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AGEMENT CONTROL: A CASE
VARIANCE ANALYsIs AS A TOOL FORAm“DUSTHIES IN NIGERIA.

STUDY OF FIVE SELECTED FO

Salman, R. T (Mrs%:l oo
Department of Accounting and Finance,

Faculty of Business and Social Sciences,

University of llorin, llorin, Nigeria.

Abstract o
The use of variance analysis as an accounting information is usually a problem confronteq

by management whether or not it serves as a control tool. This study tl'cf)?slf “;‘5’ ﬁ:;:gfnﬁ;?am
and shows how it serves as accounting information as well as fa the years (2001-2005 02 |
System based on output using five brands of 7 feet mattresses for d'ffy nce in test of e {2 1
reference table value of F4, 4, = 6,39, the study revealed no srgmf.rcant. (f) ke_re 16 B 01 ZQI.JaIlfy :
of the variances in all the brands for production unit: For L_Jnn’oam, Q.99, in, f' ’ p ! f’ 4.' and
Comfort, 1.0425. For sales too, there is no significance drfferencg in the test o equa-n‘y of variance
for all the brands, At calculated F4, 4= 6.39, Unifoam, 1.01; Okin, 0.83; Beta, 1.01; and Comfor_‘r
0.9. For test of difference in the means, T-test was employed. All the brands showed that there js 3
no significant difference (1.86, 0.14, 0.19 and 0.18 respectively). Consequently, the study proposed 3
among other things, that production departments of all brands should s'z‘nve to achieve It{ll 3
utilization of capacity. Also, management should not rely solely on accounting target/numbers in
evaluation of performance because a successful completion of operation comprises several
components that interact together,

Introduction

Cost control entails that responsibility centers should be identified with the standard cost
for the output achieved. Control can be achieved by comparing total actual cost with total standard
costs for each operation or responsibility center for a period (Drury, 2000). The standard costs for
the actual output for a particular period will be traced to managers of each responsibility center and
be held responsible for the various Operations.

Control over cost should be corrected through action at the point where cost is incurred. In

34
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Variance Analysis as a Tool for Management Control Salman, R.T. (Mrs.)

For accounting information to serve as a useful tool for control, it should provide an
accurale representation of capability of a process. Hence, the process managers will have the
ablllty_ and authority to control the components of the process (Harper, and Castellano 2000). The
question that readily comes to mind is ‘would variance analysis be able to provide this'? This study
attempted to empirically assess the above statement and its relevance. It thus focused on the
analysis of variances and how variance serves as accounting information for management control
tool. The following specific objectives were pursued in order to achieve this broad aim:

i, Examination of variance based on pre-determined and actual production likewise
sales.
i, Assessment of the homogeneity of the variances of all the selected brands.
ii. Evaluation of the mean of all the selected brands for both production and sales
(actual).
iv. Offering of recommendations based on the findings from the study.
The study is limited in scope, to the production and sales of five brands of 7 feet

mattresses for five-years (2001-2005) and concentrated on process in relation to production
capacity.

Hypotheses

In order to answer the research questions and achieve the purpose of the study, the following
research propositions in form of hypotheses were formulated and tested empirically. Let Ho be the
null hypothesis and H; be the alternative hypothesis.

Hypothesis 1
- Ho: There is no under-utilization of capacity in the production of all brands.
Hi: There is under-utilization of capacity in the production of all brands.
Decision Rule: Reject Ho if there is no under utilization of capacity in the production of all
brands. This is reflected in tables 1 and 2. Accept Hiif otherwise.
Hypothesis 2
Ho: There is no significant difference in the variances of all brands for production and
sales.
Hi: There is significant difference in the variances of all brands for production and sale.
Decision Rule: Reject Hoif F calculated is greater than F tabulated, at 0.05 degree of
freedom. Accept Hiif otherwise.
Hypothesis 3
Ho: There is no significant difference between the mean of pre-determined and actual for
both production and sales of all brands. .
Hi: There is significant difference between the mean of pre-determined and actual for both
production and sales of all brands.
Decision Rule: Reject Heif T calculated is greater than T tabulated at 0.05 degree of
freedom. Accept Hiif otherwise.

35
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o Analysis as a Tool for Management Control

Conceptual Clarrifications and Litorature Roview ciandards and bUOgets 10 Provids g,
Typically, management establishes accounting iho system and to motivate Peopl

indications of what they expect from those individuals ope;Eelfr'rf:l?ne d standards and budgets, Hence,
Management compares accounting results with the pr o taken depending on the direction of g
Where significant variance results, an appropriate action 1S

ses rest on foundation
varlance (Eccles, 1999). Standards, which can be used for t;ogtrfﬂ gurggmprehensive i u?;
properly organized, standardized method and procedure

system (Lucey, 2003). | o
y (C°°P¥3f (200)2) simply defines variance as the difference between what is expected ang

wari is is the process where

what is really received. According to Spafford (2003:2), ‘varlanCe] azg?jlﬁz Itheir cgnsmuem pang/
the difference between standard cost and actual cost is sub-a,nay with timely reporting shoul&
This means that evaluation or performance by means of variances, |
maximize the opportunity for managerial action. szt |

Variance can be analysed in process capability by the use Ofm?t?:Sgﬁilvgg?ﬁsi;ecogt{o" |
Deming (1993) states that statistical process control was developed by W. A. period |
|
|

between 1400 and 1600, to establish steps for the achievement of quality control in - production;
and to curb wastes in the use of material and labour. An Iwarere (ZOOQ) state that _the ex.te'nt fo
which actual result deviates from the planned figures is the level of positive or nggatwe efficiency
attained. Noah (2007) submits that performance evaluation is the process by which ”}9 mangge.rs
at all levels gain information about performance against predetermined or pre-established criteria
as set out in the budgets, plans or goals.

As a matter of facts, every firm, be it manufacturing or service, will usually set geals to be
achieved and further put in place some mechanisms in ensuring that the set goals are achieved as
planned. Hilton (1999) views that any good control system must contain the following three basic
parts: a predetermined or standard performance level; a measure of actual performance; and a

comparison between standard and actual performance. Without doubt, variance analysis is
capable of detecting the level of deviation if any.

Variance
The prominent among the variance relevant in this study are direct material variance,
direct labour variance, variable overhead variance, f

_ ixed overhead and idle variance. Castellano i
(2000) highlights likely variances that oceur in production process. They include the following:

Material Variance: This comprises of material price variance ang Material usage variance. These

measure the difference among the standard production material .
volume and the actual cost of materials, Drury (2000) def cost of the actual production

: _ Ines material vari
of the difference between the standard material cost and the quaﬂtitie:irflargc? eTsla meisurzngenn; {
used, the total variance should be calculated as the sum of usage and price alerial purchase i
Direct Price Variance: Drury (2000) defines dirgct price varian e anges,

Ce as the difference between the
antity of material. Direct material
COmparing the standard cost of

standard price and the actual purchase price for

i ) € actual qu
usage variance measures efficiency in the use of

Material, py
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Variance Analysis as a Tool Jor Management Control

Salman, R.T. (Mrs.)

N produced (actual production
nus ( actual matenal used muitiply by standard cost

material used with the standard material cost of what has bee
multiply by standard material cost per unit) m
per unit). Lucey, (2003) outlines the following as Iikely causes of matzrial vanance.
* Paying higher or lower prices than planned. This means the processing manager do not
have direct control on the price of materials to be used for producion of a certain product
Itis the demand and supply forces that can determine the price of 2 gven matsra! 2¢ any
point in time.
* Losing or gaining quantity discounts by buying in smaller or larger quantties #2n pizmred
The quantity of material purchased determines the price which e pursnzsng manager

v

will pay for @ material. The higher the quantty procuced the lowsr e orce because 2
discount is sometimes given to a purchaser as an incentive 10 buy morz.
o Efficiency / inefficiency of purchasing department. This shows the targzinng power of
purchasing manager in pricing a certain mates
* Buying lower or higher quantity than planned d
the purchasing manager as budgeted. If the prce ¢ matenial budast
what was budgsted for, the purchasing managsr d
e

»:l
L

This

I
quality matenal than planned.
* Buying substitute material due to unavailabilty of planned materal The purchasing
manager can decide to buy a substitute material when the planned matenial s not zvaizbie
in the market so that the production will not stop.
s reless handling; pilferage: During production process, some lzhourers especaly,
cheap labour was employed, do handle the materials carslessly.
 Purchase of inferior quality, changes in quality control. If materials of irfanior quaities wers
purchased, the purchasing manager is very fikely to use more materal man sxpac=c 0
the production. By so doing, the quantity of product producad wil be recuced. Moreso, #
there is a change in the quality control of a product, this a'so can kead © shor=age
increase in the quantity of the product produced. This depends on qualivcomtai 2 s
upward or downward.
Direct Labour Variances: Blocher (1889) defines direct labour vanancss as o dSsancs
between the standard direct labour cost of the output, which has besn produced ang o2 a2
direct labour cost incurred (standard hours produced multiply by standard direct labour 222 per
hour) minus (actual hour paid multiply by actual direct labour rate per hour). Thess comonse dact
labour rate / wage variance and direct labour efficiency vanance.
- Direct labour rate/wage variance:- Direct labour rate Wage vanance is dafnad by Druny (2000)
as ‘the difference between the standard and actual direct labour hour rate per hour for De ot
hours worked™. Drury (2000) and Lucey (2003) opned the following as possde causss of
wages/rate variance.
» Higher rates being paid than planned due to wage award. This usualy happens whan a
company uses casual workers who do not have fix salary. The labourers do sometmes

L Y]

(Y]
~J
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Variance Analysis as a Tool for Management Control

dictate amount they would collect for a specific jo0 O WX

MOre than what was budgeted for. od. If the company eventually
" Higher o ower rade of workers being used 14 ?l‘:r:gd for, this affects the amount tosl.;g
higher or lower grade of workers than what was p€:j '
Paid to the workers. It could be upward of dc:“:\'- g;n.wpa" y paid the workers for overtime o
* Paymant of unplanned overtime or bonus. If the { the product produced, this eventualy
bonus for the extra hours used in the production of the P
affects the company. : i
= Direct Labour Epf;ilg:noéymsamnce! Direct Labour Efficiency Vanance mdgatels l?;sw
labour cost of any change from the standard level of labour efficiency (EI‘ dpa pl bouchon n
standard hours mutiply by standard direct labour rate per hour) minus (actual Crect 25our hours
worked multiply by standard direct labour rate per hour) (Hilton1989). According to him, the cauges i
of labour efficiency variance are as follows. : : b
* Use of incomact grade of labour: if corect grade of labourers are not employed, this can Y
affect the efficiency of labour, =, 2
*  Poor supervision: if the labourers employed were not given close supervisicn, efficiency of
labour tands to be low..
* Incomrect materials and / or machine problem: if the materials purchased_ are of lower grads
or the machine has fault during the production, these can affect the efficiency of labour.
Variable Overhead Total Variance: This is the difference between the actual vanable overheads
incurred and the variable overheads absorbed. This variance is simply the over or under absorption
of overhead expenditure variance and variable overhead efficiency variance. Variable overhead
expenditure variance is the difference between the actual variable overheads incurred and the
aliowed variable overheads based on the actual hours worked. Variable overhead efficiency
variance is the difference between the allowed variable overheads and the absorbad variabie
overhead (Blocher, 1999; Lucey, 2003).
Fixed Overhead Total Variance: This is the difference between the standard cost of fixed
overhead absorbed in the production and achieved whether completed or not, and the fixed

overhead attributed and charged to the period. Total fixed overhead variance comprises of
overhead expenditure and volume variance (ICAN Pack, 2005).

- Fixed overhead expenditure variance:- This is the difference between the budget cost
allowance for production for a specified control period and the actual fixed expenditure attributed
and charged to that period.

- Fixed overhead volume variance:- This is that portion of the fixed production overhead vanance

which is the difference between the standard cost absorbed in the production achieved. whether
completed or not, and the budget cost allowance for a s N

' ' ce | pecified control period. The volume
variance arises from the actual volume of production dittering from the planned volume, and can be
sub-divided into fixed overhead efficiency variance and fixeq overhead capacity mr{ance Fixed
overhead capacity variance is the potion of the fixed production overhead volume variancs which i
due to working at higher or lower capac}ty than standard. Capacity is often e\pre;séd in terms of
average direct labour hours per day while the variance is the difference bet\\:een}he budget cost

k Sometimes, the company Pays

38

Scanned with CamScanner



Variance Analysis as a Tool Sor Management Control Salman, R.T. (Mrs.)

aIItO\;vance and the actual direct labour hours worked (valued at the standard hourly absorption
rate).

ldle Time Variance:- This is the non-productive hours recorded in a costing system. Idle time is
usually caused by machine breakdown and bottlenecks in production, shortage of orders from
customers or for any reason, the company cannot productively engage its labour force.

Unproductive hours paid for is inefficiency and therefore, idle time is always an adverse efficiency
variance (Harper and Castellano, 2000).

Control

Control is the process of ensuring that a firm's activities conform to its plan and that its
objectives are achieved. Ducker (1964) distinguishes between ‘controls’ and ‘control’. Controls are
measurement and information, whereas control means direction. ‘Controls’ are purely a means to
an end; the end is control. ‘Control' is the function that makes sure that actual work is done to fulfil
the original intention, and ‘Controls’ are used to provide information to assist in determining the
control action to be taken.

‘Control' will indicate that costs exceed budget and that this may be because the purchase
of inferior quality materials causes excessive wastage. ‘Control’ is the action that is taken to
purchase the correct quality materials in the future to reduce excessive wastage.

The difference between strategic control and management control is that strategic control
has an external focus. The emphasis is on how a firm, given its strengths, weakness and
limitations, can compete with other firms in the same industry. On the other hand, management
control systems consist of a collection of control mechanisms that primarily have an internal focus.
The aim of management control systems is to influence employees’ behaviour in desirable ways in
order to increase the probability that an organisation’s objectives will be achieved.

Merchant emphasized that senior managers do not have to be knowledgeable about the
means required to achieve the desired results or be involved in directly observing the action of
subordinates. They merely rely on output reports to ascertain whether or not the desired outcomes
have been achieved. Accounting control system can be described as a form of output controls.
They are mostly defined in monetary terms such as revenues, costs, profits and ratios, e.g. retum
on investment.

Result controls resemble the thermostat control model. Standards of performance are
determined, measurement systems monitor performance; comparisons are made between the
standard and actual performance and feedback provides information on the variances.

Management Control

Management control in an accounting context, is defined by Asaolu.and Nassr (1997) as:
“a process whereby expectation and actual performance are compared and the comparison will
serve as basis for determining the appropriate reaction to the operating result”. Management
control system is a system designed to ensure that organizational strategies are implemented. The
accounting information system provides the information necessary to make the management
control system work. Employees at each level must understand what they are expected to do, and

39
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Varia trol , » ,
fice Analysis as a Tool for Management Conir are doing it Managerial decuswn-mahng ia

then they need feedback Indicating whether or not theyi h will affect the organization as a wholg,
usually based on relevant and related information, thes of the organization. It has also been

This Is with the aim of attaining the goals and objectV ' it tasdloniflc oAl
argued that sound managemen% lnvol%es sound decislon-making, which | tion

dependent (Owolabi, 2000). , g —.
Any control shoulZ! have three parts: a predetermined gnzt:%da;;dd pactual perforr;lﬁr'»;a

measure of actual performance; and a comparison between 8 e, Apart from the three ba;r

Budgeting, standard costing and variance analysis have all these Inree. C

parts, variance analysis has above the two others, the means of an3g/;mgnofhe;i?u;gnmpg[m::
capability with the use of statistical process (SPC). Rius, et. al, (1997) i feaecd dic:ion o‘}
multivariate statistical process control. This model was accessed by comlpa gthe p
the model with actual performance to ascertain the level of deviation from p a'mli ‘ s
The need for accounting information in any organization especialy, ’”hma?“ aciuring
industries cannot be over-emphasized. This will not only assist the management in the planning but
also the control of the future events. , .
Apart from the control of the future events, the information prowde‘d through the variance
analysis, helps the manager to segregate this variance into price and quantity com_ponent. Another
effect of the variance is that, it helps to determine the measurement system, monitor performance
and comparisons are made between the standard and actual performance.

Methodology
Source and Method of Data Collection

Data used for this study were mainly secondary. These include production and sales
figures for 7 feet mattress from both production and sales departments of five brands of mattresses
studied. The data were subjected to statistical techniques such as F distribution and student T
distribution.

- Testing of the significance of difference between the variance of two different variables can
be done using F-test depending on the sample size. Two different samples (i.e. variables) must be
present before F-test can be conducted. Here, from the data obtained there are two variables that
are predetermined and actual figures for both productions and sales hence, F-test was then used

to analyse and test the significance of difference that exists between the variances of production
and sales as proposed in our hypotheses.

The significance of the difference between the mean o
tested using either paired t-test or Z-test depending on the sampl
than 30, t-test is used; otherwise, Z-test is to be used. For this st
since the assumptions underlying its use were present in our data

f two different samples can be
e size. If the sample size is less
udy therefore, t-test was adopted

The Model . ;
The test of the significance of difference between the

F = S2actual fvi, V2 a
S2 predetermined

variances can be obtained by:

40
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Variance Analysis as a Tool Jor Management Control Salman, R.T. (Mrs.)

For production and sales Decision: Reject Ho if F-calculated > Fvy, v2 a and accept it if

otherwise.

Where: $2 = Standard deviation

a = Alpha,

Vi = verse a of actual,

V2 = variance of predetermined test of difference in means.

Vi and vz = degrees of freedom of actual and predetermined units respectively.

t=Mi=x2/ tNy+N2=-2q

———— .

232
N
a=0.05

N

S2= NiS2 + N 52

Ni+N:-2

N1 + N2 - 2 = the degree of freedom

Decision: Reject Ho if t > tNy + N2 - 2, a and accept other wise for both productions and sales
means in all the brands.

Where:

Xi
X2
g2
N
Ni
N2
Si2
S22

m un n w o un

mean of actual

mean of predetermined
variance

Number of observation
Samples of production
Samples of sales
Variance in actual
Variance in predetermined

Results and Discussions

The secondary data obtained are presented in Tables 1 and 2, comparing predaterminac
and actual production units, likewise sales figures revealing the level of variance.

41
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Table 1 Production in '000 Unit

Salman, R.T. (Mrs.)

B 4 5
s 1 i 3 96380 | 98635
| Unifoam: Predstermined s5057 | 67986 | 71973 942-01 993.
Actual 50501 |66984 | 72000 505'46 ; g;i-
Okin: Predetermined 42582 | 442.14 469.51 . 42
Actual 10398 | 40450 | 471.01 50822 |571.39
Standard: Predetermined 586.79 | 597.29 772.94 828.72 | 93435
Actual w9787 |se232 80049  |80323 | 92357
Beta: Predetermined =e8T 189127 199020  |856.03 |90173
Actual 71445 |88520 | 99021 870.00 | 90331
Comfort. Predetermined 3470 72865 57200 | 60314 | 65021
Actual 60975 |74283  |55892 | 61041 | 62590

Source: Records of case study firms,

Table 1 shows figures for production in thousand (1000) units for predetermined and actual

figures of the five brands of mattresses studied.
In periods one (1), two (2), and four (

production because actual figures were less than
studied. For Unifoam the actual figures were less than the
4.66, and 10.02; Okin, 1.84, 37.64, 3.97, Standard, 89,

Comfort, 14 and 7.29 respectiv
been too high for the available
could also be as a result of mismana

Periods four (4) and five (

actual figures were higher than the predetermined fi
result of low standard compared to the available re

4), there were under utilization of capacity in

the predetermined figures in all the mattresses

predetermined figures with the following

149 and 28; Beta, 12, 6.07, and 1.6;

ely. This may have been so because the standard set might have

resources on ground for all the brands of the mattress studied. It
gement of material and labour used for production.

5) show evidence of over- utilization of capacity. That is, the

gures for most of the brands. This could be a

' . esources. It could also be that the purchasing
manager has good purchasing power. That is, buying more Quantities than expected, because of

low pricing than was planned for.
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Variance Analysis as a Tool Jor Management Control

Table 2: Sales in "000 Units

Salman, R.T. (Mrs.)

Types of foam 1 5 - 3 4 5
Unifoam: Predetermined | 595.01 669.84 720.00 942.01 993.84
Actual 593.00 670.83 642.82 947.21 959.38
Okin: Predetermined 423.98 404.50 471.01 508.22 571.39
Actual 419.52 406.94 377.56 501.15 497 .46
Standard: Predetermined | 497.87 582.32 800.49 803.23 923.53
Actual 495.75 584.20 759.78 800.35 917.39
Beta: Predetermined 714.15 885.20 990.21 870.00 903.31
Actual 700.27 889.48 972.00 865.52 798.57
Comfort. Predetermined | 609.75 742.83 558.92 610.41 625.60
Actual 548.38 699.75 551.03 600.84 621.87

Source: Records of the case study firms.

Table 2 shows the figures for sales in thousand (1000) units for predetermined and actual
figures of the five brands of mattresses studied. From the table, one can see that the actual sales
figures in periods 1, 3, 4 and 5 were less than the predetermined sales figures in all the brands of
mattresses studied. For Unifoam, 0.99, 77.18 and 34.46; Okin, 4.46, 93.45, 7.07 and 74; Standard,
2.12, 40.71, and 6.14; Beta, 13.88, 18.21, 4.48, 104.74; and Comfort, 61.37, 43.08, 37.89, and
9.57. This could be as a result of setting high price for their products compared with other products
of the same standard.

It is only in period two (2) that actual sales was greater than the predetermined in all the
brands studied, except for Unifoam brand, which exhibits the same trend in period four. This could
be caused by giving out their products at lower prices than other products of the same standard.
Despite the fact that these variances were insignificant in the most cases, there are still deviations,
which serve as pointer to the management in taking decision in their future production and sales

figures.

Hypothesis One _
The study reveals that there was under-utilization of capacity or capability. A comparison

of Table 1and 2 in periods 1, 2 and 3 for all brands reveals that ,the targets were not met in these
periods. This can be synchronized to some extent with Deming's (1993) study which stated that:

It would be inappropriate to use accounting target to control people, processes,
and to motivate employee behaviour. The quality of the components and their
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i ust the
interactions determine the process capabilty not Ju
System.

In the same vein, Harper and Castellano (1999) equally say:

It is impossible to effectively measure an indiwgt;fcfmc?fgf gg;gg? sto a system
because his or her contribution cannot be separale

Hypothesis two
Table 3: Test of equality of variance production & sales (F = dlstnbutlc::n!r —
Typesoffoam | N DF F-Calculated -Tabulate
Production Sales
Unifoam 5 4 0.99 1.01 6.39
Okin 5 4 1.17 0.83 6.39
Standard 5 4 117 0.99 6.39
Beta 5 4 1.04 1.02 6.39
Comfort 5 4 1.15 0.91 6.39

Source: Computed by researcher.

Table 3 shows the equality of variance in productions and sales of all the brands of
mattresses studied, with the use of F-distribution statistical technique. The F-calculated in all the
brands of mattresses for both productions and sales were very low and of the same range. F-
calculated 0.99 to 1.17, less than F-tabulated. This result confirmed our Null hypothesis; hence,
Null hypothesis is accepted.

Hypothesis Three

In table 4, the difference in mean was examined using T-distribution as our statistical tool.

The T-test calculated in testing the mean in productions and sales of al the brands were less than
T-tabulated at 5 percent significant level. :

Table 4: Test of Difference in Means (T test)

Types of foam T-Calculated T
Production Sales
Unifoam 0.05 031 .
Okin 0.15 0.81 o
Standard 0.20 0.08 T o
Beta 0.01 0.38 1 '86 .
Comfort 0.18 0.55 - .
Source: Computed by researcher 1.86
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- T-calculated for Unifoam is 0.0587 less than T-tabulated at 0.05, which is 1.86. The same
thing happened in all the brands. Hence Ho is accepted. Sequel to the findings from hypothesis 2
and 3 results, which show that there is variability between the predetermined, actual production
and average (mean), is in line with Harper and Castellano (1999) who affirm that:

For accounting information to serve as a useful tool for control, it

should provide an accurate representation of capability of a
process.

Hence, the studied establishments can use predetermined figures to represent the actual figure
since the variance between them is so insignificant.

Conclusions and Recommendations

Based on the findings it could be concluded that variance analysis is a useful tool for
management control system, with the use of F-distribution and T-test. F-distribution shows that
there is no significant difference between the variances of all the brands of mattresses studied. The
study observed that the variances in both predetermined and actual figures were so small hence,
the management of the establishment studied could use either predetermined production figures —
to project their future productions likewise the same thing for sales. Furthermore, where there were
under-utilizations of capacity, it is suggested that establishment studied should make use of the
resource judiciously to maximize profit.

T-test shows that there is no significant difference in means of all the brands of mattresses
studied. This shows that one can pick the result of one of the brands studied to estimate or project
the performance of the other.

On the whole, the issue of what really brings about the variances was.not known. It is not
known whether prices set by all the brands studied were at fault or other factors are responsible for
the variances. These and other issues may be taken upon in subsequent research.

The following recommendations are proffered based on the findings of the study.

(i) Production departments of all the brands studied should strive to achieve full utilization
of capagcity in their operation since the organizations have the potentials;

(ii) Since there is variability between the predetermined and actual, the establishments
can use either predetermined or actual figures of productions to make estimate of
sales and turnover; .

(iii) Management should not rely ‘solely on accounting target/numbers in evaluation of

performance because a successful completion of operation comprises several
components that interact together.
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