Standard 0il of
New Jersey and Mobil 0il Corporation, were nationalised. In
the same month, the holding of the Royal Dutch Oil Company
in the shares of the Basrah Petroleum Company, amounting to
14.25% of the total, were also nationalised. Ownership of these
shares was transferred to the Iraqi National 0il Company. In
December, 1973, the Gulbenkian Foundation's shares in B.0O. Co.,
(5% of the total) were also transferred t6 the Iraql National
01l Company. By about the end of 1975, Iraq controlled 85%
of its oil petroleum, and owned a tanker-fleet for the trans-
portation and marketing of national oil. On 8th December,

1975, Iraq nationalised the last remaining shares in the Basrah
Petroleum Company, which were held by British Petroleum, Shell

and the French company C.F.P. (26) .
N
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Iragl people generally are willing and capable of adopting

the new knowhow. Iragl culture presents no serious obstacle

to the implementation of new industrial processes. So the basic
problem which now faces Irag in meeting the requirements for
development is the creation of a qualified‘wbrking force to man
the various industriai projects énd to undertake different
economic activities. The employment of foreign expertise to speed
up industrialisation provided no long-term solution to the problem.
However, the provision of a well trained native workforce is a
practical alternative; indeed the whole industrial structure and'
new equipment will become obsolete if a highly skilled workforce

is not available to implement the new projectss

As development in general and industrialisation in particular
required different levels of skill, it is nccessary to maintain

a balancing betweens

1. Demand: this represents what is available from the working

force for both present and future projects.

2. Supply: this represents what is available from the working
force at present ana what could be added through education
and training. The workforce required to man current pro-
jects, planned projects, and projects under consideration
for implementation during the five year plan 1976-1980,
would be 50,665 persons..(27)

s



Lo Iraci Fducational Environment

Industrielisation requifes an educational system functionally
rclated to the skills and profegsions imperative to its technology.
Such an educational system is not primarily concerned with conserving
traditional values or perpetuating the classes, it does not adopt
a static view of society, and it does not place great emphasis on
training in traditional law. The higher educational system of
industrial societies stresses the natural sciences, engiheering,
medicine and managerial training, whether public or private.

It must steadily adapt to new disqiplines and fields of specialis-
ation. It is only three decades ago that Iraq started to
industrialise, and since 1973 when financial revenues became
available due to rises in crude o0il prices in international markets
the Government has allocated the neéessary investments to speed

up building new industrial projects. Alternative industries to
0il had to be developed, as in the long term oil revenues will

be exhausted. The establishment of a strong economic base depends
upon the existence of flourishing industries, and development of
these industries should be helped by the rich agricultural and
mineral resources of Iraq. The main problem is to change the
mentality of society from an agricultural outlook to one which
perceives the needs of a developing industrial economy. The
population of Iraq, according to the last general census of

17th October 1977, was around 12} million.
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Iraqi people generally are willing and capable of adopting

the new knowhow. Iragi culture presents no serious obstacle

to the implementation of new industrisl processes. So the basic -
problem which now faces Irag in meeting the requirements for
development is the creation of a qualified working force to man
the various industrial projects and to undertake different
economic activities. The employment of foreign expertise to épeed
up industrialisation provided no long-term solution to the probleme.
However, the nrovision of a well trained native workforce is a
practical alternative; indeed the whole industrial structure and
new equipment will become obsoclete if a highly skilled workforce

is not available to implement the new proiects.

As developnent in general and industrialisation in particulaf
required different levels of skill, it is necessary to maintain

a balancing between:

1. Demand: this represents what is available frcm the working

force for both present and future projects.

2. Supply: this represents what is available from the working
force at present and what could be added through education
and training. The workforce required to man current pro-
jects, planned projects, and projects under considération
for implementation dﬁring the five year plan 1976-1980,
would be 50,665 persons. (27)
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Of this figure, about 30 thousand would need to be skilled

and semi-skilled labourers obtainable frdm:

(1) Industrial Secondary School
(2) Training Centres

(3) Industrial projects

These projects may themselves produce skilled and semi-skilled

labour. But this would sometimes be an inefficient method of producing

such labour as productivity would be lower=d during the period of
training. While this problem still exists it is less acute than
formerly. Such is the demand for skilled and semi-skilled latour
across all professions, whether for the industrial projects under
the Ministry of Industry or under other Mihisters, that the
Industrial Training Committee under the Planning Ministry has
declded to establish 21 industrial schools throughout thevcountry,
alongside the vocational training centres %o be established by
various Ministers. The Ministry of Industry has itself decided
to establish four other vocational training centres. This Ministry
allocated I.D. 3 million to establish 10 training units in 10
industrial companies. In spite of all such preparation, a study
by the Ministry of I. & M. indicated that there is still a man-
power deficit. It may be sald that this is an exaggeration, and
that it is easy to find workers for the projects envisaged by

the five=year plan, but such workers if unskilled or semi-skilled

will hinder the successful development of Industry.

N
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Financial incentives could be one of the means of overcoming this
problem, as the raising of wages for the semi-skilled will provide
an incentive for unskilled workers to develop specialisations and
skills, so that they may then be transferred to the semi-skilled
bracket with an attendant rise in productivity. Recently the
Iragl Government has decreed that the minimum wage for unskilled
labour in the public sector will be I.D. 1, (28); previously it
stood at F.650 (29)e Usually a skilled worker in the public
sector, who has at least ten years' experience, receives wages

over 1.D.3,

To prepare the rest of the workforce; such as managers,
Yechnicians,; engineers etc., is not suchk a crucial problem.
In Iraq there are now six universities which cover most of the
natural sciences,; engineering and social science subjects. In
addition, there is one university and one polytechnic institute
specialising in engineering sciences. The current plan is to
make university studies and numbers in enrollment meet the
requirements of the national development scheme for the country.
It seeﬁs probable that this plah will lead to the required result
before the end of the current five year period (1976-1980) by
supplying the country progressively with the necessary graduates ;
though not all of them are going to be gualified for the jobs they

will occupy.
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Before the end of 1976 the Iraqi Government had decided to
make elementar& study compulsory. But this will not be effective
until the academic year 1978=79. The illiteracy when this
decision was made was about 50%. The scheme hoped to reduce
this rate to 10% by the end of this century. An example of the
progress made in education may bte seen in the increase in student
numbers in elementary education from 1,947,182 in 1976-77 to
2,049,090 in 1977-78, an increase of about 5%. Secondary education
has shown an increase in students pursuing purely academic studies
from 555,18l to 652,398, an increase of about 18%. 3°) The
1976-80 hational development plan has given consideration to
vocational education and university graduates; one of its main
provisions for the development, of human resources being to increase
the number of students accepted in vocational learning to 35% of
the total intake in.éecondary education; while the number of
wniversity graduates will be increased during the years of the
plan t6 25,0C0 in the applied and pure sciences in 1980, and to

(31)

23,000 in the social and educational sciences.
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5 The Position of the Public Sector in Economic Life

The Present Economic Structure

The economic structure of Iraq as it exists at present, is
largely the result of efforts to develop, which have been intensified
during.the last few years, but it is still not quite free from the
veétiges of the period before nationalisation. Fﬁrthermore, only
part of the achievements and general improvement in the economic
environment can be seen by conventional economicindicators like
national income; capital formation,; etc. Improvements have been
made, but there are still problems to be tackled. An attempt wiil

be made to present as compact a picture as possible. ‘

National Income

Total national income as well as per capita national income
has shown a parsistent rise over the years. Per capita income more
than doubled between 1953 and 1972, with a further large increase in
1973 and 1974, so that in 1974 the per capita income was nearly 6
times that in 1953 (at constant prices, see table No. 1). The main
‘cause of this rise was the nationalisation of the oil sector, and

the improvement in oil prices.

The mahufacturing industries have increased their share of the
national income over the years, but still contribute only a small part
of it. Similarly the services sectors and others including construc-
tion, transport, trade and finance, Government administration and

services, and personal services etc., have increased their share.
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A sudden change in the position of the oil industry changed the
structure drastically in 1974. The task ahead is cbvious - it is to
achieve a rate of growth in industry and the other public sectors -

that will make them the dominant constituents of the national economy.

TABLE No. 1 (32)

National Income and Per Capita Incomne at Current
Prices and Constant Prices (196J)

Year National Per National Per Capita
inceone at Capita Income income at
current income at 1961 196l prices
prices in at curr- prices in I. Dinars
Mill. ID. ent, prices in Mill.

in I. Dinars I.D.

1953 241..0 L3.0 290-8 51.2
1958 3740 57.3 LOY.7 61.5
1963 5253 69.1 53645 70.6
1968 782.9 87.8 7492 84,0
1972 1217.8 120.2 1159.8 1.4
1974 3367.0 312.8 31764 295.1

Note: Figures for 1974 are preliminary and subject to

revision.
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" The Investment Programme for April - December 1975

The first programme of investment after the revolution of 1lhth
July, 1958 and the emergence of a planning Ministry, covered the
years 1959 to 1970, It included the formulation of four development
plans which gave a higher priority to Industry, increasing the
allocation of investment to the industrial sector to 26.5% (33)
while the agricultural sector's allocation dropped to 22% of the

total allocation of I.D. 1521 mo

The second phase after 1lith July, 1958 covered the years 1970
= 1974 and witnessed the first development plan formulated as a
result of the 17th July; 1948 revolution. The objectives of the
plan were defincd and were much more comprehensive. The overriding
goal of the plan (1970f71)é(1974-75*)'was to achieve a national
income growth rate of 7.1%, which would outstrip the population
growth rate and make it possible to double the national income

‘ within ten years. (34)

The plan included five investment programmes, each covering
a fiscal year, as all the plans and the programmes were on a fiscal
year basis (April 1lst to March 31st) parallel to the State Budget.
This practice was, however, discontinued following the Revolution
Command Council's resolution of 7th February, 1974, which decreed
the formulation of all Iraqi budgets and plans (including national
development plans and, consequently, investment programmeé) on a
calender-year basisﬂiJanuary 1st - December 3lst). As the R.C.C.'s
resolution would come inﬁo“effect starting from January 1st, 1976,
the last nine months of the current year, 1975, have been considered

as an extension of the 1970-1974 five-year plan.
¢+ Fiscal years.
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' An investment programme has, therefore, been formulated to complement that
for the preceding five years. As this is the latest information available
on this subject; and as this programme could be taken as an indication

of later trends in investment programmes; I will tackle it in some detail.

Revertingto the mentioned programme, we find that it is neither
limited in scope (number of projects) nor less ambitious than any of
the previous ones. The aggregate amount appropriated for expenditure
on its projects is I.D. 1,076 m. for a nine month period (Abril to
December, 1975), or I.D. 1,436 m. calculated on a twelve month basis.

Table 2 below shows the programme's allocations divided into sectors.
rapLg 2(3%)
Main Outlays of the Current Investment Programic by

Sector {April to December 1975)
(In Millions of Iragi Dinars)

Sector Nine month Ad justed on Per Uent of

Allocations 12 month Total
basis
Agricultural 207 0 5 276 07 19 03
Industrial L148.0 597.3 L41.6
Transport and

Communications 166.0 221.3 15:4
Building & Servicesl88.0 2507 17.5
Others - 66.5 88.7 6.2
Total 1076.0 143&.7 100.0

On comparison of the total allocations of the current programme
as adjusted on a 12 month Sasis with those ot each of the five pre-
ceding programmes (Table No. 3), it is found that the aggregate amount
allocated is almost double that ot the first four programmes added
together, and approximately three times the total of the actual dis-

bursements made.
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The adjusted twelve month figure is 20% up on 1974-75.

A new method has been adopted in channelling the expected oil
revenues to the state budget and investment programme. The adoption
of such a method, for the first time in modern Iragi history , is
an indication of the great significance attached by the State to
nationai development plans:.instead of dividing the oil revenues>
between the budget and the programme on a 50% hasis, as was custom-
ary prior to the fiscal year 197L4=75, a fixed amount of I.D.500 m.
has been allocated to the state budget, leaving the balance to
development funds. Thus no ceiling is imposed on development invest-

ment .

This new method has made a clear impact on the programme, in: so
much as autogenous revenues are.no longer the decisive féctor in its
formulation, but rather the assimilatory capacity of the country as
a whole and the ability of its infrastructures to bear the stresse.

Hence the allocations of the current programme, although the largest

in the country's histéry, have noﬁ covered all sectorial requirements
due to the limitations of the country's assimilatory capacity and the
necessity of ensuring equilibrium in development at a time when new
projects with immensely large allocations have been introduced into

the programme. Some of these projects aim at the elimination of bottle-
necks in the Transport and Communications and the Building and Construc-
tion Sectors, while others,; in the Industrial anﬂ Agricultural sectors
have been introduced with a view to implementing the long-range plan
aimed at restructuring the ecoﬁomy on an equipoised base by develop-

ing the non oil-sector.
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Year . j

Sector ‘

e

Agricultural

Industrial

Transport and
Communications

Building and Services

Other

Year

Sector

Agricultural

Industrial :
Trans. & Communications
Building & Services
Other

TasnLg 3 (36)

APPROPRIATIONS AND DISBURSEMENTS QF THE
NATIONAL DEVHLOEWENT £LAN (1970-197.4)

(IN THOUSANDS OF IRAQI DINARS)

1970 - 1971 1971 - 1972
Lxpend.
Appropns. Disbursts. Eff%giency Appropns. Disbursts.
/o
28,000 14.058 - 60.000 49.310
28,000 214145 755 50.000 35.917
15,268 7.406 48.5 28.000 16,964
13.000 9.89% 76. 28.000 17.605
32,262 25.549 -~ 36.000 33.987
116.530 78.052 66.0 202,000 153.782
TABLE 3 (Contd.)
1972 - 1973 1973 - 1974
Appropns. Appropns. Expend, Disbursts -
before af'ter Disbursts. ZEfficiency
fmendt., Amendt. %
70,000 23.211 29.267 126.1 65.000 34,525
60.000 28,000 22.212 79.3 60,000 52.558
29,000 16.000 19.864 124..2 40,000 29.531
35.000 22.000 16,717 76.0 45,000 33,689
L 8.500 45,289 40,460 - 41C0. 200 71.537
242,500 134.. 500 128.52% 95.6 3ﬂ0.000 221.840

Expend.,
Efficiency
%

82.2
7141

60.6
62.9

76.0

Expend.

Appropns. up to 13.3.74 Efficiency

Appropns
Invest. .
Programme

1974-1975

» 190,000
225,000
120,000
175.CC0

459.000

1,169,000



A Comparison of the Possibilities of the Public and
Private Sectors

The Public Sector

Planning for projects in the public sector is carried out in

the following way:

Each Ministry lays down priorities for the various projects. Its

suggestions are made in the light of preliminary studies of their
economic and technical validity. The projects are assessed in the
context of the major industrial development plans whose costs exceed
one million dinars. Thé Planning Council must then agree on the
selection of a suitable advisory bﬁreau to be chafged with a study
of the economic validity of the undertaking and the soundness of its
conception. The Federation of Industrigs is responsible for making
such project studies in the private and mixed sectors. Furthermore,
each ministry undertakes to complete the projects of the previous
plan when butting forward its projects for the current plan. In
assessing these projects, the'Ministry of Planning may call upon the
assistance of a number of specialised agehcies, such as the National
Centre of Consultancy-and Management Development, the Establishment
fof Design and Industrial Construction, the Central Statistical
Organisation, and experts attached to the United Nations, to provide
technical details and engineering specifications in the framework

of the recommendations provided by the preliminary studies.
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During the years 1968-73, the planning process was developed to
include the existing industries and the agricultural sector.

At the same time (following the revolution of 17th July, 1968)

the reorganisation of the induétrial sector was inaugurated,
and - in order to §vercome the difficulties of management in
production aliocatioh and integration, specialised organisations
were created t¢ replace the (S.0.I1.) - see page 30above. The
immediate aim of this reorganisation was to achieve specialisation
and decentfalisation of management, or more specifically, to
achieve centralisation of planning rather than centralisation of
execution, with important concessions made towards the public seétor
to énable'it to perform its role in the development of Industry to

(37

the greatest possible degree of efficiency.

The next table (No. L) shows the span of public industrial
sector development; ihe figures indicate how important it is for
Irag to be readyAfrom now on to create sufficiiyt specialist
bodies of all kinds. The Ministry of Industrédfgrned its attention

to the problems of production,and measures were taken to increase

the efficiency of the implementation of plans in the folloving ways:

(&) Reduction in institutionalisation ahd administrative
costs.

(b) Continuation of the development of the number of
technical staff.

(¢) Increased commitment to training and experimentation
centres.

(d) Keeping closely to the annual plan implementation
programme. '

(e) Paying particular attention to process of work and
production.

(L4)



(f) Making attempts to improve the co-ordination among
production workers.

(g) Reliance on modern methods of storing raw materials
and manutactured products.

In order to understand and overcome the problems of production

the Directorate of Planning and Research was created within the
Ministry of Industry and Mines to conduct research into projects
concerned with National Development planning. The work of this

Diréctorate is undertaken within a fixed timetable and budget.

Table No, L
COMPARATIVE TABLE \40)

Details The Basic 1971-72 % of | 1972-73 % of

Remarks
Yeay: diff. diff °
196768
Capital
invested |143,000,000 - = 157,591,524 4.0 No inform-
ation evail.
for 1971/72
Value of
actual 51,950,000 66,012,060 1.74 127,412,604 2.31 | Information
procduction sumnarised
for ease of
L comprehension
Value of :
actual 51,215,000 105,477,852 2,00 134,042,213 2.75 -
sales
Manpower 20,608 35,729 1.73 41,878 2.03 | Including
employees &
officials
g 6,252,910 | 12,231,511 | 1.95 | 14,187,151 | 2.26 -
Net No 10,190,714, - 15,812,294 0.50 | In comparison
Profits Precise C ’ ’

inform.

with 1971/72

(45)




Total allocations to the Economic plan for 1970-197) were
fixed in the supplement to the plan law (first supplement No. 187
of 1971). The amount was fixed at a maximum of 1559 million dinars,
an increase of 415-6 million dinars on the original allogation,
which represents an increase of 7.1% of the gross national income.
In the meantime, the gross national income increased from I.D.
785.5 million in 1969 to I.D. 1,107 in 1971, and average per
capita income from I.D. 96.7 to I.D. 112.6 (41) over the same
periods The financial and industrial capacity of the public sector
increased during the period of the 1970-197, Development Plan in'
proportion to the Plan's implementation. The success of the plan
was largely due to the nationalisation of the oil-fields, which
took place in June, 1972, and also to the possibility of using
the large deposits of sulphar in the national interest, which
facilitated appropriate measures to support the public sector, as
well as co-operation between the public, and the mixed sector in

furthering development projectse.

The Private Sector

!

The Iraci experience shows that the local capitalist sector had
failed to activate widespread economic development, particularly the
development of heavy industry, and the consequent building up of the
national economy. "The country is in need of rapid development and
the participation of the whole popuiation in the process, including
the participation of the private sector in the industrial programme,

and especially in the consumer and complementary light industries.

(46)



It is, therefore, very important %that the state should encourage this
sector, and provide all necessary facilities and guarantee for its

(42)

success'

In order to ensure the participation of the private sector,
the Government set aside an allocation of I.D. 50 million §n the
National Development plan for the period 1970-1974. This ;as to be
spent on the constructioh of a number of industrial projects in
different parts of the country. The National Economic plan enabled
the private sector to participate in a total of 820 industrial
projects. Speclalised state institutions provided free economic
and technical assistance for the majority of the projects. Aimong
them were projects for food processing plants (215), spinning and
weaving companies (185), metal works (132), tanneries, shoe factories

and rubber and plastic factories (60), and projects for the manufacture

of constructicaal materials, glass and insulators (54). (43)

As the President of Iraq declared on 5th July, 1970 -

In order to reach this goal -~ the development of industry in
the private sector - the Goverrnment has undertaken a number
of steps such as spreading the geographical distribution of
the new private sector. Amongst these steps are the easing
of restrictions on opening businesses and the increase of
the incentives given in the Law of Industrial Development.
Recommendations have also been made to the financial offices
to facilitate the distribution of grants to industrialists.
Authority to grant import licences for raw materials need in
the industrial sector has been given to the State Organisation
for Industrial Dﬁvclopment, which is part of the Ministry

of Industry. .

- | (47)




In order to encourage industrialists to continue their work, -
the Government has amended the Law, which structures a number of
companies and organisations (Law No. 103 of 196i). The amendmexnt
provides that each limited liability company with paid up capital
of I.D. 70,000 or more should take the form of 2 Joint Stock Company
in such a way that the limitation of liability rises to I.D. 100,C00.
At the same time, the 1imit on individual share-holding has been raised.
from I.D. 10,000 to 20% of the capital of the Joint Stock Company.
These changes have encouraged industrialists to make use of their
capital in industry. Many industrial projects have been undertaken.
It must be stressed here, that the response of the industrialists
in investing their capital was entirely due to their confidence in
the seriousness of the Government's intention to give assistance to
the private industrial sector. Sixty private industrial projects
were inaugurated between 1lst November 1970 and 25th February, 1971
with a total increase in capital of I.D. 1,400,000, (45) In 1973
L10 establishing licences Were-granted to industrialists to begin

new projeéts, involving nearly I.D. 19 million. (46)

Befofe concluding this section, a brief discussion of the reasons
for the administrative division into public and private industrial
sectors would seem to be desirable. Certain factors seem to justify
the division, e.ge:

1. Co=ordination and harmony between the two sectors are vital

to the success and execution of all econcmic planning.

\\\
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This can not be achieved unless preparatory directives and legis-

lation are issued defining the field of activity of each sector. These

are essential because natural resources, manpower and finance are

limited and fixed within a definite period; and if the distribution

of these resources is not properly regulated, this will have a negative

effect on economic develoument as a whole and lead to confusion.

20

3.

bo

5

The need to achieve various economic, administrative and

soclal objectives for the pubkic gcod.

The division of the economy into two sectors widens the
possibility of each one playing its part in the changes

required within the scope of a general clear framework.

The widening of the scope of the public sector enables
it to control key industries related to the development

of the industrial or agricultural sectors, such as the

_production of chemical fertilisers.

The need to avoid the concentration of capital in the
hands of private capitalists, which would result from

their investment in major high profit projects.

Before ending this section, it is necessary to stress the

importance of the Iraqi Industrial Bank, which is part of the

Ministry of Industry and Mines, in assisting industrial devel-

opment, especially in the private and mixed sectors.
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The Industrial Bank has played an effective role in the industrialis-
ation of the codntry in the past few years, both by the extent of its
financial participation and by the number of industrial projects
which is supported before the nationalisation of 196L. The Bank
participated in the work of 17 industrial companies; and the value

of its shares amounted to almost I.D. 2 million or.20% of paid

capital. (47)

After issuing the Nationalisatlion Laws, the Bank's shares
were transferred to the S5.0.I. and subsequently divided between
a number of industrizl companies known as mixed industrial
companies. There are now 10 of these campanies and the Bank
has a holding of I.D. 500,000 of thgir-paid capital, representing
a proportion ranging between 20% and 51% of the capital of each
compeny. The companies involved are the Iragi Bicycle Company,
the 1igh£ Industrial Company, the National Chemical Company (which
produces sponges and artificial leather), and the General Battery
Company, the National Beer Company, the Kadhamiya Date Company,
the Karbala Date Company, the Kut Manufacturing Company,; the Amara
Manufacturing Company, the Hillal Company, and the Northern Timber

Company.

The Industrial Bank is involved in a number of other Industrial
projects, of which the most important are the vehicles assembly
project, a factory for the manufacture of tomato extract and another

for the production of wood fibre pulp.

—
e
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The Bank has also taken a number of initiatives in order to improve
and facilitate investment processes and motivate the investors,

for example: ' raising the percentage of credits from 50%
for any particular project to 60%. It was also decided to fix

as high a credit limit as possible for private business, and it

was in consequence raised from I.D. 50,000 to I.D. 70,000.

It should be noted that the demand for loans increased
because of the general increase in opportunities which the
Bank's activities provided. The total capital loaned out by'

the bank has reached I.D. 4,750,000.(h§)



6. Reasons for Nationalisation of Iraqi Industries including the

Cement. Industry_

It will be clear from what has alrgady been said that industrial
development in Iraq began with public and private-companies existing
side by side. The move towards the nationalisation of the Cement
industry as well as other industries haturally had the effect of
increasing public ownership. Nationalisation of major Industries
was the result of the development of various fundamental factors.

One of these is that developing societies like Irag are passing through

a period of economic, political and social change, and of rapid

technological development, although Iraq has not prepared itself

to absorb fully these technological changes. The writer believes

that at this point in its history, Iraq has came to the realisation

that there is a huge gap between itself and the developed world,

in spite of the country having very considerable natural resources.

The intervention of the state in public economic life can accomplish

essential objectives,; such as the acceleration of the development

processes and of economic integration, particularly in the industrial
sphere. The state is also in a position to determine the avail-

ability and supply of personnél in order to accelerate the development

process, and it supplies the investment capital which this process

requires. The state is also responsible for setting up factories

to fulfil the strategic goals of the economy, while also taking

account of political, social and economic factors in the geographical

distribution of these factories, in some cases without regard to the

profit motive and ecoﬁomic validity.
N\
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Professor A.H. Hanson, Professor of Public Administration in

the Faculty of Social Sciences at the University of Leeds, says,

These countries known as underdeveloped countries (like
Iraq) have decided to increase their economic activities
and to develop them by depending mainly on the public
organisations for economic, social and political reasons.

(49)

He also states that:

These factors are ideoiogical from one point of view and
practical from another.

Other factors which governments have to take into account

in order to establish and develop their public sectors ares

1. The general scarcity of private enterpise, and its lack

-of will to develop institutions with strategic aims.

2. The desire to create economic institutions exércising greater
“control than that which the private sector could exercise, such

as electricity, transport and heavy industries.

3. The desire to establish production models on a scale which

the private sector in developing countries cannot afford.

L. Many private enterprises have failed in their aims or have
not wanted to develop the required quality or quantity of

products.
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7o Managzement Control Systems in Irag's Public Sector

It was stated in the political report adopted by the 8th
regional congress of the Arab Ba'ath Socialist party (Iraq) in
January, 1974: (50)

The problem of developing has been and will long

continue to be a very important and basic questionc.o

It is vital to provide all material, technical and

human resources t¢ achieve swift and balanced devel-

opment in every sphere of life in our socistyees,

the central task in our present situation and in the

years to come is to lay down a development strategy

in order to bring about socialist change, to make

the development of the socialist sector in agriculture,

industry, trade and services our first priority.

During the writer's visits to the management éf various public
industrial cumpanies in Iraq, he made enquiries about the effect of
Governmental intervention on management ccntrol systems. An outline
summary of the answers follcws. The govermnment; represented by the
Ministry of Industry and Mines, made a great effort to improve the
M.C.S., which were acting as a serious impediment to the new
experiment. The Ministry created a principal department in each
qualitative state organisation, and in all public companies belonging
to it, including cemsnt companies. These departments were called
either "Productivity and Organisation Department" or "Organisation
and Methods Department", as the situation demanded. They are directly
linked to the Minister, the President of the state organisation, or

to the General Manager of the public companye.
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Such departments have the following duties:

1.

3.

Lo

7o

To collect information and run special surveys of
managerial organisations within the organisation.
To study and analyse aims and fields of competence,
and suggest ways of improvements.

To study work methods within the Unit (Organisation

or company) and to suggest simple solutions to problems.
To identify obstacles caused by bottle necks,
procrastination, and unjustified interference.

To study the organisation structure of the unit,

the various posts and their areas of responsibility.
To define their hierarchical levels and their staffing
relationss

To study the progress of work and to make suggestions
which will increase production and proper exploitation
of all available resources and potentialities.

To set up and develop systems of management information
to assist the units in planning and controlling.

To develop accounting systems and cost controlling
mechanisms for accurate costing in order to serve the
different management levels in planning and control. .

To publish "procedural guides™ to explain to members of

the organisational unit (51), members of the public and
other organisational units, how to follow the principal
instructions. (52) .

Decree No. 333 concerns the role of the National Centre of Consult-

ancy and Management Development, and lays down how it should parti-

cipate in the setting up and supervision of M.C.S. in the State

Sector.
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The National Centre for Consultancy and Management
Development must exercise sufficient authority to ensure
the efficient working of the productivity and organisation

departments or Organisation and Methods Departments.

The following are the most important responsibilities of the

Centre; as laid out in the Decree:

1.

2

3.

The selection of specialised personnel to work in

the departments, particularly from the staff of the
unit itself. The responsibility for decisions on
transfers of personnel from other organisations, and
for new appointments which mist be in accordance with
the conditions laid down by the Centre and be agreed
upon by the President of the Organisation, which is
actually making the appointment. Employees can only
be transferred to other work with the agreement of
the Centre.

To set up a training programme for persommel of
the Organisation, and for the personnel in the
productivity and the Organisation and Methods
departments, both within and outside the Centre

and both in Iraq and abroad.

To put forward guidelines for work within the
departments and their relations with the higher
management within the organisational unit. This
is one of the objectives of the plane

As Assistant Director General of one of the industrial companies

in Baghdad told me, any Decree of the Revolutionary Command Council,

affecting industry and industrial development, has the force of

law,
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The following are some of the main duties of the Centre:

(a)

(b)

Section 4

(a)

(b)

A reconsideration of financial and ccounting practvices,
in order to facilitate quick decisions, while énsuring

the rights and duties of both the state and the citizens.

The inauguration and development of scientific management
information systems to help organisation units in their

planning and control.
of Decree 333 makes the following provisions:

The technical activities of the "productivity and

>organisation departments" or the'Organisation and ilMethods

departments” are to be under the supervision of the Centre.

The work plan of the above-mentioned departments should be

" subizitted to the Minister responsible or the Senior Officer

(e)

of the organisational unit for discussion, following this

orders should be given for the plan's execution.

If there is a disagreement between the centre and the
organisational unit;, the case_should be submitted to the
Senior Officer for discussion at the highest level. If
there is disagreement between the Centre and a particulaf
Ministry, the differing viewpoints should be brought before
the Planning Council, whose decision will be final and

bind ing °

-
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. Usually the Management Control System is a comprehensive system,

in the sense that it embraces large aspects of the Conpany's operation,

It needs to be a comprehensive system because an important manage-
ment function is to assure that all parts of the operation are in
balance with one another, and therefore, information about each

of the parts is needed. With some exceptions, Management Control
Systems are built on a financial structure; that is resources

and outputs are expressed in monetary units. Money is the only
common denominator by which the heterogeneous clements of outputs
and resources (for instance, hours of labour, type of labour,
quality and quantity of material, amount and kind of products

produced) can be combined and compared.
As Professor R. Anthony said:

Although thevfinancial structure is usually the central

focus, non monetary measures, such as time, number of

persons, and reject and spoilage rates are also important

parts of the system. (53)

The Ministry of Industry and Mines convened a special
comittee to set up a unified accounting system, which was in fact
started in co-operation with experts from Egypt and Syria. It was
found desirable to apply the system first to all companies associated
with the State Organisation of Weaving and Spinning Industries, since
one of the Iraqi experts with practical experience of the application
of the system is Director of Planning and Financial Control in this
Organisation. The system was inaugurated on lst April, 1972, and
after its success was apparent from the half yearly reports of the
weaving and spinning companies, the Ministry of Industry and Mines
on 19th October, 1972, ordered the application of the system to all

companies associated with the organisation from lst April, 1973.
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To clarify how the system works we refer to the work of Sahib
al-lMustaufi, the Iragi expert who participated in its implementation:

The unified accounting system is a collection of measures

which facilitates the recording of accounts at company

level, as well as the levels of the gualitative indus-

tries, or the industrial sector as a whole, or at the

national level in the widest possible sense. It makes

possible the drawing up of final accounts and budget

plans from a framework based on recognised accountancy

procedures. (54)

From this it will be seen thai the unified accounting system
consists of financial, management and cost accounting. The unified
accounting system aims at a number of goals on all management
levels, These aims differ in kind and in detail according to
the management needs of the projects . It can be said that the
unified accounting system aims at preparing accounting statements
which satisfy the requirements of the various levels of the
organisations in Iragi society and facilitate planning, execution,
and controlling. The system has shown great efficiency in the
development of financial and management accounting in so far as it
fulfils the requirements of the economic structure of the society
and the wishes of the planners and businessmen. It has also helped

businessmen to meet a large proportion of their set targets by

providing them with practical information based on accurate figures.

The unified accounting system is considered as basis for the
reform of financial practice in the production units, and as a way
of discovering sometimes in advance, the defects which might affect

the success of the overall plane.
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It is possible to implement the system in various different,
kinds of préjects,_whether they are profit seeking or aim

at specific services. This applies to projects in the private_
and public sectors, whether in production of service companies.
It is a system which assists develonment, and is in harmony
with all activitiés independent of their nature and effective-
ness. 1t leads to the unification of 21l accounting methods,
records, balance sheets, and final accounts = thus it leads

(55)

towards unified usage.

The book by the Minister of Industry and Mines, Industrial
Management and the Requirements of Economic Development, gives
examples of government intervention in Management, producing
changes and reforms in the public sector in Iraq. The Minister

says:

Industrial Management has direct influence on all other
aspects of production in productive enterprises. The
basic factors of industrial management which must be
incorporated into any fundamental change in order to

- implement management changes and reforms are:

1. A reconsideration of the legislation and laws with
which industrial management works.

2. A reconsideration of the organisational structure
to accomnodate new aims and new management methods.

3. A reconsideration of the essential qualifications
for posts in industrial management in order to
supply people who understand the new methods and
approaches. This goal is connected with the new
political reality which is closely associated
with the interests of the working people, as
well -as being linked to the just relations in
industry, which the political system is endeavour-
ing to establish.

L. The availability of the financial capability,

which is necessary for the achievement of the
desired change. (56)
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SUMMARY OF CHAPTER I

This chapter shows how Iraq implemented the nationalisétion pcelicy
in industry and services, nationalisation being concentrated in the
industrial field. The nationalisation procedure started on 1lhth

July, 1964. Chapter One is divided into seven parts.

-The first part describes the background of the cement in&ustry in Iraq,
explaining why the Government played an important role in the cement
industry before hétionalisation, why the public sector is necessary in
Iraqg, and why the merger of the cement industry was desirable. it

then gives some detail about the expansion of the cement industry.

The second part deals with the role of the cewent industry in
the economy of Irag, concentrating on the fluctuations in demand
for cement © in Iraq and abroad. I% then deals with the chain
of authority from the ﬁigh planning council to the middle level of
management in the public companies, and lastly describes the attitude
to profitability on the part of the naticnalised companies in Iraq.
The third part shows how the public sector was established
in Trag. Firstly, the working of the public sector in Iraq is
explained in detail and this explanation is followed by an account
of the structure of the State Organisation of Industry. There then
follows a critical account of the functions of this organisation,

and of how the o0il nationalisation programme was implemented.
\

The fourth part concentrates on Iragi education.

e—
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The fifth part explains the position of the public sector
in economic life, emphasising national income. The investment
programmes are discussed; then a comparison is made between the
possible roles of the public and private sectors, and an account
is given of the priorities of the Iraqi government in their
endeavour to develop effective pfoductivity in Iraqi industry.
The private sector is then dealt with and its influence on
industry as a whole is discussed, as well as the procedures

adopted by the Government to encourage this sector.

After this there is a brief discussion of the reasons for
the division into public and private industrial sectors. We
conclude this part by stressing the importance of the Iraqi
Industrial Bank in assisting industrial developments, especially

in the private and mixed sectors.

The sixth part is about the reasons for the nationalisation of
Iragi industries,; including the cement industry. In this part the
reasons that persuaded the Government to concentrate on the public

sector are analysed.

The seventh and last part of this chapter concerns the attitude
of the Government towards management, and how it sees Management

Control Systems.

The investigations in this chapter attempt to provide a back=-

ground to Iragi industry from an economic and managerial standpoint.

N
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Next chapter is a field research carried out in Iraq,.
with seven different selected induétrial companies. The
aim of the research is to present an accurate picture of
the current managerial situation, and the standard of the
management control systems followed in Iragi state

industrjr as a wholes
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CHAPTER IX

CURRENT MANAGEMENT CONTROL
SYSTEMS IN A COUPREHENSIVE SELECTION
OF JRAQI INDUSTRIAL CCPANTES

Overall Organisational Structure of Kinistry of Industry
and Mines

Before defining the objectives, systems, arganisational
structure and other aspects of the Management Control Systems of
the State Industrial Companies that I chose during my first visit
to Iraq in May and June, 1975, it will be useful to describe the
modexrn organisational structure of the Ministry of Industry and
Hines in Irag. This is the Ministry specifically ;esponsible
for the implementation.of objectives and the designation of manag-
ement control systems for the public industrial sectof, and for
encouraging the expansion of the private and mixed sectors, The
aim of this Chapter is to discover the genefal management control
Systems that are currently being applied ih Iraqi State Industry.

If we take a good look at the organisational structure of
the Ministry, (please see Chart No. 1), we see that it comprises:

A.4 PFive State Qualitative Organisations; concerned with

the supervising and control of 42 public industrial comp=anies
and‘havipg a single centre in Alexandria for the professional
training of industrial engineers. The activities of the State
Organisation of Technical Industries are secret, because they are
restricted to military concerns,

A.2 The State Organisation of Desigm and Industrial
Construction;
(1)

Its chief responsibilities comprise the following:

i. To prepare>&efailed preliminary, technical studies
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for commissicned projects. To submit propoéals
with the related reports and statistics, To
.&mass,\v;vhere possible, adequate information, from -
the industrial projects in Iraq and from relevant
industries abroad.

ii. To prepare preliminary survéys and tenders including
technical specifications, general stipulations,
quantitative charts, To study applications, subtmit
proposals and to prepare contracts in their final form

" for major industrial erd electricity projects.

iii. To supervise the implementation of the projects and
ensure that the projects in progress are cqﬁxplai;ed on
scﬁeduleo

iv, To plan and follow up the execution of the projects

_and to co-ordinate the operations between the various
branches of the organisation and outside .agencies., To

- participate in choosing the land required for the project
and to investigate the transactions of acquisition and
occupancy. To take the necessary measures to hand the
project ovet to the beneficiary agencies, and to ensure

that the comitments of the contract are met,

A.3 The Specialised Institute for Engineering Industries;

This Institute was established according to Article 28 of the
year 1972 to carry out the following operations :(2)

i. To launch essential and practical scientific studies

and- research,

\\
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ii, To implement the studies and designs. To prepare
the conditions and specifications‘ in specialist
fields and to prepare plans for thelr implementation.

iii, 7To leaunch research intermediate between long-~term
research and the practical development research, with
the aim of advancing the industries in which the
Institute Bpecialisés:z;‘ | e

iv, Tp work towards solving technological problems in the
industrial field, and to deal with defects that may
appeer in the products either curing producfion or
when in use,

¥, To make all the analyses and estimates in the fields
~ of physics, mechanics and chemistry, that are necessary
for the factories connected with these industries.

vi. To introduce improvements and 'innovations. in equipment
and raw materials to raise the quantity and quality of
production.

All the sbove-mentioned State Organisations, together with the
Specialised Institute for Engineering Industries are under the super-
vision of a Deputy Minister, who is responsible for them.

The other side of the Organisational Structure is supervised
by anothex: Deputy Minister, who is responsible for planning and

development. He is in charge of the following offices :=

Aol mmmm:(” Its objectives
may be swmnarised as follows :

It is the only professional establishment which organises

effective industrial projects in Iraq in all sectors, public, mixed

?
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end private. It represents the national industries and industxrial
interests to the public authorities and ali other ocmmittees. It
works for the advancement and protection of Industry and. has the
authority to draw up and administer its general policies within
the public political and economic framework of the nation. Half

of its Administrative Committee represents the public sector and

the other half represents the private and mixed sectors. A public

secretariat is to be established fdr the Federation in order to
implement the public policies of the Administrative Committee
and to carry out the duties assigned to it by the first Article
of the Association, No. 52 of the year 1956, and subsequently by
the present amendment of the last Article, No. 13 of the year

1962, The third paragraph of that amendment contains the

following definition of responsibilities:()"“)

i, To amass, classify and publish informatiom and
statistics which concern industry.

ii. To study the conditions of the country's industry and

‘ to review the methods used for the advancement of
industry.

333, To review the laws dealing with industrial affairs,
taxes and the tax conditions imposed on industry and
manufacturers, and to amass a list of industrial
problems whose solution requires government help
dependent on industrial support.

iv, To study and review imdustrial relations, and the
econcmic and technical agreements between Iraq and

other countries,
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vii,

viil,

Xo

To submit proposals connected with the laying down

of technical specifications for Iragi industrial

preducts,

To judge and settle differences occurring between
enfrepreneurs , and to form a Judicial Committee for
this purpose, |

To define the concept of legal practice and legal
contractual terms in industrial affairs.

To certify the dating of papers presented and the
photocopies of the papers registered with them.

Te set up exhibitions and industrial fairs, or to
participate in such within the limits set down by
the relevant laws.

To issue certificates validating the Iragqi origin
of producis from Iraqi factories, and to approve all
documents that will help in exporting these products.

To issue certificates establishing the financial

campetency of a member at the request of governmental

departments and agencies.

The most important contributions of the Federation of

industries to the private-and mixed sectors arc the following:

=It prepares economic and technical viability studies

for :Lndﬁstrial entrepreneurs and others hoping for profit.-

~It presents ready-made programmes of industrial projects

assigned to the private and mixed sector in the national

development plan, for the benefit of industrialists with

initiative. It also offers advice and proposals as soon

as these are required. This task is underték_eh by the
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permanent Technical Consultants Committee of the Federation

of Industries,

A.5 The State Organisation of M%mg This second office will

be the responsibility of the Teputy Minister, who deals with
planning and follow-up, This office was establiﬁhed recently
(in March, 1975) and because of its connection with the Ministry
of Industry, it was known as the Ministry of Industry and Mines
(I, & M), |

The majority of this orga.nisation's activities used belonged
~ 30 the Ministry of Petroleum, but because of the conmection of this
organisation with the nature and objectives of the Ministry of
Industry and Mines, it was recently joined to it. The organis-
ational structure of this establighment camprises the following:

i, The State Directorate for Geological Surveys and

Miping Invcstigation,

di. The State Directorate for projects - The activities ef
this office will entail the launching of necessary
economic, administrative and technical studies for
every project connected with mining both now and in
the future.

3ii, The State Directorate for Sulphur in Mishraq - this
company is responsible .for the activities of mining,
purifying and selling sulphur both in Iraq and abroad.

A.6 The State Organisation of Industriasl Development, comprises:

8) The Industrial Bank. We have already mentioned in some
detail its activities and its influence on the national

econoay in Qhapter 1, PP 49 = 51‘,
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b) The Directorate of Organisation and State Welfare.
e¢) The Directorate of Research and State Industrial Comtrol.
The above-mentioned establishment was brought into being according
to Article 134 of the year 1973 to implement the following t:tbject;i.ve:s:(5 )
i, 7To incorporate an industrial growth plan for the
private and mixed sectors into the policies and
objectives of the mational growth plan at the
national level, or alternatively to use the latter
as a progremme at the provincial level,

ii, To form share-holding companies and to encourage

investment by offering bank facilities,
iii. To present openings and opportunities for investment
~3n industry, and to give facilities for investors
and savers, encouraging them to invest, whether they
be Iraq_i or from other Arab countries.

iv. 7o improve established industrial projects by extensions
or modifications, and to stipulate conditions to be ful-
filled and methods to be followed in giving credit, and
financing industrial projects.

¥. To launch viable technical and economic studies to give
rise to new projects, or to extend existing projects, or
to develop production; by the use of specialised offices
in the organisation or in the co-operative, together
with technical offices present in the country or in the
mixed and private sectors either in Iraq or ab;'oado

iv. To providg industrial projects with technical and admin-
istrative ‘aid, guidance and information on an outright
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fee basis, or on comnission, or free of charge, and to
issue import licences for industrial pio:jects both in -
the mixed and private sectors,

vil, To check the quality of indust:f:ial products and their
conformity with the specifications. To provide guidance
and direction in oxder to improvg the quality of these
products.

A.7 The State Electricify Organisation, which comprises :

- a) The State Dirsctorate for Electric power Generation.
b) The State Directorate for Minor Projects and Electricity
in Rural Areas,
o) The Stete Directorate for Major Electric Projects.
The objectives of this State Organisation include the increase
and development of the uninterrupted supply of electric power in most
parts of the country *o aid economic and industrial progress,

A.8 The Directorate of Planning and Follow-up; which comprises

the following sub-directorates :
a2) The Planning Directorate
b) The following "
¢) The Contracts "
d) The indu;strial Relations Directorate,

A.9 The Ministry Office :

The objectives of this office are to facilitate routine activities,
the flow of commissions and propositions from the State Organisations
and companies to the top levels of the Ministry of Industry and Mines

and vice versa.
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A.10 The Directorate of Manning and Professional Training(é)

The importance of this department in the industrial progress
of Iraq will be shown in an outline of its most important objectives
and duties: |

1. To study, discover what industrial projects are
needed in administration and technical fields,
and to define their future requirements of
trained personnel,

i1. To combine with the Ministry of Industry and Mines
in administering industrial professional training

~ centres;, to supervise the practical and theoretical
training programmes, to follow up all activities
éonnected with these centres, to supply them with
machines, equipment; tools and raw materials, to
facilitete the smooth running of the training, and
to incorporate any new industrial techniques which
may be developed during the training programme .
iii. To ensure that the projects planned by the new
Training Centres accord with the needs of industry,
to' construct and establish these centres; and supply
them with specialists, technicians and trainers,

iv. To establish specific qualifications for the professions
in the industrial sector, and lay down specif‘ications
énd practical and theoretical training schedules for
the training centres belonging to the Ministry of
Industry and Mines © To translate the textbooks for

the different subjects taught in training centres.
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¥. To launch a general study of industrial companies,
to select those companies capable of providing
practical training in different professions for the
Training Centres and to provide an incentivé for
the students selected from these companies to receive
their practical training in the Centres., To draw w
e time table for every student showing the time spent
on every skill specialised in. To prepare a f£ile for
each trainee, and records for different training schemes,
e.go apprenticeship, the fast training scheme and the
scheme to raise professional efficiency.

vi. Taking the proper measures in co-operation with the
specialiscd bodies, to put an end to itliteracy in
industrial projects, This problem is considered one
of the greatest barriers te effective production.

vii, To issue monthly or two-monthly reports on the effic-
iency of man-power in the organisations which belong
to the Ministry of Industry and Minerals,

A.91 The Consultation Council for Industrialisation. This is the

highest authority in all matters of planning and of the implement-
ation of general policies throughout the public industrial sector,

A.12 Special Bureaux. These are secretarial offices, one for the

Minister and one for each Deputy Minister,
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B, Examples of Public Companies from all Qualitative
Organisations: their Current Objectives, Systems
and Structure.

During my first research visit to Irag, I collected
information, and I conducted field research with seven public
industrial companies, one company from each qualitative state
organisation, except for the State Organisation of Chemical
Industries, from which I researched three industrial companies,
The companies researched are these :

a) Two out cf the three companies (the Public Company

of the Fertilizer Industry in Basrah and the Public
Campany of the Paper Industry in Basrah) are located
at what is almost the farthest point from the Board
of Directors of the State Organisaticn for Chemical
Industries, whose headquarters are in Baghdad city.
This Organisation supervises seven industrial public
companies, among them the two companies mentioned
above,

3-'5) These two Companies represent the kind of Industry
that the Ministry of Industry and Mines  has already
taken measures to encourage and expand, for it is
interested in expanding the petrochemical industries,
whose raw materials exist in Iraq in abundance and
at low cOSt.(7)

In addition to the two menticned, the following companies

were also selected :

4. The Public Bata Company in Baghdad, one of the
compa.niéé‘ belonging to the State Organisation for

Chemical Industries.
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2. The Public Company for Mechanical Industries in Alexandria.
One of the companies belonging to the State Organisation of
Engineering Industries. |

3. The Public Vegetable 0il Company. One of the companies
belonging to the State Organisation of Food Industries.

4. The Iraqi Public Spinning and Wéaving Company. One of the
companies belonging to the State Organisation of Spinning
aad Weaving Industries.

| 5 Iraq Cement Public Company, One of the companies beldnging
to the State Organisation for Construction Industries,

I compiled a checklist of 30 questions (seewExhibiﬁ_j).
A11 30 guestions were not asked of each respondent, but only
those that were relevant in a particular case, ‘Respondents were
selected so as to give a fairly wide response to the questions.
They included,; for example, departmental managers of: Organisation
& Productivity, Accounting, Administration, and Maintenance. If
the respondents' responses needed clarification, further questions
were asked. The respondents were not shswn the questions on the
checklist. The replies were recorded in note form by the
iesearcher, and his personal observations were then added as
follows :

B.4. The Public Company of the Fertiliser Industry in Basrah

= The objectives of this Company as stated by the Administration

Division Manager and his assistant are as follows:

A note on the Company itself(g)

Established on the 16th September, 1969, in Basrah
County, Nominal Capital (I.D., 12 million), On
the 1lst April, 1974, attached to the State Organ-
isation of Chemical Industries, Its major products
and capacity are as follows :
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g)

To produce fertilizers for local use and for

export.

To help in reducing unemployment.

To do its best to reduce costs and indrease

production, in order to compete with foreign

produce in the international market,

To participate in creating an industrial atmosphere

in the southern part of Iraq.

To participate in deveioping the area around the Company
5oth socially and economically. (The Company is located
about 20 miles away from Basrah City).

To train unskilled and 5emi=skilled workers, in order

to reach a reasonsble level of productivity.

To make a profit if conditions of production and marketing

permit it, and if the national interest requires it.

Product Unit Productivity Cavac,
(yearly) with three
shifts,
4 Urea fertiliser Tonne 46,000
2 Ammonium Sulphate Tonne 120,000
fertiliser

The Expansion(9)

On the 22nd April, 1972, Ministry of I. & i, decided
to expand the existing factory in order to raise
Urea production. The Contract was awarded to the
Japanese Mitsubishi Company. This Company took the
responsibility for initiating the whole project on
the 11th September, 1973, at a cost of (I.D. 33
million) and set a date for completion by the end of

1976.
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= As the Cost Accountant mentioned, the Company has not made
a profit since its establighment on 27th June, 1971. He
ascribed this to the need to sell the product in the local
market at prices equal to the produétion cost at most times,
since the Company's product is distributed by purchasing
bodies and also governmental offices. The product.is mostly
Ammonium sulﬁhate,.Urea, Ammoniun gas, H2 SOL and Liquid
Ammonium to public industrial companies; or to peasant

societies, which are alsé under government -supervision.

The second reason, which is beyond the Government's
control, is the low price of such products in the international

market .

= The technical reasons behind not making a profit; as mentioned

by one of the Company's Engineers, are:

a) Frequent stonpoages, which happen to the factory
machines as a result of technical faults when
the machiﬁes were installed, and ffequent power

cuts.

b) Shortage of efficient Iraqi technical staff to
maintain the factory machines and increase

productivity.
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c) Unsuitability of the machine design for Iraqi
weather. (The area where the Company is situated is
considered one of the most humid and hot places in Iraq).
d) Evern under perfect conditions, production in the Company
never exceeds 75% of the designed capacity.
= Among the other points, mentioned by the Cost Accountant, as
sufficient reasons for not making a profit, is one which creates
dissatisfaction among the manpower in the Company. This is the
prolonged and complicated procedure, which must be gone through
before taking the most important decisions.

This situation results in a negative attitude, when the
decision: is at last made, and it frequently results in the loss
of profitable deals on the intermational market., Other points
mentioned by this officer are the distance at which the people
responsible for production planning, marketing and expenditure
operate. (Those people are members of the Board of Directors of
the State Organisation of Chemical Industries, and their offices
are located in Baghdad City, which is about 360 miles from the
Company site). Very rarely does any one of them come personally
to visit the Company and try seriously to investigate and live
through the problems of the factory and its workers, before the
central Board enforces its general plans for such things as
production.

A third factor noted is the urgent need to increase the
authority of the Consultative Committee of the Company,

This Committee is much more f'amiliar than any other body wit.h

the needs and problems of the Company. If, however, it is teo
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take speedy and effective action, it must have sufficient

authority.

= The long term general objettives, which embrace the public
industrial sector as a whole, are drawn up by the High Planning
Council at the Ministry of Planning. This consists of the
Ministers of I. & M., Planning, Finance and Trade and members
of the Economic Affairs Bureau in the Revolution Command
Council, together wiﬁh members of the Consultation Council for

(10) 1ye High Planning Council is headed by

Industrialisation.
the Vice President of the Revolution Command Couricile The short-

| term general objectives for one or a few étate industrial companies

-are planned by members of the Consultation Council for industrialisation.
- Some changes occur in regard‘to the general short-term objectives,
mostly once a year.

= The organisational structure of this particular company defines

the authority and responsibilities of the high and middle management
levels, in order to control and supervise the functions of the
divisions, departments and section, and then defines the possibility

of co-operation and co-ordination among these offices (See Chart

No. 2).

- Members of the Consultative Committee are chiefly responsible

for the success of the organisational structure.

= The Company prepares two kinds of accounts - Forecast (Budget ing)

and general Final Accounts (see Table No. 5).

= The Finance Manager would not give me a copy of the final general
balance sheeg; as. he said this information was considered secret,

AN

according to instructions from State Organisations to all public
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companies., 1 did obtain the figures of the Final Balance Sheets
of the campanies. I visited from the annual report issued by the
Ministry of Industry and Mines . for the year 1973/7h, after I
had received written legal permission from the Deputy Ministera'
= The Company does not use any computing machine to calculate

the financial process. Aotuall& no part of public industrial
sector uses a computer system in its activities.

= There is a manual to help managers draw up the budgeta(11)

- The process which is followed when the managers prepare their
forecast budgets, is that each division prepares detailed
information about its needs, and its estimated expenses during
the next fiscal year. This financial ipformation is collated

in the accounting division and after co-ordination, presented to
the Consultative Committee, This Committee studies the inform-
ation,.amends when necessary, and presents it to the State Organ-
isation thatv supervises the Company, i.e. to the Planning and
Financial Office, which then studies the budgets from all financial
aspécts. After that, the Planning and Financial Office presents
the Forecast budget to the Board of Directors of the Organisation
for discussion and approval, and then presents it to the Ministry
of Industry and Mines for final approval., To take the instance
of the Maintenance Department, which is part of the Technical
Affairs Division. Since the Head of this Department is also a
member of the Estimated Budget Preparatory Committee, he uses

all the information available to him about the needs, and forecasts
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of the Mainfenance Department, and he personally classifies his
Department budget. This budget, combined with those of all

other departments is subject to the Technical Affairs Division,
The same proceaure is carried cut in all the other divisions.

= Usually the required reports about control processes for-
instance cost accounting, statistics and a profit and loss sheet,
are presented each month to the Manager of Technical Affairs (see
Tables Nog. 6, Do

= The Company does not use Standard Costing as a ﬁeans of control-
ling Engineering Costs. Estimates; as the Cosf Accountant mentioned,
fulfil this objective. He also said that no other controls are
exercised by accounting division. The reason is that most of the
Technicians in the factory do not eccept any kind of control or
interference from cost accounting officers. For instance, when
one of the Technicians in the Maintenance Department asks to
purchase any material fram the local or foreign market, he néver
consults the Cost Accounting Department about the prices or quality
of the materials needed.

= Reports are presented daily or weekiy from the Technical
Supervisors to their Department Heads and then to the Cost
Accounting Department.

= There is a manual, which might be considered a management plan,
listing the objectives of each department (See Job description,
No. 1.). |

Personal Observations:

1. Some of the officers I met answered the questions,

in a limited and specific way. Scme of them tried
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2.

3.

not to answer clearly, especially when they saw
that their answers were being put in writing.

They were afraid that if their answers were
critical they might be held responsible for

what they had said.

Some respondents, due to lack of experience and
specialisation, did not understand the mesning

of some of the questions, although I explained
them in simple language.

I found that there is a tendency towards careless-
ness, a lack of real interest in serious work
requiring initiative. Most of the officers and
employees are conscious of working in an area far
away from the cities, which gives them an excuse,
since they ars in an isolated position, to be
dissatisfied with the lack of a modern social life.
A good percentage of them hope later to be able to
transfer to another Company near one of the cities
like Mosul or Basrah or Baghdad.,

All the public industrial sectors have broadly
identical ebjectives and control systems. ' These are
planned by a member of the Consultation Council for
Industrialisation. But these objectives and the
general systems, can be elastic, and there is the
§053:i.'bility of varying them to certain extent, according
to the needs of each Ccmpany.

RN
S
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This ability to manoeuver depends on:

a) The capability, strength of personality and the
extent of the political involvement of ‘t_;he General
Manager,

b) The e:cperience, efficiency and enthusiasm of the
ménagers in the high and middle levels,

¢) The location, type and quantity of product, and the
date when the Company was established, All these
elements can play a part in crystalising the control
systems that fifc eéch Company within the general
plan and poiicies drawn up by the Consultation Council.

5. As Iraq is developing in almost all spherés of economic
activities; after the sudden drastic increase of oil
revenue, the change in the size, and the organisation's
structure and their titles have to match with these

developing activities,

B.2 The Public Company of the Paper Industry in Basrah

During my visit to the Company I met officers from the
Technical Division, Controlling Department, Financial
Organiéation and Productivity and Administration Divisions,

A Note on the Company itself

(12)

Established on 17th September, 1970, in the country
outside Basrah city., Its capital is I.D. 21,000,000,

N
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Their answers to the questions which related to their
 particular fields on the checklist in Exhibit I were as
follows :

= The ijecﬁives of the Company are clear and may be summarised
as follows : |

a) To supply the Iré.qi market with products previously
available only as imports.

b) To exploit national resources previcusly ignored, in
this case the material from the processing of sugar
cane,

¢) The Company has now undertaken laboratory research to
investigate the usefulness of other cheaply available,
cellulose material, i.e, palm leaves, cotton fuzz, etc.

@) To provide further employment in the country and to
create an industrial atmosphere in the area surrounding
the site, which is located 30 miles from Basrah City.
Further, to familiarise the neighbouring swamp,Mabit-
ants with the workings of modern industry.

e) To exploit nearby energy sources, e.g. natural gas.

f) To make use of the by-products of other industries, for

example, pulp from the sugar industry, hydrochloric

Products and Capacity of the Comoany

Product Unit Annual Capac.
Paper (various types) Tonne 24,300
Cartons " " Tonne 16,500
_F;Igggamsion(1 3)

A Contract was made for the expansion programme with the

Saltzer Co, of Switzerland on li4th March, 1974, on the basis

of a prepared plan and at a cost of I.D. 38,250,000.Completion
has been set to take place, after a limit of 34 months on 14th
January, 1977. The project will depend on terms of productivity
on the raw material provided by sugar cane available in Southern
Irag. The expansion includes the construction of a unit to
Process "brevity dough" with an annual capacity of 30,000 tonnes,
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acid from the textile industry, lime from Mosul Sugar:
Pactory and H2 S04 from the fertilizer factory.
g) To try to make a reasonable profit for the benefit of

the whole national economy.
= Thecoretically an overall plan was to be produced by every
qualitativg (parent) Organisation for each of the companies it
administers. In reality the plan for the achieving of the
objectives has evolved internally. Suggestions and recommend-
ations are first made by members of middle management, i.e.
supervisors and department heads, These ideas are forwarded to
divisional' heads at the meeting of the Consultative Committee of
the Company, when they are consolidated into a plan, which also
takes intv account the objectives drawn up by the Ministry of
Industry and Mines,

These objectives are then forwarded to the Board qf Directors
of the State Organisation which supervises the Company. After any
emendations which the Board may find necessary, it is then sent
to the Consultation Cpuncil for Industrialisation; which the
Minister heads, for final study and approval,
= Detéils of the organisational structure were not available because
the Company was in the process of expansion, but the structure current
at the time of my visit can be seen in Chart 3.
~ The organisational structure is fixed, except when a;f‘fected- by
expansion or changes in the high managerial level. Such changes

usually occur at intervals of between one and five years.

produce dough from the brevity unit. A paper manufacturing ‘
machine producing 17,000 tonnes of white paper annually and
a second machine with a capacity of 8,000 tonnes of paper will

also be constructed, as well as a machine producing 4,000 tonnes
of sanitary paper a year. .
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hierarchical authority and responsibility - to limit the
relationship between the divisions themselves and between the
divisions and the other levels of the Compz_my.
= It is the responsib;llity of the General Manager and Divisional
Managers (the Consuitative Committee) to monitor the success or
failure of the organisational structure.
= The Campany prepares budgets like any other state industrial
concern., These are of two kinds. The first, called a Forecast
Budget, contains information about the Company‘'s interded finan-
cial activities in the coming fiscal year. Tke second, kunown
as the general final balance sheet is a summary of the previous
year's financial activities (see Table No. &).
- As the Iinance Menager mentioned, the Company has not made a
profit since its establishment, but it has wérking capital which
enables it to contirue production. This situation is ascribed
by the Manager to the inability of the Company to reach designed
production capacity in the early stages of its life. The Company
does not make a profit, because :
8_.) Technical and manageiial staff lack experience and
mistakes cccur whilst experience is being gained.
b) Most of the Campany's efficiency depends on imported
rew materials, and this dependence puts the Company
at the mercy of linternational price changes.
¢) The boring routine creates an atmosphere in which

correct decisions are not always made at thé right time,

.
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d) Limited authority has been delegated to the Compahy'é
Consultative Committee.
e) The campany is hampered by a problem common among
industrial concerns, especially those situated like -
this one, in rural areas, and that is the problem of
dependenée on local manpower. This particular area
is considered to be one of the most backwerd of rural
areas - it is an area of swamp - and the problem is
one of attempting to change simple farmers into
disciplined factory workers, a. pi'ocess which takes
considerable time, money and effort,
= The Forecast Budget is sometimes inaccurate by up to 4L0%,
- The final and forecast sccounts are drawn wp solely with the
help of manual accounting machines. ﬁoweve;-, information is
available from the uwnified accounting system which assists menag-
erial staff in drawing up their budgets.
- The final balance sheet is drawn up by the officers of the
Financial Division and then discussed by the Consultative Committee.
= The Maintenance Department suggests its planning budget and the
 Financial Division puts it in an acceptable form for account ing,
~ The ideas and suggestions of foremen, supervisors, heads of
departments are sent in the form of reports to the Divisional
Managers of the relevant fields. After finalisation _by the
Divisional Mansger, they are forwarded to the Financial Division,
who analyse this information on a specially designed form. This

information concerns .the problems and achievements of production
N,
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and develépment, and suggestions or ideas for solving eiisting
problems, These reports are then studied at the weekly meetings
of the Consultative Committee. For the Maintenance Department
there are daily and monthly reports and usually the heads of the
Technical Department meet with the Technlical Division Manager.
= The Company does not use standard cost accounting procedures
in order to control engireering costs because no specialist;
in this field are available.,
= The Division responsible for drawing up productive specifications
is the Orgunisation and Productive Division, but until anow the
Job has not been done by this division because it was onl& set up
four months ago. Further, there are no work study staff.
= The system of controlling engineering costs is by a special form,
filled in by workshop supervisors, which provides the following
information:
a) The cost of the raw material used. The workshop
supervisors fili in the designation of the raw
material, the store number from which it is drawn,
and the standard unit and quantity used.
b) The number of man-hours necessary to camplete the job.
¢) The machine hours on each individual machine.

This form is in quadruplicate, and after completion of the
job the manufactured product is sent to the outward stores. The
costing information recorded on the form and the internal working
document, and the information concerning raw material used ip
produotibn, is recorded on a stock control document. Any surplus

is recorded in the general ledger and returned to the stores.
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Three copies of this document are sent to the Stores
Accounts Office, where the raw materials are priced in the
Originating Department. The three copies are then sent to the
Costing Department, where the wages costs, depreciation, and
other expenses are added, from the figures calculated in advance
on the planning budget.

The Cost Department calculates the total cost and sends the
top copy to the Financial Division for éhe purpose of Jjourmal .
entry. The second copy is returned to the Stores Accounts Office,
where the stores receipt for manufactu;'ed material is appended,
and the material priced and entered on stock cards, The third
copy remnains in the Costing Departmenﬁ for analysis and use in
x;one;ntemal functions, The total working cost is calculated by
the Costin,g Department from the total factory expenses, and the
results are related to other divisions, according to their interest
in that factory. This is a brief resumé of the information on the
method of calculating engineering costs given to me by the Financial
~ Manager.

- As regards non-=accounting control, the Organisation and Productiv<
ity Manager explained that each division has a particular respons-—
ibility. PFor instance the responsibility of the Purchasing
Division is to decide on reasonable prices for raw material, and

to ensure that such material meets specifications. In the event

of its being sub-standard, alternatives must be found. The
Marketing Division co-operates with the Production Manager to

aménd and develop production, and to create new markets for the

developed preduct,

(93)



= Control over non-azccounting aspects of direct work cost are
exercised by these means :

a) Daily and monthly reporfs obtained by Senior
Management from Depariment ﬁeads'and.Technical
Supervisors in order to establish what problems
and deviations might ocour during work shifts.

b) Quality control is exercised by guages fixed to
the machinery and by prepared charts aﬂd forms,

= The system for providing management with information to assist
~ in the planning of costs is as follows :

For maintenance, development, and Quality.Control, none exists,
but a serious study is being undertaken by the National Centre for
Consultation and Management Development in order to evolve a practical
method;
= There is a manual, which could be considered to be a plan for
management, which delimits the job description of various divisions
and departments.
~ The planning (Forecasting) budget is considered to be an outline
for senior and middle management in the fulfilment of their objectivee.
= The Supervisors are not responsible for the costing of their
departments.
= The easiest costs to control are those of modern machinery, i.e.
computers., These are not yet in use.

-~ The most difficult costs to control are those incurred by the
increasing percentage of unskilled and lazy workers and agitators.
- Information which is not to hand, but which would be of great
benefit to managemént, is the real cost of all production

activities and their accurate timing.
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= There is no export since production does not satisfy internal
demand - local markets are a function not of demand, but of the

production capacity of the machinery.

Personal Observations :

X have made an exploratory visit to observe the Company
working, This visit started from the raw material stores and
progressed through the production process to the finishing
department. I can summariée what I have seen, and the answers
given to my questions by the Manager of the Organisation and
Producitivity Division:

1o The full design capacity of the machinery is not
exploited, even though enough time has elapsed
since.estahlishment to allow this to take place.

2. I believe that the production flow line is not
correctly organised, though the nature of this
product requires consecutive assembly.

3. The percentage of waste and spoilage during prod-
uction is unacceptable.

4, Study of the last forecast budget reveals :

a) That it makes super-human demands for ité.
execution ; and

b) No Commercial Market Study is considered, and
there is only a superficial study of profit-
ability. I consider this to be a result of the
inability to undertake cost control. The prices

are not competitive with those of foreign companies.

N

(95)



5

7o

The reason; as the Manager explained, is not

only that management control systems in developed

countrigs are more efficient and effective, but

alsc that the opportunity exists abroad for mass

production and industrial integration. In add-

ition there exists a greater industrial awareness.
There are weaknesses in the system of follewing-up the
production processes necessary to achieve the Ccmpany's
objectives, I consider the reason for this to be the
lack of specialised technicians and managers. Those
technicians and managers,who'do exist were found to
lack enthusiasm for the execution of theif respons—
ibilities. They realise that they will not be called
seriouély to account because of the difficulty in
replacing them,
There is a lack of real knowledge of the state of the
international market in reséect of the source and avail-
ability of spare parts, competitive prices and alternative
spares. I found that scme spares had been bought in large
quantities indicating a lack of scheduling study. The
result of this is frozen capital which might otherwise be
available for other uses, and a shortage of other spares
leading to slowing down and stoppages on some machines.,
There are clear problems in regard to delimiting authority,

some officers occupying a favourable position because of a

relationship with someone in state authority. Those officers

exercise authority in areas for which they accept no equal
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xesponsibility. This situation gives rise to some

sensitivity in the relations among the personnel,

The Company suffers from a problem of wage rates,

This is because it is situated near the Iragi

National 0il Company, which is able, due to its

greater wealth, to offer greater financial incent-

ives to those workers who have experience in ind-

ustrial work.

This doubles the problem of finding

trained technical workers for the paper industry.

B.3 The Public Bata Company in Baghdad

J visited the Company and met the Administration Manager,

the Sales Manager, and the Senior Cost Accountant. After present-

ing the questions, the following answers were received in the order

in which they appear on the checklist, although the answers were not

as open and detailed as those given by the previous Company.

A Note on the Company

It was established in 1936 as a small branch of a foreign
Company in Iraq.
became a limited Company with Iraqi and foreign capital.
The factory was built to manufacture shoes from leather,

rubber and plastic,

It expanded gradually up to 1952 when it

The Company was nationalised in 1964

and attached to the People's Shoe Manufacturing Adminis-
tration in Kufa.

1970 when Organisation Statute No. 90 came into being, ¥z
one of the ex~-Ministry of Defence factories at al Furat,

and the Sponge rubber factory.

Products and Capacity

1.
2,
30
‘b'o

Product

Leather Shoes
Rubber Shoes

Plastic Shoes
Sponge Rubber

Unit

pair
pair
pair

. Tonne
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Other Companies were attached to it in

The capital is now ID.1,885,575.

Capacity

2,168,000 E'. shif‘tg
1,258,000 (3 shift
580,000 (3 shiftg
400 (1 shift



= The objectives of the Bata Company may be summarised as
follows :
a) Since there is an increasing demand for shoes, aﬁd the
Government does not encourage imports,»maximum possible
use of the machines is one of the Company's objectives.
b) Profit is not considered to be an objective, but is in
fact achieved from exports.
c) Satisfying a certain percentage of home demand is an
objective.
= The objectives are drawn up by the Censultative Cormittee
of the Company. They are pursued together with the general
objectives set by the State Organisation of Chemical
Indusfriesu
= The objectives of the Company change according to the general
plan of the Ministry of Industry and Mines,  vhich is linked
to the National plan, renewed every five years.
- The organisational structure is not in printed form.
= The organisational structure does not change unless there are
major personnel changes or expansion takes place. These sorts
of changes usually take place every few years. For example,
let us take the Kufa branch of the Bata Company (previously the
State People's Shoe Company in Kufa); this branch was established
in 1959, was independent managerially and belonged to the State
Establishment for Industry (now abolished.) When the~Ministry
of industry and Mines took over this factory in 1970, which

is - 90 miles from Baghdad City, it was attached to the headquarters.

N,

N
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Company in Baghdad., Its association with the Headquarters Company
includes planning and management control. It is-also confrolléd
for the purpose of distribution by the Campany executive (thel
executive of the Public Bata Company in Baghaad) who also
exercises responsibility for limitation'of the market, quality-

and quantity of production, and details of financial activities.
The Assistant General Manager in Kufa, for instance, who carries
out the duties of General Manager in that factory, receives
instructions and authority from the General Manager of the Bata
Company in Baghdad, as do most'of the individuel departments.

In short, authority is centralised.

= There are about 100 outlets for the Company's product throﬁghout
Ifaqo~ Tke people who cérry out the job of marketing are commission
agents who reéeive a percentage of the profits - between 3% and 8%
of the sale price according to the location of the outlets and who
are independent of the Company.

= At the moment there are no foreign officers in this Company.

= The organisational structure is designed to produce co-cperation
and co-ordination between the departments on each level and between
the different levels, and helps to define authority and responsibility.
= The Campany like the whole of the State Industrial Sector, prepares
two kinds of accounts, planning (forecasting budgets and Final
Statements - see Table 9).

= Every divisional manager is responsible for the preparation cf
his divisional accounts. These are collected and sent io the
Financial Division in order to be put into final shape, and after

discussion with the Finance Manager the accounts are presented to
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the Consultative Committee. They then go on to the Board of
Directors of the Organisation and finally to the Ministry for
epproval,

= There 1s a manual to help the managers to draw up their budget.
This Conpany does not employ a Standard Costing System, but the
historical one of forzscasting. The reason for this is the lack
of efficient accounts staff, |

- The Leather Costing Card shows information about the price of
each pair of shoes, and the approximate quantities of leather
which should be used (see Table10). The Costing Department
prepares documents specially for each model which exists in prod-
uction, and the specifications for all kinds of material used in
the shoes., The information on these docusents is used by the
‘officers of the Production Department, who drew materials fram
the Stores Supervisor,

- The Company has a forward production plan for four weeks ahead.
After'this short term plan has been accepted by the specialists,
the Costing Department prepares all the models in the factory
sections for each week, and then the raw material supply documents
are prepared by the Cost Department and sent to the Production
Department, so that the Cost Department controls the quantity and
specifications of each model weekly. |

= There are no non-accounting control procedures.

= Each supervisor in the Production Department is responsible for
having enough materisls for a limited period of production. The

supervisor is considered responsible for the production of a fixed
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quantity of the finished product previously specified, and it is
his duty to reduce unnecessary waste.

- The actual cost method is the easiest for controlling. The most
difficult; according to the Senior Accountent is standard costing,
and he ascribes this difficulty to the lack of campetent eccounting
officers.
= The previous officer adds that information not anow available,
which would be of use to management, could be provided by
gpecialised costing personnel, able to prepare a standard system
which might give a clear and precise picture of the costing procedure.
This would help top management to make the right deéisionso
- Export activities are controlled by different accounting methods,
for instance, in the calculating of export costs, internal taxes
must be disregarded in drawing up a selling price. The commission
of the distributicn agencies is similarly omitted, while some of
the managerial expenses which relate to the Export Department,

8 part of the Sales Division, are added.

Personal Observation

4. The following observations were made‘ during my visit to Bata
in Baghdad and from the information received from the Senior
Accountant after asking the final question.

a) This Company mekes a reasonable profit, perhaps partly because
the management control system remains to a certain extent
affected by the system in operation when the Company was under
partial foreign ownership,

b) Many of the managerial staff havc been employed here for several

years and have accumulated experience and ability,
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c) The successful marketing operation which existed prior to
nationalisation is still workable, because the Marketing
Division conduct field studies to discover real public
taste. This Division asks the Production Department to
develop products according to the changing taste of
customers of both sexes and most ages.

d) Mechanisation has helped towards mass production, which
enables the unit cost to be reduced and the percentage of
waste to be cut. The Company have al=so saved time and
money by creating skillful workers. These factors
contribute to products of high quality and reasonable
price; which enccurages the import by foreign countries
of the shoes produced by this Campany. For instance,
"the 1974 figure to the U.S.8 R. was 15,000 pairs, and

this is the lowest export figure in recent years" (45)

2, The problems suffered by this Company are the lack of a profound
-and factual study of the work specifications for each job, and the
difficulty of ensuring the appointment of staff with appropriate
qualifications, interest a;nd an efficient approach which will
enable them to carry ouf their appointed task without any pressures
other than those of the job in hand. The Company is nonetheless
ideally situated in this respect in the centre of Baghdad City,
where there is a wide choice of suitably qualified personnel,

3., Some of the Qompany‘s employees were not qualified to accept
the responsibility of their jobs, and so they tried in various

ways to conceal fhg fact that they were working in a lazy and
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4.

5e

dishonest way. They found a §ariety of excuses for
absenting themselves from their duties. I believe that
the reasons are those stated in the previous observations,
No. 2.

The Company takes care to ensure Iadequate stock ‘lAevels for

& period of not less than six months ahead, This period is

.considered reasonable, especially since some of the materials

are imported from distant countries, and the sources are
affected by political and economic factors, international
price fluctuation and the availability of altermative
materials, As for the finished goodg in the Company's
warehouses, these were few and ;anetimes almost non-existent.
This is because the distribﬁtion channels in the home market
are effective because of the financial incentive, and foreign
demsnd is high because of the hlgn quality and reasonable
price of the Company's shoes and the satisfactory results
obtained in. the tests they a.fe subjected to.

This Company is the only one which operated a piece work
system of paying wages. (This system was started a few years
before nationalisation)., This method, however, had a |
detrimental effect on quality, especially in the last two
years of its operation, and so a new method of assessment
was prepared by the Production Department. The production
operations were divided according to the skill required for
their operation and designated 1 - 6 in an ascending order
or dif'fj;;ulty_g_ For each level there is a set wage. This

N
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system has been in operation since 1st October, 1975. -

B.4 Public Company for Mechanical Industries in Alexandria

During my visit to this Company, situated same 50 miles from
Baghdad, I met the General Manager and the Commercial Manager.
However, the time they had available to answer the questions was
limited and I found that they were reticent about supplying inform-
ation not already available in printed form. The information gained

.from these answers, the printed forms and my own observation follows,
but first I wish to give a concise picture of this heavy industry.

(416)

a) Organisational Structure and Main Offices of the Company

According to Statute No. 90 (1970), the jobs of planning,
following~up and co-ordinating, the icsuing of credit on
the basis of the forecast and final account, the prepar-
ation of financial statements and the supervision of the
affairs of officers and employées, are all the respons-
ibility of the State Organisation for the Engineering
Industry, While every public company carries out the -
general plan by preparing the production reguirements
and manufacturing its products in order to fulfil its
forecast budget, this Company is in addition involved

in following the market processes and obtaining the money

- cme emm e

(17)

Summary of the Company

When, in 1959, the Soviet-Iraq Technical and Economic Agreement

was signed, it was decided to set up an agricultural machinery
project. This project was given a high development priority. At
the beginning of 1968 the State Engineering Industry was established
within the State Establishment for Industry and 1370 saw the estab-
lishment of the State Organisation of Engineering Industries, which
took over responsibility for the creation of heavy industry in Iraq.
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from sales, (This specialisation among the qualitative
Orgenisations and the public Industries which are admin-

istered by them could apply té all qualitative Organisa-
tionso(18) As there is a huge expansion in motor car prod-
uction, a special directorate has been created to gontrol it,(19)
The directorate is attached directly to the State Organisation
of Engineering Industries, besides its legal attachment to

the Company. The offices which exist in the Organisational
Structure (see Chart 4) are attached directly to the General
Manager, who supervises the execution of the Conpany's indust-
rial policy and co-ordinates fhe jobs of different officeso
There is a special bureau for checking and follow-up to assist

the General Manager in the execution of his duties,

Natur: of Work in the Company‘'s Factories (20)

Here I am going to present in some detail the gist of the
major functions of the Company's factories drawn from the
available literature. In order to give an idea of the nature
of the work in these factories it is necessary to follow the
various processes carried out from market research to aftei=
sales service and developﬁent, which could be called the
production cycle, This inchdes four major steps, the first of
which is production designation. This includes checks on
quality, specification and demand. The second step is prod-

uction itself, including preparing production reguirements,

This Company became one of the main companies in the Organisation
and was later -named the public Mechanical Industries Company in
Alexandria and was. given the task of constructing agricultural
machines and ancillary components,
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production processes and quality control. The third step

is marketing, which encompasses preparation for selling,
advertising and sales procedures and services, The final

step is prcduction development, including improving qualiity
and redesigning according to the state of the market. In

the first stage, a contribution is made to the investigation
by the Commercial Office (Marketing), who ascertain the type
of product and size of demand, while the Research and Devel-
opment Office makes a study of required production and arrives
at the major specification. The third step is helped by the
technical, planning, quality control and commercial offices,
The Technical Offiice decides on designs and the technology,
which in twn determines the raw materials reouired, and the
Commercial Office (Purchasing) works to ensure the availability
of these materials. Meanwhile spare parts are manufactured in
the spares Department, which belongs to the Technical Office,
After preparing product requirements, the Production Divisions
and its assembly lines produce and prepare the coumodity for
despatch. At the end of each production process there is a
quality control process to ensure that the preduct conforms

to specification, During this process, when necessary, men-
power training takes place, as skill is a major requirement.
This is the responsibility of the Administration Office. To
execute the third stage the Commercial Office have to advertise
and contract with agencies to sell the final product, or to
.arrange direct sales and take care of after-suales service
either directly or through agencies, and to collect inform-

ation about the suitability of the product for its intended job.
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In addition they co-operate with the Financial and
Economic foice for cost study and to establish a compet-
itive price. The fourth stage is the concern of the
Research and Development‘Office, which txries to improve
the product, of redesign a product suitable for {he Jjob
acéording to the recommendations of the Commercial Office
or the observations of the users., After completion of
research and development, the samples are presented to the
Pechnical Office (Design Department), for completion of the

production cycle.

.In addition therc are other important jobs, which are not

directly related to the production cycle, but are nevertheless
of major importance in facilitating the production procedures,
The most importent of these are maintenance, transport, public
services, stores and construction. A brief picture will now

be given of the nature of the work in some of the major

- departments related to our studies in the Company's factories,

iaeo to the Management Control System followed by this Company.
Planning

The major objective of planning is to ensure the most efficient
means of production by the intelligent use of machines and ind- |
ividusl processes. This could be achieved throuéh issuing
detailed schedules and preparing production sequences, also
through following up the execution of each stage and analysing
and assessing the results in order to amend the schedule for
the next period. Planning comprises these major departments.
Firstly =w;he Scheduling Department. This initiates the
schedules, resuléing from the documents, forms and technolog-

ical procedures,
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Secondly - the Despatch Department. This sends out
information on the use of raw materials, spare parts,
Jjob orderé, and controlling, besides following up the jobs
and making amendments where necessary,
Thirdly = the Following Department. No doubt each department
has to have its own follow-up procedures, but the central
Following Department is still very important for unifying
the facts and preventing clashes of procedure as a result
of varicus changes, This following-up has two main functions:
1o To produce awareness of actual activity as compared

with that plamned, and to explain the reasons for

any divergence.
20 To suggesf modification procedures to eliminate

this divergence., The Planning Lepartment has a

direct link with technology, productivity and

marketing in the sense that it determines raw

material, production, the shift production level

and job stancardisation. |

20 Quality Control

The major objective of quality‘control is to ensure fhe high

quality of rew materials, products, spares and measuring
equipment, besides drawing up analyses which include design
procedures. Accordingly, the Division contains these major
departments :
Firstly = the Investigation Department. This oversees assembled
and non-assembled goods. The investigation must be carried out
according to the technical requirements laid down by the designs,

and this Departmeﬂt has investigation sectlions which take care
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of ell the production departments, spares and assembly,
Secondly - the precise measuring laboratories, Their function
is to check equipment spares, etc., used in measurement, and
to be sure of their suitability for the job.

Thirdly - the Mining laboratories. These are concerned with
the quality of raw material and other materials used during
the technicological processes; including mechanical, mining,
chemical and heat processes and stoving; painting and oiling.
There is also a special laboratory for spectral and X-ray
analysis, and quality control has direct links with design,
technology, production and plamning.

Costing

Classi: costing procedures cannot be considered as & means of
calculiating costs for the mechanical industries. In this case
the definition I give extends to and includes control of plaming
execution, showing divergence and bringing it to the attention
of the Company services, besides controlling stock levels and
wages distribution, The factories of the Mechanical Industries
Company have several production workshops and follow different
technological methods for the production of different items,
This situation calls for a number of costing centres within
the framework of central costing, which means that calculation
of forward cost depends on the technological contribution,

For the purpose of establishing the cost of any product this
equation may be used :

where C

cost; Cd = direot cost; Ci = indirect cost

Cd + Ci

\\

]

c
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The direct cost comprises: Raw material (Mining)

Secondary & completion materials
(tyres, glass and plastic).

Depreciation (casting, fixing and
production machinery).

Power (electricity, steam and
pressed air).

The elements of indirect cost are:
Industrial Sexrvices

Marketing and administration
services.

Fixed costs: (buildings etc.).

Calculation of these items must take into consideration the
forecast for individual warkshops. The cost of raw material
and secondary maferials can be calculatéd by %’echhology Department .
(Sée Table 41,) The Company considers that building deprec- |
dation will reach zero in 20 years; and machinery in 10 years.
In order to execute these functions the following sections
gaxist in the Cost Department.

i. Forecast Cost Section

ii, Actual Cost Section

iii, Loading, distribution and Stores Expenditure

Section.
iv, Store Control Section.
Vo Claims Section.

The Cost Department has a close liaison with the Technology,
Planning and Marketing Departments for the pu@ose of fore=

‘casting costs and assessing prices.

The following answers are the whole of the information

received in reply to the questions on the checklist, and the answers
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were given in a legal letter signed by the General Manager,

the Engineer Latif al-Alwan.

= Yes the Company has obJectives,

= The objectives here initiated by the Consultative.Committee
together with the Board of Directors.

= The objectives have not changed since establishment.

= The Company has a clear organisational structure.

= The orgenisational structure has not changed since its estab-
lishment by the Industrial Development Centre for Arabic Countries
in 1971,

= The Budget is prepared by the High Committee =nd Subsidiary.
Committees and the Office of Financial Affairs.

< Each division 6f the Campany prepares its Budget in co-operation
with each department and its off_icers°

= Budget follow-up takes place once a month by report.

= The Company uses standard costing and standards are get feor
current work b& the Technical Department, and for the further
work by the Work Study Team.

= Control for deviation of raw material is established by Material
Control in the Planning Office and directed during working hours
by the Production Division. The result is sent to the Costing
Department on special forms.

= Each supervisor is responsible for the execution of the plan,
but not for cost control.

= The planning Budget is divided into months and seasons and it
must be followed precisely as a monthly and seasonal programme

for production and sales,

N
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- Each division specialises in certain functions, for which all

information is fully available to the division.

= There is no large export activity now because of home demand,

Personal Observations.

My personal observations of this Company through my visit, and

from information supplied to me in printed fcrm, are as follows :

1o

20

The following table is compiled from Company products and
shows present prcduction growth ccmpared with the previous
year, (see Pable No, 12),

There is a tendency for both Iragi and foreign personnel to

leave their jobs. This tendency was marked in 1973-74 and

increased in 197475, Incidentally, this Company along
among the Companies I visited employs foreign experts and
technicians, most of whom are Russians and Czechoslovaks.

In order to assess the réasons for this it is necessary to

point out these factso(m)

a) The difficulty which the employecs encounter in
transferring to the area where the Company is situated,
despite the guarantee by the Company of transport for
most employees.

b) Most the employees live near the Company, in an isolated
rural area, The Company has prepared a housing areaand
public facilities in order to encourage employees to live
nearby, but although the number of houses. consistently
increases;, it can not keep pace with demand, especially
since the designation has been increased, because of the
z‘axnily_'énd social ties of employees, most of whose families

live 1n citie\so
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Table No., 12.

Fram the . heginning

of the year to end of March 1974

Same period
Products Actual Plamnirg of last yesar.
| Actual
Unit Quant, | Price Quant. | Price Quant. | Price Growth %
Agric. Equip., number 2,184 | 211,682 | 4,120 ] 598,970 35 734 | 203,299 104
Bodies " 585 | 103,223 | 1,100 | 251,120 61 294 68,015 2%
Wooden goods " diff.| 151,936 | diff. 14,6001 104 | aiff, 93,122 126
Castings Tonnes 4,033 | 571,422 | 5,250{ 790,900 72 2,712 | 314,649 182
Non-standard " 355,174 89,405 860 | 212,500 42 aife., 55,248 162
tools
Manual tools - nunber | 69,695 41,346 | 60,000 170,000 15 21,490 5,329 820
Springs Tonnes 1,424 | 249,255 2,100 | 393,000 63 {178,185 50,605 498
Other Manufac. " 197,583 66,916 716 | 126,260 55 diff, 15,467 453
Tractors number 1,735 | 245,750 1,750] 2492,500{ 98 716 | 984,100 250 -
Capital Manuf- | emount airf.| 335,959 4Qiff) 584,750 57 diff. | 535,988 62
acturers )
Total Diff. [4330,594| Diff. 5866,600| 74 Diff. | 2325,822 185

Result of the Product Report for March 1974 (22)
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0) The aifficult nature of work in scme divisions - notably
the Qasting Department.

a) Employees of this Company do not receive wages comparable
with the employees of other State Canpaniés, if account
is taken of the unpleasant nature of the work and the
different circumstances from those which obtain in other
Iraqi companies. Furthermore, it is an isolated area.

I believe that these problems are common to most

companies located at a distance fran county céntres,

but a serious practical study is being made to overcome
> these problems in the near future.

The inevitable result of industrialisation in any newly

developed country is development and technological 4iff-

iculties, This means obstacles in the early stages, accom-
panied by deviations which make it hard to succeed. These
problems and the consequent wastage are not easy to control.

All this is in addition to the Government policy of making

éroducts available at the lowest possible prices to consumers

who are members of agricultural socleties or to other workers
whose livelihoods are considered to depend on this Company's
products. This point is given increased importance by the
fact that agriculture is also planned and controlled by the

Government. In addition, the prices of most of the raw

materials and semi-manufactured products essential to final

production have increased. In spite of all these negative
factors, the Company was able measurably to decrease losses
and to co;pensate for losses which might occur with revenue

from reserves (see table No. ¢3).
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The following table (A) explains this (23).
Table No. 13

Profit & Loss 1971-72 1972-73 1973-74
D 1D D

Profit

Loss 1093365 891376 746806

The Company was able to find the financial resources to fulfil
its projects and execute its productivity plan by preparing and
realising the necessary cash liquidity.

The following table (B) shows the diffevent Sources (24)

Sources 1971=72 1972-73 1973-74

ID ID 1D
Increased banking fac. 1000,000 2000,000 1,000,000
Loans 750,000 1500, 000 2876,923
Credit payments (unpaid) 4049,219 5289,800 1862,626
Capital Support 1362,000 1460,975 1688,975

4. Among the urgent problems which make difficult the working
of the budget is the availability of raw material. The only
solution to this problem is a stock reserve for a period of
nof less than two years. This does not imply that there is
an actual probability that the 6mpany will not obtain the
raw material either because of the inability of the supplier
to provide the material for unforeseen reasons, or because
of non-fulfilment of his obligations for commercial or other
reasons, The likelihood of such a case is in fact low, but
if it did occur, it would lead to stoppage and failure to
reach the production target. If the Company is unable to

\‘\
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obtain any material that it needs; the result is éither no
production; or a material different from specifications.

This means additional effort and high costs. The following
measwwes are suggested by the Manager of_the Commbrcial Office
to uvoid such an occurrence: that the office have authority to
obtain the relevant raw material when necessary, up to a total
of I.,D. 10,000 for each credit opening.instead of the I.D.
1,500 limit now in force; that this be accomplished without

the need to invite tenders, but with the approval of the
Consultative Committee. It is suggested that this procedure

be worked for both internal and external purchasing. The final
point is that fhe solution of technical problems is basically
dependent on two factors; the existence of technical cadres and

experience in the exercise of technolegy.

B.5 The Fublic Vegetable Oil Company in Baghdad
As there is a tendency in the Ministry of Industry and
Mines- . towards the amalgamation of companies with identical and

complementary products, I have asked the Industrial Relations

Sumpary of the Comoaqx(25)

The Company is the result of the amalgamation of the vegetable
oil extraction Company, established in 1940, with the Cotton
- Seed products Company established in 1953, It was amalgamated
with the Rafidan Detergent Company in 1967 and with the Indus-
trial Printing Company in 1969, The nominal capital is I,D.
3,367)612° (26)
The Company's Products & Capacity

Products Capacity in Tonnes
4. Margarine 90,000
2. Liquid vegetable oils 9,000
3. Toilet soaps : 11,000
4. Washing soaps ' ' 11,700
5. Detergent powders 20,800

6. Cosmetics v 714
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Manager why this is so, and why each Company does not work
in a free competitive market, His answer was as follows :

The first two Companies were nationalised on 14th
July, 1964, and the other two concerns had been
under state cwnership since their establishment,
the sales and distribution policy and piice
limitation being issued by the Legal COffice, which
is part of the State Organisation of the Food
Industry. Since each of the four Ccmpanies has
technical expertise, in production, sales, distr-
ibution or the purchase of raw materials in inter-=
national markets, we can clearly use this to
mutual advantage. It was also felt that after
amalgamation the individual Companies could
become more efficient in fulfilling both their
internal and external market obligations than

if they had remained independent. It would also
be possible, af'ter amalgamation, for a Cempany

{10 reduce its staff and to direct advertising
expenditure to the foreign market which it could
then supply.

- He added that the co-ordination of activities will serve the
consumer through the development of the products of the
amalgamated Company.

Vhen meeting the Managers of the Organisation and Productivity,
and Persomnel Divisions, and the Cost Accountant, I found that
some of their answers showed a tendency tq hegitate and displayed
evidence of a lack of experience, Indeed the answers were not
very different from those given by other Companies. The most
important information, given by the Manager of the Organisation

and Productivity Division, was as follows :
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- Essentially the Company objectives originated from the Consult-
ative Camittee in co-operation with middle management. For
instance, when sales objectives have to be drawn up, they are
formulated in a general way by the :Assistant to the General
Manager of Commercial Affairs in co-operation with the Marketing
Division and the Head of the Sales Department. These objectives
are presented to the Technical Manager (Assistant General Manager
for Technical Affairs)., The production objectives are established
with the co-operation of the production departments., Then the
plan is -f'orwa.rded to the State Organisation for study and to the
Consultation Council. fdr Industrialisation for approval.
The information used in preparing sales plans is in this form :
a) The previous year's sales,-
b) The production capacity of the Company
c) Received statistical information from the Central
Statistical Bureau, which is a subsidiary of' the
Ministry of Planning, about the interest in the
Company products and purchasing power of the Iraqi

Consumers,

d) This information is analysed by specialists to help the
preparation of a plan.

= There are several methods of submitting a plan, which are used
depending on the objectives of the Company.

a) The Historical Method (Time Series),

b) The average sales figures for previous years,

¢) The traditional method of adding 10% to last year's
sales figures.

The method followed in this Company is the historical method.
~ Almost 90% of the raw materials for various processes is imported,

especially crude palm oil and soya o0il, which mainly come from
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Malaysia and other South East Asian countries.

~ This company used to accummulate profits of between I.D. 13 =
2 million until the year 1972/73 (See Table 14). The fiscal
year 1974/75 saw.a loss by the Company of I.D. half a million,
the reason being a sudden increase in raw material prices on
the world market. Since one of the major objectives of the
Company is to maintain reasonable prices for the Iraqi consumer,
some of its prices have not been raised since 196L4. The loss
suffered by the Company was subsidised by the Treasury dffice

of the Ministry of Finance,

= There is no complete information system except that used for °
stock control. .The Divisional Managers, therefore, depend,
when taking decisions, upon routine information acquired by
keeping in touch with the Departmental Heads and the rest of
middle management, and by using personal efforis and skill. 1In
other words, the information system is not based on scientific’

study.

= The Organisation and Productivity Division working with special-
1sté from the National Centre for Consultancy and Management
Development, has prepared a system to exploit the machines in

all the Company factories (see Table L5). This table shows the
conclusion of the monthly reports on how the machines in the
Company's factories should be exploited.

=There ére no job descriptions for the administrative posts, but
there is information on job evaiuation for the workers.

= There is a ;;llow;ng Committee whose purpose is to follow up
the execution of man;gerial decisions.

= The Company's problems, as outlined by the Organisation and

Productivity Divisional Manager are as follows:
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The Selection of senior managerial staff from
campetent people with the required level of
efficiency. Or to put it another ﬁay, getting
the riéht man for the right job.

The State Organisation has to allow for planners
in the Company to initiate a planning scheme which
also incorporates the suggestions of workers and
foremenol This means that planners at different
levels have to be in practical touch with the real
problems of the workers.,

Utilising modern systems for increasing production
before considering expansion.

The need to realise that a flexible attitude towards

changes of ideas is necessary among senior management.

Serious consideration of technical and managerial

training at all levels,

Material Ircentives might be advantageous, but before

they are established, a real figure (standard) for

productivity must be arrived at, .

The essential need to provide modern managerial aids,

such as comprehensive job descriptions,
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B.6 The Iragi Public Spinning and Weaving Company in Baghdad

I was able to obtain information after meeting the Acting
Gem_aral Manager o_f‘ the Administration Affairs Office in the head-
quarters of tlie State Organisation of Spinning and Weaving. I
also met the Cost Accountant and the Head of the Maintenance
Depa.rtmént s Whose answeré to the questions in Exhibit. 1 were
as follows :
= Before nationalisation one of the essential objectives of the
Company was profit making, but now its chief concern is to
fulfil the Country's demand for its products at reasonable
prices.
= The purpose of any profit made is to finance expansion.

= The Company has no prepared Organisational Structure,

Summary of the Company (27)

The Company was established on 18th January, 1945 as a limited
Company with a capital of I.D. 150,000, then increased to I.D.
4,200,000 in 1959, The Company was nationalised in 1964 and
attached to the Medical Cotton Company in 1968 with a capital

of I.D. 212,796, During the last few years a great many
expansion and development projects have been undertaken, the

most important being the expansion of the Company factory and

the installation of the majority of spinning and weaving machines,
ag well as the replacement of the old machines by new ones. The
capital of this Company was I.D. 1,657,504 on 31st March, 1974.

Company Production and Ca}gacity(zg)

a) Spinning and Weaving Factory:

1. Different garments - 19,000,000 metres (2 shiftsg
2. Cotton spirning - 4,177 tonnes (3 shifts

b) Medical Cotton Factory

Product Capacity
4 Medical cotton 120 tonnes
2 " bandages 250,000 dozen
3 " muslin 3,500,000 meters
4 white and boric lint 30 tonnes
5 paper tissues 4,000 boxes
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= The Consultative Committee is responsible for the carrying

out of the Company's objectives and it is this Committee which
implements the planning in a practical way.

= There is no information on the limitﬁtion of official duties,

= Each Divisional Manager is responsible for the preparation of
his own forecast budget, using the unified accounting system.

The actual accocunting and preparation of the final balance sheet
is done by the Accounting Division (see Table 46),

= Maintenance Forms which act as control documents for cost
fixing aie used in the Maintenance Department, for all Company
repairs (see Table 17).

This last form is sent from all thé factory departments which are
reqﬁesting repairs and renewals to the Maiﬁtenance Department., It
is usually sent daily, and Tsble 18 shows the calculation of
repair and renewal costs carried out in the Maintenance Workshop.
This sheet is sent from Maintenance to the Accounts Department
(Costing) after repairs and renewals have been carried out. A
copy is sent to the Technical Office Manager, the Organisation
and Productivity Manager and to the Cost Accountant., The result
Qf”the Account. Depurtment's study is presented to the Consultative
Committee for emendation and approval.

= The Company does not use standard costing but actual costing.

= Non-accounting control is still not integrated.

= The Company does not export, since all its products are
consumed by the home market,

= The Company’s problems are summarised as follows by the Acting

General Manager.
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i. Lack of co-ord:l.natioﬁ betweezi divisions and between divisions
and departments,

2, No information system exists, preparing such a system is
part of the &uties of the Organisation and Productivitiy
Division, but the inefficiency of this Department makes it
impractical to ask them to perform such a task.

3. Lack of correct co-aperation among divisions and departments
because of a tendency for some strong individuals to impose
their influence on other members of the Company. This would
mean that an information system even if it did exist, would
become inefficient or would prove impossible to apply in
practice,

= The above-mentioned Manager ascribed these; and other problems .

which aft'ect the efficiency and effectiveness of the Company'sv

productivity to "personnel factors". The availability of an
efficient Cadre, in the sense of a body of educated and
experfunentally minded people who have a real interest in serious
work would be invaluable in overcoming problems and in achieving
the Company's objectives, He believes that the appointment of
productive cadres is dependent on the Administration Offices in

the State Organisations, which are responsible for appointing

suitable personnel. The inefficiency of the personnel officers,

or their personal prejudice and lack of fairness in treating

employees, will inevitably create an atmosphere of dissatisfaction

and jealousy, and a sense of under-privilege among workers. ';‘his
situation will reflect on the rcontrol system and finally on product-
ivity and ef‘;‘ic:ien\czy° The dependence of the system of appointments

N
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on personal bias and favour has also lead to a lack of trust.
between top management and the working force én all levelé°
This means that every instruction from top management will be
questioned and not always accepted. This situation is one
which would impede efficiency in any working envigqnment and “

thus impair industrial success.

B, 7 Irag Cement Public Company

My visit to this Company was not the last on the schedule,
but I have recorded it last in order to co-ordinate the sequence
of information in this study of the objectives, control systems
and organisational structures of the seven industrial companies,
Since this Company will be the subject of concentrated analysis
in later chapters, concentration will now centre on information
received from the questions (. ixhibit 1). Information about its
establishment has already been given in Chapter 1.

The following answers were received from the Assistant
General Manager for Administration Affairs, the Accounts Divisional
Manager and the Controlling Engineer.
= The Company has clear objectives; the most important is to
increase and develop production in order to satisfy the home
demand for different cement products, and secondly to satisfy
international demand for Iragi Cement.
= The Company has not made a profit for two years because the
prices of the products have remained the same since nationalisation.
= As this Company is part of the public secﬁor the profit motive
is considered as_gecondany to the need to supply the market at a

reasonable price,
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= The Consultation Council for Industrialisation in the Ministry
of Industry ana Mines, which consists ot Presidents of State
Organisations and two Deputy Ministers and is chaired by the
Minister; is considered to be the highest managerial authority.

It has the power to determine short-term general objectives for
the whole public industrial sector, after considering the reports
of the Board's of Directors of the State Organisations. These
Boards consist of the General Managers of public industrial
companies belonging to the Organisation concerned, and each is
headed by the President of the Organisation. Each board draws

up its reports according to the views and ideas of the Public
Industrial Committee's Consultative Board. This Committee repre-
sents the senior'managerial level in the Company and consists of
the General Manager, his two assistants and Divisional Managers;
and representatives; one for the workers, another for the managerss
The Consultative Committee crystalises its reports after combining
its views with the views and ideas of the Company's middle manage-
ment levels. »

= The Company's objectives do not usually change rapidly = perhaps
once a yearo

= The reviewing of the Organisational Structure whenever there are
changes in divisions and-departments of the Company resulting from
the current expansion (see Chart No. 5).

= The Organisational Structure exists to co-ordinate the work of
the‘different managerial levels and the departments on each level.
It also exists to limit and define the responsibility and authority
of each position. \ |

= In the Organisational Structure responsibility for success restis

with the Consultative Committeeo
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= The Company prepares two kinds of account statements, a
forecast (planning) at the beginning of each calendar year {st
January - 31st December), and a final general balance sheet at

the end of each fiscal year (1st April - 34st March; see Table
19).

- Accounts are prepared by caleulating machines, as in other ind-
ustrial Companies; computers are not employed yet.

= The planning budget is prepared by a committee which exists for
this purpose and comprises the Accounts Manager, the Cost Account-
ant;, Chief Accounting Auditor, Productiun Manager and a stores
official, and sometimes assistance is given by one of the factory
managers, This committee takes into account the production
schedule, sales, major machine stoppages, capital expenditure and
raw meterial requirements.

= The general final balance sheet is prepared by the accounts
division,

= Every Divisional Manager is responsible for the preparation of
his own forecast in co-operation with his departments and sections,
there being no departmental accountant,

= Table 20 shows one of the control forms, which is sent to the
general manager daily, Table 21 shows one of the forms for raw
material quality control. This illustrates the activities during
each hour of the day's work and is sent daily to the Factory Manager
with a copy to the Cost Department in the Accounts Division,

= The Campany does not use standard cost procedures, but forecast
accounting for comparison with actual cost,

- In order to control engineering costs, there is a special form
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for giving the energy consumption of each machine and its raw
material consunption and this is filled in weekly by the
Controlling Engineer, with a copy to the Technical Manager and
General Manager. The Laboratory Department exercises quality
control in line with International Standard Specifications, which
are mainly teken from British Cement Specifications.  This depart-
ment presents its report daily to the Production Manager. In the
event of a product batch not meeting the specifications, the
Production Manager is asked to combine this batch with another
satisfactory batch, so that the result will be satisfactory.

= There is no manual which sets out the objectives of. each
division.

= There is no manual explaining to the foremen and supervisors
how to achieve their objectives,

= Foremen and supervisors are not responsible for the costs of
their sections,

It is noteworthy that there are few éost department employees

and their experience ié limited since the department is less than
three years old.

=~ There is no written system to help supervisors, Deparﬁmcnt Heads
or Division Heads to find out what is required of them. The daily
work sequence together with specialised and general information,
is sent occasionally from the organisational headquarters. This
information, together with the general social development of the

country will define what is expected of each officer.
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Answers to General Questions

= The easiest costing to control is actual costing or the
comparison of the actual cost with the forecast.

= Costing is most difficult costing to control when purchase
prices vary, especially when the accounts department attempts

to standardise them,

=~ Much information is availsble in magazines and publications
issued by the Ministry of Industry and fines . bor the State
Organisation, There are seminars, meetings of managers to

exchange expertise, and in several cases information has been
exchanged petween all factory managers engaged in producing sim-
ilar items, since these are under the supervision of one State
Organisation.

= Up to 1971 exports exceeded houéconSJmption,Abut now the opposite
is true, despite an increase in production. The reason for this is
that home demand has inoreased faster than production.

~ Exports are not controlled by the same information syatem as that
used in tiae home market, Control is carried out by the State Export

Organisation, part of the Ministry of Irade.

The Finsl Question

These are, in conclusion, the problems which are suffered
by the Company, and which are considered obstacles to affectiveness
and efficiency.
1. There is a lack of capable technical and managerial staff

on all levels.

2. Raw materials frequenfly fall short of the sfandérds required.

.

N

(128)



50

I‘-a

5

The need to keep machines working to meet home demand,
often means that the maintenance department is unable
to carry out routine maintenance work at ‘the carrect
times, so that delays take place when overhaul becomes
necessary.

Sometimes suppliers of raw materials, particularly of
limestone, fail to fulfil obligations in terms of both
quantity and quality.

Shortage of financial incentives for workers leads to a

decrease in enthusiasm for hard work,
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SUMMARY OF CHAPTER II

This Chapter is the result of field research carried out
in Iraq. The research was carried out by interviews using a
checklist of questions., The responses to the questions dis-
oclosed information concerning the current objectives of the
Company, management structures, budgets, control reports, cost
control, information systems, and how problems concerning the
efficiency of the organisation were investigated. This inform-
ation was obtained from all of the seven companies visited.

In order to give an accurate picture of Iraqi industry as a
whole, the researcher sélected seven different industrial comp-
anies, which are representative of all the five state qualitative
organisz‘ions of industry in Iraq.

In the first part of this Chapter, I reviewed the structure
and functions of the Ministry of Industry and Mines - in Iragq,
which is specifically responsible for the implementation of object-
ives and the designation of Management Control Systems in the
public industrial sector.

In the second part I described how I collected information
from the field research on seven state»industrial conpanies. One
of the purposes of this field research was to gain further inform-
ation on which to base more detailed‘questions in the later
- questionnaire (as shown in Chapter four).

Réspondents were selected so as to give a fairly wide range
of answers to the questions. The following procedure was followed

in order to conduct this part of the study.
‘\\
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Firstly, I compiled a brief account of each industrial
company, including inf'ormation on its capital, location, products,
productive capacity, and whether it had decided .to expand its -
existing factories,

Secondly, after preliminary analysis, the information I
obtained from my field research showed serious low preductivity
and an accumulation of losses in almost all the companies studied,
This was xelated to the lack of skilled manpower in the technical
end managerial sides of the business, inefficiency in cost contol-
ling and in the information system and fhe use of genverally
inefficient systems of control. |

Thirdly, the writer expressed his personal observations and
analysed the problems that presented obstacles to effective
management in each company visited.

The aim of this Chapter was to present an accurate picture
of the curcent managerial situation and the standard of the

Management Control Systems followed in Iraqi state industry as a

whole,
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The next chapter will contain two parts, the first
part is to present an analytical survey of literature
which is based on management control systems theory
and practice. The material of this part is drawn from
literature written by British or American authors. Part
two will explain the managerial processes of the U.K.
nationalised industries, and shows ideas and experience
of ménagement in state-owned enterprises in Eastern

European countries.
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CHAPTER TIII

MANAGEMENT CONTROL SYSTEMS IN GENERAL

The main purpose of the first part of this Chapter is to

_ present an analytical survey of the literature; based on
accepted views of management'control, cost control and training,
In the second part, the survey is extended to present some ideas
from British Nationalized industries and also to draw on Eastern
European experience, which has some relevance to the managerial
situation in Iraq, This will enable inferénces in Management
Control theory and the practices established b& the two field
researches carried out in Iraq in the manner described in the
second and fourth Chapters, One of these investigations con-
éerned the Irag Cement Public Company, and its results will be
analysed in Chapter four, while the other, dealing with selected
Iragi public industrial companies, was discussed in Chapter two,
The results of these investigations and the differences between
acéepted thecry and actual practice shéuld point the Vway in
which the Irag Cement Public Company, in particular, and Iragi
State Industries in general, ought to develop. This conclusion
will be>formulated in Chapter five,

The material in part one of this Chapter is drawn from
literature written by British 6r American authors. The ideas
represent the practices of western developed ountries regarding
Management Control Systems. Part two considers ideas and
practices of Management in Nationalized industries in the U.K.

and in State-owned enterprises in Eastern European Countries,
N\
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PART ONE: The Experience of Western Developed Countries with

Managemert Control:

1.4 What are Management Control Systems?
If we accept'the simplified definition of management as getting
things done through people, of control as the monitoring of plans
to achie&e objectives, and of a system as the procedure used to
achieve end results, then the term "management Control System" is
necessarily defined as: The procedure for monitoring plans to
achieve objectives through people. This means that such systems
cannot simply spring into being, but must be designed to meet the
needs of individﬁal organisations. Many writers connect control
with planning, i.e. there can be no control without at least the
recbgnition of the need for a plan to achieve objectives, although
the opposite is not true.(1) Management control therefore depends on
the simple principle of producing a plan, monitoring performance
against the plan, and then making decisions and taking action, This
is a continuous process carried out in each centre of responsibil-
ity; and provides data for improving future plans, R. Ackoff says:
It was incorrectly assumed by many that planning neces-
‘sarily implies a strong centralised govermment or management
ard it has only recently been understood that planning,
like problem solving, can serve any political or organis-
ational philosophy. It can increase the effectiveness of
either a decentralised democracy or a centralised auto-
cracy. (2)
The question is, do the control systems at the varioué unifs and
sub-units of the organisation meet the needs of the overall plan?
R, Anthony(B) postulates that the Management Control System operates
within the gixgn conditions determined by strategic planning, and

that the managemeﬁt\pontrol process is intended to make possible

the achievement of planned objectives as effectevely and effic-
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iently as possible within this framework. According to his
definition, Management Control System is :

The process by which managers assure that resources

are obtained and used effectively and efficiently

in the accomplishment of the Organisation's objectives.,
Anthony believes that Control Systems must, therefore, be derived
from the needs of the total organisation and are intended to
influence managers to actions which are both in their own and the
Organisation's best interests. He differentiates between Management
Control System and Operational Control on the grounds that Management
Control System is "people" orientated, has lower scientific standards
‘to compare performance, is subjective, being determined by the judg-
ment and feeling of human beings, and is appropriate.to the whole
of any unit, whereas operational control is "Rational" objective,
is subsumed by Management Control-Systems because it is formulated
in the Mansgement Control process, and is appropriate to individual
tasks. He includes the topics of information handling.and financial
accounting, which he feels do not form part of the main framework,
but nevertheless have relevance. Anthony compares the control
process to the nervous system in living organisms and compares
management control to the cerebral cortex, finally suggesting
that his analysis "should be related to systems theory or
cybernetics.cco |

Many academics in natural and applied sciences have written
on general systems theory. No doubt their findings are academic-
ally sound and scientfically rigorous, but whether they can be
applied in a social organisation is open to seriéus doubt.
Von Bertalanfyw(&) aqmits that general systems theory has "obvious

limitations, different approaches and legitimate oriticisms."
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Boulding, whilst accepting the validity of Von
Bertanlanffy's approach, nevertheless prefers a second appfoach,'
which is, "The management of theoretical systems and constructs
in a hierarchy of complexity leading to a 'system of systems' "
He claims that this is more systematic than Von Bertalanffy's
approach, but does not replace it., He outlines nine levels of
systems from "frameworks".(The anatomy of the Universe) to cells,
plants, the human level and finally the social organisationo' He
admits that beyond the fourth level we have not the rudiments of
theoretical systems, in the face of living systems we are help-
less, and science does itself a disservice by its unwillingness

-_"To admit the very low level of its success ih systemisation",

Russel Ackoff(e), in trying to clarify a soiution for
management systems, admits that a capable system must perform
four functions :

4.. Identifying problems

2. Making the best decisions

3. Controlling the decisions made, and

4. Providing the information required to perform each

of the first three functions.

B. Towards a Definition: Some Features of Management Control

Since the early works of Fayol, Taylor, Follet and Weber,
writers have been analysing the manager's job and there seems to
be broad agreement about the functions despite the countless
definitions. For ingtance, k. Brech(7) says,

The true nature of control in business is frequently
misunderstood, He blames this partly on the ambigaty

N\
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of the word, and partly on the difficulty of getting
a comprehensive picture of the way control operates.,
Some believe the word "control" to be frequently
associated with restrictions or restraint, but he
considers that control in management has a positive

meaning.

Brech defines Management Control as :

Guiding and regulating the activities of a business

or any of its parts by means of management Jjudgment,

decision and action f'or the purposze of attaining

agreed objectives.”
P, Drucker in his book Management: Tasks, Responsibilities,

( 82[

Practices, described some features on Management Control. He
distinguished between the two words "control" and "controls",
In his opinion, the two words have totally distinet meanings in
the context of social institutions. He said

The sy:ionyms for controls are measurement and information...

The synonym for control is direction, contrcls pertain

to means, control to an end. Controls deal with facts,

that is with events of the past. Control deals with

expectations, that is with the future. Controls are

analytical, ccncerned with what was and is. Control

is normative and concerned with what is expected to be.
Drucker emphasised that Management Control draws upon many areas
of management science, which in turn is asble to use an increasing
number of new tools and practices as a result of the computer
revolution, as well as the longer established skills of accounting
and finance. These new tools include systems theory, PERT/CPM,
operations research, decision theory, simulation, information
systems, Cybernetics, electronic data processing and behavioural
science., He asked what these improved techniques mean for control.

It seems that there is a need to beware of too many controls and too

little control.

(9)

T. Jerome's definition of Management Control is that it is ,
Some sort of systematic effort to compare current perf-

ormance to a predetermined plen or objective, presumably
to take any remedial action required. '
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A studied comparison of Anthony';“definition with that of Jerdme
shows that they agree in many respects. Mockler (10) shows a
comprehensive understanding of management control as defined by
Jerome and Anthony, when he describes it as,

A systematic effort by business management to compare
performance to predetermined standards, plans or
objectives in order to determine whether performance
is in line with these standards, and presumably in
order to take any remedial action required to see that
hunan and other corporate resources are being used

in the most effective and efficient way possible in
achieving corporate objectives.

2.A Analysis of Managerial Behaviour in an Open System

Recent attempts to apply aspects of general systems theory
to the study of organisations have provided a useful context for
the analysis of managerial behavio-ur° This is not the place for a
complete review and analysis of "systems theory", but certain
characteristics of open systems have useful implications in regard
to managerial behaviour in organisations.

Numerous authors have elucidated the general characteristics
of open systems (Katz and Kahn, 1966; Litterer, 1969). The follow-
ing list of dimensions has been liberally adapted from Litterer
(1969, pp. 3 ~ 6)(11):

1. A system is comprised of interrelated subjects,

‘attitudes and events. This interrelatedness has
clear implications for organisational members in
general and for organisational leaders in particular.
Since "a change iﬁ any one (objects, attitudes or

events) means some adjustment or change in the others",

&  See Anthony's definition on page 137.

(140)



2.

30

4.

survival of an individ;al or group within a system

is dependent on a certain minﬁmal sensitivity to

the activities in other parts of the organisation.

The whole (a complete cycle of events) is greater

than the sum of its individual parts, Wholeness
implies that effective behaviour within an organ-
isation may require some understanding of how the

whole system, as opposed to its components, resp-

onds and reacts to internal and external stimuli.

The direct implication of this wholeness is that

even complete understanding of a single subsystem

will not necessarily contribute to the under-

standing of how the interrelated parts of the larger
system impinge on one another and on the system as

a whole,

A system seeks an equilibiium around a goal or a set

of goals, As}hwkkm(12) pointed out) system equil-
ibrium is dynamic rather than static, Goals énd sets
of goals change in time, and the system responds to
changes by establishing a new equilibrium., As Litterer
argues, the apparent stability of systems is a character-
istic of the whole rather than of its perts.

A system is essentially self-regulating, individual
properties or elements can be changed to move towards
equilibrium. The internal.components of a system are
constantly in a state of flux as a result of the dynamic
equiiibrium and of their own interdependence. This

suggests that adjustment, control, and learning are
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7.

crucial processes within an organisation, and that
organisation membefs are routinely affected by the
moveﬁent within the system.

Systems receive inputs from other syetems and produce
outputs neceded by other systems. In other words,
systems are dependent on one another. Not only are the
components of larger systems interrelated, but systems
are interrelated with other systems as weli° This
suggests that the boundaries between systems are

often unclear and that members of one system will, to
varying degrees, have to respond to the activities and
events transpiring in adjacent systems.

The output of a system differs from the inputs. The
cycle of events produces a transi’‘ormation, The trans-
formation process approximates to the more trgditional
definition of the work flow in an organisation.

The systems are nested within systems, ¢reating a
hierarchy. This kind of hierarchy should not be confused

with formal organisational hierarchies , which rigidly

define authority and function. Subsystems are nested within

larger systems, and they may be isolated for convenience
in analysis, but in reality the open system consists of
interdependent components.

Open systems receive inputs of information and energy
from the environment, and they have a tendency to run
down. Negative entropy can be accumulated, however,

The more differentiated the elements of a system and

the more sysfematically they are arranged, the greater
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is the negative entropy. There are two very important
aspects to this characteristic: firstly, increasing
information decreases entropy (as does the importation
of energy), hence the tendency of systems in genercl
to Seek to gather reserves of information, and
secondly, inoreased differentiation and integration.

9. An initial state can yield several possible final

states, and the same final state may be preceded by
several possible initial states (equifinality).
Equifinality suggests a certain amount of flexibility
in terms of causality. That is, uncertainty will
flourish in an open system unless, as Kats and Kahn
(2966) suggest, regulatory mechanisms are generated
for the purposes of control.

10. Systems typically become more differentiated and
complex over a period of time., Simply put, special-
ised units appear, over a periocd of time, to take
care of different problems that the system faces.

If the organisation is viewed as an open system possessing
these ten characteristics, the vital nature of information about
the system becomes apparent. A system must somehow translate
variety into order. So it engages in an encoding process and
develops rules for reducing variety tb a usablé commodity. For
individuals within the system, however,

Norms and values, and hence rules and institutionsl

structure in general, do not specify concrete behav-
iours; they are more or less general rules or guides,

N
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and do not contain enough 'information' to specify
the detailed operation of the system or to 'map®’

more than a small part of the ‘'variety' of the
environment or the internal system. (13)

In a formal organisation the "manager" is a "head" or

(14) By virtue of his role as a formal controi

designated leader.
point in an open system he must deal constantly with information
of Qarious types and in some way come to grips with his organ-
isation as a system. Visualising the manager as a membef of an
open system is not new. The Caveat attached to many research
efforts based on the leader-group dimension is that leadership
must be viewed in the context of the system. Unfortunately, this
is seldom done, probably because of_the difficulty of meﬁsuring
the properties of a system. Nonetheless, theoretical statements
about the systemic nature of the manager's job are prevalent,
and A.K. Rice in his book, The Enterprise and its Environment,
provides some stimulating explanations. The Jjob of a manager is
analagous to a "control centre" in the cybernetic model(15) (see
figure 3, p. 145 ), Each manager attempts to maintain the perform-
ance of hig own subsystem by taking actions and assessing the
effects of those actions in relation to hié goal parameters, A
crucial component of such assessment is "Information gathering
on output effects.” As A, K. Rice(16) put it,

The primary task of leadership is to manage the

relations between an enterprise and its environment

80 as to permit optimal performance of the primary

task of the enterprise. ¥or an enterprise the

environment consists of its total political, social

and economic surrounding, for a part of an enterprise

the enviromment includes the other parts and the whole.

Secondly;qbecause the organisation is a set of interdependent

parts, the maintenance of the activity of a subsystem is dependent
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upon the behaviour of other subsystems (and indeed other systems).
"A manager rarely controls all the resources needed to do whatever

(47)

has been assigned to him, especially as regards other subsystems,
It is therefore logical that most formal leaders must maintain many
relationships throughout their system and its environment. As
Sayles pointed out, these relationships are not "optional, extra,

or necessary as good human relations, they are an integral part

g, n (18) Thirdly, as Buckley, indicated,

of the administrative tas
norms and institutional structures in general are inadequate to
specify concrete behaviours within a system. A manager (Leader)
in a system must, then, specify much of his activity for himself.
Sayles(19) put this succinctly:
| The ipdividual manager does not have a clearly bounded
Jjob with neatly defined authorities and responsibilities.
Rather he is placed in the middle of a system of relaticn-

ships, out of which he must fashion an organisation that
will accomplish his objectives,

(1) Effects on
| Goal (2) Action outputs system
| t » =2 -
gon?:r °](' “_p aTameEers | (5) Ccorrective action/[\ En and "
entre s,‘ Feed back vironmen
| Test(h)
; : Information
) gathering on

output effects | <=
(3)

Figure 3
The general cybernetic model of the Error -
regulating feedback system (20)




B. The Formal Leader {Manager) as a Monitor of Infermation
in Organisations,

It is a basic assumption that information is a crucial
component in an organisational system and that inflormation gather-
ing is an essential part of the manager's job. Buckley (21)(1967),
in his discussion of systems theory, said,

whereas the relations among components of mechanical

systems are a function primarily of special and temp-

oral considerations and the transmission of energy '

from one component to another, the interrelations

characterising higher levels (of organised complexity)

comes to depend more and more on the transmission of

information - a principle fundamental to modern

complex system analysis.

Katz and Kahn(22) argued that leaders (managers) at various
levels in the organisational hierarchy engage in different leader-
ship processes which require different cognitive and effective
abilities and skills, specifiically top eciielon managers deal with
the organisation of structure (change, creation and elimination
of structure) and utilise a "system perspective", managers at
intermediate levels engage in the interpolation of structure ’
(supplementing and piecing out of structure) and utilise a "sub-
system perspective"”, and mansgers at lower levels engage in admin-
istration of structure (use of existing structure) and utilise
technical knowledge and their understanding of systems of rules.

2
Allen and Gerstberger (23)

have shown that, for engineers,
the perceived accessibility of information chamnnels is related to
their utilisation. Technical quality was related to acceptance

. of the information. The implication is that the lcnger a manager
has been involved with the system, the more likely it is that

new information channels have become accessible, and that some

channels have been eliminated because of low quality.
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They admitted that:
| The fundamental paradox facing a formal leader over

time is the establishment of causal networks without

closing himself off from new kinds of information,

Resolution of this paradox by the individual manager

may be the clue to effective performance.

Katz and Kahn argued that multiple communication channels
and gheck procedures provide the manager with a mechanism;
with which to avoid corrupting or being corrupted by his own
information service. Many theorists have.tried to analyse the
effects of uncertainty on organisation; e,8, Lawrence and
Lorsch, 1967, Thompson, 1967, Perrow, 1970, Uncertainty in the
environment affects organisations through the organisational
members who respond to it,_usually the managerial personnel first,
The cognitive approach to leadership would suggest that a
manager could experience uncertainty, in any or ail of the spheres
of the leadership process, he may be uncertain about what to
monitor, he may not kmow what effects changes in his environment
will; have, or he may not know what actions he should take in
response to changes (or he may not be able toitake the actions he
,féels are necessary). One might see the effects of environmental
uncertainty in shorter cycle lengths for information monitored

in the environment and increased cognitive differentiation in

regard to the uncertain information. This in turn might cause

measurable organisational increase in sub-unit differentiation and
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more formal attempts at subunit integration (Lawrence and Lorsch,
1967). It might also be reflected in less structuring of the
formal organisation in order to permit more experimentation in
action, The size §f sub-units, may have important consequences
for leadership. To the extent that increased size also increases
the difficulty of accurate csausal mapping and the amount of
information about the group that the manager must monitor, it may
reduce the ubility of the manager to deal with the larger system
adequately. If the task is routine, size may have no serious
consequences, but for complex tasks the impact of increased
cognitive work on the part of the manager may be dramatic. The
quality of relations between the manager and his group, may also
have detrimental effects on managerial effectiveness, If poor
relations force the manager to depend on bureaucratic sources of
information and to rely on documents, or to attend to information
about the group at the expense of other kinds of infarmation, then
‘ the manager cannot cope effectively with the management system in
which his group is embedded.

C. Designing the Overall System

From the discussion in the previous sections it is apparent
that the information and behavioural subsystems are mutually depend-
ent, This dependence arises from the feedback relationship exist-
ing between them. Any changes in one will have repercussions on
the other, and vice versa. The critical factor, from the point of
view of the overall system, is the nature of the feedback relation-
ship between thé two subsystems, that is, whether it is complementary
or conflicting; A complementary relationship enhances the chances

for the increased effectiveness of the system, while a conflicting
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relationship will cause bottlenecks within the system.

There is nothing new in the idea that the increased
efficiency of the system is dependent upon how well its parts
are integrated., Systems thcorists have long maintained that
the effectiveness of the whole depends upon how well the parts
of the whole perfoxm together, that is, the system as a whole
performs best when its component parts are in a compatible and
harmonious relationship to each other.

Although the idea of the internal consistency of parts is
not new to general systems theory, its application to organis-
ational systems has been steadily incressing in recent years.
Writers on organisation theory are today taking into consider-
ation a number of factors and their rélationships in predicting
organisational effectiveness. This systém's view of.organisational
effectiveness is called the "Contingency approach'., It is embodied
in the writings of people such as Jéan Woodward, Lawrence and
Lorsch, R. Boyce and D. Néwman.(zh)

Each of these writers has pointed out the importance of
- considering factors such as technology, environment, and task
structure, and their interaction with other organisational factars,
in predicting organisatiohal effectivenesé° The need for consist-
ency or compatibility in the variance control system means
designing the system so that the infbnmation and behavioural
subsystems are in -a harmonious relationship. Changes in one of
the subsystems without requisife changes in the other may not
lead to the QESired results, For example, no matter how sophis-
ticated the informagion system, it will not be effective if

 introduced in a non-responsive behavioural climate. Likert, for
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example has pointed out the need for intemally consistent control
(25)

systems as follows :

Experiments in organisation must involve internally
consistent changes....Every aspect of a managerial
system is related to every other part and interacts
with it. The results obtained by altering a
single variable or nrocedure while keeping all
others the same usually will lead to quite different
results from those obtained when that variable is
changed along with simultaneous and compatable
changes in all other aspects of the management
system. The true influence of altering one aspect
of a system cannot be determined by varying it and
it alone,

(26)

As Boyce pointed out, there are a number of distinct

stages involved in developing a fully integrated control system;
viz: | Q

4. Design of the control systém.

2. Analysis of the "capaﬁilities" of the enterprise.

'3, Development of standards.

4, FPreparation of the overall financial plan.

5. Establishment of dynamic control.

Although the importance of the first stage has already been
discussed, it is wortlwhile to place it in its logical sequence,
which is as follows :

(a) Establish the information and control needs.

(b) 1Identify the key factors.

(e) Study the control system in relation to the Company's
organisational structure, and vice versa.

(d) Design the overall reporting system,
(e) Evaluate the preliminary design,

(f) Design individual control reports.
(g) Design dafAVcollection procedures,

(h) Instal, de-bug and operate.
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As P, Drucker(27) put it; to give the manager control,
controls must satisfy seven specifications. They must be:

~ economical,

= meaningful,

- appropriate,
= congruent,
~ timely,

- simple, and
= operational.
(28)

He added:

In designing controls for an organisation one has to
understand and analyse the actual control of the
business, its people's decisions, Otherwise one
designs a system of controls which does not lead to
control. One has to realise that even the most
powerful 'instrument board', complete with computers,
operations research, and simulation, is secondary to
the invisible, qualitative control of any huaan
organisation, its systems of rewards and punishments,
of values and taboos,

So any successful manager must learn to depend upon his own
Judgment in setting objectives and goals, upon his ability to
request the most needed feedback of control information, upon his
ability to interpret and utilise this up-to-date information fof
sound decisions. Without proper control information, all the
planning and vigorous direction of an intelligent executive will

be ineffective.

3.A. Management Accounting Techniques

The ever increasing demands of economic and technological
achievements place a heavy burdon on the men who manage today's
business enterprises and on the management accounting systems
upon which they deéend° The latter have had to develop fromAthe

simplistic techniques of 20 years ago into & far more profound
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and science-~based approach to administration. E, Caplan(29)
indicated the logical objectives of management accounting, when
he saw that its two major functions should be:

1. That Management Accounting should be related to
fiduociary responsibility, which is concerned with
"keeping track of things", and answering such
questions as, "Did we get what we paid for?" 6 and
Do we still have it?"  He added, that costing
techniques which are primarily designed to provide»
cnst and inventory data for financial statement
purposes might also be included under the heading
of fiduciary accounting,

2. That Management Accounting should furnish inform-
ation which is useful as a basis for decision -
making at all lefels of the organisation. This
functioﬁ provides managers with the data required
for plamming, co-ordinating, and controlling
activities. But it also includes the operation of
a system which assists in motivating individuals to
make and implement those decisions that will lead to
the accomplishment of the organisation's goals.

He concluded that Management Accounting plays an important role
in influencing behaviour at all the various stages of the manag-
ement process, including : |

(a) The setting of goals,

(b) Infonnlng individuals what they must do to contribute

to the acccmpllshment of these goals,
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(c) Motivating desirable performance,

(a) Evﬂ@tirg performance, and

(e) Suggesting when corrective actions must be taken.

Recent irends by business towards decentralisation and
profit centres have accentuated the need for better and more
timely information as a basis for management decisions. |
Since traditional accounting techniques have always satisfied

-this management requirement, the role of accounting, during

(30) 1

the last few years has begun to change., R. Campbell de

the folluwing observation about the changing role of accounting:

In the last decade we have seen a decided change in
the rcle of accounting. At one time accounting was
primarily a technique for measuring income and fin-
ancial condition, while this objective has not
become any less broadened in recent years to include
othr.r objectives. The scientific management move-
ment in industry has placed emphasis upon factual
accounting information as a basis for management
decisions. This is scometimes referred to as manage- -
ment accounting.

In an article written approximately 10 years after Campbell’s
observation, R.L. Brumme't:(3 1) contends that the role of management
accounting is related to management objectives. He says :

The conventional role of Management Accounting is

one of assisting in the articulation of Management

objectives, and then of providing feedback of perf-

ormance information to assist in monitoring progress

toward such objectives,

B, Responsibiligg Centres

While the profit centre concept is used primarily for profit
making organisations in private industry, it is only one of a

number of responsibility centres. According to R. Anthony(32)

ce—
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A responsibility centre is simply an organisation unit
headed by a responsible person. The centre is responsible
for performing some function, which is its output, and for
using resources, or inputs, as efficiently as possible in
performing this function.
Anthony further states that there are three types of responsibility
centres:
4. Expense Centres
2. Profit Centres, and

3. Investment Centres; which can be defined as follows :

Expense Centres

If the control system measures the expenses incurred by an
organisation unit, but does not measure the monetary value of
its output, the unit is an expense centre,

Profit Centres

If the performance of a responsibility centre is measured in
terms of both the revenue it earns and the cost it incurs, it is

called a profit centre,

Investment Centres

Centres where the supervisor is responsible not only for profit
but also for the assefs he uses.

In identifying expense centres, Anthony puts forward the
argument.that managerial ébst control techniques can be as effective
in Governmental operations as they are in private industry.

" J.L. Brown and L.R. Howard(33) distinguished between two

methods of cost accounting:
4o The calculation of the cost of a product after it has
been completed; this can be referred to as historical

costing.
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2, The detailed estimation of the cost of a product
before it is manufactured, so that expenditure can
be controlled during production; on completion, the
actual result can be compared with the estimate, and
variances ascertained and investigated. This method
can be referred to as pre-determined or standard
costing.

C. Standard Costing and Budgetary Contiol

Before arriving at a definition, Brown and Howard argued
that when historical cost figures are analysed carefully they
may be useful in remedying past results; but mistakes and
inefficiencies are not discovered until af'ter the damage is done.
They considered that information of this tjpe is an aid to
management, but is not as valuable as it might be for the
following reasons @

4. The data are not presented to management until

some considerable time has elapsed, so that
management is unable to take the necessary
corrective action at the proper time.

2. No suitable yard stick is provided by which
management can measure actual performance.(jh)

Standard costing is one of the most recently developed
refinements of cost accounting and has been widely adopted
because it is so effective in providing the information needed
for control. It may be defined basically as :

A technique of cost accounting which compares the

'standard cost' of each product or service with the

actual cost, to determine the efficiency of the op-

eration, so that any remedial action may be taken
immediately. (35)

(155)



The 'standard cost' is "a predetermined cost which determines
what each product or service should cost under given circum-
stances. "
'Yariance' is "the difference between a budgeted or
standard amount and the actual amount during a given period,"
As Brown and Howard said - standard costing involves :
1. Setting standards.
2. Ascertaining acfual results.

3. Comparing standards and actual costs to determine
the variances,

4. Investigating the variances aﬁé taking any approp-
riate action.

The writers concluded that although budgetary control and
standard costing are similar systems by virtue of their forward
looking nature, a major differenée between the two is that while
budgetary control is concerned with comparison of estimated and
actual résults in a department, company, or larger unit,'standard
costing is concerned with comparison of the estimated and actual
results of manufacturing a product or providing a service, Never
theless both systems are clearly valuable to management cost control
procedures.

A budget is usually defined in accounting literature as a
"financial plan for the future". Some writers in the field
describe the following principél steps in what is referred to as
the "budgetary control" process.(36)

1. Preparation of a plan consistent with the goals of
the business.

2, Review, discussion, and adjustment of the plan as
needed to facilitate its accomplishment,

\~ | o

(156)




3. Camunication of sub—sectioﬁs of the j)lan to
responsibility centres within the organisation.
4. Comparison of actual performance with planned results.
5. Analysis and explanation of variances from the plan,

6. Corrective action where significant unfavourable
variances occur between plamnned and actual performance,

Budgeting is a method of translating the goals of an organ-
isation into operational terms, disseminating these goals to the
appropriate decision-makers, and facilitating, co-ordinating, and
controlling the actions of the various sub-units within the organ-
isation, We have noted in the previous sections, that control
includes the measurement, evaluation and correction, where necessary,
of the contributions of organisation participants, Budgeting cont-
ributes to control by providing objectives against which performance
results can be measured. For example, the performance of a depart-
ment head can be evaluated in terms of his ability to achieve certain
desired results as specified by the budget and within the cost
constraints imposed by the budget.

Je Machin,(z’_,) described the functions of a budget, as,

a necessary management control system in an organisation

of any size but it is not sufficient. In any department

where every input and every output cannot be satisfactorily

quantified and shown in a common time span (and that is,

in fact, every department of any organisation), it is less

wholly relevant. In any department where the majority of

inputs and outputs cannot be satisfactorily costed or valued,

a budgetary control system may well induce dysfunctional

decision making by the manager in charge of the department:

if used for the wrong purpose,

Dew and Gee(38) suggested six conditions for effective

budgeting control, as follows. H

—

N
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I, so far as the managers are expected to act on

the information provided, management, axithority

and responsibility must be clear.

As the .system depends on predetermined standards and
budgets, and the periodical measurement of performance
for camparison with such standards, the managers must
have accepted the standards as being reasonable and
attainable,

Budgetary control information must be understood by
the managers, and, hopefully, understood as it was
meant to be by the individuals who produced it.

As some training or education in the use and value
of budgetary control systems is required, whether
gained on formal courses or simply by experience,
this training must be adequate.

As the budgeting control information flow will be

~affected by the suitability of the management

accounting organisation, this organisation must be
appropriate,

}/Iahagers mugst understand ;the purposes of the budgetary
systém in order to take appropriate action on the basis

of the information provided,

D. Responsibility Reporting

The trends towards decentralisation, responsibility centres,

etc., created the need for new accounting measurement systems to

S—

identify the expenses and revenues of various organisational units

within the firm. Anthony adroitly distinguishes between tradition-
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al product cost accounting énd responsibility accounting when he

says :

In product cost accounting, costs are accumulated in terms
of products or programs. In responsibility accounting, 9)
costs are accumulated in terms of management responsibilit§é

R. Campbell describes responsibility reporting as a method
for providing information for management control. He writes :

One concept that has received a great deal of attention
is responsibility reporting. The objective here is to
identify results with the executive responsible for
producing them. Responsibility involves performance
measurement, in which actual results are compared with
pre-determined standards. This can be accomnplished by
introducing account classif'ications that parallel the
Compzay's organisation plan in order that reports may be
prepared to show, in financial terms, the results of the
operations for which each individual is responsible. (40)

J. Stallman also describes responsibility accounting as a
means of providing information for manacement control, when he
states :

Industrial accountants generally perceive the control
of operations of their firm to be a significant part
of their accounting systems procedures and resports
which together are variously known as 'responsibility
.accounting' - 'performance reporting' - 'budgetary
control' and so forth., (441)

In their book entitled Management Control Systems,
Anthony, Dearden, and Vancil contend that management accounting
techniques can and should be utilised in Governuent operations.

Non-profit making organisations can use many of the
control practices described in this book, although

they so far have been slow to do so. They can adopt

the concept of the responsibility centre. They have
many opportunities to create 'profit centres' that

sell products or services to other units within the
organisation. They can use flexible budgets (although
many of them do not need to do so because of the relative
certainty of their volume estimates.) They can use
standard-cost, and can segregate efficiency variances

. \
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from the variances attributable to price, volume, or

mix., They can set selling prices by estimating full

costs including, in some circumstances, the cost of

capital, Above all, they can introduce the spur of

competition among similar units within the organis-

ation and between an internal unit such as, a

maintenance department, and its counterpart in the

-private sector (42).

¥Fraom the top management and middle management point of view,
it is essential that results be expressed in financial terms and
related to the overall plans of the Company., - It becomes the
responsibility of the accounting section, therefore, to convert
the accumilating daily information into financial terms in so far
as these are valuable for guiding management decisions. Although

most financial reports are on a weekly basis, decisions must depeund

upon the immediate needs of the sitaation,

L.A Organisation

Organisational ability has always beén a feature of mankind
and has been responsible for many of man's achievements. The
magnificent constructions of the ancient world, the pyramids
and the hanging gardens of Babylon, for instance, clearly required
the organisation of large bodies of men, GCreat armies like those
of Nebuchadnazzar, Alexander the Great, and Julius Caesar were also
superbly organised, and further evidence of man's organisational
ability is offered by the Churches, the military and political
states, With the passage of time this accumuvlated experience

was held on record to guide those who came after,

T
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During the Industrial Revolution, management organisation
was planned in an increasingly systematic way. Writers on
scientific management, such as Taylor, Gant, Gilbraith and their
successors, assembled the information into a usable body of know-
ledge, which today has widespread application. This body of
knowledge, created both from personal experience andrindividual'_
theories, enables the organisatibnal problems arising from both
economic and non-economic obJjectives to be solved with increasing
success,

The s:mvivalrand vrosperity of a commercial unit have come
to depend on increasingly complex factors, no longer remaining
8imply the problems of an owner, or manager adjusting to the
demands of a market, Modern management., although largely
separate from ownership, has nevertheless to take the owneré‘
interests into account as well as market fluctuations, competitors,
techﬁology, labour unions and international polites, when-:making
its decisions, Clearly only a sophisticatéd planning organisation
makes it possible to deal with this multitude éf factors,

The importance of:organisationgl planning increases with fhe
size of the compahy as the head of an operational unit becomes
further removed from his headquarters, i.e. as his control over
the policies which affect him is reduced. Similarly, headquarters
staff responsible for policies and procedures are increasingly less
aware of the feel of the situation. Increasing size has also meant
the introduction of the staff specialist, possibly with long chains
of command behind him, and the divergence between his advisory

position to the line-aid the need to get his ideas accepted and
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carried out, puts him in a dilemma., Finally, more systematic
organisational structuring is required to make a success of increasing
executive participation at all levels through the delegation of

decision-making,

B, Vhat is an Organisation?

C. Barnard defined organisation simply as:

A-comprehensive system of co-operative human activities,(AB)
E, Dale's definition of organisation planning is:

The process of defining and grouping the activities of the

enterprise so that they may be most logically assigned and

effectively executed., It is concarmed with the establish-
ment of relationships among the its so as to further the

objectives of the ehterprise. (4%3

Koontz and 0'Domnell (1959) in their book, Principles of
Management, coﬁsidered Organisation to be the establishment of
authority relationships, with provisions for siructural co-ord-
ination both vertically and horizontally, between positions to
which have been assigned specialised tacks required for the
achievement of enterprise objectives,

It is thus the structural relationship which binds an
enterprise together, and is the framework within which individual
effort is co=ordinated, If we examine the above definitions we
find five points that are common to all organisations:

1, An organisation always includes persons.

2, These persons are involved with one another in some way -
that is they interact.

3, These interactions can always be ordered or described
by some sort of structure.

4o Eachperson in the organisation has personal objectives,

some of which are the reasons for his actions, He expects
\ .
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that participation in the organisation will help to
achieve his objectives. ’

5. These interactions can also help individuals to
achieve compatible joint objectives, perhaps diff- (45)
erent from:  but related to their personal objectives. ’

The nature of the structure and the particular processes of
interaction will vary from one organisation to another. However,
persons interact for objectives in every organisation, and this
interaction can always be described by some type of structure.
Where formal organisations are concerned, structure is likely to
be recognised as a primary feature, but in the case of informal
organisations the structure is likely to be less important. No doubt
the working elements determine the quality of ineractions. Members
interacting make an organisation, but the working elements make it
effective or ineffective, Or as Hicks °~  so neatly observed:

The working elements of an organisation consist of its

human resources, its members' abilities and their

personal influence; its non-human resources, free and

economic goods, and the conceptual resources of a

particular group of its members = the managers. The

degree to which a1l members of an organisation employ

their abilities and influence in the effective util-

isation of resources depends upon how well the managers
of the organisation understand and perform their job. (46)

Writers like M, Barnes, 4. Yogg, C. Stephens and L. Titman£47)
argued that a great deal of attention had been given to the subject
of objectives without relating it specifically to organisation
structure, and stressed the importance of defining the objectives on
their own merits first. Obviously the defined objectives will affect
the organisation structure, but the process should not be allowed to
be reciprocal, i.e. objectives must not be defined simply because

~ an existing organisation structure will facilitate the achievement

of these objectives, rather than other objectives which may make a

greater contribution to success. Nevertheless, a time will clearly
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come when the investment in a particular structure is such that
no change should be made until a sufficient return has been
received from it. The primary objectives of a business organ-
isation are survival, growth and profit, To achieve these, a
company must define ité secondary objectives,; especially in the
areas of marketing, innovation and efficiency. Since an organ-
isation is an open system;, a company needs to secure a contin-
uing supply of human and material resources by its operations.
They conclﬁded that the objectives of a company would affect its
organisation structure by highlighting the various areas of
activity and decision-makihg. These would provide the skeleton
of the structure.

D, Newman(hs) emphasised that the general way in which
people behave and relate to one another; the style of management
and leadership, the attitude to problems and inadequacies, are
all elements of the general organisation style that have a direct
relationship to the particular form of organisation structure and
to the way in which that form is communicated to the people who
operate within it. He said:

The life, the action in an organisation comes from the

people in it, acting individually and in groups. The

organisation's structure should give a framework, a

degree of consistency, to this action. At the same tiine,

this structure is itself affected by those people who
work in the organisation.

C. Modern Organisation Theory

The results of research into traditional theories have high-
lighted their limitations without producing a more viable and

equally simple alternative. For this reason the 0ld framework
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must still be used as a point of departure, although supplemented
by creditable research and new concepts which may throw new light
on organisation behaviour. A major trend in modern thinking about
organisatipn is the Jjoint treatment of groups of managerial
functions,

Studies tend to be descriptive rather than prescxjiptive , SO
that human organisations are treated as systems of interdependent
human relationships directed towards common goals. Advances have
been made, however, despite the lack of a unified approach, and

some of tne more important new concepts will be discussed below.

D. Authority, Influence, Power and Bureaucracy »

Pro‘babl_y one of the most important and controversial contrib-
utions maie by modern theorists involves the concept of authority.
The theory of Bernard and Simon(49) which proposes that a commun-
ication carries authority only i_f accepted by the receiver, upset
traditional assumptions about the flow of authority from the high
point of a hierarchical structure., The controversy that has followed
may not have shed new light on the subject, but it has resulted in
two distinct schools of thought. One way of re‘conciling the two
theories is to consider that a right to act, although delegated from
above, to be effective, must be matched by a willingness and capacity
to act on the part of those below. Another view has been put forward
by Mary Parker Follet (1941), who sees authority as beiongin.g to and
staying ﬁth a job,

J. Miner (1973) argued about influence concept as:

Behaviour on the part of one individual which alters the

behaviour, attitudes, feelings, and so on, of another. Cne

person may influence another by virtue of control over
sanctions, by persuasion, by playing upon attitudes held
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toward him, by exercising control over significant
aspects of the other person's enviromment, or as a
consequence of an exchange agreement which provides

for influence as one part of the bargain. Influence

may be attempted by whatever means and, in some instances
.still fail of success, (50)

An organisation can be described by determining the flow of
influence in the decision-making process. Organisational behaviour
may also be observed by examining an organisation's power centres.
These are not invariably centres of authority, since power is
personal and not institutionalised; this implies that control is
by reward and penalty. In a book called, Company Organisation:
Theory and Practice (1970), a group of writers states that,

One of the greatest sources of power in the business

world is the "entrepreneur", and much of the psych-

olagical strength of the entrepreneur lies in the

facv that the satisfaction of his individual needs,

€.g. for power, security, etc., and the objective o

the organisation are very closely linked indeed,

They go on to say, that

the healthiest organisation with greatest potential

for growth and the greatest success in human terms

will be the organisation which can integrate its own

dbje%tiges with the needs of the people and groups in
it. (51 : ,

This concept is applicable to organisationgl units of any size,
Those in positions of authority should realise that in order to
remain in powerful positions, they must understand and apply this
concept,

A. Tannenbaun (1968)(52) related control to other factors

in organisational effeectiveness. His findings illustrate that
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the overall amount of influence in the organisation correlated
substantially with performance and satisfaction.

Moreover, the application of this relationship has been
extended to include highly skilled persons performing a variety
of complex tasks. He maintained that the degree of control by
an officer over his subordinates was positively related to the
control they exercised over him. He claimed, that the total
control, performance and satisfaction were all relatively high
in the case of an office manager whose leadership waé perceived
as resting largely upon his skill and expertise (expert power)
and upon the attractiveness of his personal qualities, (referent
power). Conversely, a less effective office manager tended to
rely more heavily on the use of rewards and sanctions, as well
as the formal authority of his position.

Max Weber(53) in his historical study of social behaviour,
noticed three areas of influence on organisational behaviour:

1. The traditional taboos of society

2. Persocnal leadership of great men (which he called
charisma, and

3. The concept of bureaucracy.
The characteristics of the third area of inf'luence have beeh the
subject of study by social scientists and offer a model for a
EQ%@al theory of organisation, Webster's New World Dictionary
(1958), defined bureaucracy as,"The administration of Government
through departments and subdivisions m;naged by sets of officials
following an inflexible routine."”

M, Croé—iér elucidated the term bureaucracy by saying that,

AN
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Planned co-operative action is possible only if one

can rely on a great deal of regularity of behaviour

on the part of all the participants. In other words,
any organisation must obtain from its members a
variable but always substantial amount of conformity.
Members will conform partly voluntarily, partly because
of coercion. Whatever the proportions, the achievement
of the necessary conformity will be the central problem
of an organisation's government.(5k)

E., lIdentification, Loyalty, Responsibility and Accountability

The concept of identification, whereby an individual
participates in an organisation by accepting its goals as his own,
is useful to our understanding of organisation, since it admits
the importance of self-involvement in organisational adtivities.
Identification of this sort removes the problem of continual
reappraisal of value judgments when decisions are made.

In the =ame way, loyalty to an organisation strengthens
the relationship between individuals and groups, and by allowing
predictability of reaction, assists in the co-ordination of
decisions., Problems may, however; arise when loyalties are
divi&ed, say, between a department of a company and the company
itself, when the goals of the two units do not seem to coincide.

Responsibility, the obligation or duty of a person to act,
has always been an important feature of organisation. C. Barnard
(1938), described it broadly as the power of a personal code of
morals to control the conduct of en individual., The behaviour of
an organisation is affected by fhe individual morol code of those
active within it.

A theory of accountability, in addition to that of respons-

T

ibility, has beén developed by some writers, notably'Koontz and

0'Donnel (1959), who view it as the pre-requisite for the proper
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discharge of duties by the subordinate, M. Barnes (1970) and his
assocliates describe it as the obligation to produce results in

terms of objectives achieved, often associated with profit centres.

F. The Functioning System of an Organisation
(55)

Dalton suzgested that six essential elements were necesé—
ary to fulfil the requirements of a business organisation's
functioning system. The first requirement is the production of
goods or services; The second is a sales effort to ensure that
those goods and services reach the individuals for whom they are
designed, and also to regenerate demand when necessary. Thirdly,
a design and development effort is required to ensure that the
products meet consumer demands and are adapted to any changes in
those demands. In order to bind these three elements -together,
a fourth element is necessary, a system of administration and
contreol which relies on effective commmication and decision-
making, The two final elements, a system of rewards and punish-
ments, and a campany philosophy, are important because of their
effect on the individuals within the organisation. The rewards,
e.g. status; money, etc,, must ideally be highly valued by the
members of the organisation, so that they can be used in a way
which will encourage activities for the continued health and growth
of the company, whilst discouraging activities wﬁich hamper the
attainment of the campany's objectives,

A company philosophy is necessary to generate appropriate
attitudes in the individual members and to reinforce the motivation

given by other means, e.g. by rewards and punishment. The ultimate

N\
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aim is to develop a philosophy which will generate in all members
of the organisation a loyalty to the purposes of that organisation.
If any of these six elements are completely absent, then the system
will have difficulfy in maintaining itself, 1In addition to survival
the characteristic of growth is present in an organisation, Just as
it is in any other system. Growth is seen not simply in terms of
increasing size but also in terms of increasing ability to cope
with the circumstances of its enviromment, e.g. markets, suppliers,
Government instructions, etc, Where this growth potential is not
realised in an organisation, it will become inflexible and deter-
lorate, unless changes are made to revitalise it. An example of
this would be a one-product company whose product demand changes.

Decline is not only seen in the preduct, it is reflected in
the organisation as well. Burns and Stalker(56) have given an
example of a company which failed to take advantage of new tech-
nology because their old system was not flexible enough to assim-
ilate it. An organisation must be open to new ldeas and be capable
of integrating them even when they conflict with existing policy

and philosophy, and for this reason flexibility is essential,

G, Management by Objectives

Good management must be developed in such a way that its
objectives appeal to the individual members of the organisation as
meaningful. A useful approach, suggested by P. Drucker(57) is=
management by objectives, in which objectives are supplied iib
"every area where performance and results directly and vitally
(58) 1

affect the survival and prosperity of the business."

management by objecti?es, an executive must concentrate the
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attention of each person in the orgénisation achieving definite
and measurable results that are felt by each ipdividual to have
a clear meaning for himself., Each part of an organisation can
contribute towards the company's objectives if it sees its own
specific goals clearly, and can determine, through meanurement ,
how well it is doing. The selection of the proper factors for
measurement is important, because it is the factor that is
measured which usually receives attention.

The overall objectives of a firm are generally established
by-top management, but it is desirable for each subordinate
manager to have a say in setting his own objectives. If each
manager is to understand the relationship between his own
organisational objsctives and the broader objectives of the
campany, he will need to participate in the goal-setting process,
If he is involved in establishing his own objectives, he will
feel that these objectives are the right ones and he will work
towgrds them more readily. In this way, each part of the organ-
isation will strive in a joint effort towards the recognised
organisational objectives. Drucker continues, that objectives may
be set as ideals or idealistic expectations. Whether the objectives
are idealistic or realistic, they should be stated in terms of
definite results. The statement "reduce costs", sounds fine, but
it is vague and lacks precision. Even if a conscientious manager
sincerely strives towards this vague objective, he will never
know whether he has reached it. The statement "produce at costs
10 per cent less than last year" is better because it states

the specific results that are desired,
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change.

H, The Organisation énd its Environment

The relevant enviromnment can be conceptualised in these three
different layers:

A, The organisational environment can be conceived as the
enviromment existing within the closed systems that marks
the boundaries of the organisation., This layer of the
enviromment is largely under the purview of the managers
or decision-makers, Size, technolegy, organisational
climate, and the human and capital resources of the firm
are some of the important variables located in this
environmental layer.(59)

B, The task environment. This has been defined by Dill as,
"Thet part of the total environment of management, which
is potentially relevant to goal settings and goal
attaimment", (60)

Co Lastly, one can conceive the third layer of environment,
wnich is the societal environment, as the macro-environ-
ment (economic, political, social, cultural, legal) in a
given nation,

5.4 Concept of Training

G, Odiorne, admits that:

Training involves a programme designed to change the
behaviour of employees, A wéll-designed training programme can-
not be constructed in isolation from the organisation in which the
change in behaviour is necessary. The assessment of training needs
must begin with the determination of the difference between the
desired conditions and the current conditions within a particular
organisation. The factors causing this difference must then be

identified and the training centred on those factors that it can

(61)

The first principle of training is to begin by producing a
process of "unfreezing",(sz) Before training can effectively
change behavioﬁi, the trainee must feel a need to accept the train-

AN
ing and to change his behaviour. In practice this means that the
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"0ld habits and practices must be brought into question by
focusing on-situations that are not satisfactorily met by
existing behaviour patternso(63)

There are four forms of action training that appear to be
applicable to training in managerial skills: discussion, cases;
problems and role-playing. One caution is necessary on the
use of these methods. The trainee cannot be expected to make
a proper response during action training, unless the response
is in his repertoire, This means that some method of preparatory
training, such as assigned readings or lectures, is necessary
in order to provide an intellectual basis and establish an
initial level of skill, which the action training will then
improve. The discussion method of action training is part-
icularly appropriate fbr managerial skill, The use of discussion
allows a considerable degree of feedback to the instructor,
so that he can assess how the training programme should be
spaéed out and how effective the training is,(64)

As a method of practice, the use of a structured rather
than an unstructured discussion can also be used in combination
with one of the other forms of action training—case studies,
problems, and role-playing. This combination is normally an
effective way of allowing the trainee.to participate actively,
while retaining fhe possibility of immediate feedback in response

to his performance,

One other method that might be effective in this kind of
(65)

training is a derivation of the "syndicate" system, Under
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this system a 'syndicat', or group of trainees, usually number-
ing ten or less, is assigned a general task., This group makes
a comprehensive study of documents and meets with various
experts., Finally the group gives a full report and has this
report criticised by all of the trainees.,

There are a number of other factors that will infiuence
the exact methods used in managerial training; They include
‘the physical facilities and budget available for the training
effort, the geographical location of the training prog:amme;
the reaction of the trainee to the methods used, and the

(66)

interests and skills of the instructors involved, It seems
obvious that an effective programme of training will use a
combination of methods, assigned readings, lectures, discussion,
case studies, problems, and role-playing to reinforce one another
when necessary,

One aspect of the mechanics of training deserves
mentioning, There appears to be an advantage in having trainees
from as homogeneous an environment as possible in each
separate training session., This is because the more closely
the training effort is tied to the work environment, the more
the behaviour change carries over into the work situation,

If a relatively homogeneous group is trained together, then
the cases, problems and role-playing can be sleectively drawn
from situations that approximate more closely to the actual

working conditions of the trainee. This could help both the

speed at which he assimilates the material and the extent

—

to which he realises its applicability to his personal work
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situation,

The report by the management fraining and development
committee, giving recommendations on managerial training
programmes, states that:

The Committee wishes to emphasise certain general
considerations. These are: (67)

= The significance for effective management devel-
opment of the "climate" within the firm.

-« The need for the senior executives to give the
leada :

= The fact that all managers have a responsibility
for training; and

= - The need to give scope for the individual manager's
own efforts, to develop himself,
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PART TWO: Nationalized Industries in the U.K. and Eastern

European ILxperience with Management

1. Nationalized Industries in the U.X,

& roport of the Labour Party on industrial democracy,
published in June 1967, concentrated on the urgency of an extension
of workers' participation in workshop and industrial affairs, and
on the nature of the needs that such an extension must set +to meet,
The report concluded by stating that:

A continuing strand in British Socialist thought has been the

argument that no system of public ownership and administration

can be regarded as, even approximately satisfactory, unless

it offers those engaged in it an effective voice in the

control of policy and administration. We have sought to

- define a way in which positive participation by workers and

their trade unions could develop in a way beneficial to the

whole community, so that the public sector could, garner (£8)

the benefits of such a development whilst @«wvoiding its dangers. ©

The report discusses the contribution to industrial efficiency
that can come from an extension of workers participation, backed,
of course, by improved union servicing and industrial training, and
by provision of relevant information by management. Amongst many
possible aspects of this improvement in efficiency, the report
mentioneds

The direct contribution from workers representatives and

‘individual workers to improvements in work routines,

layouts, processes and products, . . . The alternatives

to participation, in the shape of misunderstanding,

resistance, low morale and suspicion, are all too

prevalent, (69) '

In the Lindsay Memorial Lectures given at the University of Keele
in 1964, it was pointed out that the pragmatic approach was not
overlooked by the main liberal writers, all of them being prepared

to accept as proper to the state, those functions that passed the
\\
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following testss

1. Where a given expenditure would bring an even
larger economic return to the community, but would
not be undertaken by any private individual,

2, Where a given expenditure, although not necessarily
yielding an economic return in the narrow sense, could
nevertheless be shown to be "really important to the
general interest."

3, Where the individual in striving, in apparently rational
fashion, for some benefit or the avoidance of some harm,
would normally be led to take action which would
frustrate his own purpose.

4, Vhere it could be shown that the state, for one reason
or another, would be able to produce goods or services
more cheaply than private enterprises,(70) '

Graham Reid and Kevin Allen, when discussing the nationalized
industries in Britain, admitted that most of the nationalized
industries were not taken into public ownership primarily for economic
reasons, though there has often been an attempt to include an
economic rationale in the decision to nationalize a particular
industry. Because they are publicly owned, the nationalized indust-
ties are accountable to parliament and are subject to political
influence and control, The nationalized industries in Britain in-
clude the electricity industry, the gas industry, the coal industry,
the railways, the nationalized road haulagé industry and the air-
lines, and although the re-nationalization of steel in 1968/69
and the proposed nationalization of the docks in 1970/71 were
designed ostensibly to rationalize the industries and to make
them more efficient., The authors, nevertheless, put this open
question:

Whether this aim, to make the nationalized industries more

efficient, could not have been fulfilled by a different

method of control rather than by ocutright public ovnership, (71)

Alec Nove,argues that there is no point in nationalizing

industries, such as the chemical or sugar giants, unless powerful
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special reasons for doing so exist. He asserts:

It is, of course, possible to urge nationalized enterprises
to operate in a competitive environment. Competition can
be between nationalized industries (for example, coal, gas
and electricity in Great Britain), or between nationalized
firms and private firms in the same industry (such as
Renault and Simca car plants in France). Under these
conditions, nationalized management does have a powerful”
impetus towards efficiency. (72)

The French premier in an interview with Time Magazine declared
his views on nationalization in France:

If our nationalized industries perform well, it is because
they are managed in a spirit that respects their autonomy

and because those in the industrial sector, like Renault,

are subject to competition from private enterprises,(73)

Arthur Knight regards the whole Whitehall machine as having no
hope of influencing and no capacity to understand the management
of business, but he emphasizes that:

Firms survive and make profits generally by making
things which the public will buy at costs which reflect
the value in zlternative uses of the resources which are
employed. Earning adequate profits to sustain business
in fields in which the U,K, has a comparative advantage
is in the social interest, as is investing in new
technology which will ultimately benefit consumers,

Thus the chief reasons why govermments in the U.K.
usually have policies towards industry is in oxder to
hold the ring.(74)

Arthur Knight stresses two further points:
First, govermnment has to make its assessment of which
industries should be helped to survive, where the doctrine
of comparative advantage appears to be relevant, Second,
government has to deal with possible divergences between
public and private interest.(75)

Basic facts about the nationalized industries in the U.K.
are taken from "Nationalized Industries" 1970.(76)

In the U.K, the nationalized industries, although similar to
private enterprise in their basic aim, differ in other respects,
as they are very much larger than the average privately owned

company and often have a considerable degree of monopoly power,
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&1so, the political background against which they operate cannot
be ignored.

The nationalized industries occupy a key position in the
" economy not oniy in themselves, but also because of the profound
effect they can have on the efficient operation of the rest of the
economy, There were strong political pressures for the maintenance
at relatively low prices of services which were unprofitable but
thought to bé "socially desirable". This was varticularly the case
with railways, coal and airlines., The control and appraisal of
capital investment was inadequate. Some of the industries were
capable of absorbing enormous amounts of capital, most of it raised
by Government loans rather than through the capital market. The U.K,
Governﬁent has formulated a series of rules or guidelines within
which the nationalized industries ought to operate in order to
achieve an efficient use of resources, These guidelines are a
partial suvstitute for the market constraints which affeét a firm
operating in a competitive enviromment., They are quite specific
about the type of piicing policy that the industries should use,
the minimum rate of return which new investment projects should
sho% and the method of evaluating such projects, and the overall
rate of return on net a;sets which the whole operation of an

industry should achieve,
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2. Eastern Buropean Experience with Management: Txploring how

Fastern Furopean Countries tackle their managerial problems,

~Starting with one of the experts on this field from Czechoslovakia,
Ota Sik in his book, "The Third Way" (1976), commenting on

J.K. Galbraith's book, "The New Industrial State", notes that
Galbraith is one of the few recent non-Marxist theorists to lend
support, in a sense, to official Marxism's rejection of the market.
Sik took a closer look at Galbraith's attitude, when he said:

He is primarily concerned with demonstrating that, with

the so-~called "technostructure" now controlling

production, the market and the goal of profit maximization
are no longer of first importance for the giant corporation
in the west. The corporation plan, he argues, has taken
over; the market is accommodated to the plan, and goals

of pianning have little in common with profit-seeking by
the technostructure,

Sik continues:

From his highly complicated and, to my mind, unconvincing
line of argument we can extract two main stays. First,
the market is subordinated to the planned goals set by the
firm. Second, the behaviour of the corporation is adapted
to the motive of the technostructures.(77)

Regarding profit optimization, Sik stated that:
FPirst, it is necessary to distinguish between profit
as the concentrated manifestation of -economic effect and
the manner in which this profit is appropriated.(78)

In an other place he argues:
In the real-world economy, profit, while an objectively
necessary money form of surplus value, also serves as an
indicator of the social effectiveness of industrial
performance, the extent to which it approaches the optimum, (79)

His ideas on marketing and planning in the Eastern bloc countries

are summarised in the following statement:
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In recent decades, however, especially in the light of postwar
events in the "socialist” countries, there has been a move -
among specialists on the subject towards a realization that,
in the long term, neither the market alone nor planning with-
out the market can ensure that growth will be effective,

above all, in tune with the public interest,(80)

His personal experience on the same subject is that:

The actual experience and the anzlyses made of the planned
economies in several socialist countries over the recent
decades have demonstrated that enormous losses have been
caused by suppression of the market mechanism, including

its prices and market-related earning, and by abolishing
competition and consumer choice. In Poland, Czechosolovakia,
Hungary, especially, and to some extent in the U.S.S,R.,
there have been periods when the irrationality, the
contradictions and the wastefulness of command planning

have Yeen frankly admitted in hard-hitting debates,(81)

In his article "Economic planning and Management in '

| Czechoslovakia",; Ota Sik admitted that the existing system of
central plamming and management had failed to lead ‘o intensive
development and greater efficiency. It became obvious that the
existing system of management could not ensure the needed radical
and lasting upswing, He said:

There are times, in particular the transition from
capitalist of socialist economy, when some degree of
strict centralized management is necessary., Centraliz-
ation helped us to accelerate the social and structural
reconstruction of the economy and to ensure progress
along socialist lines at a time when the class '
composition of the managerial personnel was undergoing
a radical change, and it facilitated rapid equalization
of the economic levels in the various parts of the country,
But as socialist economic development gradually got
into its stride , the rigid centralized planning and
management became the main impediments to greater
efficiency.(82)

Sik admitted that recent developments in economic thought in
Czechoslovakia and the other socialist countries had made it

easier to draw the correct conclusions from a critical analysis

that aimed at getting to the root of the negative phenomena evident
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in these countries, Thus it was clear, not only that the existing
system of planned management had proved unable to overcome the
contradictions between production trends, but also that the very
system of central management itself, through greater and greater
reliance on purely administrative methods, was deepening the
discrepancies between the structure of production and the structure
of requirements. He stated that:

The one-sided drive for more output, for quantitative

targets, was inevitably accompanied by a lack of incentive

to technical and technological advance, to use modern

materials and turn out better and mcre up-to-date goods,

That is to say, that now obsolete methods of management

have unavoidably resulted in neglect of the qualitative

aspects of economic progress in the widest sense of the

term, One-sided and insufficiently realistic plans

and the material interests of the enterprises and their

personnel have retarded technological progress, perfection

of use values and rationalization of production, (83)

On the fixing of prices in Czechoslovakia Sik said:

The fact is that the proceeds from sales should cor-=

respond to the actual created and realized value. In

short, prices should harmonize with the socially necessary

expenses of production,(84)

As he noted the new system underscores the role of prices, which
should help to channel production along lines expedient for the
whole of society,

The_centralized model of planning devised in the U.S.S.R. was
adopted in other Eastern bloc countries, in the period when all of
them, regardless of size, traditions, or resource endowment, copied
all things soviet. In all these countries this model is now being
questioned and, in varying degrees, changed. For instance, improv-

ing the forms and methods of planning will make it possible to

tackle the préﬁlem_of strengthening and developing the system of

\\
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cost accounting in 2 new way. A. Kosygin, asked what would have
to be done in order to strengthen and develop cost accounting in
the new conditions, He said:

Firstly, condition . must be created under which the
enterprises will be able to solve their problems of
improving production independently, and that they will be
interested in utilizing to the utmost the fixed assets
assigned to them for increasing ouiput and the amount of
profit they received, It is therefore, necessary to leave
to the enterprises more of the profits which they derive,
Secondly, it is necessary to strengthen the cost-account-
ing system in inter-enterprise relations and to guarantee
that enterprises adhere strictly to consignment deliveries
as stated in concluded contracts, and to increase their
material responsibility for discharging their obligations,
Thirdly, on the basis of the cost-accounting system, it is
necessary to provide material incentives for the entire
collective and every shop and section of the enterprise

to make them interested in fulfilling not only their own
individual assignments but also in improving the over-all
results of the enterprise.. In doing this, incentives
must be organized so that enterprises will Le interested
in working out and fulfilling higher planned assignments,
and in the better utilization of internal resources,(85)

In the same report Kosygin explained that under the existing
system capital investements are almost exclusively allocated
according to the central plan, and in the main are devoted to
the construction of new enterprises. In many cases operating
enterprises dc not have the necessary means at their disposal
and thus cannot replace obsolete equipment quickly enough., The
result is a tendency to retard the growth of labour productivity,
to retard improvement in the quality of the goods and to emphasizé
cost-accounting in production. He therefore proposed the following
economic and management. reforms:

It is proposed that at every enterprise there should be

-established a production development fund which would be

formed from its profits. Such funds will also be supple-

mented by part of the depreciation fund which is intended

for the complete replacement of fixed assets, At present
this part of the depreciation fund is used wholly for
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centralized financing of capital construction, and enterprises
cannot use these means at their own discretion.(86)

The report tackled money incentives in the U.S.S.R., emphasising
that in 1965 new methods of planning and economic stimulation had
been introduced in a number of enterprises in the garment, footwear

and textile industries:

Recently a new system of bonus payments to managers,
engineers, technicians and cffice workers wes
introduced at enterprises in a number of industrial
branches, aimed at raising the workers' interest in the
growth of production and quality of the goods. The
first results which we have at our disposal already
confirm the correctness of the road chosen.(87)

The presidium of the Council of Ministers of the U.S.S.R. in
the beginning of the 1960's started to delegate more authority to
some of the enterprise managers, They were granted considerable
powers to use any profit above the planned level, as well as savings
in the wages funds, for the material stimuwlation of their workers;
for improvement of socio-cultural conditions and for the develop-
ment of their own production basés

The presidium of the Council of Ministers of the U.S.S.R.
recently examined the first results of their work and
heard the reports of the directors of two of the Moscow
road=transport organisations. Already the first

results of their work have shown that the introduction of
the new system of planning and material stlmulatlon
yields a considerable effect,(88)

Regarding the calculations of prices in the U.S,S.R., the report

stated:

At present, when wholesale prices are determined for
industrial goods, it is becoming absolutely necessary to
substantiate scientifically the calculated level of
profitability in the branches of industry. Normally
functioning enterprises must obtain their profit from

the realization of their produce at wholesale prices; in
this way they must derive an opportunity to set up stimula-
‘tion funds and to dispose of the necessary means for
expanding their activities, for paying for their assets
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and for making other transfers to the state budget.

Price must also play a major role in tackling the

‘problems connected with the raising of the quality

of goods, and improving the length of service and

durability of goods., Thus when prices are det-

ermined for new improved model, they must reflect

the additional expenditures made by manufacturers and

the benefit which the customers will get from using

better quality goods,(89)

David Granick, in his book 'The Red Executive' (1960). points
out that in any advanced industrial society, regardless of its
social system or traditions, much the same sorts of problems are
involved in operating the complex industrial structure. The
solutions to these problems, as Granick admitted may, of course,
be different. But the differences are limited by the fact that
some basic problems must be tackled., His book discussed both the
similarities and differences beiween the American and Russian
" approaches, He found that in many fundamental respects, British
management is much like American, and there are other respects in
which British management has much in common with, both American
and Russian. For examples

In all three countries, there has been increasing concern

with decentralization of management, and various

experiments have been undertaken in trying to achieve

it. Punctional departments such as resezrch and cost

accounting have grown in importance., There has been

the problem of the reduction of the role of the

foreman to the extent that functional specialists have

become more important in management,(90)

He found that had even greater importance as a pre-requisite for

middle and top management in the U.S.S.R, than it did in the

United States, A&nother area of similarity is the regard in which
the industrial manager is held by society in general.
' He is kingpin in both of the two giant economies

described in this book, while he holds a much more
modest role of esteem in Britain.(91)
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He concluded that in both countries (the U.S.A, and U.S.S.R.),

it would be very difficult indeed to carry on normal business
activities strictly within the law, As a result, the top manager
is a "risk taker" in both these societies, In Britain, on the
other hand, the business man seems to find law breaking much less
necessary and less socially acceptable.

About the centralization of authority in the U.S.A, and U.S.S.R.
the author said:

The medern American corporation had outgrown the

organisational form of one-man authority., 'Lecentral-

ization" became the slogan of the day, by the 1950°'s,

it was firmly imbedded in the folkways of management

e ¢ « o« The soviet approach to administration is

sloganized in the concept of centralized planning

combined with decentralized operational decisions.(92)

Soviet theory has always called for decentralization of

operational decisions to a local level:

But the term "decentralization" nas never had the

meaning in soviet parlance which is given to it in

American business: that middle managers should have

quite explicitly, reserved to themselves the right to

meddle directly in the detailed affairs of even the

‘smallest organisations.(93)
Granick added:

In actual fact, plant directors have possessed great

authority. But in theory, they have not; and so they

have c¢onstantly struggled to legitimatize their
power, (94)

‘The year 1957 saw a new type of industrial reorganisation in
the U.S5.S.R, At the end of March, Khrushchev published his "Theses"
advocating the abolition of industrial ministries., Accordingly the
Industrial Reorganisation Law ended the former system of grouping
industry by pggduct and technological process into national

ministries. Instead, one hundred or 5o regional councils were
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formed to administer all types of industry and construction
within their respective regions,

Administration had shifted from organisation by type
of product to organisation by geographic region.(95)

What made this reorganisation appear so drastic is that virtually
all of the industry administrations had previously been centred
in Moécow, while the new regional administrations were, in the
nature of things, to disperse to the four winds,

The indoctrination problem is one key reason for the low
mobility of American managers between companies. Moving from
plant to plant, subdivision to subdivision, but always remaining
within the company, the upward-bound executive gains breadth with-
out losing his touch for the individual peculiarities of his
corporatiov.'s personality. In the Soviet Union, the Communist Party
plays this indoctrination role,

- Rare is the executive of stature who is not a party

member, For a non-party executive has not been

subjected to the full strength of the traditions of the

soviet administrative "personality" and so in a real

sense is not fully trained for his job, Those few

executives who are "non-party Bolsheviks" as the

term goes, are presumably men with other vital

qualifications who are judged to have also imbibed

enough of the party personality to make them

acceptable, (96)

One aspect of the communication problem in the U.S.S.R., is
the need to bring lower- and middle-management personnel into the
process of planning and decision-making. As Granick argued, the

value of such participation has been well recognized both in

American and in Russian industry, It has been viewed as improving
the quality of final decisions and, of at least equal importance, as

giving these executives a great psychological stake in the fulfilment
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of the programmes,

As an epilogue to the subject of the organization man in

Russian Industry, D. Granick concluded:

The Russian manager is a man with power, but he is

no independent decision-maker., He is an organisation
man, filling a slot in a industrial bureaucracy which
has lines reaching to the very heights of Soviet

power, His production goals, his cost, and even his
industrial research objectives are set for him,
Moreover, he must establish and maintain successful
contact with the members of other powerful bureauc-
racies = and in particular with that of the Ccmmunist
Party. But if the manager's goals are established for
him, their achievement is his personal responsibility.
Often, the drive to meet quotas will force him into
illegrl activities; this cannot be helped., It is a
besic part of his task to determine what is necessary
in order to "succeed"; in this sense, the Red Executive
is very much an independent businessman, The Soviet
Manager is orientated to production. Volume of output -
is the acid test of his work. Marketing is no problem;
finance is atrivial concern. But the purchasing
department is the rock on which the factory organisation
stands, for supply shortage heads to production shortages.(97)

The S=ptember (1965) Plenum introduced the following ma jor

reforms

1.

2,

(98),

The management of industry was reorganised on a sectional
ravher than a regional basis. Whereas under the 1957
reorganisation industry was managed by regional economic
councils, under the 1965 reform it is managed by
industrial ministers, one for each industry.

Greater indipendence was granted to the enterprises, The
number of indices in enterprise plans fixed from above

by the central planners was drastically reduced, Now

an enterprise will have prescribed from above only nine
indices. Sales, the quantities of the basic items in the
product mix, the wages fund, the total of profits, the rate
of profit, payments to and grants from the state budget,
centralized investment, the introduction of new technology,
and the plan for material-technical supply., The importance
of the profitability index was to be greatly increased;
Ko-sygin remarked in his speech to the Plenum that the
volume of profit was largely responsible for determining
the size of the contribution made by each enterprise to

the net income of the country, and thus to the extension of
production and the improvement of the welfare of the people,
Prior to the September Planum, profits and the rate of profit
were not basic indicators, and there were many planned-loss
enterprised.
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The basic idea was that in order to eliminate the flagrant
disregard for the requirements of consumers when enterprises were
interested only in fulfilling the plan prescribed from abbve;
directions from above would be greatly reduced, and enterprises
would direct their efforts to the satisfaction of consumer demand,
guided by profitability. It was hoped to create a situation in
which what was advantageous for society would be advantageous for
individual enterprises., Whereas producers formerly produced
bulky iron bedsteads in order to fulfill plans in tons; now it was
hoped that in order to make profits they would produce modern beds
which consumers would prefer, Under the new system much greater
emphasis than before is placed on financial levers and an
economic approach, and much less empnasis fhan before on natural
idices and an engineering approach, The two chief indices for
judging the work of industrial enterprises under the new system are
sales and profit,

3. IEnterprises are to pay the state interest on fixed
) capital employed.

4, In the sphere of material-technical supply Kosygin
stated that it was intended to develop wider connections
between capital goods, enterprises and consumer goods
enterprises, It is essential gradually to make the
tranition to wholesale trade in separate types of
materials and equipment,

Ellman made several comments on the 1965 reform, of which
the following three seem critical:

1. A major feature of the reform was increased emphasis
placed on the incentive funds of enterprises.

2, The reforms so far adopted have been far too limited to
eliminate the problems of the old system.

A

AN

(189)



3. It is widely believed that the preéent gensration of
enterprise management does not have the training and
experience necessary to eperate a system in which
enterprises have more autonomy than formaly, and that
management education on the American pattern is a
necessary complement to a system that increases the
autonomy of enterprise management. The taking of socially
rational decisions by enterprise management is a matter
not only of education but also of motivation,

Ellman believes that the major social problem of the U.S.S.R. is,

The irresponsibility of the administrative apparatus,

leading both tc an unwillingness at all levels to take

responsibility for decisions, and to an arrogant treat-

ment of the population by all officials from petty

clerks upwards. (99)

Increasing attexntion has been given to management as the
central force and the critical factor. In India and in many Latin
American Cowuntzies, in the newly independent countries of Africa,
in the Middle East, and in Southern Asia, management associations
were formed, management schools came into being, and management
began to become a major focus of governmental as well as of business
concern., ‘Eventually the management boom reached the Communist world,
Cne Communist country after another in Europe, starting with heretical
Yugoslavia and then Poland and Hungary and ultimately even the Soviet
Union and Czechoslovakia set up management schools and management
institutes, began to translate western, especially American and British,
management books, and began to teach management as the solution to
economic stagnation,

What we have learned since the management boom of three decades
ago? P. Drucker answers:

The first thing is that management, that is, the organ of

leadership, direction, and decision in our social institutions

and especially in business enterprise, is a generic function
which faces the same basic tasks in every country and,
essentially, in every society. It has to think through the
institution's mission, has to set its objectives, and has to

organise resources for the results the institution has to
contribute.(100)
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Management in the Soviet bloc, especially after the developments
of the sixties, can largely be explained in terms of the dynamics
of management and their impact on Communist ideology and organis=-
ation, In the Eastern bloc countries management was to a large.
extent the rallying cry of those who opposed impositions from an
alien source.

The Communist reformers, first in Yugoslavia, then in
Hungary, and finally, in Czechoslovakia, demanded
autonony . » . » In part of course, their motives
were economic. But in equal measure, they looked to
management as a force to reform goverrment
society. (109)
T, Gambling, in his study of the application of accounting in
the U.S.S.R., found that:
The prices of most major commodities in the U.S.S.R.
are fixed by law, and are supposed to reflect the
socially necessary costs of producvion, i.e.
standard labour costs,(102)
Gambling argued that one of the major reasons for the introduction
of the Economic Reforms in the U.S.S,R. and other Socialist
Countries, is that centrally-directed and detailed physical plan-
ning can no longer provide for the satisfaction of the 'ideal whims'
of an.affluent society:
Once accounting in these countries ceases to be used as a
control system, in support of a .detailed physical plan,

the enterprises start to use their accounts in much
the same way as their capitalist counterparts.(103)
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SUMMARY OF CHAPTER III

This chapter has been divided into two parts, The first
part contains an analytical survey of literature and is based on
Management Control Systems theory and practise, The materizl of
this part is drawn from literature written by British or American
authors., Their ideas represent the concepts and practices of.western
developed countries with regard to Management Control Systems., This
part has been divided into five major sections:

Section one explains what Management Control Systems are,
it attempis é definition, and describes some features of management
control,

Section two consists of an analysis of management behaviour
in an open system, the role of the form~l leader (manager) as a
monitor of information in organisations, and in the designing of
the overall system,

Section three concerns management accounting techniques,
responsibility centres, standard costing and budgetary control,
and also responsibility reporting,

Section four explains what an organisation is, modern organis-
atioh theory, authority, influence, power and bureaucracy, It goes
on to describe the meaning of identifications, loyalties, respons-
ibility and accountability° Some features of the fupctioning of a
system of organisation, and management by objéctives, are then
explained,

Section five concentrates on the concept of training. From
the information compiled in thé first part of this chapter, it may

be concluded that Mﬁnagement Control situations are diverse in
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nature, They may call for the designing of a new control system
or the developing of new standards, the analysing and measuring
of deviations between actual performance and the standards, the
developing of a éualitative-basis for determining where to invest
limited capital resources, the taking of corrective action, or
simply the examination of a situation to determine exactly whét
the control problem is,

Part two has been divided into two major sections:

Section one eXpiains the managerial processes of the U.K,
nationalized industries., It is observed that competition between
nationalized indusiries in the U.K. could produce a powerful
impetus towards efficiency in their management.

Seciion two considers ideas, experience and practices of
management in state-owned enterprises in Eastern European countries.,

The Soviet centralized model, which is adapted by other
Eastern European countries , is based on central assessment of need
and on ‘'directive' plamming, in which this assessement is trans-
lated into action by a system of instructions via the economic-
political hierarchy., Criteria for management are predominantly
related to the fulfilment of the directive plans. However, during
the last two decades, Eastern Buropean reformers, have been trying
to change the central plans relating to major investments, and havé
moved towards a flexible centralization and money incentives,; rather

than '‘directive' methods to attain desired goals.
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CHAPTER IV

THE CURRENT MANAGEMENT CONTROL

SYSTEMS USED IN THE TRAQ CEMENT

PUBLIC CONMPANY

Before analysing the current Management Control System,
Cost control and training programme, a general account of

the company is needed:

1.L., A Note on the Company

The Iraql Cement Public Company which forms the subject
of our study, and has been mentioned; in some detail; in
chapters one and two.. . The Company was established in 1936
in Baghdad city. Production started in 1950 with one kiln
and with an annual production of 75,000 tonnes. The capital
of this company in 197/, amounted to I.D. 7,707,694, and on
the 14th July, 1964 the company was nationalised. (1) This
is one of the associate companies of the State Organisation of
Construction Industries, which in turn, are attached to the
Ministry of Industry and Mines, in accordance with the decree
of this Ministry concerning the setting up of specialised

enterprises published in 1970,
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Production Capacity

The Company runs and manages four cement factories with a
total annual production of 1,090,000 tonnes, distributed as

follows:

1. The Baghdad Cement Factory. This factory has four
kilns with a total annual production capacity of

about 450,000 tonnes. .

2+ The Falluja Cement Factory. The annual capacity of
this factory is 200,000 tonnes. This is all produced
by its one kiln. Production started before the end
cf 1975,

3. Seddat al-Hindiya Cement Fattory. The annual prod-
uction capacity of this factory is 21,0,000 tonnes,

produced by two kilns,

h; Kufa Cement Factory. Producticn in this factory started
in 1974 with an annual capacity of 200,000 tonnes. The
factory has one kiln.(2)

The Company has a factory at Baghdad for naking cement
filling sacks with an annual production capacity of 27 million

sacks.,

Types and Specifications of the Output

The Company produces the following kinds of cement:

H\\:
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1. Ordinary portland cement. This kind of cement

2

3,

Le

is produced according to the folloWing specifications:
(a) Iraqi specifications No. 5, 1967,
(b) British specifications B.S. No. 12, 1958,

(¢) American specifications No. ASTQ C 150 - 62,
Type 1.

Salt resistant cement. This kind of cement is very

soft and produced according to the following specifications:
(a) Iraqi specifications No. 6,.1968

(b) British specifications, B.S. 4027, 1966.

(e) American specifications, ASTM c150 - 62, Type 5.

Moderate Salt-resistant cement. This kind of cement

is used wnhen little resistance to salt is required, and
it is produced according to American specifications:
ASTM C150 - 62 Type 2.

Quick-hardening cement. This kind is produced for

special orders. (3)

Expansions Decided Uvpon

1.

Expansion of the Falluja cement factory. This is to be

‘achieved by adding two more kilns to produce 400,000

tonnes of c¢linker annually, bringing the total annual

output to 600,000, starting from the beginning of 1977.

The new Kufa cement project with a production capacity
of 2,000,000 tonnes. This project will be set up near
the E;ésent factory. Production will start in the
beginning of 1978, (4)
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1.B METHODOLOGY

Difficulties with Questionnaire

After preparing the questionnaire, which was designed as
a means of colleéting data and then to assess the current
management control systems in the Irag Cement Public Company
(See Appendix A), the researcher travelled to Iraq at the
beginning of September, 1976, The Iraqi Ministry of Higher
Education and Sciehtific Research wrote a letter to the Compény
permitting the researcher to submit the questionnaire. Before
using the questionnaire, a pilot test was carried out with
six individuals, two technical experts at the State Organis-
ation Tor the Construction Industries, which supervises all
the Iraqi Cement Companies, énd_four others who were members
of the National Centre for Consultancy and Management Devel-
opment; of the latter four, two occupied specialist positions
in management and two were assistants to specialists in manage-
ment. A visit was then paid to the Company administration in
Baghdad, and subsequently to the Baghdad factory, the Falluja
factory, situated some 45 miles from Baghdad, the Seddat al-
Hindiya factory, situated 60 miles from Baghdad; and the Kufa
factory, 90 miles from Baghdad. It was found that tranélation
of the questionnaire into Arabic was not easy. Some difficulties
were encountered in rendering managerial terminology in a
different language, as the respondents must understand the
same thing from the queétions, if the comparison of responses

is to have significance.
\
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The respondents in the Company administration were given two days

to answer the questionnaire; those of them who misunderstood certain
questions were dealt with personally and their difficulties removed,
Managers in the Baghdad and other factories were met personally as
soon as the questionnaire had been distributed. Each meeting with the
managers in every factory lasted between 2 and 3 hours.

Distribution of the questionnaires diréctly to the subjects,
rather than being sent by mail, gave the researcher an opportunity
to explain any questions which proved diff'icult to understand,; and
the purpose of the questionnaires and the study, to the subjects and
to emphasise the confidentiality of the information., This approach,
certaiply, increased co—0pefation to a greater extent. The researcher
resorted to this rather tedious and time consumning approach for é
number of xeasons,

First of all, a large number of the questions which are included
in the questiomnaire involve evaluation of superiors and the company
performance of management control by subordinates, which is rather
a sensitive matter. In order to solicit co-operation from the respond-
ents it was necessary to convince them about the confidentiality 6f the
information they were asked to give. Any involvement of their organ-
isation in distribution of the questionnaires would have attracted some
suspicion. As a matter of fact, several managers in the Company suspected
the researcher's intentions, since he was authorised by the Ministry
of Higher Education and then by the General Manager of I.C.P. Co.

Immediately af'ter distribution of the questionnaire to the respondent ménagers,
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the researcher exPlainedAto them his title at Basrah University9
and the reasons for doing this research, After the subjects
were assured.that each respondent answering tﬁe_questionnaire
should not simply give the researcher the answer they think

he wants to hear; they were requested to give their answers on
the questionnaires individually without letting anybody inter~
fere while writing their answers,

The researcher's experience in lecturing and conducting
courses in iraqi industrial organisations; gave hiﬁ access on
how to handle the Iragi managers' way of thinking and gain their
confidence, and then obtain the required result,

The actual result was so frank and accurate, that it exceeded
optimistic expectations. The researcher believed that the
respondents had given at least'90% correct and honest answers,
after they had been convinéed that the researcher and his
research was under no influence of the Ministry of Industry and
Mines, and that the information obtained via the questionnaire or
oral interview, would bz treated in the strictest confidence, and
in such é manner that it would not be traceable to any one
individual,

411 the data obtained from.the respondents in I.C.P.Co,
were computerised according to frequency distribution processes
in the Computer Unit at the University of Durham, An initial
examination of the frequency tables produced from the data of
empirical research, enabled the user the ensure that each variable
had sufficient variability to be used in subsequent relational
analysis. fﬁrthgr more, it permitted the user to check the
validity of the d;fa to ensure that it had been coded, punched

and input to the desired specifications,
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The Population

All persons who occupied ménagerial positions, from General
Manager down tb Supervisors, were asked to answer the questionnaire,
It was found impractical to ask foremen, althcugh they are res-
ﬁonsible for the Jjobs of other people, becausé of their illit-
eracy and inability to grasp the real meaning of the questions;
and because their reluctance to answer, despite offers of help,

Seventy two managers comgleted the questionnaire, distributed

as follows:

1. Baghdad Cement Factory , 13 managers

'2.' Falluja Cement Factory 15 "

3. Seddat al-Hindiya Cement Factory 13 n

4. Xufa Cement Factory 7 10 "

Se Administration office '21 "
Total E; managers

In the questionnaire there were 169 questions and sub-
questions, the total number of responses being 72 x 169 = ﬁ2;168.
out of this total only 102 answers or subguestions were considered
Jacking in relevant data (less than 1%).

Advantages and Disadvantages of Questionnaires

There are advantages and disadvantages in using questionnaires
in management research., In their favour is the large number of quest-
ions which can be put to a large number of people. This would be
impossible with other methods of research such as interviewing
and observation, Secondly, they give the respondents flaxibility
in the time spent on answering. Finally, the data collected lends
itself to 6bjecﬁive analysis, whether statistical or otherwise,

On the other han&) questionnaires are always open to response bias,
If the queétions are slanted, then the respondents may answer in a

certain way, regardless of the real point, Also, if respondents
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do not have much time, then answers will be hasty and ill-
judged. Furthermore, if the respondents are left alone to

interpret the questions, their interpretations may vary. In order

to minimise the effects of such response problems, a wide selection

of responses is necessary,
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4+C. Empirical Research in Iraq Cement Public Company

The questionnaire was divided into four main sections:

1. Basic questionnaire

2. Questionnaire about training

3. Questionnaire about cost control

4. Questionnaire about management control systems,

The aim of the field research is to examine the current
practices of Management Control Systems, in order to find out
deficiencies in application, Comparison can then be made with the
principles of management control, to find out ways of overcoming
the deficiencies. 4among the seveial deficiencies which became
apparent during the analysis of the responses, the foilowing four
types have considersbly influenced the creation of the current
Management Control Systems in the Company. It was therefore
decided to use the last three sections of the gquestionnaire to
assess these four by ascertaining:

1. The extent to which there was a difference between

authority and perceived influence.

2. The extent to which lack of appropriate training

had led to inattention to the improvement of management
information systems.,

3. The degree of satisflaction with current control systems.

4., The relationship between the influence exerted by personnel

And tﬁé.Obtaining of informatione

\A
N
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2.A. Analysing the Current Management Control System, Cost

Control and Training Practices in the Companye.

Introduction

The aim of this Chapter is to explore the current
practices in Management Control Systems, Cost Control, and
Training, at the Iraq Cement Public Company. In order to do
this and to reach a better understanding of these three areas,
practical empirical fiéld research is necessary. A suitable
questionnaire, therefore, has to be designed in order to
investigate and coliect the right kind and amount of data
with which to examine these three areas. Together they
should give a greater understanding of the actual current
application of Management Control Systems in the Campanyo.
Cost Control is considered one of the major tools (especially
for developing countries) in the management control processes
and training in management is considered a realistic method
of understanding and applying properly, the processes of
Management Control Systems. These considerations made it
imperative to explore the two areas of cost control and management
training in addition to and within the frameﬁork of Management
Control Systems. The questionnaire was specially designed.to fig
the managerial situation in the Iraq Cement Public Company, and

“to suit the Iragi environment in general,

—
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in order to give a picture of the actual practicés of Manage-=
ment Control Systems, cost control and tréinihg that were in
use. This would enable a comparison to be made between the _
principles held by the U.K. and U.S.A., to apply to these three
areas and the actual practice discovered iﬁ the Iraq Cement
Public Company. (This comparison will be the aim of Chapter _

five) °

Chapter two was based on field research in seven different
companies (one of them being I.C.P. Co.); selected from the five
qualitative state organisations, which supervise and control the
whole of Iréqi State Industry, and its purpose was to produce a
comprehensive understanding of Management Control Systems in the
state industry in general. In this field researcnh I compiled a
check-list of questions. Only those questions relevant to a
parﬁicular respondent were asked. HRespondents were selected S0

as to give a fairly wide range of answers to the qﬁestionso

The responses to the questions in the first field research
project, which took place dﬁring May and June, 1975, together with
the replies tc the questionaire in the second field research
project,; which concentrated on I.C.P. Co. and took place in
September and October of 1976, have been aids to accuracy in the

investigation of the general subject of this research.

‘Bo Basic Questionnaire
The first part -of the questionnaire, c onsisting of five
\
questions, was aimed at discovering basic information about the

respondent manager's grade, his length of service'in,that grade, and
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in the Company, his academic qualifications and the category -
of work he performed.

This information provided a basis for understanding and
interpreting tﬁe responses 10 the regt of the questionnaire,

The first question of the preliminary section concerned
the grade of the respondent mansgers, and it was found that
most ‘of the respondents occupied supervisory positions: of the
72 managers who replied to the questionnaire, 33 flere in super-
vigory positions. The other respbndénts s, who held higher
positions in the Company, were distributed as follows :

13 Managers of Departments, 19 Managers of Divisions,

4 Factory Managers, 1 General Manager, 1 Assistant General
Manager for Technical Affairs, and 1 Assistant General Manager
for Managerial Affairs. Although the number of Managers of
Divisions was greater than the number of departments, this did
not reflect the real situation in the Company. The _researcher
attributed the discrepancy to the poor definitions of the
responsibilities and authority of the two levels of management.
Because of this, a small number of managers who performed the
Job of Departmental Manager were able to categorise themselves
as Managers of Divisions,

The next question concerned the number of years each respond-
ent manager had spent in his present grade. It was found that the
majority, 38 of the 72 managers, had held their positions for
more than six years. This indicated that the
turnover of managers was rather slow. The responses to the

‘.‘\

N\
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next question, about seniority in the Company, showed that 46 .
mansgers, 63.9% of fhé total, had spent more than six years in
the Company. This.means that the Company had an almost stable
managerial situation. The replies to the question concerningA
the academic qualifications of the respondent Company Managers,
showed that about half, 45.8% held B.sc. or B.A. degrees. The
percentage of managers who had a secondary éducation, Diplomas
or higher degrees, was 37,5% These percentages show that a
considerable proportion of the managers of this Company were
well qualified. It is worth noting in this context that about
50/ of the population of Iraq was illiterate at the end of 1976.

The last question in the preliminary guestionnaire concerned
the work category of managers. Forty managers were fourd to be
involved in production, 18 managers were involved in services to
management (i.e. accounting, persomnel, etc.), while only 11
managers Wére involved in marketing or sales. As the Cement Indus-
try is considéred one of the oldest and largest industries in Irag,
with the greatest home demand and a flourishing market abroad, this
figure reflects inadequate marketing activity.

Rank and pay in Iraq depend largely upén scholastic attainment,
which according to Lord Salter

Bears little relation to merit or aptitude. At one end

of the scale young persons who may not be fit for any

other employment are able to enter the Civil Service

at a fixed salary because they have spent the requisite

number of years in a primary, intermediate or secondary

school. On the other hand, students who have spent

many years studying abroad snd have gained high educat-

ional qualities are discouraged from entering the service

because they will receive the same low salary as a person
who, for example, has passed four years in the Law College.

\
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Training Questionnaire

Aim: This was the first area of the questionnaire,vwhich had been
compiled to examine the curreﬁt training situation in the Iraq
Cement Fublic Company. The analysis of the answers was intended

to reveal thé actual level of training followed by the Company.

From this information, it was hoped to discover how far the training
had led to the use of better control systems.

The first quéstion in the training section, revealed that
(5h°2%) of those managers who responded had pot attended any
training programme., This means that more than half of the managers
had learnt their jobs by trial and error, involving considerable
waste and low quality work, as well as tense relationéhips with
superiors, This lack of fraining I considered éne of the major
reasons for low productivity and the high cost of production., The
second part of the question indicated that the majority of these
managers who had attended training programmes had been to between
1 and 3 programmes during their time with the Company. These facts
emphasise that top management were not appreciative of the benefits
of training programmeéo

Question 2 concerned training programmes. Most of the managers
who answered had attended the training programmes either as a
result of the advice of their supervisors or on their own initiative;
none mentioned any arrangement by a training office, because there
was none in the Company.

The responses to question 3 revealed that only 10 Managers
had attended a gensral mansgement course, and only 43 Managers had
attended a méﬁagement information systems course, which reflects

\~.
on the poor appreciation of managerial tools.
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Question 4(a) concerned the type of course currently needed;
23 managers indicated that they needed a general management course,
14 managers indicated that they needed a mansgement information
systemns course, and 44 mansgers wanted a specialist technical
course that would apply to their present duties., Thirteen managers
felt they were in need of a course, although the kind was not
specified, This result demonstrates that all the managers felt
they needed to attend a training course, and some felt themselves
in need of more than one type of training programme,

In part (b) oo the same question, about the required length
of any course chosen, 36 managers, (exactly 50%), preferred the
course to last more thazn one month, but less than six months. This
gives emphasis to the need and importance of trainihg.

Experience indicates that the first step in any management
development programme must be to find out how the individual in
that company relates to the organisation. As F. Dinsmore
6
put it in his book of 1975:( )

It is necessary to detenmnine and analyse the mnst fund-

amental sources of power and satisfaction for the

individual and for the organisation. There are many
facters which enter any such equation, and these must

be carefully culled with emphasis on maximum simplicity.

The fundamentals are those factors which are inherent

in all individual and organisation perf'ormance and which

most divectly determine the level of results achievement.

These basic factors can be grouped into four categories,

which will be called the four R's - requisites, resources,

responsibilities and results. '

Question 5(a), dealt with the country in which the managers
would prefer the training to be held. Twenty eight preferred to
receive their training abroad; 10 of these 28 managers stated

that they would brefer to have their training in bkngland, 5 in
\\ .
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Denmark, 1 in Japén, 5 in West Germany, and 5 in any European

or developed country. This means that at least 21 managers out

of the 28 would have liked>their training to be held in western
block countries,Awhile only 2 would have preferred to be trained
in an Eastern block country. Of these 2, one named Poland and.
the;other Czechoslovakia. Of the 4) managers who preferred to

be trained in Iraq (Section b), 8 wanted to be trained in their
own company, 20 in the National Centre for Consultancy and
Management Development, and 13 in any other training centre. As
the (N.C.C.}.D.) is considered to be the biggest, most experienced
and best equipped centre for managerial training in Irag, the fact
that only 20 out of 72 managers preferred to be trained by the
organisation shows that the Centre's performance is not highly
valued.,

The researcher was in fact one of the first specialist staff
who had worked in this Centfe, and he found from his experience
that it néeded to take a real lead in Iraqi management if it was
to minimise the complaints about its performance and fulfil its

(7)

objectives. The Centre could only do this if all its staff,
from the level of the assistant specialists up to the General
Manager, had both the morale and the ability of leaders in
management, since the purpose of the Centre is to lead and
develop other managers. The Centre would also have benefitted
from having specialised personnel with plenty of experience local-
ly and internationally, who had acquired a good grasp of manage-
ment skills and the ability tb adapt to changing circumstances.

In order to';éhieve success, the Centre must also reward its

.
N

specialised personnel with more authority and material incentives,
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so0 that posts in the specialised fields attract the right people.

In Questions 6, 7 and 8 the respondents had to tick
particular scores between 1 (none) to 5 (a great deal), or to
answer yes or no. These questions attempted to determine the
extent to which managers experienced a difference between authority
and perceived influence. As the assessment of this difference is
the first finding from the analysis of this field research, some-
detail is essential,

Question 6(a) aimed to determine how much influence managers
could exert to obtain the training they required. If the process
of cumulative frequency distribution is used as a statistical tool
to illustrate how much influence the managers had,'the results

shown in Table No. 22 are obtained.

Degree of Number of Percentage Cumulative%
influence Managers of percentage !

F.DI of F.D.

1 26 36.1 36,1

2 9 12.5 48.6

3 19 26.4 75.0

L 12 16,7 91.7

5 6 8.3 100.0

Table No. 22
The cumulative f.d. fron degree 1 to the degrees of influence
between 2 and 3 was exercised by the managers as shown in Table 22.
The résult is ¢ 36.1 + 12.5 + 13.2 = 61.8%. Thus, if we calculate
the scores of influence that start between degregs 2 and 3 and range

up to 5, 38% of the féspondents are found to have possessed enough
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influence to dééide on the training progrémmes they-felt £hey
required. Moving to Section (b) on whether the respondent
managers had the authority to arrange for the training outlined
in Questions &4 and 5, the answers could be either yes or no.
Taﬁle 23 shows their answers as a percentage of frequency distrib-

ution, as follows:

: Number of Percentage Cumulative
Code managers of percentage
f.do of f.d.
Yes 27 3705 3705
No 45 62.5 100.0

Table No, 23

Twer iy seven managers (j7°5%) answered ‘yes' implying that
they had the authority to arrange for theAtraining, but 45 managers
(62,5%) answered that they did not have authority to do this. In
order to show the extent to which tﬁere was a difference between
authority and perceived influence, the 37.5% of the respondent
managers who had authority was compared with the 38.2% of the
same managers who had a perceived influence. The comparison indic-
ated that there was only a very slight difference. (0.7%).

The same procedures were applied to Question 7 section (a),
on whether the respondent manager's superior had the authority to
arrange for training as outlined in Questions 4 and 5, and the

cunulative f.d. of their answers is shown in Table No. 2.
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Number of Percentage Cumulative
Code Managers of Ppercentage
f.d. of f.d,
Yes 19 2604 26,4
No 15 20,8 47.2
Do not 28 52.8 100.0
know
Table No. 24

26.4% of the respondents believed their superiors to have that
authority. Section (b) determines how much influence the

supervisors had.

Degree of Number of Percentage | Cumulative
influence managers of percentage
f.d. of f.d.
1 8 1.1 1.1
2 23 31.9 43.1
3 31 43.1 86.1
4 I 5.6 91.7
5 8.3 100.0

Table No. 25
The cunulative f.,d. ranging from between 2 and 3 degrees of
influence up to 5 degrees (a great deal), as shown in Table No. 25,
“is: 21.5 + 5.6 + 8.3 = 35.4/100. This signifiés that 35.4% of
the respondent managers believed that their superiors had the

influence to make decisions on training. The comparison between

the percentage of the actual authority of the superiors (26,4%)
: N
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and the percentagé of their perceived influence (35.4%), shows
that managers tended to believe that their superiors exercised
more influence than was in keeping‘with their actual authority.
This belief was lafgely iméginary and is probably related to the
"ocultural structures" of the country. It could, however, be true
in certain circumstances, when the superior is in the first echelon{
Question 8 deals with the respondent manager's authoritv to
- arrange for his subordinate's training, The answers were elither
a simple yes or no. Since only 20 mansgers answered yes, we .
find that 2 mere 27.8% of the total respondents had enough auth-
ority to order the training of their subordinates. Looking at
Section (b) of the same question, regarding the manager's influence,
we see that there were also 20 managers (if one counts half of the

managers who gave their degree of influencé as 3)’ who indicated

that they had enough influence (see Tables26 and 27.)

Number of Percentage Cunulative
Code managers of f.d. percentage
of f.d.
Yes 20 27.8 27.8
No 52 72.2 100.0
Table No, 26
Code Number of Percentage Cumulative
managers of f.d, percentage
of f.d,
1 31 43,9 435.1
2 16 22,2 65.3
3 30 13.9 79.2
I 7 9.7 88.9
5 8 11.1 100,0

Teble No., 27
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The conclusions from the last three questions, proved that
there was only a.slight diffeerence between the authority and the
influence of managers in this Company. This means that perceived
influence was not higher thah actual authority, except at the level
of the General lManager, his two Assistants, and members of the
Board of Directors. This established the first finding about the
relationship-betweenzruthority and influence in the Iraq Cement .
Public Company.(see Figure 4). Moreover, it was also found that the in-
fluehtiai managers élways occupied the upper line of managemenf\és will be
demonstrated in the coming stgges of this analysis,

Question 9 deals with the manager's f'eeling about training.
Fifty four managers said a training programme would be useful in
the future, but 36 managers said a training programme would be of
immediate use to them in their present job. Only 10 managers Said,
that as many of their colleagues had attended training programmes,
they thought they should do likewise. This means that 75% of the
respondents felt that training would be useful in the future,
because they knew it would help considerably towards their promotion.
They also realised that training would increase their aptitude for
any new position they might expect to hold in the future. The
answers to the next question (No. 10) proved this expectation.

Here 39 managers (54.1%), who scored from 3 to 5, agreed that,
"staff wﬁo have attended training programmes are promoted more
quickly than those who have not attended them." |

4Quesfion 11 asks whether the respondent's superior was in

that position because :
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A. He was more experienced than the respondent

B. " " " qualified nom "

c. n élder than the respondent

D. _For other reasons,

.In answer, they were allowed to tick one or more possib-
ilities, with the following results :

A, was ticked by 47 managers

B, " LY "

C. " " | "1 "

D. " " "no23 "

The last figure means that 31.9% of the total respondent
managers felt that their superiors had gained their position for
"other reasons"’ with or without the first three reasons. This
indicates that quite a high proportion of the managers felt that
their superiors had got their positions, (a) ‘because of their
political attachments or (b) because they had connecﬁions with
one or more influential individuals in the Ministry of Industry
aﬁd Mines  or in other corporate bodies, or (c) because they
had a charmming personalitv. It seems then, that the principle
of "putting the right man in the right place" was not always
strictly followed. This kind of situation is likely to create
bitterness iﬁ the others, which will have an effect on the level
of job satisfaction, which in turn will greatly influence the
level of productivity in the Company, and ultimately the level of
profitability. |
 F. Jalal wrote in his published Ph.D thesis:

No doubt seniority, in the sense of maturity and cumulative
experience is a relevant consideration in promotion, but in
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Irag scniority meant merely time spent in the service...
Another wasteful practice was the misplacing of people,
it takes luck, influence or both for a person to be
assigned where he can make the best use of specialised
training. Moreover, officials were frequently shifted
from one position to another without regard to their
qualities and experience. This was partly caused by
political instability, and after each cabinet change

a number of senior Civil Servants were removed.(8)

5. al-Ssmawi, admits that:

Partisan attachment, or the appearance of it, should

not be a pre-requisite in selecting a responsible

leading manager; the task of building a new society,

is the task of all naticnalist progressive subjects.,

It should not be allowed to detract from any serious

anc true ability to participate in any subject who has

the required managerial responsibility.(9)

He adds that:

The person who is not partisan, but is eff'icient and

sympathetic to the party and the revolution, is

beuter and more useful than the person who is part-

isan, but does not have the knowledge that is needed

for the place he occupies. and relies on empty

talking and appearances.(10)

Question 12 concerns the information available for Jjudging
which training programmes are the best. Forty six respondents
answered in the affirmative, indicating that they had the info-
rmation needed to judge which would be the best or most suitable
programme for their needs. This means that 26 managers (36.1%)
did not have the necessary information to enable them to decide
which programme would suit their needs. One can therefore
conclude that treining in general was not highly valued by top
management.

In answer to Question 13 on whether other people in the

Company had better information on the subject, 21 managers

answered "No" and\25 managers answered "I do not know", This
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means that 63,9% of all the respondent managers believed that
other people in the Company had no befter information upon which
to base decisions on the best training. This reinforces the
previous conclusion,

Question 14(a), on whether it was somebody's job to decide
on the best training for the respondent managers, produced the
following responses: 47.2% said "yes", 11.1% of them said "no",
and 41.7% said "I don't know". These figures indicate that
meking decisions about the best training for the managers was in
the hands of specified people in the top echelon. Consequently,
the lower and middle levels of management had very little power
to decide on their own training.

Section (b) asks (if the answer to the previous seétion was
"yes"), how often does the person with this-authority discuss
training with the fespondent? The results showed that the person
in authority who took decisions on training, never discussed the
subject with them. This indicates that the Company followed a
highly authoritarisn policy.

As there was a lack of appropriate training, and as only 13
managers had attended maﬁagement information programmes (which was
clear from the replies to Question 3) one can easily understand
why there was also little stress on the improvement of management
information systems, This instances the second type of causal
relationship, viz. that the lack of appropriate training had léd

to a lack of attention to the improvement of management information

.-

systems.,

\
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To conclude on the training situation in I.C.P. Co., and
in the Iraqi State Industry as a whole, the Government has
emphasised the importance of vocational and management training,
but the development of the country has been hindered by a lack
of technical cadres and competent managers, especially in middle
management. This situation is reflected in low productivity and
a_low rate of growth. In order to overcome this problem, which
increases daily as the rate of development increases, intensive
effort is required at the political,'executive and trade union
levels. A solution could be arrived at through the establishment
of central training institutions with the task §f assembling all
training facilities and establishing new organisations for this_
purpose., The cential body would'co-ordipate plans for present
and future training to meet the needs of different projects. In
addition emphasis would have to be placed on submitting policies
for the retraining of manéower to bring their management skills
and technological awareness up to date. This task ought to Be
the responsibility of the executives of the organisations, and
should be considered a pre-requisite for the efficiency of the

top management structure.
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COST CONTROL Questionnaire

Aim: The aim of this part of the questionnaife is to explore
one of the fundamental tools of Management Control Systems,
which is cost control. It concentrated on obtaining inform-

ation about the system used by the Iraq Cement Public Company.

Understanding budgetary control, standérd costs énd féporting is

essential to good management control.

The first question in the Cost Control questionnaire asked

 which costs the reépondent managers direcily controlled. They

were supposed to tick one or more possibilities. The categories

of cost were as follows

Labour: 441 Managers ticked this.
Material: 29 " " "
Machine use: 33 " " "
Administration :

overheads: 15 " " "

Others (specified .
by respondent: 14 " " "

8 Managers specified; station ry
and furniture

4 Managers specified; factory building
2 Managers specified; printing
It seems that the first three cost control areas were under
the most immediate control of the majority of respondents, since
most of them worked in industrial factories.
Quéstion 2, Section (a), asked whether the managers compared

the actual costs incurred with a standard cost which had been set

N\
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- bef'ore hand.
| Their answers were as f'ollows ¢
2 Managers answered Yes
70 " n No
Section (b) asked the reasons for negative answers to (a)
50 Managers answered that there was no standard |

14 " " " " " " available information
about the fixed standard.

8 Managers answered that information was available, but that
they had not seen it.

The answers gave a clear picture cf the accounting situation
in the Company. As only one of the three reasons given in 2(b)
could be ticked, the results indicated that there was no standard
accounting procedivwe in the Company approved by the Accounting
Division Manager, simply because no such system had been prepared,
and this was due to the lack of campetent cost accountants.

Question 3 asked how well managers controlled the costs for
which they had direct responsibility, Here they had to tick a
score starting from 1 (very badly) up to 5 (very well), A total
of 40 managers ticked 4 and 5 degrees, and this is 55.5% of the
total nuﬁber. Question 4 dealt with the source of the information
uséd by the managers in assessing their own performance in answer
to the previous question. Most of the managers (47) ticked a
sentence which-said, "my own experience of doing the job" 6 Only
28 managers (38.9%) ticked the sentence which said, "Information
supplied by other departments, i.e. Accounting, etc.". One can
therefore assume that the managers had to rely mainly on their own
Jjudgment, rather than on other persons in authority. They showed

little trust in the Jjudgment of others and this reflects the absence
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of agreed objective standards and fair control measurements.
Question 5(a) asked whether the managers had all the
necessary information to enable them to control the costs
efficiently. Thirty nine managers answered "Yeﬁ". Section
(b) asked, what sort of additional information would be useful
if the answer to (a) had been "No". Most of the answers to (b)
indicated that the respondents needed information about Indust-
rial Relations, Job Specifications, Management Principles,
Inventory Processes, the cost of each step of production, Cost
Accounting, Work Study and that they »lso required training in
the English Language., They believed that knowledge could be
acquired from gheir_superiors or from the National Centre for
Consultancy and anagement Development, or from training ﬁbroad.
This is yet another instance of the inadequate supply of inform-
ation, and the respondents' consequent desire to acquire more
information to enable them to control the costs for which they
ﬁere responsible,

Question 6(a) asked how often the respondent managers
prepared a report on their cost control. The f.d. showed that
25 managers never prepared reports, and 9 managers did not know
‘how often a report was prepared. These figures indicate the
level of efficiency in the cost control systems of the Company.

Section (b) asked for whom the managers prepared a report
on_their cost control. Fourteen managers prepared a report for
their General Manager, 3 for their immediate Boss's Superior,

29 for their boss, and 1 did not answer,

N\
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Question 7 asked how often the respondent's superior prepared
a report on his control of cost. The answers were distributed as
follows :

7 respondents said their superiors prepared a report daily

2 " " " " " woon weekly
12 " " " : " " noo® monthly
8 " L noo. " " annually
i2 " " " " never prepared a report
31 n ®* they do not know.

‘Question 8(a) asked whether someone other than the respondent
or his superior prepared a report on their control of cost.

35 managers answered Yes

37 " " No

If the answer was Yes, Section (b) asked whether the managers
received a copy of that report.

23 managers out of 35 ticked Yes,

The answers to the last two questions support the comment
on Question 6(a).

Question 9(a) and (b) asked for the positions held by those
who expreséed‘ views on the respondent's control of costs, and for
the degree of influence ac-tually exerted upon the respondent’'s
control of costs by the views of each different category of people,

Respondents could tick more than one answer to (a), and the
results were as follows:

41 -indicated that the factory manager expressed views

19 " " members of B,D. " "

L

38 " ‘\‘“\ their superiors " "
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16 indicated that their colleagues expressed views

13 " " "  subordinates " "

16 " "  other members of the Co. expressed views,

The first figure shows that the most frequent expression of
viewé came from the factory managers; this is only what one would
expect, since they were in charge of the actual running of the
factory. The second figure (19) indicates that the members of the
B,D. expressed views far less frequently than the factory managers,
although members of the B.D. are at the same level in the Company
ﬁierarchy, However, B.D, did inqlude all the Factory Managers,
the Divisional Managers from headquarters (the Administration
Office) and two representatives of the work force. The Board had
no direct control on the activities of Athe factories; they exercised
control and influence through the Factéry Managers. Thus most of
the 19 managers who said that members of B.D. exerted influence
must have been in the Administration Office. The person who
exerted the most influence after the Factory Manager was the Factory
Manager's s'uper:i.or° The 16 managers who ticked "other members of
the Company" referred to the shop stewards in each factory and the
top management of the Company.

Section (b) asked fox-' an indication of the degree to which
the manager's control of costs was actually influenced by the views
of each category. The F.D. showed the people who were considered to
have 2 high degree of influence, indicated by the respondents':
ticking 4 or 5.

2l managers ticked factory managers

@4 " ‘\ members of B.D.
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36 managers ticked superiors

13 " " colleagues
10 " " subordinates
13 " " other members of the Company.

A comparison of the figures for 9(a) and (b) shows that
there was a correlation between the expression of views on the
control of cost and the degree of influence exerted upon the way
in which managers actually controlled their costs. This again
shows that the difference between legél authority and perceived
influence was rather small.

Question 10 asked how often the managers prepared a report on
their subordinztes' cost control. Their answers showed that 33
managers never prepared a report, while 15 did not know how often
a report was prepared. This means that at least 45.8% of the
resporident managers never knew how efficiently their subordinztes
handled the costs for which they were responsible and one must
assume that they had little control over their subordinates' perf-
ormance, All these results were due to the inefficiency of the
cost control systems in use in the Company. This inefficiehcy was
considered partly responsible for a series of losses over the
preceding four years; the other major reason being that the price
of the products had remained almost the same since Nationalisation
in 196}, as profit was not considered a major objectivg of Govern- .
mental Organisations.(1d)

Question 11(a) asked if budgets were prepared for the depart-
ment in which the respondent worked, or if one was prepared to

cover the activitieékgf the respondent himself. The answers were
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as follows :
69 ticked that budgets were prepared for the dept. they worked in
2 " " " " " " their own activities.
1 did not énswér.
Section (b) concerned the preparation of budgets for the depart-
ment. The answers were as fcllows :
13 managers ticked that the budgets were prepared by themselves.

14 " "t " " L L " * their boss.

3 " " woon " " " " themselves
and their boss together.

14 v " Poon " were prépared by someone elsé.

The answers to Section (a) indicated that budgets were
usually prepared for departments and not for individuals, which
is considered to be the right method.

Section (b) showed who was responsible for preparing the
budget in each group of managers. The last figure (14) is either
caused by the managers having no authority to prepare their own
budgets or by their being unfamiliar with this kind éf work,

Question 12 asked to what extent the respondents assisted
their subordinates, when they were preparing their budgets.

In their answers they had to tick a score ranging from 1
(not at all) to 5 (a great deal), and the.results were as follows:

20 managers ticked 1

"o 2
6 "3
20 v " L
45 T "B
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This F.D. showed that more than half of the respondent managers
(58.5%) gave a great deal of assistance to their subordinates
(degrees of assistance from & to 5). This could be interpreted
as showing the existence of cc-operation between managers and
their subordinates,

In reply to Question 13, on whether the managers used budgef
c&mnittees:

39 managers ticked Yes

33 " " No

In their answers to Question 14 the respondent managers
indicated the degree to which their budgets were imposed on them.

1 manager indicated that the budget was imposed on him
14 "  said they had a free hand with their budget

57 WM owomm degree of freedom in drawing up
their budgets.

Question 15 asked whether managers used budgeting and planning
as a means of motivating their staff.

29 managers ticked Yes

41 " " No

2 " indicated that this was to some extent true.

Question 16 asked whether the respondent managers knew the
return on its net capital echieved by their Company in the prev-~
ious year? |

15 managers ticked Yes

57 " No
The last four statistics show that sbout half of the respondent
managers did not use budget committeecs, from which it may be a

AN

concluded that theré‘were no serious studies on the budget and
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that the Company's policy tended to be bureaucratic in nature.
Again as only 14 managers had a free hand to get on with their
own budget, a high level of centralisation of authority was ind-
icated. Since only 29 managers believed in using budgeting and
plamning as a means of motivating their staff, budgeting and |
planning were presumably not considered important by the staff.
The small number of managers (415) who knew the return on the net
Qcapital employed by their Company in the preceding year, would
mean that only 20.8% of the Company managers had enough power to
find this out. The inefficiency of the cost conﬁrol systems in
the Company can be ascribed to the following oauses:(12)
1. The lack of specialised technical cadres.
2. Mo financial incentives.
3. 4he lack of conviction by top management of the
importance of cost control systems.
4. Delays by most of the departments in supplying cost
| accountants with the required reports and figures, and
a lack of serious intent to supply them on time.
5. Insufficient time for the cost accountants to devote
to cost control purposes, because they have to do other
accounting jobs for other departments.
6. No co-operation between the personnel of the technical
and the cost accounting departments.
7. Misﬁnderstanding of the importance of cost control;
there is no cost indoctrination amongvmost of the managers.
8. No application of the technical processes of modern

management such as :

\\
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0

Analysing the break-even.

The necessary studies to reduce cost.

Job specifications prepared scientificsally,

Job descriptions prepared scientifically.
= Analysis of the graphic rating scale to assess
the performance of all manpower,
Conclusion: " The invéstigation of cost - _
~control in the Iraq Cement Public Company, together
with the research on other aspects of the Industrial State Companies
(éee Chapter II) revealed that the companies were suffering from
the same poor performance as companies in developing countries,
a conclusion which was reinforced by my own experience; Their
poor performance could be attributed to & failure to collect and
disseminate necessary information. It will therefore te one of
the major tasks of all the industrial organisations to develop cost
systems in order to increase efficiency and productivity levels%
It is important that top management in the I.C.P. Co., and other
compahies should begin to study the cost control systems now in
use, to see how they can be improved and developed to serve the
objectives of plaﬁning and controlling performance . Cost data
would have to be collected; analysed and summarised and then the
information could be presented to management at the appropriate
times so that maximum use could be made of it,
The reports produced by the Cost Accountant for the different
levels of management would also be important and would enable
managers to exercise effective control over the cost elements with-

— o

in their own particular fields. For this to be achieved the reports

\\
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would have to be submitted periodically, and adapted to the
management level, for which they were intended. The change would
require a review of the jobs perfofmgd by cost departments at
present. It is the duty of top management toidevelop the method
of traditional accounting so that it becomes an important tool to
help when decisions are taken about planning and control, thereby
creating a correct managerial enviromment.

Another important point I noticed was the lack of any
realisation of the_importance of calculating costs on the part of
the personnel in the organisationé I visited during my two field
researches in Irag. This situation would obviously hinder any
move towards cost analysis. In consequence none of the managers and
top management would have great qualms about failing to provide
information required by the Cost Departmenfs.

Finally, it was found to be essential, not only for the
I.C.P, Co., but for all the other industrial c¢ompanies I visited,
to employ modern cost systems to improve managerial control. The
historical production cost system now employed in the companies
with its attendent deviations and inaccuracies, has become an

-

unsuitable basis for pricing and the control of cost.
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E.. MANAGEMENT CONTROL SYSTEMS Questionnaire:

Aim: The aim of this final part of the questionnaire was to

analyse the Management Control Systems in use in the Iraq Cement
Public Company, in order to test their levels of performance,
This would then provide the basis for a conclusion on how to

develop the Management Control Systems in the Iraq Cement Public

Company specifiically, and the state industry in general.

The first question in this part of the questionnaire enquired
how much effort the respondent manager would be willing to make
to increase the interest of members of his unit who had expressed a
lack of interest in their jobs.

Here they were required to tick the appropriate point on a
scale again graded r'rom 1 (none) to 5 (a great deal).

Their scores wexre as follows :

4 Manager ticked point 1

3 o

Lo o3
15 L A
TR "5

This result showed enthusiasm on the part of most of the
respondents to co-operate with the Company's objectives. The degree
of co-operation among managers, is in fact acceptable, though not
as great as the responses indicated. The framing of the question
obliged almost any manager, whatever his real attitude toward

responsibility and co-operation, to give a positive answer,
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Question 2 asked how much influence the respondent
personally had in determining the policies and actions of his
colleagues at the same level of management, In reply exactly
50% of all 72 managers ticked degrees 4 and 5, This means that
there was some degree of exchange of influence among managers at
the same management level; this could be attributed to the social
and cuitural background of Iraqi employees, who tend to work
together for long periods, and therefore acquire considerable
influence with their colleagues. The preliminary questionnaire
(Q.2.) revealed that more than 50% of the managers of the Company
had spent more than 6 years in their present grade, which makes
it possible to understand how mutual influence could be built up,
This could be described as group‘behaviour, rather than specif-
ally manesgerial influence,

Question 3 asked how much influence the respondent had on
certain specific groups or persons in the Company.

The F.D. shows that 257 (18 respondents) indicated 4 or 5
as their degree of influence upon the actions of the Factory
Manager. Seven respondents (9.8%) ticked 4 and 5 to show their
influence on the actions of the Board of Directors, and 24
respondents (33.455) ticked 4 and 5 for their influence on the
actions of the members of the Company as a whole. The last
percentage, 33,}&% underlineg the comment made on the last question,
that most managers felt obliged to have séme social influence on
the other members of the Company, especially those below their own

level of management.
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Question 4(a) asked how often the following people sought
advice from the respondent manager$ or {b) sought assistance ar
(c) asked for instructions. The following are the figures ticked

in their responses:

@ ) | e)

Degrees of seeking advice Degrees of seeking Degrees of seeking
Assistance Instructions
112131415 12545“»1231+5
Factory manager;

17 5 19 18 [12 19 6 117 |17 |12 26191619 {11

Mémers of B.D.:

46|5|13I5 2 1519171l sw|3f1015]0
‘Immediate superior;
13 I5 124 I21 9 19 } 3 |17 |22 |11 26 1 9 120 J11 | 6
Colleagues:
11 1 15 27 [18 My 3] 7118123 || 21 |6 |13 j1u |18

i
Other members: _ i
23 l3 [16 l15 15 26 | 6 | 8116 |16 29 | 717 |12 h? |

Table No, 28.

If we look horizontally across Table No.28, we see that
under the heading "Colleagues", respondents had ticked degrees
4 and 5, and that it was most often colleagues who sought advice,

assistance and instructions from the respondent managers. This

indicates that when managers needed advice, assistance -or instruction

they looked to their colleagues, because these were considered
easier to approach and more trustworthy, and this was partly the
result of long-standing daily communicationy which had established
a friendly basis fpr communication. Thus there was considerable

co-operation among managers at the same level. On the other hand
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members of the B.D. were least often approached for advice,
assistance and instruction. This was related to the fact (see
Q.9(a), on Cost Control) that all the members of the Board had
Jjobs in the Administration Office, except_of course those who
were Factory Managers. On looking at the figures for "other
members" seeking instructions from the respondents, we find that
only 29 managers ticked degrees 4 and 5. This figure is small,
if we assume that it included the respondents' subordinates. The
reasons for this are:
1. "receiving instructions" impliés an obligation to
carry out the instructions.
2. The influential people in the Company are rather
few compared with the number of Company Staff.
Question 5 asked how of'ten the respondents gave information
concerning Company matters to the people mentioned in Question 4.
The numbers of respondents who ticked 4 and 5 as the degrees
for information given, were as follows :

37 managers gave information to their factory manager

12 " " " " " B.D,

40 " " " n " immediate superiors
34 moom " " "  colleagues .

42 " " " " + " subordinates

19 " " " " other members

Most managers gave information most often to their subordinates,
then to their_immediate superiors and then to their Pactory lManagers.
This is considered to be the right distribution of information, since
it is these three categories of people that are most involved with

the respondents' pefformance. Members of the B.D. received the
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least information from the respondents; because all of them,
except the Factory Managers worked in the Administration Cffice,
The respondents' channel of communication with members of the B.D.
was through their Factory Manager, who also reéeiVed information
from the B.D. As the Iraq Cement Public Compasny is one among
many cement companies under the supervision of the State Organic-
‘ afion of Construction Indusfries, a distinction is made between
the B.D. of the companies which is called the "Consulting
Committee", and the B.D, of the State Organisaticn of Construction
Industries, which is called the "Board of Directors".”

Question 6 asked how often the above~mentioned people gave
the respondents information concerning Coﬁpany matters.,

The number and distribution of respondents who ticked degrees
4 and 5 to indicate that'informétion was readily passed on to them
was as follows: |

30 managers received information often (indicated by 4 or
5 degrees) from their factory manager.

5 " " "  from their B. of D.
35 " " " " "  Superior
23 " " " " " Colleagues
28 " n " " "  Subordinates
15 " " " " "  pther members

Most managers received inf'ormation most often from their
immediate superiors, then from Factory Managers, then from their
subordinates, and finally from their colleagues. The answers to

this question accord with the answers to the previous question,

+ See Chapter II on the Iraq Cement Public Company.

N\

\
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and imply the use of correct channels for receiving information
from managers of the Company.
Question 7 asked whether the amount of information received
by respondents to help them do their job properly was,
4, Much more than the respondents needed

2. More than the respondents needed

3. Exactly what the respondents needed

4. Less than the respondents reeded

5. Much less than the respondents needed

Answers to this question were as follows:

& Managers ticked possibility 1

7 " 1 " ) 2 .
2‘7 " " " 3
33 " " " s

1 Manager " " 5

The largest percentage of monagers ticked possibility 4 (45.8%),
which means that‘about half of the respondents believed they received
less information than they needed. This indicates that there was a
serious shortage of vital information reaching mansgers, This was
because there was no written studied system of information in the
Company.

Question 8 asked how satisfied the managers were with the
present control systems in the Company.

The respondent managers had to tick a degree of matisfaction

ranging from 1 (not at all) to 5 (very satisfied).

\
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Their answers were as follows :

Degree of f.d, of Relative percent- Cumulative %
Satisfaction managers age f.d, of Managers f.d. of managers
1 22 30.6 30.6
2 35 48.6 7992
3 13 18,4 | 97.2
4 2 | 2.8 100.0
5 0 00,0
T2 © 700.0

Total

Table No. 29.

The frequency distribution of the respondent managers gives

- a very clear picture of the level of satisfaction with the present

control systems in the Company. Only 2 managers ticked a high

degree of satisfaction (4) and none ticked 50_ If we add up the

percentages of those who ticked degree 1 (not at all) and degrees

2, we find that 79.2% of the respondents were totally unsatisfied.

My, experience would indicate the following reasons for this situstion,

io

2.

No complete, declared and binding specifications
existed for raw materials, materials in érocess
or finished products. There were also no written
obligatory control systems for use by Company
Managers.,

There was a pressing need for definition and

confirmation of instructions for the use of

materials at all stages of production. Upper

and lower limits of acceptable quality were also

needed, as were process flow charts and set time

\

tables for periodic inspections. In these
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3.

ke

5e

operations quality control activities consisted
simply in corrective inspections rather than
preventive measures. Written information about
the process of material handling, storgae and
transport, both inside and outside the -Company,

was also needede.

There was a lack of co-operation between the cost
accountants, other controlling departments the

rest of the departments in the Company.

There was no adequate and fixed authority for all
staff with a responsibility for control. This
authority should clarify the managers' roles and
explain their responsibilities to other depart-
ments, in order to prevent the overlapping of jobs
or the omission of vital work because no one is

clearly responsible for it.

There was no Standard Cost Accounting. Cost
Accounting should be properly controlled to show
productivity results in financial terms and to

indicate the efficiency of managers.
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The next figure taken from TablévNo° 29, assesses the third
type of relationship, that between the number of managers and the
level of satisfaction with current systems in this Company. The

result is a skewed frequency curve, where the tail of the curve
351 ¥
_ /)
307 /N

15T \

5T \

Degrees of satisfaction
Figure Nog

to one side of the central maximum is longer than the one to the

other, As the longer tail is on the right;, the curve is said to

be skewed to the right, or to have positive skewness towards dis-
satisfaction,

Question 9 concerns the amount of uncertainty which managers
may experience with regard to their fesponsibilitieé in performing
their job.

Here the respondents had to tick one of the following altern-

atives : —
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Kind of Uncertainty f.d. of respondents

a) No uncertainty at any time 15
b) Occasional uncertainty - 23
c) Some areas of uncertainty, others 0.K. 23
d) A lot of uncertainty ’ (o]
e) The respondent's responsibilities 11

ere not defined at all, so they
work them out as they go along

2

31,9% of the respondents tiéked "some areas of uncertainty,
others, 0.K.", none ticked "a lot of uncertainty", but 55.}% of
the respondents ticked that they worked out their responsibilities
as they went along. This means that 47.2% of the respondents are
not sure about their area of responsibility. This sifuation can
also be ascribed to the lack of efficient control systems described
‘in connection with the previous guestion.

Question 10 concerns the amount of information managers have
access to when doing their job which is to co-ordinate the efforts
of their unit.

The answers were as follows:

6 respondents ticked (No information at any time)

28 " " (occasional information)

11 n " some areas of inadequate information
3
others 0.K.)

6 " " (A lot of information)

21 " " (A1l the information they need)

The f.d. for the first alternative, which 6 managers ticked,
shows that as far as“those managers are concerned, either a) their

responsibilities are too limited, or b) they believe themselves to
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be so experienced in doing their Jjob that'they do not need
information, or c) they perform the sorts of jobs which can be
executed with very little information. But those 21 managers
(29.2%) who ticked "all the information they need" must be doing
their jobs conscientiously,

Question 11 asks how of'ten the managers are held accountable
for what they do. The results were as follows:

a) More than once a week: 42 respondents were held accountable formally

8 " L " informally
19 " " " " formally and
informally.
b) Once a week: 7 " " " " formally
6 " " " " informally
3 " " " " formally and
informally
c) Once a month: 9 " w " " formally
8 " " " " informally
none of " " " " formally and
informally
d) Once a season: 1 " W " formally
6 " " " ~ " infarmally
2 " " " " formally and
informally

The largest number of respondents felt they were formally held
accountable for what they did, the next largest number informally,
the last both formally and informally. This means that managers are
mostly (72.2%) held accountable formally for what they do and that
66.6% of the respondents are held accountable informally, This
indicates that 17;8%xand 33.4% of the total respondenfs feel that

they are mither not held accountable formally or not held accountable
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informally. But the researcher was informed by a senior manager
-that in fact every one who works in the Company is held accountable..
for what he does. But, the degree of accountability varies accord-
ing to the manager and whether he is supported by higher authorities
or not. Some managers, especially in‘the lower echelons, who
believe their job performance is good, do think they should not be
held accountable for what they have done, or else they have never
been held accountable, At least fhis is how they understood the
question, |

Question 12 asked whether the managers thought that people
senior to them in the Company had their responsibility more or less
clearly defined or as clearly defined as they tﬁemselves did.,

18 respondents ticked "iore clearly defined than themselves"
L7 " " . " " as "
7 " u Less " " than "

Question 13 asks if the managers thought people in the Company
Junior to them had their responsibility more clearly, as clearly,
or less clearly defined than themselves did.

13 respondents ticked "More clearly defined than themselves™
39 n " As " n as "
20 " " Less " " than "

The major difference between the answers to the last two
questions, lies in the number of respondents who thought that
people senior to themselves had their responsibilities more clearly
def'ined fhan they did, and those who thought those junior to them
had their responsibilities more clearly defined. (The number of

respondents who thought the latter was 13 or 18,1%). This means
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that there is no clear-cut definition of responsibilities, and
even some of the managers in the low echelon felt that they
had their responsibilities more clearly defined than their
‘superiors. This could indicate that a certain percentage,
118,1%_, have enough influence to obtain a more clear definition
of their responsibilities than others. Another point which
emerges from the camparison of these two éuestions, is that as
we move down the managerial hierarchy the percentage of "Less
clearly defined responsibilities" increases,

Question 14 deals with the question, whether this Company
would achieve more if individuals' s) formal responsibility,
b) formal authority and c) formal accountebility, were:

1. More clearly defined
2. Less clearly defined

On Section (a) the respondents' answers were as follows:
70 respondents believed that the Company would achieve more if
individuals' formal responsibility was more clearly defined.
2 respondents believed that mofe would be achieved if' it was less
clearly defined.

Answers to Section (b):
_Again 70 respondentsAbeliéved the Company would achieve more if
individuals' formal authority was more clearly defined.
2 respondents believed more would be achieved if it was less
clearly defined.

Answers to Section (c):
69 respondents believed the Company would échieve more if indiv-

iduals' formal acdountability was more clearly defined, and 3 that
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more would be achieved if it was less clearly defined.

If we calculate the mean percentage of the managers'
answers for the three sections, we find that 96,773 of the
total number of respondents believed that the Compnay would
achieve more if individuals' formal responsibility, authority
and accountability were more clearly defined, This very high
percentage gives a clear indication of the lack of proper
definition of responsibility, authority and accountability, for
there was no written job description clearly defining these for
each job, and this in turn meant that a loose organigational
structure existed in the Company., This is one of the main
reasons why most of the managers were not satisfied with the
current control systems.+

Question '15(a) asks how often the respondents seek advice
or (b) seek assistance, or (c) seek instructions from the listed
categories of people. ' Tabke 30. below gives the figures for

their responses,
Table No., 30

(a) b) (c)
Degrees of seeking advice  Degree of seeking Degrees of seeking
Assistance Instructions

1ol 3l o I8 a2 slulsba]lz2] 31 u] 5

Factory manager:
18 3 18 4 |28 |12 |9 | 15 16 {19 Ji4 | 7 [ 1314 | 23

|
49 7| 8 3 36 |9 519 5451 6 71 6 8

Immediate superior:
14 1 15' 15 27 11 9| 14 (17 1 21 91 6| 10|23 24
I

Colleagues:
15 15 1014 [18 |19 |11 | 15 {15 [12 027 8 | 11|13 | 13
T _

Subordinates: N
22 13 9 10 17 21 16 | 12 | 8|15 371 9 91 71 10

Other members:

29 9 11 9 14 130 112 1 13 81 8PF39110 | 141 5 L
+ See my comment on Q.8 in the M.C.S. Section of the questionnaire.p. 242,
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Looking horizontally across Table No.30, we see that the
respondents who sought advice from their supervisors, ticking
degrees 4 and 5, constituted the highest percentage (42
respondents), a result which indicates a practical approach to
getting advice. The next largest groups from whom advice was
sought were Factory Managers and Colleagues, each with the same
percentage. As most of the respondents' jobs are in the factories
and as the factory manager has the authority to suppiy formal
information, these figures reflect the importance of his position
as a sourne of advice. The reason why the group of "Colleagues"
scored the same percentage as the '"Factory Manager" group, was
because the cultural norms of most managers who femain on the
same level of management for long periods of time would tend to
increase their cognitive interconnectedness, and encourage them to
seek all kinds of co-operation among themselves,+ Looking at
degrees of seeking assistance, we find slightly less assistance-
seeking from superiors and colleagues, but slightly more from
membérs of the Board of Directors. Although the numnber of
members of the Board of Directors is small, they possess influence,
especially in the Administration Office. Looking at the same
degrees (4 and 5) for seeeking instructions and comparing the
figures with those for seeking assistance, we find the percentage
slightly higher in the case of "Factory Manager", much higher in
the case of "Immediate superior", lower in the cacge of "Colleagues"
and exactly the same in tge case of "Members of B.D.". This reflects

very natural behaviour, as the first three categories of people

have the authorifyAto give instructions. It follows that the

+ See comment on Q.4.
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receiver of instructions has an obligation to carry them out.
Besides these groups of people constitute the norﬁal channels
to which the respondents would look for instructions.

Question 16 Section (a) asks how much of the information
‘used by the respondents in their job is supplied by the formal
information system? Their answers were as follows:

5 Managers ticked less than 10%

5 " " between {10% - 25%
9 " " " 26% ~ 50%
@ " " " 51% - 15%
32" " " 76% - 100

These results mean that only 44.L% of the total pgm?er of
respondent managers believed that 76% - 100% of tﬁ:z¥?£:£ormation
was supplied by the formal information system. This conclusion
indicates that thers is a lack of formal information supplied to
the Company managers, simply because of the inefficiency of the
informaticn systems existing in the Company.

Section (b) asked whether the managers considered the
percentage shown in Section (a) as an indication of :

a) Too many formal information systems.

b) Approximately the right number of formal information
systems, '

¢) Too few formal information systems.
Their answers were as follows :

-9 managers ticked a)

28 v " D)

35 ) n c)
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This means that only 12.5% of the respondents believed that there
were too many formal information systems supplying feed-back, and
thus enabling managers to compare targets with actual performance,
and to take corrective action when deviations occured. A control
system is usually designed to tell managers how near they are to
the course the Company has planned, but if, as most managers
believed, they did not get enough feedback, how could they assess
their performance in relation to the planning targets set by the
Company? |

The researcher found that there were no serious studies to
provide the Company with formal information systems to suit its
objectives, nor was there any serious appreciation of information
systems by top management, who behave moétly as authoritarian
leaders, and prefer full information to be supplied only to certain
members of the Ccimpany.

Questions 47 to 24 deal with the amount of influence the
respondent managers have or should have over, (a) the development
and design of the management information systems in their unit and
in the Company as a whole, (b) the development and planning of the
policies to be followed in their unit and in the Company as a whole.,

The respondents had to tick the degree of influence on a
scale running from 1 (none) to 5 (a great deal) degrees 4 and 5
implying - considerable influence. The respondents' answers were

as follows: (See Table No. 31)



On Section (a)

Table No., 31

1. Managers answering
on the amount of inf-.
luence they have in
their unit,

2. Managers answering
on the amount of infl-
uence they ought to
have in their unit.

3y Managers answering
on the amount of infl-
uence they have in the
Company as a whole,

4. Managers answering
on the amount of infl-
uence they ought to
have in the Company as
a whole,

On Section (b)

1. Managers answering
on the amount of infl-

uence they have in their

unit,

2. Managers answering
on the amount of infl-

uence they ought to have

in their unit.

3. Managers answering
on the amount of infl-
uence they have in the
Company as a whole.

4. Managers answering
on the amount of infl-
ence they ought to have
in the Company as a
whole.

of

No. of managers % of f.ds
who ticked degrees managers
who ticked degrees

4 5 4 5_
24 10 % 33.3 3.9
23 31 31.9 43.1
9 4 12.5 5.6
i8 19 25.0 26.4
23 17 31.9 23.6
19 29 . 26.4 40,3
11 7 15.3 9.7
18 19 25.0 26.4
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If we take a close look at the percentages of the respondents'
answers to questions in Section (a), we find that 12.5% and 5.6%
of them have a great and even a very great deal of influence
(degrees 4 and 5) over the devclopment and design of management
information systems in the Company as a whole, Taking the mean
percentage of the last two figures, we arrive at the conclusion
that only 2%_of the respondents have a great deal of influence
on the Company regarding development and design of management
information systems. If we follow the same procedure on Section
(b), we find that 15.3% and 9.7% of the respondents have a greét,
and very great deal of influence (degrees 4 and 5) on developument
and planning of the policies and operation of the Company as a
whole., Taking once again the mean percentage of the last two
figures, we come to the conclusion that only 12.5% of the respond-
ents have a great deal of influence on the policies and activities
of the Coampany. If we take the mean percentage of (a) and (b),
we can conzlude that only 10.75% of the respondents have a great
deal of influence on most aspects of the Company's activities., If
we make comparisons between the last percentage and the percentage
of respondents in the previous question where 12.5%, who believed
that there are too many formal information systems in the Company,
we can easily find a strong correlation between the percentage of
influence and the arount of formal information available to
 influential managers.

This-result helps us to assess the fourth set of related
factors, and to discover whether there is a strong correiation

between influence and the ability to obtain informationy as shown

in Figure 6,
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Figge 60

"Influence Iﬁformation Available

Percentage of Influence and the amount of formal

Information Available,
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One final point: Almost all of the respondent managers
felt that they should have had much greater influence than they _
actually had in their unit and in the Company as & whole, as is
shown in both 3ection (a) and (b). This indicates that the
Company needs to reassess its unspecified job descriptions, and
become more flexible about concentrating authority; in other words,

top management should adopt a less authoritarian policy.

Conclusion: This aims at improving management in I.C.P. Co., and
other state industry, where poor application of Management Control
Systems was uncovered by field research. We must first emphasise
that Management Control Systems are complex, involving much more than
Jjust comparing, measuring, and taking corrective action. They
require c:refully d.evgloped controi tools, considerable energy in
uncovering hidden but significant factors and juagnént in determin-
ing their im;:ortance, together with skilful execution to avoid
negative backlash, |

In solving management control problems and exercising manage-
ment control, the perspective is therefore always that of a decision-
making business manager. Such a manager looks at hbw and why controls
are developed, i.e, at the reasoning ‘behind a control system, and
~ at possible ways of using the control tools to better advantage.
A proper use of Management Control Systems requires that factors
beyond the tools themselves are taken into account, e.g. the
purpose of the objectives of a corporation, the basis of standards,
the assumptions behind figures, and the methods used in collecting
and disseminating information. An effective manager does not

restrict himself mez:ély to compliance. He also looks at the many
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constructive ways in which the control tool or system can be
employed to improve the use of corporate resources.

As we have seen from the analysis in this Chapter, there
is a need to overcome several factors in I.C.P. Co. and other
state industry as a whole, which adversely affect thevefficiency
of Management Control Systems, and are the cause of 1§w product-
ivity, I believe the most important of these factors to be:

- It ;s vital that management leaders should accept
responsibility for the development and growth of their society,
should understand its history and present state, and should have
a clear vision of its future. A manager should also be a
specialist, and have an understanding of the burdens this will
place upon him as he uses a technology and management techniques
" that are new to his own society. Iraq is now expériencing a
period of social reorganisation, and she has to face the féct
that the management apparatus at different levels has proved
inadequate to the demand placed upon it by this transition.

| With regard to the management executives in Iraq, I believe the
following constitute the major obstacles to developing efficient
Management Control Systems:

(a) Top management is considered the monitor of the

Company's objectives, It is important, that they
should acquire the skills to judge when environ-
mental conditions require a change in objectives,

and when and how such changes should be carried out.
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(b) There is a lack of knowledge, on the part of most
managers, 'of scientifi.c methods for the management
and control of work in industrial units, This
problem is also related to absenteeism and lack of
the technical speéialisation required for management
controi. It is essential in this context to apply

- the axiom, "Put the right men in the right place".

(c) Most managers are unable to cope with the problems
arising from the principles, theories, and processes
of the Management OGontrol Systems which are suited
to development and production techniques. In short
many management tools which could improve product-~
ivity are left unused, consequently problems and
obstacles abound,

(d) Managers are not willing to carry out their respons-
ibility to discipline incompetent subordinates and
to apply rules. There are several reasons for this,
the most important of which is because of the polit-
ical influence of those who fail, or whose subordinates
fail in their duties. This situation creates ill-
feeling among the rest of the manpower, from management
to trade unions, and it reflects negatively on manage-
ment control, on productivity, and finally on the
profitability of the Company.

To end this conclusion, we would like to quote the statement

of S. al-Samawi, which touches the ccre of management problems in

Iraq: \\
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We are required to build the state organisations on a
basis at once scientific and democratic. This obJjective
will not be achieved by ignoring the basic principles and
limitations of the modern structure of a state. Rather
we must strike a balance between the necessity to organise
the affairs of the state centrally, and the democratic
understanding of the job of a revolutionary state, (13).
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. SUMMARY OF CHAFTER IV

This Chapter deals with the main field research in the Iraq
Cement Public Company. Here the researcher submitted a question-
naire to all managers of this Company from the level of supervisors
to the General Manager . Their responses showed that the Compauy
suffered from a lack of good systems for control, and of suffic-
iently trained personnel. As a result of this, most the
respondent managers showed poor satisfaction with the present
control systems in the Company. The researcher's own experiences
of the Iraqi environment, as well as an analysis of the economic
and managément climate in Iraq (see Chapters I and 1I), indicate
thaf the major obstacles to effective management control are not
always wichin I.C.P. Co., or the government bodies that implement
planning and policies and direct this Company’s productivity.,

The influence of the environment can often hinder effective
control. .Acfually negative influences can stem from the
environment, whatever its stage of economic evolution, Attitudes
toward science; the status of technology,_the provision of tech-
nical and managerial dourses in universties, institutions; and
firms, incomes, prices, regional development, the adequacy of
transport system and the attitudes of trade unions. - all these
ocan play a preponderant part in facilitating or obstructing the

tasks of Management Control.
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CHAPTER V

& CCMPARISON BETWEzZN PRINCIPLES AND PRACTICES OF MANAGEMENT AND CUREENT
MANAGERIAL PRACTICES IN STATE-OWNED INDUSTRIES AND PARTICULARLY IN THE
JRAQ CEMENT PUBLIC COMPANY.

1o The Purpose of this Chapter

This chapter is basically concerned with investigating the
differences between two cultures with respect to the application
of managerial principles and practices. The first culture is that
of the developed industrial countries, including predominately
private enterprise economies, mixed economies like the U.K.; and state
managed economies like those of the Eastern European Countries. This
has been described by British, American or Eastern European scholars
on management, as shown in Chapter III, The second culture is re-
presented by Iraq itself, In Chapter IV we have investigated the
actual practice of management in the case of Iraqi Nationalized
Industries, represented by the Irag Cement Public Company, in part-
icular, while Iragi Govermment policy and practices of management in
Nationalized Industries in general have been presented in Chapters
I. and II,

2. Comparisons and Importance of Management

Recently, there has been considerable concern about manage-
ment practices in the third world, This concern was induced parily
By the realisation of the important role management plays in econoﬁic
development, and partly by the growtﬁ of international co=-operation,

One of the major concerns of most governments today, especially

in underdeveloped countries, is the need to increase the standard

of living of their people. The important role of capital and
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technical knowhow in economic development has been recognised
for a iong time. Until recently many economists have tended to
believe thatvproblems of economic development could be sdlved by
transferringcapital and technical knowhow alone. However,
experience and the natural course of events have shown that besides
" capital and technical knowhow, the human element also plays an
important role in economic development.,
The writer, who recognises this fact, states in his research
of 1974 that:
Economic development could flourish or decline depending
on economic and technical factors, whose basic cause
is "people", The skills of manpower in management
knowhow, are essential to push the general developing
processes forward in every country. But the important
thing is "the attitudes" which will decide whether the
opportunities for development willi be taken or not . . .
We could give a simple picture of the human factors -
which encourage or hinder development in any country,
by showing to what extent the managers or other
people in control of resources possess the following
necessary qualities:
1o A flexible attitude towards change.
2. Broad mindedness and ability for long term planning.

3. HBlucation and the required managerial skills,

4, The ability to function as Managers and still
integrate with their enviromment.(1)

The recognition of the impeortant role of management in
economic development raises the question of wheﬁher management
knowhow; can, like technical knowhow and capital, be transferred
from developed countries to underdeveloped countries and used
with similar effectiveness, In general the differences are much

more fundamental than has hitherto been realised, as we shall see

——
.

in this Chapter,'71t has become abundantly clear that management
\ .
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.is indeed influenced by culture and other enviionmental factors;
for management does not operate in a vacuum, Managers are
constantly interacting with, and influencing their environment,
while at the same time being inflﬁenced by it, Culture,; education,
économic conditions, social characteristics, the political

- atmosphere, and the legal f ramework of society most certainly

affect managerial practices, philosophies and values, Individuals

bring to their managerial positions their own culture and
personality trai_ts° Their behaviour and attitudes as;managers

and workers reflect their culture and personalities, M. Haire

and his associates nave made this comment:

When we look at the overall differences among groups
of countries with regard to motivations and satis-
factions in the managerial job, we encounter fairly
large variations in the patterns ~f motivational
feelings . . » The factors underlying these dif-
ferences seem to be not only the degree of

economic development of the country, but also the
culture of the country in relation to business.(2)

Professor Anant Negandhi, in his recent study of cross-cultural
management, summarised major findings on the subject as follows:

"1, There is no one way of doing things, mianagers may
achieve given objectives by various methods.

2, There is no universal applicability of either
authoritarian or participating=democratic
management styles. In general, the United States
can best be characterised as democratic- :
participative in management style, while Germany,
France, and most of the developing countries are
authoritarian in their management style.
Authoritarian style is not necessary dysfunctional
in developing countries. This may be rerhaps
the '"right type" of leadership for them,

3. There are both similarities and differences among
the managers around the world, Similarities are
explained in terms of industrialisation or
industrial sub-culture, Differences are explained
in terms of cultural variables,
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4, More objective measures are brought to bear in
making managerial decisions with respect to
compensation, objectives, goal-settings, etc,,
in the developed countries; while much subjective
judgment (emotions, religious beliefs) enters
into the decision~making processes in developing
countries, (3)

3o Transferability of Management Knowhow

From the controversy surrounding the transferability of
management knowhow, two schools of thqught héve emerged, the
universalist and the envirommentalist., The ™universalists"
claim that management is universal: managerial practices,
philosophies, and principles are basically the same in all
nations. There is no obstacle to transferring management knowhow
from one country to another; envirommental factors, such as
culture, do not have much influence on management,(4)

The "envirommentalists", on the other hand, recognise the
influence of envirommental factors on management., They argue -
that managerial practices, philosophies and principles are
different in different societies because of the many constraints
imposed by the environment on those societies., Wanagement is
basically "culture bound". As this writer put it in his research
publication of 1966:

Managers from developed countries, have to overcome

real problems in order to conduct the managerial

affairs in underdeveloped countries in proper

situatioral harmony without moving away too much

from the situational aspects in their homeland.(5)
Therefore, managerial knowhow from Britain or any other developed
country cannot be transferred easily‘to underdeveloped countries,

or British subsidiaries located abroad, and be used as effectively

as in the United Kingdom,.
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It would seem futile to érgue and try_to prove the universal-

ity or otherwise of management, Instead, comparative studies

in management should try to disco#ef the differences in the
various aspects of management, concentrating on Management Control
Systems, A review of the available literature on the subject
revéals the various ideals of Management Control Systems, and
these then provide a standard for comparison with the current
Management Control Systems in the Iraq Cement Public Company, in
order to discover deficiencies in aspects of Management Control
Systems in the Irag dement Public Company and the State
Industry in general. It is this that forms the aim of this

Chapter.

4, Statement of the Problem

The main purpose of this chapter is to investigate the
differences between Iragi managers and those in developed
countries, (particularly the U.K., the U.S.A., and the U.S.S.R.)
with reference to the following three major features:

1. Training

2, Cost Control

3. Management Control Systems
Beside their obvious meaning, these terms also involve questions
of: central planning, profitability, environment, ini‘luehce9
authority, responsibility, information, and satisfaction etc,
This has been demonstrated within the framework of Management
Control Systems (see Chapter III) by a comparison of these
features witﬁ‘Iraqi Government Managerial and Economic Policy; by

the interviews with several managers in seven Nationalized
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Companies, and by the replies of the 72 respondent managers (see
Chapters I, II, and IV),

These factors have therefore, to be taken into account when
we consider the differences and similarities between what is
written on these subjects by British, American and Eastern
BEuropean authors, and what the researcher discovered to be current
practice in his research with the Iraq Cement Public Company in
particular, and the Iragi State Industrial Companies in general.
The differences and similarities between the practices in Irag
and the principle and practice of developed countriesare con-
sidered on two levels, the first being that of mAnagement
performance in the factories, and the second being the level of
state owned industries. The survey on this second level in-

volves a comparison of management policies and practices,

First: Differences in Management Performance at Factory Level

A. TRAINING
With reference to the findings of Chapter III, I would 1like
to quote G. Odiorne:

Praining is a programme to be followed to change the
behaviour of employees. A well-designed training
programme cannot be constructed in isolation from the
organisation in which the behaviour change is necessary.
The assessment of training needs must begin with the
determination of the differences between the desired
conditions and the current conditions within that
organisation. The factors causing this difference must
then be isolated and the training needs built around
those factors which training can give,

The British report by the Management Training and Developmeﬁt

Committee emihasised the following factors:

- The significance for effective management development
of the "climate" within the firm.
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= The need for senior executives to give the lead.

- The fact that all managers have responsibility
for training, and

= The need to give scope for the individual manager's
own efforts to improve his own performance,

Looking at the questiomnaire about training in Chapter IV,
especially the answers to questions 1, 2, 3, 4, and 5; we find a
lack of training, a lack.of appreciation of the benefits of train-
iﬁg programmes by top management, the non-existence of a training
office in the Company and a poor appreciation of managerial tools,
The answers also pointed to a need for more than one type of train-
ing programme for all the respondent managers, and most of the
respondents themselves emphasised the need and importance of
training, whether this was undergone inVIraq or abroad,

¥hen comparing what has been written on this subject in dev-
eloped countries and to the actual situation in the Iraq Cement
Public Company, we soon discovered that there is a big difference
between what should te done in training_and what is actually being
done in the Company where the research was carried out. There is,
of course, a deficiency in the training programme not only in the
above Company, but in almost all industrial companies in Iraq.(6)
This deficiency can be considered one of the major obstacles to
productivity in Iraqi industry as a whole,

The Ministry of Industry and Mines recently realised this
fact and started making serious efforts to overcome this deficiency.
As Patrick Cockham put the matter in his recent analysis of the
Iraqi economic situation:

There is a chronic shortage of skilled manpower, especially

at Middle Management Level . . . The Iragi Government

is particularly intent on increasing vocational training

and raising the low level of productivity., This year's in-

vestment programme shows an increase of 84% in allocations
for education.(7)
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B, COST CONTRAQL

The subject of cost control has been dealt with in Chepter
111, under the heading of Management Accounting Techniques,
‘Responsibility Centres, Standard Costing and Budgetary Control,
and Responsibility Reporting. As all the information concerning
cost control is considered to have applicability both in developed
and urderdeveloped countries, whatever their stage of economic
evolution, so all the techniques of cost control could be
considered stable points of reference forcomparison with current
practice in either developed or underdeveloped countries. Obviously
each company has to design an accounting system that will reflect
its own needs and objectives, according to up-to-date principles
of cost accounting,

As we have discovered in Chapter IV, the use of accounting
systems, especially cost control, is inefficient, and standard
cost accounting has hardly come into use in any of ﬁhe industrial
companies. In addition, there are big differences between what
is‘considered to be an efficient procedure in theory, and what
really is one in practice, not only in the Iraq gement Public
VCompany, but in all industrial coﬁpanies° This deficiency can
mainly be put down to the lack of appreciation of cost accounting
tasks iuw industry as a whole, and thevlack of specialised technical
cadres in most industrial companies,(a)

Research which has been undertaken by teams of experts in
the National Centre for Consultancy and Management Development
in Iraq concerning cost systeﬁs in Iraqi industry, lead to the

following conclusions:
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60% of all the industrial companies claimed to be
operating cost systems, but it is noticeable that
all but 55 of these systems employed simple and
traditional methods, characteristic of scientific
infancy. These have not kept pace with technological
and scientific development, and they employ mainly
historical processes in calculating costs coso

If there is no integrated scientif'ic system for
costing in an industrial company, then there can

be no integrated system for reporting and analysing
any deviation in these companies. (9)

As we have found, I.C.P, Co,, like other industrial companies,
still applies actual costing, and only one company uses standard
costing. This means that the cost control.system is not able to
discover mistakes, and inefficiencies are not discovered until
after the damage has been done.

C. MANAGEMENT COINTEOL SYSTEMS

Her: our comparison will deal mainly with factors which
affect the efficiency and effectiveness of Management Control
Systems, as follows :

1. Influence and Authority

Chapter III reviewed the discussion of influence and authority
by authors from developed countries, We see that J. Miner, for
example, wrote about influence:

A behaviour on the part of one individual which alters

the hehaviour, attitudes, feelings, and so on, of another,
One person may influence another by virtue of control over
sanctions, by persuasion, by playing upon attitudes held
toward him, by exercising control over significant aspects
of the other person's environmentecooo

The theory of Bernard and Simon about the concept of authority

namely, that a communication carries authcrity only if accepted by
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the receiver, upset traditional assumptions about the flow of
authority from the highest point of a hierarchical structure.
They added that thg right to act, although delegated from above,
must be met by a willingness snd capacity to act on the part'of
the subordinate in order to be effective,

As the definitions in Chapter III have a general application,
end are part of mansgement principle, they are reedily applicable
to the Iraqi environment. To check the responses of the managers
in I.C.P. Co., relating to questions about influence and authority
the folloviag procedure was adopted. The responses of the managexrs
to all questions regarding influence and authority, i.e. Questions
6, 7 and 8 in the training part of the questionnaire, and questions
2, 3 and 17 to 24 in Manasgement Control Systems pért of the question-
naire were reviewed together. The responses showed that the majority
of managers felt that there was a slight difference in degree between
authority and influence in the I,C.P. Co. 1In general this means
that the degree of influence is not higherthan the degree of actual
authority, except to a minor extent at the highest level of the
organisation structure. . This result indicated that there is not
much difference with regard to these two aspects of management
between principles formulated by authors in the developed countries
and the practices current in the Iraqi enviromnment. The answer to
questions 2 and 3 on influence and authority, in the Management
Control Systems questionnaire, indicated that half of the respondents
exercised influence among managers on their own level, and 34% of

the respondents influenced the other members of the organisation

‘\
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as a whole, However, this influence can be ascrited mainly to

the social and cultural structure of Iraq which encourages people -
to work together for long periods, so that we can describe this
relationship as group behaviour rather than mansgerial influcnce.
Managers' answers to questions 17 to 24 indicated that only 10.75%
bf the respondents exercised a "good deal of influence" on most

of the Company's activities. This proves that the majority of
this Company's managers do not have enoﬁgh.authority or perceived
influence to perform their jobs properly.

The comparison of the management principles formulated by
authors from developed countries and heid to be applicable in
every environment, with the practice in I.C.P. Co,, shows that
there are real differences between the two and that the practice
in $he Company is less than efficient. These were our findings:

4. Most of the managers did not have authority equal
to their responsibility.,

2, Authority was centralised by top management and
perceived influence even more so.

3. Most of the iiddle and Lower level managers felf
that there was no equal distfibution of perceived
influence,

2. Satisfaction

R. Anthony believes that control systems must derive from
the needs of the total organisation and are intended to influence
managers to perform actions, which are in both their own and the
organisation's best interests. P. Drucker wrote on management by

objectives as follows:
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The overall objectives of a firm generally are

established by top management, yet it is desirable

for each subordinate manager to have a voice in

setting his own objectives;..If he is involved in

establishing his objectives, he will feel that the

objectives are proper once they are set and will

tend to accept them more readily.

M. Barns and his associates admitted that:

The healthiest organisation with the greatest potential

for growth and the greatest success in human terms

will be the organisation which can integrate its own

objectives with the needs of the people and groups in it.

Question 11 in the training part of the questionnaire and
Question 8 in the Management Control Systems part concern the level
of satisfaction ef the managers in I.C.P. Co. The responses to the
first question indicated that 31.9% of the respondent managers felt
that the principle of "putting the right man in the right position"
was not always foliowed, The answers on question 8 showed that
79.2% of the respondents were wholly dissatisfied with the current
control systems in their Company. Actually thers are many reasons
for dissatisfaction, | as mentioned by authors from developed counfries,
but it is usually assumed that one major and practical way of creat-
ing satisfaction is through the integration of the objectives of
the organisation with the needs of the people and group within it.
Although this principle is considered to have universal 'application,
the researcher does not entirely agres, since the needs of the
people within the organisation differ so very greatly. The implement-
ation of '_t;his inadequate solution in order to create satisfaction
is the general trend in Iraqi management today.

In conclusion; we can say that the practice in the Company

is unsatisfactory.
N
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3. Information

Allen and Gerstberger expressed the view that:

The fundamental paradox facing the manager over a period

of time is the establishment of causal networks without

closing himself off from new kinds of information.

Resolution of this paradox by the individual manager

may be the clue to effective performance. Effective

use of information depends, in part, on the ability

to integrate the information.

Katz and Kahn argued that, multiple communication channels
and checking procedures provide the manager with a mechanism,
with which to avoid corrupting or being corrupted by his own
informaticn sexvice.

Lawrence and Lorsch admitted that:

If poor relations force the manager to depend on bureau-

cratic sources of information and to rely on documents,

or to attend to information about the group at the

experse of other kinds of information, then the manager

cannot cope effectively with the management system in

which his group is embedded.

Although these ideas are supposed to show how to handle
information in developed countries, they nevertheless reflect what
is even in most developed countries simply an ideal. Ia Irag,
these ideas are seldom if ever applied in management perflormance,
even though this would lead to a healthier situation,

As we have seen in Chapter IV, in the responses to questions
12 and 13 in the training part, 4 and 5 in the cost control part,
5, 6, 7, 10 and 16 in the Management Control Systems part, most
of the respondent managers complained of the lack of suitable
information and adequate feedback to enable them to improve their
own job performance, either because they had little trust in the

Jjudgment of others,‘ or because of the absence of honest judgment

and fair control meaisurementscl Most of the respondents claimed
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that they needed information about industrial relations, job
specifications, management principles, inventory processes, the
cost of every step of production,>cost account’ and work study.
Although most of the managers in I.C.P. Co. suffered from an
information shortage, their answers to questions 5 and 6 in the
Menagement Control Systems part showed that there are correct
channels for receiving and giving information from or to members
of the Company. The answers to question 7 proved that there is an
inadequate supply of vital information reaching managers, simply
because there is no written, studied system of information in the
Company. Answers to questions 10 and 16 showed that in general
there are too few formal information systems; as no serious studies
have been made to provide the Company with a formal information system
to suit its objectives, nor was there real appreciation of information
systems by top management, who behéve mostly as authoritarian leaders,
ahd prefer full information to be supplied only to certain members of
the Company. These findings make it cleaf that the information systems
in this Company are largely unsatisfactory.

4. Power and Burcaucracy

As M. Barnesand his associates put it:

The healthiest organisation with the greatest potential
for growth and the greatest success in human terms

will be the organisation which can integrate its own
objectives with the needs of the people and groups in it.
This concept can be applied to organisational units of any

size, if only those in positions of authority recognise its import-

ance,
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M. Weber noticed that a third influence on organisational
behaviour is the concept of bureaucracy. Webster's New.W§rld
dictionary,-defines bureaucracy as, "The administration of
government through departments and subdivisions managed by sets
of officials following an inflexible routine." M. Crozier
elucidated bureaucracy by saying that any organisation must
obtain from its members a variable but alwayé substantial amount
of conformity. Members will conform partly voluntarily, partly
because of coecion,

The responses to questions 13, 14, 15 and 15 in the cost
control part indicated that about half of the managers do not
use budget committees, only 14 managers have a free hand to get
on with their own budget, and only 29 managers believed in using
budgeting and planning as a means of mrtivating their staff,

This results in an indication that the Company's policy tends

to be bureaucratic in nature. The same respanses showed thét
only 20.5% of the Company managers have enough power to discover
their own Company return on net capital employed.

When comparing practice with principle, we can conclude that
there is a correlation between the two as far as bureaucracy is
concerned, Human behaviour is now better understood and therefore
" more predictable. As a fesult today's organisations can and do
rely more on indirect and intellectual means to obtain conformity,
€.g. the communication structure and work flow, the technical
setting of Jjobs, economic incentives. In respect of the power
coﬁcept, there is a difference between principle and practice,

and the principle is considered the more correct for achieving

~
N
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satisfaction among managers. So the practice in the Company -

is on the whole unsatisfactory.

5. Responsibility and Accountability

C. Barnard describes responsibility in broader terms as,
"The power of a personal code of morals to control the conduct
of an individual." He added that "The behaviour of an organisation
is affected by the individual ,mqral' code of these within it."
Returning to the respondent managers' answers to questions
12, 13 and 14(a) in the Management Control Syé.tems part, we
find the following results. The respondents believéd‘ that
(25%) of the managers in the Company senior to themselves and
(18.1%) of the managers junior to themselves, had their
responsibilities more clearly defined chan they themselves did.
In response to question 14(a), 97.2% of the respondents believed
that the_ Company would achieve more if the formal respensibility
of individual members of astaff was more clearly defined. It was
also found that as we move down the managerial hierarchy, the
percentage of '"Less clearly defined responsibilities" increases, -
A theory of accountability, in addition to that of respons-
ibility, has been developed by some writers, notably Koontz and
0'Donnel, who view it as, "The ability for the proper discharge
of duties by the subordinate." The concept of accountability,
although it may be useful in a military organisation, clearly
has too strong an overtone of being a control technique.
With regard to accountability, the respondents' answers
to questions 14 and 14(c) in the Management Control Systems part,

showed that 72,2% A.of them are formally held accountable for what
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they do and 66.6% of them are held accountable informally. The
researcher wés informed by a senior manager in the Company that
every one who works in the Company is held accountabie for what
he does éither formally or informally. But the degree of
accountability varies according to the individual managef and
according to the degree of support he enjoys from higher
authorities,

On comparing the principles of responsibility drawn from
texts produced in developed countries with the practice in the
Company, we find very big differences. These stem from the
incorrect application of the responsibility principle in the
Company.

As for accountability, this varies accoxjding to the
percentage of accountability held By the respondents formally.

or informally in the Company. Agein it is apparent that thers
are same differences between the principles of accountability
as they appear in text books and the practice of accountability

in the Company.

6. Reporting

R. Campbell describes responsibility revorting as a method
for providing information for management control. He writes:

One concept that received a great deal of attention
is responsibility reporting. The objective here is
to identify results with the executive responsivle
for producing them. Responsibility involves perf-
ormance measurement, in which actual results are
compared with predetermined standards. This can be
accomplished by introducing account classifications
that parallel the Company's organisation plan in order
that reports may be prepared to show, in financial
terms, the results of the operations for which each
individual is responsible,
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So much for the text book account. To compare this
with actual practice in I.C.P. Co., we have to examine the
snswers of the respondent managers to the questions 6(a),

(b), 7, 8(a), (b) and 40 in the questionnaire about cost
control, vThe answers to questions 6, 7 and 8 indicate a low
level of efficiency in the cost control systems used by the
Company. The answers to question 10 indicated that about half
of the respondents never know how efficient their subordinates'
performance is, because 45.8% of the respondents either never
prepared a report, or did not know how often they prepared a
report on their subo:ﬁiﬁates' control of cost,

The information about repbrting a8 supplied by authors
from de\reloped countries suggests that it has comprehensive
applicability in both developed and underdeveloped cou-ntriese
There are however, big differences between the principles of

reporting as laid down in text books and what is actually Being

prabticed by the Company for we have already noted the ineffic-
iency of cost control systems in the Company, (see Chapter IV).
We can conclude, that the principles of reporting systems have

not been properly applied.

7. Organisation

We have already discussed the concepts of western developed
countries about organisation in Chapter III, under the headings
of "Org'anisation", ihat is an Organisation? " , and "Modern
Organisation Theory". If we compare these concepts with what we

found to be the practice of organisation in I.C.P. Co., the result
N
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will show whether the principle is inapplicable or the practice
incorrect. |

Ifx Chapter III we cited socme of the ideas current in developed
countries, E. Bfech's definition of organisation is:

The structure of the responsibilities allocated to

the managerial, supervisory, and specialist positions

of the 'formal' relationships that arise in the dis-

charge of those responsibilities.

Koontz and O'Donnel considered organisation to be:

The establishment of authority relationships, with

provisions for structural co-ordination both vert-

ically and horizontally, between positions to which

have been assigned specielised tasks required for

the achievement of enterprise objectives.,

From this it can be seen that it is the structural relation-
ship which binds an enterprise together, and provides the frame-
work within which individual effort is co-ordinated.

Let us now return to the respondent managers, who answered
the questions relevant to the functioning of I.C.P. Co. and its
efficiency as an organisation. The answers of the respondents
to questions, 1, 2, 3, 7, 9, 12, 13 and 14 on the Management
Control Systems part of the questionnaire were as follows: In
their answers to question 1, most of the respondents showed
enthusiasm for the Company's objectives, but in actual fact
their answers do not represent the full reality of the situation,
because the structure of the question was such as to provoke a
positive answer from almost any mesnager, ﬁhatever his attitude
towards responsibility. Answers to question 2 showed that there
is some degree of exchange of influence among managers at the
gsame management level. This can be ascribed mainly to the social
and cultural structure of Iraq which tena.s to encourage people |

to work together for long periods of time, so that they tend to
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influence their colleagues as a result of long standing every

day dealings with them. If we take a look at the basic
questionnaire, question 2, we can understand this situation even
better, since more than 50% of the managers of this Company have
spent more than 6 yéars in their present positions. This gives
further evidente of the stability of the management personnel
structwe within the Company. Answers to question 3 indicate
that the managers in general feel some obligation to exert a

kind of social influence on some of the other members of the
Company. Answers to»question_7, indicate that there are such
serious shortages in the amouﬁt of infopmation getting through

to managers that their job performance is affected. Answers to
question 9, indicated that about half of the respondents are not
sure about the extcnt of their responsibility. The answers to
questions 42 and 4% showed that there is no clear<cut definition
of responsibilities, Answers to question 14, showed that the
majority of the respondents believed that there was a lack of
proper definition of responsibility; authority ani accountability,
and this means that a loose organisational structure exists in the
Company.

The comparison between the principles laid down by authors
in developed countries, and what we have discovered to be the
practice in I.C.P. Co. indicates that these principles, regarded
as universal in their applicability, have not been adequately put

into practice in the Company.,
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Second: Comparison of Management Policy and Practices at

State Industry Level

1, Central Planning

It is obvious, that any successful Management Control
System should depend on the simpie principle of producing a plan;
and then making decisions and taking action. The major difference
between the planning produced in a free enterprise system . and a
state owned enterprise system is that the main objective of the
first system is to satisfy shareholders and consumers, Plans in
this system are drawn up mainly by the Board of Directors of
the enterprise, and if the enterprise is of medium or large
size, the Board of Directors considers suggestions drawn frqm
middle management level, In state owned enterprises, plans ére
drawn up by a central committee which is part of the government,
and the outline of these plans should harmonise with the central
policy of the state. Theoretically the suggestions of the Board
of Directors of state owned enterprises are taken into considerationr
before finalising the plan for the industry, but in practice the
extent to which suggestions from the enterprises are actually
adopted depends on the pexsonality'of the Board of Directors and
their political influence,

In Irag the plans for long-term general policies on
financing, production and investment, which embrace the public
industrial sector as a whole as well as a}l other public sectors,
are drawn up by the High Planning Council. For the public
industrial sector, the Council determines and approves the sug-

gestions prepared by the Consultation Council for Industrialisation.
N
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Its suggestions are made in the light of preliminary studies
of the economic and technical validity of any particﬁlar project,

Ota Sik admitted that in the Eastern European Countries
"the rigid centralized planning and management became the main.
impediments to greater efficiency". He added:

The existing system of planned management was not

only unable to overcome the contraditions between

the production trends;, but that the very system

of central management, relying more and more on

purely administrative methods, was deepenipg the

discrepancies between the siructure of production

and the structure of requirements,

In the U.S.S.R., the September 1965 Plenum introduced
reforms in central planning by granting greater independence to
individual enterprises, The number of indices in enterprise
plans firxed from above by central planners was drastically
reduced.

If we refer to Chapter two (Public Company for Mechanical
Industries in Alexandria), we notice according to statute No.90
(1970):

The jobs of planning, following-up and co-ordinating,

the issuing of financial statements and the supervision

of the affairs of officers and employees, are all

the responsibility of the State Organisation for

- Engineering Industry. However, every public company

carries out the general plan by preparing the production

requirements and manufacturing its products in oxrder

to fulfil its forecast budget. .

From the above mentioned process of central planning we
can see that Irag virtually follows the pattern of planning
adopted in Eastern European Countries, In Iraq, as in the
U.S.S.R. the approach to administration is summarised in the

concept of centralized planning combined with decentralized

operational decisions.
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2. Authority

The Presidium of the Council of Minister of the U.S.S.R.
at the begining of the 1960's started to delegate more powers
'to some of the enterprise managers., D, Granick wrote on the
subject:

In actual fact, plant directors have possessed great

autharity. But in theory, they have not; and so they

have constantly struggled to legitimate their

power., )
As we have seen in Chapter four, only the General Manager and his
consultative committee in I.C.P.Co, have enough authority to
carry out the general plan by preparing the production require-
ments and manufacturing the products in order to fulfil the
forecast budget, The writer noticed that the limitation of the
authority granted, according to Granick, to Soviet enterprise
managers, could equally apply to Iragi managers, For instance,
in September 1976 when I asked the general manager of I.C.P.Co,
about the possibility of travelling in one of the Company cars
to Kufa Cement factory to present the questionnaire to the factory
managers, he replied:

I am sorry I cannot help you because I have no

written permission from the State Organisation far

Construction Industry., Do you know that, if they

appoint a person to a particular post, I do not even

have the authority to purchase a chair and deck for

his office,

I cannot see much difference between the enterprise Directors in

Iraqg and their counterparts in the U.S5.S,R. in this respect.
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3, Profitability Trend

A. Kosygin remarked in his speech to the Plenum, that:
The voluwe of profit to a considerable extent
characterises the contribution of each enterprise to
the net income of the country, and controls the
extension of production and improvement of the wel-
fare of the people, Prior to the September 1965 Plenum, -
profits and the rate of profit were not basic indicators,
and there were many planned loss enterprises. '
Iraq also realised that the State sector must not neglect
profitability when considering investment, Of course, there are
social and political objectives as well as profitability targets
in the state sectors, but profitability represents an index of
management capability in using the economic resources which are
placed at its disposal. The Vice President of the Iragi
Revolution Command Council in September 1976 exhorted all
presidents of the State Organisations:
To be responsible and to produce profit . . . Money
incentives depend on profits from production and profits
imply high quality and great quantity,
The thinking on profitability which took shape in Eastern

European Countries in September 1965 is similar to the Iraqi

attitude of September 1976, summarised in the.previous quotation,

4, Environment

The environment within which the State-owned firms operate
" in Irag can be classified as an environment of sudden, compléx
and rapid change, coupled with a high illiteracy rate among
workers, and a middle management lacking in teéhnical and
organisational knowhow, This situation has lead them to dislike
the methodS‘ofiqpntrol applied to their performance, They con=

sider that controi\methods exist only because top management
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does not have enough confidence in them,

One of the iayers of environmment in any given nation, is the
societal environment, which includes the economic, political,
social, cultural and legal aspects of any nation. 4ll these
aspects pléyed a decisive role in crystalizing the Iragi
environment, as we noticed from the findings in the field research
in Chapters two and four, A-Negandhi in his recent study of
cross-cultural management, found that:

Most of the developing countries are authoritarian

in their management style. Authoritarian style

-is not necessary dysfunctional in developing countries,

This may be perhaps the right type of leadership for them,

‘In analysing §14 of the Training Questionnaire, we found
that I.C.P.Co., Management followed a highly authoritarian style,
I believe that this style of management in Iraq is like that
found in most of the developing countries and even in some developed
countries, and the results from the impact of the societal
environment of these countries., My experience indicated that
this could sometimes be an effective style of leadership in Iraq.
D, Granick describgd the Soviet Manager:

If the manager's goals are established for him,

their achievement is his personal responsibility.

Often the drive to meet quotas will force him into

illegal activities; this cannot be helped. It is

a basic part of his tack to determine what is necessary

in order to '"succeed",
This situation often leads him to behave as an independent
business man in an authoritarian style.

M. Ellman believes that the major social problem of the
UGSI’SORO is:

The irresponsibility of the administrative apparatus
leading both to an unwillingness at all levels to take
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responsibility for decisions, and to an arrogant
treatment of the population by all officials from
petty clerks upwards.

The analysis of the findings of the field research in Irag

proved that there are a lot of similarities with the social

problems of the management environment of the U.S.S.R,

Ls a conclusion to this Chapier my major observations are:

Irag has chosen a central plamming method for its
development, and this basically requires previous planning to
develop the managerial apparatus; the question now arises as to what
strategies must be adopted in the process of managerial change,
The reéearcher observes that it is essential to take account of the
political'énd social indices of the Iraqi environment. Change should
be introduced gradually, step By step, so that it can be gently ab-
sorbed into the Iragi environment. Changes should be understood fully
and objectively, and full account taken of social and economic cir-
cumstances in the country, of the nature of its current industrial
development and of the level of its production capacity. A‘subjective
diagnosis of the social situation and its problems should then be
made and upon this basis clear concepts should be developed for the
operation of the country's managerial apparatus., The basis of
successful managerial chénge is to start with that small part which
attracts overall interest, to allow the change to prove its
efficiency there and then to extend to other managerial spheres,
According to this analysis, therefore, it is necessary to be flexible
in adapting to the prevailing‘environmental circumstances within which

Iraqi state apparatus works,

.
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Summary of Chapter V

This chapter is primarily concerned with the differences
and similarities between, on the one hand the concepts, principals
and.practices of management and Management Control Systemslput
forward by authors from the U.K., U.S.4,, U.S.S.R. and Czechoslovakia
(see Chapter III), and on the other hand the current practices
of Management Control in the Iraq Cement Public Company in
particﬁlar {see Chapter IV), and the State Industrial Sector
in Iraq in general (See Chapters I, and II). To examine the
differences and similarities, we have :onéentrated on three
major areas:

1o .Training

2, Cost Control

3, Management Control Systems
These three areas necessarily involve questions of influence,
authority, the supply of informétion, satisfaction, central
planning, profitability trends, the environment, etc.;

Within the framework of Management Control Systems,

The Chapter is divided into two sections:

The first investigates the differences between the principles
which have universal applicability described by authors from
Western developed countries, and the practices currently applied
by I.C.P.Co. This investigation concentrates on the differences
in performance at factory level,

The second section concentrates on the comparison between
the managerial pxactices in the State-owned industries in Eastern

Buropean Countrieé}xas described by U.K., U.S.A., and Eastern
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European authors, and the practices currently applied by Iraqi
State-owned industries (sce Chapters I and II) The findings in
the first section show that the differences in nearly all the
investigated areas are rather large. These differences are
considered one of the major obstacles to efficient Management
Control Systems in the Company, and a major cause of the low
level of satisfaction among the managers. The finding in the

second section show that here the differences are much smaller,
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CHAPTER VI
CONCLUSION

1.a Introduction

The researcher believes that managerial processes temd to
reflect the political and economic development of the country
in which they operate, In industrial countries managerial
sciences have kept pace with the generol development of the
country. Ever since the industrial revolution the expansion
of production has required the setting up of a managerial
structure to deal with the ensuing problems, Ifaq was unable
to develop these structures at the tim: they were developed in
industrial countries, due to foreign demination of the country.
Iraq rémained isolated until a few decades ago not only from
technological development as such, but also from its organised
framework, i.e. modern management knowhow. IMore recently, as
Iraq has moved closer to a more advanced level of technology,
new problems have been created, because of the imbalance between
the managerial requirements of an undeveloped society and those
of modem technology. Industry may not achieve its full potential
unless scientific processes are adopted and ;the thinking and
behaviour of society become more disciplined. Now Iraq faces
a shortage of trained manpower as well as a serious lack of
managerial knowhow for industrial processes at their most basic
level. In addition she has inherited a number of attitudes which
in various ways conflict with modern managerial processes, and as
a result have effectively himlered the adoption of modern techniques.
An instance of this is the tendency towards bureaucracy and the

feeling of arrogaf‘ice to the pebple commonly held by members of
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management, These factors are major obstacles which must be deélt
with to ensure the smooth running of industry. Industrialisation
is not an economic phenomenon in isolation, but requires a qual-
itative change in the structure of the society as a whole, Now
Iraq has the financial ability to make vast improvements in her
economic situation and the desire to benefit from progressive
techniques. The problems are likely to arise from human

factors in general and from their effect in management in
particularo The undexrdevelopment of management will tend to

have a limiting effect on the ability to execute new projects

and it decreases the capability of management to exploit
available energies, This in turn leads to low productivity,

both quaiitatively and quantitatively.

The contribution of the private sector to gross domestic
industrial products is rather small, but by 1980, as important
state projects are completed, this contribution will be smaller
still. Industrial production in Iraq is dominated by five
important qualitative Stafe Orgenisations and the companies they
control., At present the economic development of Iraq is domin-
atgd by public organisations in nearly all fields of economic
activity, including the industrial.

As the development of industry in Iraq is considered to be
in its infancy , it is obvious that its most common problems are
similar to those of the public sectors in general and derive from the way
ifsxpresent size was attained, The public sector of industry has ex-
panded greqt}y during the short period that has elapsed since

1970/71, and thiélbas placed an enormous responsibility upon the
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inefficient and over-burdened management apparatus,

(b) General Conclusions

The general problems of the i)ublic sector of industry may
be summarised in these two major considerations:
| 1. The public sector's performance is hindered by
| control systems which are not relevant to the

new requirements of business., At present a high
number of control bodies fail to see the difference
between a public enterprise and an ordinary govern-
ment department. As a consequence, the bufeaucracy
and routinism of managers of public companies is
uaually more apparent than their initiative and
efficiency., What is needed is a new formal control
gystem for public enterprise in industry, incorp-
orating a clear understanding of such requirements
for efficiency as cost control analysis and prodtict=
ivity measurement. It may be the case that the
scarcity of skills is responsible for the failure
to employ these tools, but this would only imply
that more effort must be devoted to the development
of the appropriate skills, |

2, A huge industrial public sector, such as that in Iragq,
definitely requires rational overall planning of its
investment and production programmes. Iraq's planning
efforts are certainly ambitious, and this places a

grea;t“'stra_in upon the management machinery.
N,
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"Though the five-year plan for the years 1976-1980
has not been published, the investment programme
for this year envisages spending $7.9 bn., compared
with en allocation of about $5 bn, in 1976, Of this.

(1),

$3.2 bn., is earmarked for industry, The planners
might have been expected to take account of the
capacities of the middle and lower executive units,
but they have not done so, with the result that
their plans have become little more than statements
of intent. The remedy would seem to be, at least
in the foreseable future, to plan carefdlly taking
into consideration actual managerial capabilities,
The immediate need is for more trained personnel,
better informational and statistical services, ami

a change in attitude towards the application of modern
management control tools, The public sector of
industry, which is under the direction of the
Ministry of Industry and Mines and thus follows
a policy in line with the overall government prog-
rammes, should be encouraged to develop a series

of snnual programmes far production. If the
authoritative bodies succeed in promoting the

habit of programming at all managerial levels, and
at the same time sﬁcceed in improving information
systems, statistics, and also control systems, then
there may be a gradual move towards the stage wherel

the ambitious five-year plan could become a reality.
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2, Analysis of the First Field Research: Background to

Management Control Systems in the State Industry.

The information gathered during the first field research
with seven state industrial companies in Iraq, and reported
in Chapter two, together with the information contained in the
introduction to Chapter one, led the researcher to make the
following feasible recommendations for the improvement and
development of the Iragi industrial apparatus as a whole:

1. & general survey of management problems should be
made, including scientific studies of their roots and
causes, and of the influence of the historical and
social background. Iragi industry will ﬁot find
solutions to its problems unless the originé of these
problems are taken into account,

2, It is important that the basic axiom of "centralised
planning and decentralised execution" should be applied.

3, Contimious training should be given to staff and workers
to increase the level of expertise and competence, and
to create a supply of menagers with the skills needed
to carry out their jobs éffectivelyo

4, The Natioﬁal Centre for Consultancy and Management
Development, should be expanded and further enriched
with specialised personnel. This will give it more
‘authority to serve and ad;ise in the different
managerial fields, Thus it would aid the National
_op§?nisations in both a more comprehensive and a more

specific way.

(296)



5. The long-term solutions to the problems of the
management apparatus must be the subject of a
scientific plan divided into various stages.
fhe first stage should propose the solution to
the immediate problems. This would encompass
recomuendations for exact job descriptions and
for the application of training prozrammes etc.
In the long term school and university curricula
should be reviewed, as it is essential that
education should consider the needs-of industrial
production, of the éervice sector of the economy
and of the overall develqpment of the country.

6. Emphasis should be placed on material and moral
incentives for workers throughout the national
organisations and a clear scheme should be set up
to establish a system of work assessment based on
studied stages, and an equal salaries and wages
policy related to the economic situation.

7. Clear scientific specification for jobs and the
qualificationé of employees should be established
in order to eradicate the influence of prejudices
among the workforce. Thus, those most suited for
particular jobs would be selected irrespective of
personal feelings or moods., This would bring greater
reliability to the system of job assessment, and
through the right person being given the right post,

,\\
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would also create a sp'irit of Jjustice in the organisation.

8. A working plan should be provided for each depaxrtment;
it should be divided into stages while remaining flexible
enough to allow for sudden problems.

9. Attention should be paid to comparative scientific
studies of conirol systems and rules in developed
countries and in Iraq.

10. A policy should be pursued of strengthening good human
relations and directing them towards the service of
rroductivity.,

41, . Opportunity should be given for low management levels
to participate in decisions thrbugh comnittees and
general meetings. This would enable correct decisions
to be made and would give the lower managers a chance
to develop their abilities and be prounoted.

412. Attention should be given to influencing menagers so
that they become more positive and creative, and
develop a sense of respdnsibility for their work;
this would eliminate the carelessness and lack of
interest assocliated with a. negative attitude.

43. If local organisations are made more independent,
problems associated specifically with a particular
region and the organisations working in it, could be

' more easily dealt with. Decentralisation could also
help promote good human relationships and a general
awareness of personal responsibility, and could

facilitate the 'definition' of authority and
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responsibilities,

14, The managerial structures of all industrial
companies should be reviewed so that duplication
of responsibilities is minimised and the structure
is sufficiently flexible to meet demands made by
unforseen changes. This could help to :

(a) decrease the overall size of the managerial
appératus and its attendant costs,

(b) decrease dependency on routine,

(¢) create simple and good méthods of communication
between the leadership and its subordinates,
and between the subordinates themselves,

Successful communication would allow the objectives
of the company to be fully clarified and would
guarantee that they were understood by those at the
lower levels, It would also encourage top managers
to consider the needs of lower level of manageument
and the workforce,

15, The tools of control systems should be modernised,
control systems should be more widely used and more

importance should be given to them,

3. Management Control Systems

The first part of Chapter III discussed in detail; management
control systems, techniques and training, The second part
explained the managerial processes of the U,K, nationalized
industries, and also considered the ideas and experience of

management in State~owned enterprises in Eastern European

Countries., The conclusions of the discussion are:
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- An organisation is seen as a reflection of natiopa;
political thinking, which is largely concerned with
co-ordinating tésks through the use of legitimate
authority., An organisation is based on the funda-
mental, and usually implicit assumption, that the
behaviour of people is logical, rational and more-
over within the same system of rationality as that
used to formulate the organisation. People are
thought of as the means by which obJjectives are
accomplished, The distinctive qualities of modern
organisational theory are its conceptual analytical
basis, its reliance on empirical research data and its
integrated nature., These qualities presuppose the
vassumption that the only meaningful way to stu&y-
organisation is to study it in terms of a whole
system., As to the purpose of organisation: one must
conclude that organisation helps people to work
together effectively towards the accomplishment of
specific goals. It unites people involved in inter-
related tasks, For work to'be fully effective, a
manager must know what specific activities he is to
msnage, who is to help him; whom he should report to
and whb should report to him. In addition he should
understand the structure of the entire group working
together, his own place in it, and the official

channels of communication. In brief, organisation is

N

N
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essential to gocd management, without it managers

cannot function properly, and management control

systems become obsolete,

A control system is a means of bringing performance

into conformity with planned action. According to

T. Jerome,

Control has one purpose and that is to act as

a catalyst for lower management. A control
system should be open-ended and emphasis

should be on how to stimulate imagination and
not how to force compliance, lanagement control
should be concerned with balancing of the organ-
isational parts into a harmonious whole, (2)

R. Mockler admits that,

Despite the diversity of control tools and
situations, the basic approach in using these
tools and dealing with each control situation
is the same.(3)

He adds that the management control process should:

1.

2.

3

4
Se

Diagnose the situation in order to define the
problem and the method for dealing with it.

Examine the control problem and review the
facts in order to find the key factors affect-
ing the problem and its solution.

Develop tests, and evaluate alternative control
tools and systems, and ways to implement them.

Exercise control.

Prepare a written report if necessary.

Financial control ensure that the business enterprise

operates within the funds available. The first step

is to create a budgeting system where the costs of

operation are estimated annually far ahead of time,

This is an excellent method of control, because it

\
\
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reviews the facts related to future operations and
requires a justification of the need for these op-
erations. Real financial controls begin to operate

when there are funds available for spending, Funds

are allocated to the various departments of the Company
on the basis of their needs. When money is about to be
spent actual control is exercised through auditing.
Regulations on procurement guide funds judiciously.
Auditors and accountants should be highly trained
technicians. The maintenance of efficiency in financial
control depends on success in training and motivating
subordinates,

Information is the lubricant of the contrcl system. It

is the vital force upon which the organisatien depends.
Methods of providing it include teaching, communication
and co-ordination. On thé tne hand the provision of
information involves formal reports that deal with the
causes and solutions of certain problems in business, or
control reports that review trends. On the other hand,
the provision of information includes merely informal
talks. Whether formal or informal, information should
relate to trend comparisons and should be limited to crit-
ical factors.

As for training, it must be the polioy of the Board of Direc=
tors to see that the importance of management development
is recognised throughout the Company, as the British Central

Training Council stated, It will be the particular respons-
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ibility of the senior executives to keep under review

the training policies of the organisation as a whole,

Aéainst the background of rapid technological and social
change, managementtraining and_develoPment should be regarded

as aAconfinuous process applying to all managers, both as

individuals and -as members of a team.

-~ In the western developed countries, firms make decisions by reference
to the profit-motive; in the Bastern Socialist Countries all
decisions must be based on and conform to the pian. This
generalization, while not wholly accurate*, does underline
an essential difference between the systems, even if con-
siderations other than diréct profit expectations do in-
fluence the actions of managers in the west, and profit
expectations do affect to some extent the behaviour of managers
in the Eastern bloc.

- For instance the primary task of a Soviet manager, as We_have
noticed in Chapter fhree, is to fulfil the plan, or more
striétly plans, since he is judged and rewarded according to
a number of plan indicators,

= The role of the budget is "in all countries" to transfer
resources, in accordance with government decisions, from one
part of the national economy to another. The Eastern
Socialist Countries are no different in this respect. However,
the relative importance of the budget is very great there,
because of the direct responsibility of the state for the
bulk oﬁ_gconomic life,

#*It does not appl&, for instance, to most nationalized industries
in the west,
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We could conclude that thé pressure to reorganise in
order to keep up with the complicated progress of technological
advance, will be great in the next decade, As the rate of
technology increases, the tools of control systems will become
increasingly important, It is doubtful whether many companies
in the futufe will be able to swrvive without major changes in
production methods and the maintaining of a skilled work-force.,
Managers who want to face change with confidence have to keep

in touch with up-to-date management knowhow.

Y4, Discussion of Findings in the Irag Cement Public Company

The empirical research in the Iraq Cement Public Company
showed that the Company suffers from serious deficiencies
in applying knowledge of management controi systems.

These deficiencies may be summarised as follows:

1. The Company suffers from lack of training
and a lack of appreciation of the benefits
of training programmes by top management.

Besides this, there is no training office
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in the Company, and most of the managers in fhe Co@any
emphasised the need and importance of training, while
about half of the respondent managers mentioned thei;'
interest in receiving their training abroad. This result
not only indicates that the managers feel there is a
serious shortage in training, and that they are interest-
ed in overcoming this shortage, but it also implies that
they have little confidence in the method and efficiency

of any training which could be given in the Company or in

the country. For instance, the National Centre for Consult-

ancy and Management Development is considered td be the

biggest, most experienced and best equipped Centre for

managerial training in Iraq, but even so, only 20
xespondents out of a total of 72, preferred to have their
training in this Centre,

Mcst of the Company's managers complained of insufficient
authority and influence. Their responses showed that the
responsibility they held was much greater than their
authority. Also the degree »of‘ actual authority of the
respondents' superiors and degree of their perceived
influence, mean that managers always tend to believe that
their superiors have more influence and authority than
responsibility, especially when the superior is in‘ the
first echelon. This means that there is high authority
and perceived influence concentrated in the hands of top
management, This situation would cool the enthusiasm

of middle and lower management, and decrease their
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initiative and confidence in their abilities,

The responses of the respondents showed that the Company

Anformation system is not efficient; since the majority

of the respondents indicated that they do not have

en_ough information to enable them to function px-operly

in their jobs, and mentioned areas where they need more
information. Besides this lack of information, more than
half of the respondents indicated that the higher levels

of management followed rather an authoritarian policy,
although we found that the Company used reasonably

ocorrect channels for giving information to and receiving

it from managers. Only 12.5% of the respondents believed
that there were too many formal information systems avail-
abie to provide feedback. Without feedback information,
managers cannot compare targets with actual perfomrmance,

and then take corrective actiocn where deviation occurs.

The researcher found that there were no serious studies

to provide the Company with a formal information system to
sult its objectives, nor was there any serious appreciation
of information systems by top management, who mostly provide
authoritarian leadership, and prefer full information to

be supplied only to certain levels of the Comany. As a
result we can say that influential managers are significantly
different from non-influential managers in the amount of
infomation they find available to assist them in their work.
The accounting system, especially the cost control system,
is not helped to fulfil its task of producing accurate

costing at the right time, because the Company, up to the
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time when the research was mﬁde, had no standard costing
system, This, the Maneger of the Accounting Division
attributed to the lack of competent cost accountants,
Further evidence of poor performance in the cost control
system is that about half of the respondents either never
prepared reports on their cost control or answered that

they did not know how often they prepared reports, and
similarly most of them either néver prepared a report on
their subordirates' cost control, or did not know how often
they prepared such reports. This result indicaterd clearly
that a good percentage of this Company’s managers do not .
know how efficiently their subordinates handle the costs for
which they are responsible, ax"xd this means they have a loose
control over their subordinates' performance. This deficiency
in the Company system is considersd one of the main reasons
why the Company accumulated losses,A as shown in most. of At.‘.ze final
general balance sheetsin Chapter II,

About half of the respondents do not use budget committees,
which means that there are no serious studies on budgets,
and that the Company's policy tends to be bureaucratic in
nature, Again only 14-mana,gers have a free hand to get on
with their own budget, which indicates a high level of
centralisation of authority, and si.milarlj only '29 managers
believed in using budgetary and planning as a means of
mofivating their staff, which indicates how much budgeting
and planning can mean to the staff. We also found that only

15 manégers knew the return on net capital employed by their
AN
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Company last year, |

Although the research indicates that there is quite

a good exchange of influence among managers at the

same level of management, this kind of influence could

be described as a sort of co=cperation or social influ-
ence, stemming mainly from the social and cultural
structure of the Iragi pecple, who tend to work together
for a long time, On the other hand; we found that the
influential people in the Company are few and concentrated
mainly at a high level of management. This influence in
business was found to be connected with authority, sirbe
middle ard lower management were discovered to suffer from
the lack of a degree of authority equal to the degree ofi

their responsibility.

‘Over 96% of all the respondent managers indicated that

the Company would achieve more if individuals' formal
responsibility, formal authority and formal accountability
were more clearly defined., This very high percentage
gave a clear indication of the lack of proper def:;.nition
of responsibility, authority and accountability, due to

a lack of properly formulated job descriptions for each
post. This means that the Company structure is inadequate.
Alm-ost half of the respondents were not sure about the
limits of their responsibilities;, and we found, moving
down the managerial hierarchy, an increase in the
percentag“e.‘of‘ "Less clearly defined responsibilities”,

When there is no clear-cut definition of the managers'
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‘ responsibilities, the information given to Campany staff

will tend to be less predictable’.+ This and most of the
other sho;*tcomings mentioned above were the result of the
gbsence of known and written management control systems
suitable to the objectives of this Company.

Only 10.75% of the respondent managers have a "good
influence" on fhe majority of the Company's activities.
Another point is that almost all of the respondents felt
they should have had much greater influence than they had
in their unit and in the Company as & whole. This
situation emphasises the need to reassess unspecified

Jjob descriptions, and to have more flexibility regarding
the concentration of authority by top management, and to
adapt the principle of "putting the right man in the right
place", if the Company is to achieve manpower satisfaction.
To obtain this sort of satisfaction in Irag, a very complex
solution is required. In the researcher's experience,
when Iraqi managers feel that their superior is‘ Jjust, and
has all the required qualities of a leader, then dissatis-
faction is much reduced. To understand this attitude in
present-day Iraq,bwe have to realise that at the root of
it lies a distrust towards superiors, bred by several
centuries of untrustworthy rulers. Only by considering
all the factors which have shaped the current sténda.nis

of the Iraqi people's social behaviour, can top manage-

ment hope to overcome all the managerial problems and

+ Please see No. 3 above,
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other shortcomings, mentioned in Chapter IV in the
analysis to the answers to question 8 in the Manage-
ment Control Systems section and question 11 in the
training section. This alone will ensure the best
possible satisfaction of the work-force, conducing
to raised productivity and increased prosperity for

their organisation.

The empirical research in Chapter IV assesses four factors
and. their interrelationships, namely:

A, The extent of any difference betweecn aﬁthoritx

an@_pcrceived influence,

We found af'ter analysing the responses of the respondents,
that there is a slight difference between authority and inf'luence
among the managers of this Company. This mcans in general that
perceived influence was not higher than practiced authority,
except at top level management, where high authority and

influence were both maintained,

B. The extent to which the lack of appropriate

training had led to lack of improvement of

management information systems,

Analysis of the managers' responses regarding training
indicated that there was a serious lack of appropriate training,
and as we found that only 13 managers had attended management
information programmes, we could understand the strong correlation

between these two factors,

AN
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Co The level of satisfaction with current control

systems,
We found that 79.2% of the respondent managers were

completely dissatisfied with current control systems in the

company,

D, The relationship between influence and the

obtaining of information.

The research showed that only 10.75% of the total
number of managers in the Company had "a good deal of
influence" on the majority of the Company's activities, and
énly 12.5% of the total number of managers believed that there
was toé much formal information in the Company. A clear

relationship between these two factors was found to exist,

5. Comparative Study

a) Section One

In the first section of Chapter V, a comparison is made
between the principles of Management, and Management Control
Systems, discussed in Chapter III, part one, and usually
taken to have universal applicability, and the practice of
Management and Management Control Systems presented in Chapter IV,
The first major finding is that practice at factory level does
not conform to the acceptéd principles.

However, it is recognised that these principles have been
published by authors from western developed countries, while
the practice described is that of Irag. The next question to be
considered is, therefore, the sigﬁificance of this mis-match -

between principles and practices. Does practice in Irag simply
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fall short of a theoretical and practical ideal because of
ignorance cr lack of experience? We found that the environ-
mental elements, and especially the cultural context within
which managers have to operate in Irag, do not in fact correspond
with the life and experience of managers in developed countries,

The comparison between principles and practices concent-
rated on these following areas within the framework of Management
Control Systems,in order to point the way in which the I.C.P.Co,
should develop: training, cost control,linfluence and authority,
satisfaction, information, power and bureaucracy, responsibility
and accountability, reporting and organisation.

Current practice in the Company could be considered
generally unsatisfactory, but this practice should nevertheless,
only be developed after careful consideration of the influences
stemming from the envirornment, It is essential to adapt
medern principles and management knowhow to suit the environment,

and the transition must be tackled through a better understanding

of the present position,

b) Secion Two

The second part of this Chapter draws upon the information
about the managerial and economic systems in Iraq presented in
Chapters I and II. It examines their effect upon the managerial
task, comparing them with practices in the State-owned industries
in Eastern European Countires. The second main finding of the
Chapter is that while these systems have effect at the level of
industry-wide policy—making, they do hot have an immediate

influence at facfbry level,
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SUMMARY OF CHAPTER VI

This Chapter is the conclusion of the whole-thesis,
and illustrates the complexities of the last five chapters,
These chapters presented an integrated view of management
control by focusing in Chapter I on the nationalisation
policy; on how the cement industry was established in Iragq,
the position of the public sector in economic life, and the
attifude of the public sector towards management.

Chapter I could be considered a summary of the background
of Iraqi industry from the standpoints of management and
economiecs,

Chepter II was the result of field research in Iraq, of
interviewing several Iraqi managers in seven different indust-
©ial state camnpanies. These compénies were selected from the
five dominant qualitative Industrial State Organisations, in
order to obtain comprehensive background information about the
Management Control Systems in Iraqi sféte industry. . Discussion
- focussed on these subjects: the current objectives of the
company, management structure, budgets, control reports, cost -
control, information systems and how problems concerning the
efficiency of the campanies were investigated., The research
disclosed a seriously low productivity level, and an accum-
ulation of losses in almost all the companies included in the
field research. This result reflected the lack of skilled
manpower in both technical and managerial aspects; the
deficiencies of cost control and information systems, and

generally inefficient systems for control. The purposé of
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this Chapter is to present an accurate picture of the
current managerial situation and the standafd of Management
Control Systems followed in Iraq State Industry és a whole,

Chapter III contains twb parts, the first one is an
analytical survey of the literature on Management Control
Systems theory., The second part explains the managerial
Aprocesses of the U.K. Nationalised Industries, and discusses the
ideas and experience of Management in State-owned enterprises in
Eastern European Countries. This enables inferences to be drawn
from the difference between what is generally accepted in
Management Control theory, as presented by British or American
authors, and the practices tested by the researcher in I.C.P.Co,
at factory level, and then at the level of industry-wide policy
" making, and recorded in Chapter IV, .

Chapter IV deals with the main field research in I.C,P.Co,;
and the findings stemming from the responsés of managers to the
presented questionnaire, which was designed to test the current
Maﬁagement Control Systems and the training level in the
Company., It revealed that there is a lack of good systems for
control, and of sufficiently trained personnel, As a result
of this, most of the respondents showed dissatisfaction with the
present control systems in the Corﬂpany° The empirical research
presented in this Chapter assessed four factors and their inter-
relationship, namely:

(2) The extent to which there was a difference between

authority and perceived influence,

(b) The extent to which the lack of appropriate training
\ .
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had led to lack of attention to the improvement of
management information systems,

(c) The level of satisfaction with current control
systems,

(@) The relationship between influence and the obtaining
of information. |

Chapter V focused on the comparison between the principles,
drawn from a survey of the literature on Management Control Systems
(Chapter III), and the practices of Management Control Systems
revealed through the empirical research in I.C.P. Co. (Chapter IV), -
After assessing the comparisons, we found that the practice at factory
level couid be considered generally unsatisfactory. The second part
of the comparative study draws on information about the managerial
and economic systems in Irag presented in Chapters 1 and II. It
examine: their effect upon the managerial task and draws a comparison
with the situation in the State-owned enterprises in Eastern European
Countries, The finding in the second section shows that here the
differences are much smaller.

The comparison between industry-wide policy-making in Iraq
and the experience of Eastern Eurcpean Countries in this respect,
concentrated on these areas; central plénning, authority, profitability
trends, and environment.

The finding of this second section is that the differences
between practiées in Irag and in State-owned industry in Eastern
Europe are much ;maller than the differences discovered in Section one
between Iraqi practices and the commonly accepted principles of Management

and Management Control Systems,
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The central problem, reflected in the specific recommendations
recorded in the separate Chapters and summarisea abo&e, is the need
to improve the attitude of the work-force and their ability to
co-operate, and this holds good both for the 1.C.P.Co. and for
state industry as a whole., Positive co-0peratipn among workers
and management, can only be achieved if the authoritative bodies
iﬁ the Ministry of Industry and Mines first consider the environmental
influences in order to understand the present Situation better. Modern
know-how can then be adapted to the needs of Irag and a situation
created in which balanced control can exist, in which compliance can
be combined with creativity, and co-ordination yith efficiency. The
specific recommendations in this work are put forward as means to

this end,
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APPENDIX A

EXHIBIT ONE AND QUESTIONNAIRE



EXHIBIT ONE

1. Does the orgamisation have clear objectives YES - NO
IF YES - what axre they?

2, Who sets the objectives?

3. How often do objectives chenge?

&, Does the organisation have a cleaxrly defined YES - NO
structure? '

IF YES - obtain a copy.

5. How often is the structure reviewed?
6, What purpose does the structure fulfil?

7. Whose regponsibility is it to monitoxr the success
or failure of the strusturse?

8. Does the organisation prepare a budget? YES = NO
IF YES - obtain a copy and/or find out,

9, For how many years ahead is the budget prepaxed?

10, Is it coputer-based? X YES - NO

1‘& Is there a manual to help mansgers construct YES - NO
the budget?

IF YES - obtain a copy
IF NO < how do managers prepaxre their budgets?
12, Is the budget prepared by the organisations senlor
management or by their sccountants?
13, For a given department - say maintenence - who
prepares the department's budget? -

(1) The manager on his owm

(3i) The menager with his bess
1



14

950

16,

17,

18,

19,
. costs such as meterials?

20,

2.

22,

235

(331) The manager with his supexrvisors
(iv) The menager with the eccountant

(v) The mamager in comsultation with the
production supexvisors

(vi) The memeger is told by his boss.
How frequently axe control reports sent to the manager

of , say, maintenance?
Obtain a copy of the control decuments sent,

Does the organisation use standaxrd costing to control
engineered cost? , YES = NO

If YES who sets the standaxds?-
Preduction mensgement
the accountents
woxrk study officers
If NO - what is the system of control of engineered
costs = this year v,
last year

this yeex's costs

What other non-accounting measwres axe used to control

Whet other non-accounting measuxres are used to control

.dixrect labour costs?

What information systems are used to plan for manager
cost = such as maintenance, research, development,
quality control, technical, etc.?

Is there & decument, such as a mansgement plan, which
lists the objectives for such departmsnts. YES- NO

If YES obtain a copy.

Is thexre a document, such as a management plan, which
outlines how the supexrvisors and memagers in these

II



departments are going to set about achieving the
objectives?

24. Is each supexrvisor responsible for the costs under his
control?

o5, 1s there any system which enables each supervisor or
section=head or manasger to find out precisely what is
expected of him?

General

1. Which are the easiest costs to control?

2, Which are the hardest costs to control?

3. What information not currently available would be of

most use to managers?

L. Is exporting activity controlled with the same information

systems used or have different ones had to be designed?

If different ones are used obtain a copy.

Final question

If you were seconded to the organisation for a period

to work full-time on a problem in connection with making the
organisation more efficient and effective = what would the
problem be?
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MANAGEMENT CONTROL SYSTEMS

I em very pleased that you exe taking part in the study
called (Management Control Systems). This is an acadsmic
study prepared as reseaxrch fexr & Doctorate inm Business
Adminigtration, and is completely independent of both your
erganisation and your union., Information obtained vie this
Questionnaire or oral interview will be treated in strictest
confidence, as it will be presented withim a Doctorate
dissertation, in such a manner that it will not be tracchle
to any individuel,

Plecase complete the encloesed Questionnaire ag honestly
ag you can, If you have any deoubt in angwering any particulax
question, please loave that question and snswer the next onec.
After ﬁhé completion of the Questiomnairs I will try to clexify
any questions which have caused &ifficulty.

Tomoxrxrow I will return to collect the completed questiommaire.

Thank you,

The reasarcher,



G UESTIONNAIRE

Basic Questionnaire

Flease answer the following questions by placing

a tick in the most appropriate box,

Qo1.  What is your present grade?

4.
B,
C.
D.

E,

Supervisor

Manager of Department

Manager of Division

Menager of Factoxry

Genersl Manager or his assistant

Q.2, How many years have you been in your present grade?

A.

D,

Under 1 year
Between 1 and 3 years
Between 3 and 6 years

Over 6 years

Q-.3. How many years have you been in your Organisation?

A,
B,
C.

D,

Ao
Co

B,

Undexr 1 year
Between 1 and 3 years

Between 3 and 6 years

Over 6 years
Qoleo  What academic degrce do you hold?
Elementary B. Intermediate
§econda;y EI D, Diploma
BSc./BA F. Higher than
BSc/BA.

Q.5, Into which broad category does your work f£all?

Ao
B,

Co

D,

Marketing or sales
Production

Services to Management (i.e. Accounting,
persomnel, etc,)

General Management
I

OO0

00

100

B
I

00 o

]

a[ulsllin]
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Questionnaire about TRAINING

Q.T.9 (a) Have you attended any Training programme?
"Please tick the appropriate box" Yes

! , No

. (b) If yes, approximately how many training programmess

have you attended?

1 -3 L =6 7 = 10 | More than 40

(Please tick the appropriate box)

Q.T-2 Did you attend the Training progreamme(s)? |

A, On the advice of your supervisox?

B, On yowr own initiative?

C. Arranged by training office?

P, On advice from someone el@e? F_-j '

E, On advice of a colleague?

F, On advice fram outside your employing Organisation? g
(Pléase tick one or more)
QoTo3 VPlease write the type of training programmes or courses
which you have attended, in the box opposite the type

concerned.,

A, General Management Course

B. Manggement Information System

C. Specialist Technical Course

D, Any other Course,
(Please tick one or more)

Q.To4(a)Which type of course do you feel you currently need?

A, General Management Course

B. Management Information Systexh _ L__;
II



C. Specialiast technical course as it applies
to your present duties,
D. Any other course

(Please tick one or more)

(b) How long would you choose this course to be?

(Tick one).
A. One day
B. One week

C. Between {1 week and one month
D. More than 4 month and less than 6 months
E. 1 year
F. More than 1 year
Q.T.5 Where would you like to have your training programms
to be held? (Tick one).
A. Abroad - state the country -
"B, In Iraq
C. In the Training 0ffice in your Organisation
D. In the National Centre for Consulting and
Management Devel;opnenf |
E. Any other training centre
Q.T.6 (a) How much influence do you have to obtain the training
you want in Q.4?
(Please indicate in the scale your influence degree)

1 2 3 4 5

[ i A A

B
None great deal

III
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QoTo7

Q.T.8

QoTo9

(b)

(a)

(b)

(a)

(b)

Do you have the authority to arrange for the ti‘aining
outlined in Q.T4 and Q.T57? | Yes E
(Please tick one) No @
Does your supérior have the authority to axrrange |

for the training outlined in Q.T4 and Q.T57

Yes

No

I do not know

ooo

How much influence do you think your superior has
on obtaining the training you have outlined in
QoT4 and Q.T5,

(Please indicate in the scale your superior

influence degree)
1 2 3 L 5

I ) 8 R
None great deal

Do you have the authority to arrange for subordinate

Training? Yes
(Please tick one) No

How much influence do you have to obtain training
for your subordinate?
(Please indicate in the scale your influence degree)

1 3 4 5
0

2
A A 1 [ B
None great deal

Indicate the sentence which is most expressive of
your feelings about the training outlined in Q.TL4
and Q.T5.
A, The training programmes will be useful to D

Iv



Q.T.410 How accurate is the following sentence as a description

me in the future

B. The training programme will be immediately

useful to me in my present job.

C. Many of my colleagues have attended training

programmes so I think I should.

of what happens in your Organisation?

"Staff who have attended training programmes

are promoted more quickly than those who have

not attended"

1 2 3 4 5

L ! [ 3 ]
strongly strongly
disagree agree

Q.To11 My superior is in that position because,

Q.To12

Qo Te 13

Ao
B.
C.

D.

He is more experienced than me
He is more qualified than me
He is older than me

Fox other xeasons

(Please tick one or more),

Do you have the infoxrmation to judge which is the

best/most suitable training programme to meet your

needs?

Yes

No

Do other people in the Organisation have better

information on which they decide the best training

for you?

Yes

No

I do not know

0oono

oo
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RToilk (a)

(v)

Is it somebody's job to decide the best training
for you? Yes

No

I do not lnow

If the answer to Q.T.14(a) yes, then, how often
does he discuss training with you?
(Please tick one)
Onee every month
Once every three months
Once every six months
Once a year

Never

o

ooooo



Questionnaire about COST CONTROL

QsCo1 Which of the following costs do you dixectly control?

~ (Please tick one or more)

Labour

Material

Machine use

Administration overhead

Others = please specify -

QQCOZ(a) Do you compare the actual costs incurred with a

standard cost which has been set? Yes

No

(b) If no is this because:

Ao
B.

C.

There is no standard
There is no actual information prepared
There is actual information prepaxred but

you do not see it

(Please tick one)

Q.C.3 How well do you control the cost for which you have

direct responsibility 7
1 2 3 L -5
[ - k| | | i’y
very bad very well

Q:Coly What is the source of the information which you used

to judge your own performance in Q.C.3? -

Ao

B,

My own ei:perience of doing the job,
My boss’'s view of how well I am doing

VII
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Q.C.5

QpCo6

QoCo7

C. Information supplied by other depts. -
acocounting, etc,
D, I compare my performance with that of

my colleagues.,

E, Others, please specify:

(Please tick one or more)
(a) Do you feel you have all the necessary information
to enable you to control the costs for which you are

regponsible? Yes
No

(b) If no, what sort of additional information
would be useful? (Please specify by ticking one or more)

1. Sort of information 2, Who should supply it

OJ
J
-

(a) How often do you yourself prepare a repart on your

control of cost? (Flease tick one ar moxe)

1 Daily 2 fieekly L1 3 Montmly
4 Annuallyg 5 Never J 6. I do not know

(b) Por whom do you yourself prepare a report on your

control of cost? (Please specify)

9 Yﬁur G. Mo 2 Your bosgs boss 3 Your boss
How often does your superior prepare a report on yowr
control of cost? (Please tick one or more)

VIIX

U

A

i

00 000

O0003d

U

B



1

Ea—
Daily L[] 2 weety [ ] 3 Montnmly
I Annually 5 Never [ 6 I do not know

Q.C.8(a) Does sameone other than yourself and your superior

prepaxre a report on your control of cest?

(b) If answer to Q.C.8(a) is yes:

Do you receive a copy of that repert?

Yes

No

YES

No

Q.C.9(a) Which of the following people express views on your

control of cost? (Please tick one or more)

Ao

B,

F.

Your factory manager

Member of your Board of Directors
Yowr superior

Your colleagues

Your subordinates

Other members of the Company

gopiou

(b) In respect to those you ticked im (a) can you indicate

how much the views which they express influence the way in

which you control cost?

Your factory manager .1 ? ‘? lt 5‘
Members of B.D. J 2 3 L 3
Your superior g 2., 3 lt' 2
Youx colleagues J 2,1 3; l'i 5n
Your subordinate g 4 2 4 2,
Othexr members of the N 2 3 4

a éereat

al

Col o
npany ‘lrgﬂle
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Q.C.10

Q-Ca 41

Q.C-12

Q.C.13

Q.Co ik

How often do you prepere a report on your subordinates

control of cost? (Please tick one or more)

1, Dadly [ J 2. Weekly 3, Monthly ]
bo Annuallyl ] 5. Never [J 6. I do not know
(a)  Is a budget prepared for your department, if you
have mrme, or your own activity if you do not have a
department?

1. My department

g0

2, My own activity
(b) If for your department, is the budget prepared:
A, By you
B, Byyour boss

C. By you and your boss togethex

oooU

D. By scmeone else

(Please tick one)

Yo what extent do you assist your subordinates when they

axre preparing their own budgets?

] 2 3 b 2
not at all

a great deal

Do you use a budget committee?
. Yes

L

No
Are budgets, (a) imposed on managers, for example, an
x% peduction in last year's actual, allowing for volume
changes is expected or (b) are managers allowed to get
on with their own budget, and it is; only when submitted
that it comes under review? (Please tick one).

A. Imposed , B. Free hand C. In between E

XO



Q.Co15

QR.C.16

Do you use budgeting and planning as a means to

motivating your staff? Yes
No

Do you know the return on net capital employed,

achieved by your Organisation last yeaz? Yes

No
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Questiomaire sbout Management Control Systems

Q.M.

Q.M. 2

Q0M03 ’

Suppose that members of yow unit expressed general
disinterest in their jobs, how much effort would you
be willing to spend to build up their interest?

(Please tick by ticking the appropriate point on the Scale)
1 2 3 4 5

11 A A A

None a great deal

How much influence do you personally have in determining

policies and actions of your colleaguss at your level of

management?
J 2 3 4 2
Nomne great deal

In general, how much influence do you personally have on

what the following groups, or persons, do in your Organ-

isation?
12 3 4
A, On what the General Manager does : :
B. " " " Board of Directors " ;2 ; &
Co "o " Member of the n1 ?i ? Jlf
Organisation as a whole does No a great
inf'luence deal of

-influence

QoM.4 (a) How often do the following people seck advice from you?

A. TYour factory manager n1 ‘? :? 1‘? ?

B. Member of B. of D. J. 3 & 7

C. Your superior v1 ,.2 3» IL n5

D. Your colleagues g ? ' 5; lﬁ' J5

E. Other members d g 3 4 : 7
Nevex very often



(b) How often do the following people seek assistance

from you?

4. Your factory manager .1 ? ? lt 5»

B. Member of B, of D. d 2 2 r 2

C. Your superior ;1 2 3 4 3

D. Your colleagues u 2 b 4 3

E, Other members J 2 3 4 A 3
never very of'ten

(c) How often do the following people seek instruction from you?

A, Your factory manager .1_ % ? z:. 59

B. Member of B. of D. ] 2 2 P 2

C. Your superior 1 2' ? lf ?

D, Your colleagues Q % 2 lﬁ 53

. E. Other membexs g 2 2 b 5
never very often

Q.-M.5 How often do you give information, concerning company mettexrs

to the following persons?

A. Your factory manager : 2 '2 lf .
B. Member of B. of D. 2 " 4 2
C. Your superidr ;? ? i lf 5[1
D. Your colleagues } ?L i ﬁ 3
E. Your subordinates i 2 2 {‘ 3
'~ F. Other members ] 2 31 Li’ 2
never very often}ﬂ.
QoMo 6 H@U of‘ten do the following persons give you information
concerning company matters?
4. Your factory manager ,,1 20 2 ﬁ. 5,
B. Member of B. of D, : ¢ 3 4 2
| C. Your superior : n1 2 ; lﬁ* 5
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QoM. 7

Q.M. 8

QM. 9

D. Your colleagues n1 i nj : t 5«1
E. Your suboxrdinates ,1 211 ? l,f' %
F. Other members ,.1 ‘9?1 3; lj‘i %

never very often
In terms of doing your job properly, the information you
receive is:

(Tick one box only)

]

A. Much more than you need
B. More than you need
C. Just what you need

D. Less than what you need

J U

E. Much less than you need
How satisfied are you with the present control systemns in

your Organisation?

9 2 3 4 5
I - N 3 -l

not at very
all satisfied

When doing your job, how much uncextainty do you experience

in regpect of your responsibilities?

(Tick one box only)

A. No undertainty at any time,
B, Occasional uncertainty
C. Some areas of uncertainty, others 0.K.

D. A lot of uncertainty

0000

E. Your responsibility is not defined at all,
so you work it as you go.

QoM. 10 When doing your job how much information do you have

to co-ordinate the effort of your unit?
(Please tick one)
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A. DNo information at any time
B. Occational infarmation
C. Some areas inadequate information, others 0.K.
D. A lot of information
E. All the information you need
QoM.41 How often are you held accountable for what you do?

(Please tick one in each column).

Formally | Informally

A. More than once a week

B. Once a week

C. Once a month

D. Once a season

Q-M.12 Do you think people in the Organisation, senior to you
have their responsibility: (Tick one box only)
A. More clearly defined than yours
B. As clearly defined as yours
C. Leas clearly defined than yours
Q-M.43 Do you think people in the Organisation junior to you
have their responsibility: (Tick one box only)
A. More clearly defined than yours
B. As clearly defined as yours
C. Less clearly defined than yours
Q.M.140a) This Company would achieve more if individual people's
formal responsibility was:
A. More clearly defined
B, Less clearly defined

Xv
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(b)

(c)

Q.M. 15(a)

(b) How often do you seek assistance from

L}

(¢) How often do you seek instruction

This Organisat‘ion would achieve more if individual
people’s formel authority wes:

A, More clearly defined

B. Less clearly defined
This Organisation would achieve more if individual
people’s formal accountability was:

A, More clearly defined

" B, Less clearly defined

How often do you seek advice from the following people?

uin

]

E

1 2 & :

A, Your factory manager , A ? Ny ?

B. Member of B.D. N 9 [] 1 A,

C. Your superior N L g 2 2

D. TYour colleagues ‘ \ A ° . 9

E. Your subordinates ' L 1 A Y

P, Other members . 2 i o .

never very

of'ten

the following people?

1 2 a
A, Your factory manager N 3;. ﬁ ?
Bo lﬂenlber Of BoDo il [ 1] n f
C. Your superior 8 . I . )
D. Your colledgues 2 g A A 1
E, Your suboz-dingtes 2 9 2 3 8
F, Othor members P 2 9 2 o

never very

of'ten

from the following people?

5

1 2
4. Your factory mansger 2 2 3
- Bo  Member of B.D, 2 3 . 2
C. Your superior : o N 2 o




1
D. Your colleagues 5 i 2 l.t JSL
E. Your subordinates ' . P " 5
F., Other membexrs 2 A ] ? 2
never very
of'ten

Q.M.16(a) How much of the information you currently use to do
your job is supplied by the formal information system?
(Please tick one only) .
A. Less than 10% B, Between 10% - 25%
C. Between 26 - 50% D. Between 51% - 75% B
E. Between 76% - 160%

(b) The percentage shown in (a) indcates that: (Please tick one)

B
L

A. There are too many farmal information systems L
B. There are about the xright number of formal information

systems,

jupn

C. There are too few formal information systems
QoMo 47 How much influence do you have over the development and

design of the management information systems in your unit?

1 2 3 4 5
none a great
deal

Q.M. 18 How much influence do you think you should have over
the development and design of the management infarmation

| - gystems in your unit?

1 2 3 4 5
none a great
deal

Q.M.19 How much influence do you have over the development and

planning of the policies and operation in your unit?
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QoL‘Io 20

Q.M. 21

QoM. 22

QoM. 23

Qoo 24

1 2 3 4 5
o ! i - N |
None a great
deal

How much influence do you think you should have over
the development and planning of the policies and

operation in your Unit?

1 2 3 4 5
None a great
deal

How much influence do you have over the development
and design of management information systems in the

Company as a whole%

: 2 3 4 2
None a great
deal

How much influence do you think you should have over the
development and design of management information syétems

in the Company as a whole?

1 2 3 4 5
None a great
deal

How much influence do you have over the development and
Planning of the policies and operation in the Ccompany

as a whole?

1 2 3 oo 5
[ . & 1 A il A
None a great
deal

How much influence do you think you should have over
the development and planning of the polcies and operation

in the Company asv a whole?

11 2 . 2 4 2
None a great
deal

VIIX



APPENDIX B

Charts, Tables and Figures




LIST OF CHARTS

1

3

LIST CF

3
&

L

S

10

11

Organisational structure of the Ministry

of Industry and Minerals.

Organisational Structure of the Public
Company of the Fertiliser Industry

Organisational Structure of the Public
Company of the Faper Industry

Organisational Structure of the Public
Company for ilechanical Industries in
Alexandria '

Organisational Structure of the Iraq
Cement Public Company :

National Income and per Capita Income
of Iraq.

Main Outlays of the Current Investment
Programme by Sector.

Appropriations and Disbursements of the
National Development Plan {1570 - 1974)

Comparative Table

App.

-

App.

App.

n)
()Y

Balance Sheet of the Public Company of the
Fertiliser Industry as at 31st March 1974 App.

Report about Control Processes of the
Fertiliser Industry

Quality Report of Fertiliser Industry
Company

Balance Sheet of the Public Company of
Paper Industry as at 31st March, 1974

Public Bata Company - Comparison Table

of Actual and Forecast Sales for 1973/
1974 with previous year

Public Bata Company = Leather Costing
Card

Balance Sheet of the Public Company of
Mechanical Industries as at 31st March

1974

App.

App.

App.

" App.

App.

App.



LIST OF TABLES

i2
13

14

15
16

17
18
19
20
21

22 - 31

LIST OF FIGURES

1

Present Production growth compared
with the previous year of the Public
Coampany of Mechanical Industries

(A) & (B) Losses and Different Sources
of the Public Company of Mechanical
Industries

Balance Sheet of the Public Vegetable
0il Company as at 31st March, 1974

Monthly Report for Machine Exploit-
ation of the Public Vegetable 0il

Company

Balance Sheet of the Iraqi Public
Spinning and Weaving Company as at
31st March, 1974,

Maintenance Form of the Iragi Publice
Spinning and Weaving Company

Manuf'acturing Card of the Iragi Public
Spinning and Weaving Company

Pelance Sheet of the Iraq Cement Public
Company as at 31st March, 1974.

Control Form of the Iraq Cement Public
Company

Raw Material Quality Control of the
Irag Cement Public Company

Shows in Cumulative Frequency
distribution, (which is used as a
Statistical Tool) the responses of

the Respondent lManagers of the Irag
Cement Public Campany on some guestions
of the Questionnaire in Chapter IV,

The Cement Companies before and after
the merger,

Overall Volume of Cement Cutput

~.The General Cybernetic Model of the

Error-regulating feedback system

9k

96

App.
App,

App.
App.
App.
App.
App.

App.

216

145

= 254



4 Relationship between Authority and 220

Influence,
Se Degrees of Satisfaction. 245
6. Percentage of Influence and amount of 256
formal Information Available. >

Job Description No. 1. on Financial Affairs, Manager's
Duties in the Public Company for

App. B.
Fertiliser Industry in Basrak,

i o 111



ORGANISATIONAL STRUCTURE OF THi PUELIC CQMPANY FOR FERTILISER INDUSTRY IN BASRAH

TECHIICAL

ARPTARS

ASST. SUFPZRVISO:
OF THCH. AUMIN,

TECHIICAL
G.J. ASSISTANT

-G 1975.

GENERAL MANAGER

ORGANISATION &
PRODUCTIVITY

SECRETARIAT
AND

SECRET PAVERS

CQL-ERCIAL
AFFPAIRS

FINANCIAL AFFAIRS

l l

I

A1 STRATIO!
WFALRS
| [ I !
bl | 110, LA | puason-
BERVICE| | REL. - NEL

ET(OLJCLTEON

v R P IAN, IUTERNAL cosT SALART =S
SALES CASHIER Acouird |AITING] | AcciTe. & WACES
PaOJ=ZCTS
1 e PURCHASIIG
& SIUDIES - _ | sousi- |
s QUlid VLS 115
| BUSGET STATISTS.
 LXPEITIES
OTORES
A
A X ‘
CORNTRCLLING LAINTENANCE .
CHART 2

Prepared by Organisation and Productivity Department

of the Public Cazpany for Fertiliser Industries,




ORGANISATIONAL STRUCTURE OF THE PUBLIC CQUPANY FOR PAPER INDUSTEY &2 1975.

ADIN.& COLIZRCIA
Go!de ASSISTANT

ADLIOINISTRATION

STORES

'"‘ 0 g " y ¥ LY N3 gty g
GENERAL MANAGER SECT A
SECT.PAPERS
N ORGAILS L& I
TRAININ
[ RODUTIGTY v
o . THCHNICAL
SINANCIAL AFPAIRS
G.M. ASSISTANT
CASHIER —
FACTORIES ENGTIIEERING OEVEL, LNGIN,
AUDIDING PrJenlis
[urores DOUGH :
ACTOULLS PRODUCT I BUREAU
L
SAL AL pEB I TROUSTRIE
W VACE 2L ODUCHIN? S ""] SAFALY
UG i PR i
HCOUITS T 153ETHG
R — ENCINEZRDIG |
O] QUALTTE] | Q._..is‘fm‘._- FLECTAICAL
% DUDG.T CONIROL e VAINTEIACE.
' Rw:c;\mi_J ~
o DLVELOE WATER
AIR
CONDIZION EQULRENT ELECTRIC
SALES PURCHASING : :
- AIR

EXTEINAL [

INI‘EHNALJ

r TILKSROATR

7

S |

N




ORGANISATIONAL STRUCTURE OF THE PUBLIC CQPANY FOR M:CHANICAL
INDUSTRIES IN ALEXANDRIA OF 1975.

L{OTOR CAR AFFAIRS

GENERAL MANAGER

BUREAU O -
GENERAL

— e G ST Eme P — o

MANAGER

T £ - . i rp TECHNICAL
ADMINISTRATION FINANCIAL COLERCIAL RESEARCH & oy
AVPAIRS AFFAIRS AFFATIR3 ' DEVELOBENT
‘ OFFICE
u—l ADMIN. ACCOUNIS | MARKETING || RESEARCH FLANNING |_|
PERSONNE] L cosTING | PURCHASING TECHNIGA] SNGINably |
] : ING AFP.
] AUDITING — STORES ! CHECKIIG CASTING {_|
ALVEXT- FhOD-
1 ISEMENT WCTION [
SPARES
||
]
| QUALITY
¥ CONTROL [ ]
b contiuL
MaTNT. [




BALAKNCE SHEET OF THE PUBLIC CQMFANY FOR THE FERTILISER
' INDUSTRY AS AT 34ST MARCH, 197k

I.D. I.D,
Fixed Assets Fixed Liabilitiecs
Nen-moveble Assets | 9,212,845 ||Capital 8,252,791
Stock held & work Financial Allcc-
in progress 301,368 || ation 2,519,850
Liquid Asseto Liquid Liebilities
Stocks & Decument- Creditors 1,040,700
ary Credit 1,114,329
DAPE, Crodit

Sundry Dsbtors & Accounting 35,835
balances due 1,418,108

, Ovexdraft 197,810
Cash in Hand and
at Bamk 336
TOTAL 42,046,986 || TOTAL 42,046,986

Table No. 5



PUBLIC COMPANY FOR THE FERTILISER INDUSTRY

AMMONIA UNIT General Report of Ammonia Unit Production Date:~-
7 - During the Month:- _
' Product Quantity | Working Conditions & Changes in Maintenance during the
Date Cap;city f‘roduot)ad Production Capacity During the Month Month
Tomne

Table No. 6.




P‘é&‘i&‘*’z COMPANY COF FERTILIZERS , I',0, BOX 74 BASRAH IRAQ

AMMONIA PLANT DAILY

PRUTICTICH

+QUALITY REBORT

s 1y pATERTAL BALANCE' SHEST

DATE-.ooo'o't-noccsIGET;ln05000

MATERIAL UKIT THSTRUMENT QUANTTT Y
1.G(FOR PROCESS) 5t /D FR-1103
¥.G(FOR FUEL ) = FR-1109+1110
. PROCESS AIR = FR~1104
WR (RAW WATER ) = PS5 ]125=(FS=5117)
VP (FIL. VATER )~ = FSe1126 ‘
WP (PRILUATER ) = FS-1124 i :
B,F,!. (POILZR WATER) ¥a/D FS-1122. |
$35(35K STEAIT) = FI-1115 ?
§16(10%_STTAL) = PS-1122 ;
53 (3K STEAY) - 751121
HEA = BY CALCULATION !
1129P02 = = '
E‘TQASO'} = =
pelds =2 i
=0 = =
{7y FOANTIG = =
orL 1/D =
: . 1,
POVES IJ/ D = ]
2SR l
_ALLIQ Ty ) /D Sm1499 [
:\3" GAS MH) i /D,7/D FR=1405
AQU TH %g/D FI-140
. :
. mUTAL M4 PRODUCTION Ze/D BY CALUCULATION
5"13, (g0 1DEISATT) /D FIC~1203-120
frmm
¢ e (10U PH_,..,O"'.D) 13/D PS-1200
in—""—'—(
: 'C"TRUTl SAS = FE-1404
- -
00, T0_UREL PLAET) = FR-1207
535\‘3%: STEAM ) = FSuiti7
3, IEIERAL
cAP,OF SEC.1100% 171, LIQ STORED
e - Y
(o, = = 1200% a)sY CALCULATION
for
; PLANKED CAP OF 1400% ) BY THDICATOR
CACTIAL = = =% ¥o,0F SHUT DOWHS
{ (ACT./PLAY,)CAP 4 CARD ISSUED
]f i, LIQ TO UREA(T) CARD CANCELLED
¢ aa 10 T A8, (T) PERIIT_ISS!
L,L’L;*f“ TO 8.5.(M )(m)
; i C‘,Ao 70 A.S.(T) }
REMARKS: = TN

24/11

N. -A./

TABLE No, 7




BALANCE SHEET OF THE PUBLIC COMPANY FOR THE PAPER
INDUSTRY AS AT 34ST DECEMBER 1974

IODD IODO

Eized Assets | Fisxed Liebilitiecs

on-moveble Assets | 18,435,363 || Cepital 18,514,701
3teclk held & work | Finsneial Alles-
in progress 2,790,155 || atien 878,340
Eiguid Azgets Liquid Liabilities

tecks & Deoumsnt- Il Cxreditoxs 1,724,508
Cxedit 2,768,673 |

| Diff, Crodit Alc. | 1,442,069

undxy Debtors &

alances due 890,548 || Ovexdraft 2,383,494
Cash in Hemd emnd
at Bank 25,373
TOTAL 24,910,112 '[LTdrAL 24,910,412

ggble No, 8




THE PUBLIC BATA CQMPANY

Camparison Table of Actual and Forecast Sales for 1973/74 with Previous Year.

Actual Sales Sales Figure (I.D.) 1973/74 Percentage of Percenteage
- 1972/73 Actual Sales 'Difference
to Planned from 1972/73
Plamned Actual (Forecast)
3,116,702 4,362,600 4,585,299 105% + 4%

(i) The annual Report of the Ministry of Industry & Minerals does not mention
final ascounting for the Publ:’i.c Bata Company. Above Table is from the
same source P, 102, showing méa.rketing of actual producticn more than
the Plamned (Forecast). This, indicates that the Company have sold

most of last year's stock.

Table No, 9




BALANCE SHEET OF THE PUBLIC CGMPANY OF MECHANIGAL INDUSTRIES IN

ALEXANDRIA AS AT 39ST MARCH, 1974,

I.D. I.D.
Fixed Assets _ Liebilities
Lend 5,532 || Auth, Capital 10,794,987
Constructions & XJ Resexrves & Finan.
Building 4,354,031 || Allocation 3,830,788
Verious Machincs 5,381,269 || Profit & Loss (384,863)
Vehicles & Furn- Loans 2,876,923
iture 500, 748
_ Credit Payment 1,814,825

! Peols, Spare Paxts
& Equipment 146 444 || Creditors & Credit _

Bel ances 1,928,820
Sugpended Incows Exp. 254,662

Unpaid Amounts - 88,306
Goodwill Assets 7,409 '
Projectes under Constr. 742,263 r
Total Fixed Asscts 11,361,358
Depreciation 1,146,038
Liquid Assects
Cash in Hand & at Bank 947,620
Sundxy Debtors amd
Balences due 2,503,218
Decurentaxry Credit &
Commedities 288,044
Stores Assets 4,766,538
TOTAL 20,952,786 || TOTAL 20,952,786

Table No. 11




BALANCE SHEET OF THE PUBLIC VEGETABLE OIL COMPANY

AS AT 34ST MABCH, 1974. :
IODO IQDO )
1 Pixed Asscts Fixed Liabilities
Non-movable Assets 75,950,973 | Capital 3,367,692
Re 6 6
Stock held & work >8erves 2,675,38
in progress 301,368 Financial Allocc. L, 977,894
Long & Medium
Texm Loans 202,323
Liquid Assects Liguid Lisbilities
Stocks & Document- Creditors 2,864,299
Credit 6
=y 15296 4 Diff. Credit 4/c. 518,868
Loans 110,000 | e rdrart 4,076,870
Sundxy Debtors & ’
Balanceg due 2,258,308
Cash in Hand and
at Bank 3,637
Investments 20,000
TOTAL 18,683,252 | TOTAL 18,683,252

‘Table No. 1)




Table No. 4 ‘ THE PUSLIC VEGETATLE OTL COMPANY

SWAARY MONTHLY RSPORT FOR MACHINE EXFLOITATION FOR THE MONTH.cseseasscocas

ons SCAFS DA EGERTS CasLiTICS . IND.FRINTING CARTONS AND BOX:S
DETAILS ) : Central CROSS
) Rashid | Maamun | Plastic| Rashid |Mawmnun | Anin [fashid [Maanun [Coametics| Alunin. | Cartons | Cans | Rashid | Maarun | Rasidd ( faamun] foxes TCTAL

Total Hours Availsble
Total Hours Vorked

Total Standard Hours

Total Hours hasted ]

icrecentupe Used
Pirst/Stopoares 100

101 lio Demand

102 No Huw lluterials

103 No :at. in Product.

1C4 No Lablour

105 Yaiting tor Tools

106 Cleaninz & - Oiling .../c.
uled b ain\,er‘ance

107 Sc

1C8 Chinging Pro:iuction

109 Fro p:u‘ing 1 for

111 Awaiting lty. Control

112 Chcc, m.. 5 wm.nc

1413 Production llaterial
unsuitsble

ccond/x olidays 200

PLos ice in llichines
|

202 bklectriciwn in lachines

<03 Chemist in lachires ‘ .

204 Power Feilure . .

205 Steum & uwater Failure

f

Joll DU0IEAGIS 1 I ’
iciency N : '1 T f
! |

3 EXFLOITATION jlage. i i




BALANCE SHEET OF THE IRAQI PUBLIC SPINNING & WEAVING

=

OOGMPANY AS AT 34ST MARCH, 1974

Io Do IoDo
Fixed Assects Fixed Liebilities
Non-moveable Asgets 2,717,084 Capital 1,220,579
: Resexrves LE5,840
Stock held & work
in Promss 298329845 Finmcial- AllOCQ 1397‘4‘90‘@.5
Long-term loans 2,227,535
Liquid Assets Liguid Liabilities
Stocks & Decument- Creditors 538,181
ary Credit 1,884,545
Diff, Credit A/c. L4 ,225
Sundry Debters &
balances due 456,659 | Overdraft 1,570,445
Cash in hapd emd |
at Bank 146,720
TOTAL 8,037,820 TOTAL 8,037,820

TABLE No, 16.




Table No, 17.

THE IRAQI PUELIC SPINNING & WEAVING CQMPANY

No.: Maintenance Depaxrtment Order

Date:

From:

Please repair this matexrial To:

Machine | Machine| Specif, of Material
Sequence Model No, Requiring Repair Remarks
Depaxrtmental Heed:
The above matexrial repaired on:
By Technical Werker No.:
(Signature)

Forma No, F.0./533

Factory Mansger.

October, 1967,




Table No. 18,

STATE ORGANISATION OF SPINNING AND WEAVING

THE IRAQI PUBLIC SPINNING AND WEAVING COMPANY

No.s
Newme and fuéxcti@n of part: Menufacturing Caxrd:
Paxt No.: Ordex No.:
Ordex Date:
Originating Dept.: Costing Centre: Paxrt No,

’gartial (_unount 'Whole . Amount
' Fils

IODD Fi]-s IODO

=

1. Coat _of Mntexial used in Production &
: ' Unit
Mat., Mat.No, Qnty.used Unit Price {:

1o
20
30
4o
5

2. Workers' Wages
Ococwpation Av.Hourly Wege Hrs.Worked

ID/Files (i

1. Lathe
2, Sew
3. Welding
4. Cexpentzy
5
Mechines Hourly Machine Cost

1. Lathe

2, Saw

3. Welding

4. Mining

5. Cexpentry
4, Other Expense

Totel Cost

Cost of one unit: Stoxres Receipt No:
Date of Ceompletion: Woxrkshop Engineer
(1) I.D. = 1,000 Files,



BALAI\’DE SHEET OF THE IRA9 CEMENT PUBLIC CQMPANY

AS AT 34ST MARCH, 1974,

Lo, |

I.Do
First/Fixed Assets Fixat/Fixad,
Ligbilities
Non-movable Assets 6,087,433 | Capital 75258,445
Machines & Equipment 8,473,611 || Reserve 4,920,225
Tools & Sparc Parts 106,435|| Long=term loans 3,938,541
Vehicles & Transpoxt. 1,190,426 |
Purpiture, Clerical Total Fixed
Equipment & Books 260,760 [| Lisbilities 16,117,214
Suspended Income Second/Liquid
Expenses & Balance 372,135|1 Liabilities
Projects under con- Creditors & Cr.Bell 3,767,134
struction 3,609,667 Fin. Allocations 353,964
Depreciation 8,620,769|; Overdreft 770,434
Total Fixed Agsets 14,417,398f Total Liqu. Liab. | 4,891,529
[

Scc dauid Aggets
Stocks 4,449,598
Documentaxy Credit 923,123
Sundry Debtors and
Balences due 2,190,892
Cash in Hend & at Bank 341,578
Investments & Loang:
A - Dividends 566,451
B - Loans’ 180,000
Total Liquid Assets 9,594 , 342
General Total of Fixed General Total of
and Liquid. Asgets 21,008,740] Fixed & Liqu.Liab.| 21, 008 740

‘3 X LM - =1 [ R o~ — Rk | =

Table No,

19.




Table No. 20
Baghdad on: <=/-

STATE ORGANISATION OF CONSTRUCITION INDUSTRIES

IRAQ

Budget and Costing

Factory:

Date:

1.

2.

35

Production and Daily Supply & Balances

A = Cement Resistant Noxmal
T/K T/K

1. Production
2. Sales

3 | Balanoce

B - Clinker

1. Production
2. Expense

3. Balancs

Raw Materials Lime Stone Gypsun Soil Sand
/K T/K /K T/K

1. Materials

2, Expense

3. Balance

Factory Problems and Major Machine Stoppages
1.

20

3.

bo

Total
T/K

Iron Stone
T/K

(i) T= Tonne; K= Kilogram



1o

2.

30

Lo

5

I

8.

9o

10,

THE PUBLIC COMPANY FOR FERTILISER INDUSTRY IN BASRAH

FINANCIAL AFFAIRS MANAGER'S DUTIES

To swervige the accounts departmsnt and te emsuxe the effic-
iency of work amd porsomnel.

To allocate work end dutics to different departments ascoxding
to general intexrest.

To prepare the annual forecast budget for the Cempany in concert
with othexr divigional manasgers and heads of departmemt within
the committees excated for this purpose amd to follew the
exeoution of the budget, and supervise oxecdit espendituxe by
applying the xequired regulations,

To sizpewiee the finemncial affeirs of the Cempany amd ente?
in the rolevant jourmel 21l Linancial tramactions wh;ch hew
telon place = pl&menty recelpt, stores, procduction, salss,
agsets and liebilities - through xolevant deciments.

To pay salaxies, wages allecations, gifts, loens and othsr
exponges per regulations,

To swexvise the stock inventery ef the processes of the
Compeany emd verify stock levels per rogulatiens.

To supervise check lists mand tables and decuments before
spending, eand cngsuxe xolevent budget allecations,

To ehsck Company obligations and onsure theixr entry im the
Jjournel per regulations. '

To stﬁdy the problems of taxes and levies to be paild by the
Company .

To supervise the Balance Sheet, Cash Statements and finencial

and produstion situation in additiom to periocdical and seasoml



reports on fimancial and zccounting matiers.

49, To anelyse the annual budget and delayed account, and the
profit and loss account and present & point of view and
recommendations.

42. To supervige the organisation of the filing of decuments
specialiging in the accounts division and its departments.

13, Lny additionel duties required,

Job Descxiptien, No, 1.

11
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