Online ISSN : 2249-4588

Print ISSN : 0975-5853

-

GLOBAL JOURNAL

OF MANAGEMENT AND BUSINESS RESEARCH: D

Accounting and Auditing

.,‘

) |gh!|ghts FeSsoTSSEs.
- Commercml Bonkmg Sedor S s Revenue Recognmon by Busmess

Y |scovefing Thoughts, Inventing Future

En’rerpﬂses Under FASB & Torge’r Cos’rmg ond Performonce

" et

VOLUME 1 ISSUE 4 VERSION 10

- ©2001-2014 agement and Business Research , USA



&

GLOBAL JOURNAL OF MEDICAL RESEARCH: D
ACCOUNTING AND AUDITING




GLOBAL JOURNAL OF MEDICAL RESEARCH: D
ACCOUNTING AND AUDITING

VOLUME 14 ISSUE 4 (VER. 1.0)

OPEN ASSOCIATION OF RESEARCH SOCIETY



© Global Journal of
Management and Business
Research. 2014.

All rights reserved.

This is a special issue published in version 1.0
of “Global Journal of Science Frontier
Research.” By Global Journals Inc.

All articles are open access articles distributed
under “Global Journal of Science Frontier
Research”

Reading License, which permits restricted use.
Entire contents are copyright by of “Global
Journal of Science Frontier Research” unless
otherwise noted on specific articles.

No part of this publication may be reproduced
or transmitted in any form or by any means,
electronic or mechanical, including
photocopy, recording, or any information
storage and retrieval system, without written
permission.

The opinions and statements made in this
book are those of the authors concerned.
Ultraculture has not verified and neither

confirms nor denies any of the foregoing and
no warranty or fitness is implied.

Engage with the contents herein at your own
risk.

The use of this journal, and the terms and
conditions for our providing information, is
governed by our Disclaimer, Terms and
Conditions and Privacy Policy given on our

website http://globaljourna s.us'terms-and-conditi on/

menu-id-

By referring / using / reading / any type of
association / referencing this journal, this
signifies and you acknowledge that you have
read them and that you accept and will be
bound by the terms thereof.

All information, journals, this journal,
activities undertaken, materials, services and
our website, terms and conditions, privacy
policy, and this journal is subject to change
anytime without any prior notice.

Incorporation No.: 0423089
License No.: 42125/022010/1186
Registration No.: 430374
Import-Export Code: 1109007027
Employer Identification Number (EIN):
USA Tax ID: 98-0673427

Global Journals Inc.

(A Delaware USA Incorporation with “Good Standing ’; Reg. Number: 0423089)
Sponsors:Open Association of Research Society
Open Scientific Standards

Publisher s Headquarters office

Global Journals Headquarters

301st Edgewater Place Suite, 100 Edgewater Dr.-Hl,
Wakefield MASSACHUSETTS, Pin: 01880,
United States of America

USA Toll Free: +001-888-839-7392
USA Toll Free Fax: +001-888-839-7392

Offset Typesetting

Global Journals Incorporated
2nd, Lansdowne, Lansdowne Rd., Croydon-Surrey,
Pin: CR9 2ER, United Kingdom

Packaging & Continental Dispatching

Globa Journals
E-3130 Sudama Nagar, Near Gopur Square,
Indore, M.P., Pin:452009, India

Find a correspondence nodal officer near you

To find nodal officer of your country, please
email us at local@globaljournals.org

eContacts

Press Inquiries: press@globaljournals.org

Investor Inquiries: investors@globaljournals.org
Technical Support: technology@globaljournals.org
Media & Releases: media@globaljournals.org

Pricing (Including by Air Parcel Charges):

For Authors:
22 USD (B/W) & 50 USD (Color)
Yearly Subscription (Personal & Institutional):
200 USD (B/W) & 250 USD (Color)


http://www.globaljournals.org/global-journals-research-portal/guideline/terms-and-conditions/menu-id-260/
http://www.globaljournals.org/global-journals-research-portal/guideline/terms-and-conditions/menu-id-260/
http://www.globaljournals.org/global-journals-research-portal/guideline/terms-and-conditions/menu-id-260/

INTEGRATED EDITORIAL BOARD
(COMPUTER SCIENCE, ENGINEERING, MEDICAL, MANAGEMENT, NATURAL

SCIENCE, SOCIAL SCIENCE)

John A. Hamilton,"Drew" Jr.,
Ph.D., Professor, Management
Computer Science and Software
Engineering

Director, Information Assurance
Laboratory

Auburn University

Dr. Henry Hexmoor

IEEE senior member since 2004

Ph.D. Computer Science, University at
Buffalo

Department of Computer Science
Southern lllinois University at Carbondale

Dr. Osman Balci, Professor
Department of Computer Science
Virginia Tech, Virginia University
Ph.D.and M.S.Syracuse University,
Syracuse, New York

M.S. and B.S. Bogazici University,
Istanbul, Turkey

Yogita Bajpai

M.Sc. (Computer Science), FICCT
U.S.A.Email:
yogita@computerresearch.org

Dr. T. David A. Forbes

Associate Professor and Range
Nutritionist

Ph.D. Edinburgh University - Animal
Nutrition

M.S. Aberdeen University - Animal
Nutrition

B.A. University of Dublin- Zoology

Dr. Wenying Feng

Professor, Department of Computing &
Information Systems

Department of Mathematics

Trent University, Peterborough,

ON Canada K9J 7B8

Dr. Thomas Wischgoll

Computer Science and Engineering,
Wright State University, Dayton, Ohio
B.S., M.S., Ph.D.

(University of Kaiserslautern)

Dr. Abdurrahman Arslanyilmaz
Computer Science & Information Systems
Department

Youngstown State University

Ph.D., Texas A&M University

University of Missouri, Columbia

Gazi University, Turkey

Dr. Xiaohong He

Professor of International Business
University of Quinnipiac

BS, Jilin Institute of Technology; MA, MS,
PhD,. (University of Texas-Dallas)

Burcin Becerik-Gerber

University of Southern California

Ph.D. in Civil Engineering

DDes from Harvard University

M.S. from University of California, Berkeley
& Istanbul University



Dr. Bart Lambrecht

Director of Research in Accounting and
FinanceProfessor of Finance

Lancaster University Management School
BA (Antwerp); MPhil, MA, PhD
(Cambridge)

Dr. Carlos Garcia Pont

Associate Professor of Marketing

IESE Business School, University of
Navarra

Doctor of Philosophy (Management),
Massachusetts Institute of Technology
(MIT)

Master in Business Administration, IESE,
University of Navarra

Degree in Industrial Engineering,
Universitat Politecnica de Catalunya

Dr. Fotini Labropulu

Mathematics - Luther College
University of ReginaPh.D., M.Sc. in
Mathematics

B.A. (Honors) in Mathematics
University of Windso

Dr. Lynn Lim

Reader in Business and Marketing
Roehampton University, London
BCom, PGDip, MBA (Distinction), PhD,
FHEA

Dr. Mihaly Mezei

ASSOCIATE PROFESSOR

Department of Structural and Chemical
Biology, Mount Sinai School of Medical
Center

Ph.D., Etvs Lornd University
Postdoctoral Training,

New York University

Dr. Sohnke M. Bartram

Department of Accounting and
FinanceLancaster University Management
SchoolPh.D. (WHU Koblenz)

MBA/BBA (University of Saarbriicken)

Dr. Miguel Angel Arino

Professor of Decision Sciences

IESE Business School

Barcelona, Spain (Universidad de Navarra)
CEIBS (China Europe International Business
School).

Beijing, Shanghai and Shenzhen

Ph.D. in Mathematics

University of Barcelona

BA in Mathematics (Licenciatura)
University of Barcelona

Philip G. Moscoso

Technology and Operations Management
IESE Business School, University of Navarra
Ph.D in Industrial Engineering and
Management, ETH Zurich

M.Sc. in Chemical Engineering, ETH Zurich

Dr. Sanjay Dixit, M.D.

Director, EP Laboratories, Philadelphia VA
Medical Center

Cardiovascular Medicine - Cardiac
Arrhythmia

Univ of Penn School of Medicine

Dr. Han-Xiang Deng

MD., Ph.D

Associate Professor and Research
Department Division of Neuromuscular
Medicine

Davee Department of Neurology and Clinical
NeuroscienceNorthwestern University
Feinberg School of Medicine



Dr. Pina C. Sanelli

Associate Professor of Public Health
Weill Cornell Medical College
Associate Attending Radiologist
NewYork-Presbyterian Hospital
MRI, MRA, CT, and CTA
Neuroradiology and Diagnostic
Radiology

M.D., State University of New York at
Buffalo,School of Medicine and
Biomedical Sciences

Dr. Roberto Sanchez

Associate Professor

Department of Structural and Chemical
Biology

Mount Sinai School of Medicine

Ph.D., The Rockefeller University

Dr. Wen-Yih Sun

Professor of Earth and Atmospheric
SciencesPurdue University Director
National Center for Typhoon and
Flooding Research, Taiwan

University Chair Professor

Department of Atmospheric Sciences,
National Central University, Chung-Li,
TaiwanUniversity Chair Professor
Institute of Environmental Engineering,
National Chiao Tung University, Hsin-
chu, Taiwan.Ph.D., MS The University of
Chicago, Geophysical Sciences

BS National Taiwan University,
Atmospheric Sciences

Associate Professor of Radiology

Dr. Michael R. Rudnick

M.D., FACP

Associate Professor of Medicine
Chief, Renal Electrolyte and
Hypertension Division (PMC)

Penn Medicine, University of
Pennsylvania

Presbyterian Medical Center,
Philadelphia

Nephrology and Internal Medicine
Certified by the American Board of
Internal Medicine

Dr. Bassey Benjamin Esu

B.Sc. Marketing; MBA Marketing; Ph.D
Marketing

Lecturer, Department of Marketing,
University of Calabar

Tourism Consultant, Cross River State
Tourism Development Department
Co-ordinator, Sustainable Tourism
Initiative, Calabar, Nigeria

Dr. Aziz M. Barbar, Ph.D.

IEEE Senior Member

Chairperson, Department of Computer
Science

AUST - American University of Science &
Technology

Alfred Naccash Avenue — Ashrafieh



PRESIDENT EDITOR (HON.)

Dr. George Perry, (Neuroscientist)
Dean and Professor, College of Sciences

Denham Harman Research Award (American Aging Association)
ISI Highly Cited Researcher, Iberoamerican Molecular Biology Organization
AAAS Fellow, Correspondent Member of Spanish Royal Academy of Sciences

University of Texas at San Antonio

Postdoctoral Fellow (Department of Cell Biology)

Baylor College of Medicine
Houston, Texas, United States

CHIEF AUTHOR (HON.)

Dr. R.K. Dixit

M.Sc., Ph.D., FICCT

Chief Author, India

Email: authorind@computerresearch.org

DEAN & EDITOR-IN-CHIEF (HON.)

Vivek Dubey(HON.)

MS (Industrial Engineering),

MS (Mechanical Engineering)
University of Wisconsin, FICCT
Editor-in-Chief, USA
editorusa@computerresearch.org
Sangita Dixit

M.Sc., FICCT

Dean & Chancellor (Asia Pacific)
deanind@computerresearch.org

Suyash Dixit

(B.E., Computer Science Engineering), FICCTT
President, Web Administration and
Development » CEO at IOSRD

COO at GAOR & 0SS

Er. Suyog Dixit

(M. Tech), BE (HONS. in CSE), FICCT
SAP Certified Consultant

CEO at IOSRD, GAOR & 0SS

Technical Dean, Global Journals Inc. (US)
Website: www.suyogdixit.com
Email:suyog@suyogdixit.com

Pritesh Rajvaidya

(MS) Computer Science Department
California State University

BE (Computer Science), FICCT
Technical Dean, USA

Email: pritesh@computerresearch.org
Luis Galarraga

JIResearch Project Leader
Saarbriicken, Germany



CONTENTS OF THE ISSUE

Vi.
Vii.
Viii.

Copyright Notice

Editorial Board Members
Chief Author and Dean
Contents of the Issue
Research and Review Papers

The Leading Financial Changed of Revenue Recognition by Business
Enterprises under FASB vs. IASB. 7-7

Developing the Conceptual Framework of Sustainability Accounting
Reporting: Field Study in Saudi Commercial Banking Sector. 9-39

The Financial Collapse of the Enron Corporation and Its Impact in the United
States Capital Market. 47-50

Target Costing and Performance of Manufacturing Industry in South-Western
Nigeria. 57-58

Fellows and Auxiliary Memberships
Process of Submission of Research Paper
Preferred Author Guidelines

Index



=2 GLOBAL JOURNAL OF MANAGEMENT AND BUSINESS RESEARCH: D
[EREREHSEREE ACCOUNTING AND AUDITING
Volume 14 Issue 4 Version 1.0 Year 2014
Type: Double Blind Peer Reviewed International Research Journal
Publisher: Global Journals Inc. (USA)
Online ISSN: 2249-4588 & Print ISSN: 0975-5853

B
[
» ..!

The Leading Financial Changed of Revenue Recognition by Business
Enterprises under FASB vs. IASB
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Abstract- The purpose of this research study is to provide a relevant position about the emergence and
adoption process of the revenue recognition project under Financial Accounting Standard Board (FASB)
and International Accounting Standard Board (IASB) and its crucial financial reporting performance by
business enterprises. In 2014 the Financial Accounting Standard Board (FASB) developed a conceptual
framework in relation to the joint revenue recognition project. As a result, the Financial Accounting
Standard Board (FASB) in an early announcement this year stated that the revenue recognition project will
take place as early as 2015 as noted by Lemus (2014). However, the revenue recognition project will
change its reporting perspective from historical cost value to fair value measurement. For example, the
International Accounting Standard Board (IASB) noted that more than 95% of Small and Medium-sized
Entities (SMEs) are allowed to use EFRS. Therefore, it is expected (as cited in Kieso, Weygandt, &
Warfield, 2013) that the optional adoption process of International Financial Reporting Standards (IFRS) in
the United States will take place as early as 2017.
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The Leading Financial Changed of Revenue
Recognition by Business Enterprises under
FASB vs. IASB

Prof. Edel Lemus

Abstract - The purpose of this research study is to provide a
relevant position about the emergence and adoption process
of the revenue recognition project under Financial Accounting
Standard Board (FASB) and International Accounting Standard
Board (IASB) and its crucial financial reporting performance by
business enterprises. In 2014 the Financial Accounting
Standard Board (FASB) developed a conceptual framework in
relation to the joint revenue recognition project. As a result, the
Financial Accounting Standard Board (FASB) in an early
announcement this year stated that the revenue recognition
project will take place as early as 2015 as noted by Lemus
(2014). However, the revenue recognition project will change
its reporting perspective from historical cost value to fair value
measurement. For example, the International Accounting
Standard Board (IASB) noted that more than 95% of Small and
Medium-sized Entities (SMEs) are allowed to use EFRS.
Therefore, it is expected (as cited in Kieso, Weygandt, &
Warfield, 2013) that the optional adoption process of
International Financial Reporting Standards (IFRS) in the
United States will take place as early as 2017.

Keywords: financial reporting theory, U.S. securities and
exchange commission (SEC), financial accounting
Standard board (FASB), international accounting
Standard board (IASB), united states gaap, international
financial reporting standard (IFRS), efrs, ifric, revenue
recognition, business enterprises, small and medium-
sized entities (SMES).

. INTRODUCTION

his research paper introduces the most relevant
standards that exist under revenue recognition
principles and these are: (1). IAS 1, (2). IAS 18,
and (3). IAS 20. Additionally, the joint revenue
recognition project will increase the financial
transparency and comparability among industries in the
United States capital market. It was expected that by
2014 the Financial Accounting Standard Board (FASB)
would have to develop a conceptual framework in
relation to the joint revenue recognition project
Therefore, the main objective of the joint revenue
recognition project is to consolidate the financial
reporting inconsistencies that exist between the

Author:  assistant professor in the Business Department (School — of
Business) at Carlos Albizu University.
e-mall: edellemus@hoimail.com

Financial Accounting Standard Board (FASB) and the
International Accounting Standard Board (IASB).

The FASB codification in terms of treating
revenue recognition consists of 100 pieces. The most
relevant standards that exist under revenue recognition
are IAS 18 and IAS 11. As a result, the main conceptual
aspect adequately presented in the literature review
demonstrates how to record revenue under United
States GAAP and IFRS. In 2009 the International
Accounting Standard Board (IASB) decided to clarify
current existing issues between IFRS and the agency.
Executives and business enterprises should be aware of
the new accounting changes in the accounting and
finance sector during the next five years as the United
States continues the convergence effort toward
adopting optional IFRS. Also, it is well noted that IFRS
will help increase the cash flow of a company as well as
improve the quality financial reporting position of
business enterprises. Therefore, the first groups
adopting IFRS in the United States are SMEs.

I[I.  LITERATURE REVIEW

In 2010 the Financial Accounting Standard
(FASB) and the Intenational Accounting Standard
Board (IASB) began a joint project effort towards
revenue recognition. In addition, the joint project
revenue recognition addresses four crucial principles in
relation to customer contract. Moreover, the joint project
effort of revenue recognition is considered to pass from
United States GAAP to IFRS. Furthermore, the four
crucial principles of the project promulgate the following
steps:
Step No. 1: Allocate the differences and obligation
performance in a contract.
Step No. 2: lllustrate in the contract the importance of
transaction price.
Step No. 3. Identify the performance transaction price in
the contract.
Step No. 4: Comprehend and understand the rationale
of the stipulated information in the contract.

As a result, this researcher noticed significant
differences in the joint revenue recognition project. For
instance: (1). Dealing with percentage contract

© 2014 Global Journals Inc. (US)
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completion, (2).The impact of sales and goods services
changes in the market, (3). The importance of revenue
recognition, and (4). The specific time and place where
to recognize the revenues. Therefore, the most relevant
standards that exist under revenue recognition
principles are: (1). IAS 1, (2). IAS 18, and (3). IAS 20
(Dickins & Cooper, 2010).

The main importance of the joint revenue
recognition project is to bring financial clarity to the
financial market. In addition, the joint revenue
recognition project is a simple language that can be
used among accounting firms. Moreover, the main
financial objective of the FASB and the IASB is to
understand the similarities and differences that exist in
the joint revenue recognition project. The number of
existing industries under United States GAAP is 200
industries. Also, the Financial Accounting Standard
Board (FASB) noted that the recording position of

revenue recognition under International Financial
Reporting Standards (IFRS) is quite complex to
measure. For example, throughout the revenue

recognition process between the FASB and the IASB
five principles must be met:

1. Remove inconsistencies and weaknesses in existing
revenue requirements.

2. Provide a more robust framework for addressing
revenue issues.

3. Improve comparability of revenue recognition
practices across entities, industries, jurisdictions,
and capital markets.

4. Provide more useful information to users of financial
statements through improved disclosure
requirements.

5. Simplify the preparation of financial statements by
reducing the number of requirements to which an
entity must refer (FASB, 2014, “Project Obijective
and Summary of the Proposed Model”).

Therefore, the joint revenue recognition project
will increase financial transparency and comparability
among industries in the United States market (FASB,
2014).

In 2011 the Financial Accounting Standard
Board (FASB) and the International Accounting
Standard Board (IASB) issued a new revised proposal
plan to clarify the main objectives of the financial
revenue recognition project. In addition, over the last
decade the two standard setters have proposed
extensive guidance in relation to the joint revenue
recognition project. Moreover, the two standard setters
are in the process of understanding the financial
position of recording gains and losses in the real estate
industry. Furthermore, revenue recognition has been a
major issue in the United States as well as
internationally. Therefore, by 2014 it is expected that the
Financial Accounting Standard Board (FASB) would

© 2014 Global Journals Inc. (US)

have to develop a conceptual framework in relation to
the joint revenue recognition project (Weiss, 2012).

The conceptual framework of the joint revenue
recognition project between the Financial Accounting
Standard Board (FASB) and the International
Accounting Standard Board (IASB) is important to
financial readers. In addition, researchers claim that
reporting revenue under United States GAAP is quite
distinctive from reporting revenue under IFRS. Moreover,
both boards have accomplished a milestone in the joint
revenue recognition project. Therefore, the main
objective of the joint revenue recognition project is to
consolidate financial reporting inconsistencies between
the Financial Accounting Standard Board (FASB) and
the International Accounting Standard Board (IASB)
(Bohusova, & Nerudova, 2011).

[II.  UNITED STATES GAAP: REVENUE

RECOGNITION

The promulgated Statement No. 6 by the
Financial Accounting Standard Board (FASB) provides a
definition under generally accepted accounting
principles (GAAP) of how to treat revenues. In addition,
the definition under Statement No. 6 indicates that the
inflows of producing goods, creating operational
services, and rendering services in a triangular position
as recording revenue is applied. Moreover, the revenue
recognition under United States GAAP must be met by
two criteria. Furthermore, FASB Statement No. 5
properly highlights the criteria of revenue recognition.
For example, the FASB states that in order to realize
revenue the revenue must be earmed. However, the
statement SAB 104 states how public traded companies
can recognize their income. Therefore, the FASB
codification in terms of treating revenue recognition
consist of 100 pieces (Bohusova, & Nerudova, 2011).

IV. [IFRS: REVENUE RECOGNITION

The conceptual framework of the IAS and the
IFRS provide a definition for income and expenses when
dealing with revenue recognition. In addition, the
researcher promulgates two standards that presently
exist under revenue recognition and these are: (i). IAS
18 and (i). IAS11. Moreover, the joint revenue
recognition project provides economic benefit to
enterprises. For instance, IAS 18 provides different
classification criteria for revenue transactions within the
company by rendering services, by illustrating adequate
sales of goods and products, the enterprise can yield
interest, dividends, and royalties. For instance, the IAS
11 expresses the financial circumstances of
construction contracts under revenue recognition.
Nevertheless, the two approaches of revenue
recognition that exist under IFRS are: (1). A price in a
construction contract and (2). The original transaction of



measurement entity performance. Therefore, the most
relevant standards that exist under revenue recognition
are IAS 18 and IAS 11 (Bohusova, & Nerudova, 2011).

V. REVENUE RECOGNITION DIFFERENCES
UNDER UNITED STATES GAAP AND IFRS

The major similarities and differences that exist
between United States GAAP and IFRS is the treatment
of revenue recognition. In addition, there are
considerable populations that follow revenue recognition
under United States GAAP. Moreover, fewer industries
appear to be reporting revenue recognition under IFRS.
Furthermore, in order to properly measure revenue
recognition under IFRS (as cited in Spiceland, Sepe, &
Nelson, 2011) two transaction events must occur and
these are: (1). Analyze and judge the earnings process
and (2). Analyze the collective asset that must be
received. As a result, as Spiceland, Sepe, and Nelson
(2011) research work indicates, revenue recognition
under United States GAAP must meet four aspects and
these are: (1). The association cost of revenue that must
be reliable, (2). The economic aspect of revenue
recognition, (3). Treating sales of goods properly to
avoid financial risks and (4). The reliability and
measurement of sales services. Therefore, the main
conceptual aspect adequately presented in the literature
review demonstrates how to record revenues under
United States GAAP and IFRS practical guidance (Lin, &
Fink, 2013).

VI.  [asB CURRENT PROJECT: FINANCIAL
STATEMENTS AND EXPECTED OUTCOMES

The standards setters of both boards, the FASB
and the IASB, have decided to issue new proposals in
terms of how to treat revenue recognition in financial
statements because the appropriate treatment of
revenue recognition represents a crucial and significant
aspect by meeting the following expectations:

1. Providing a more robust framework for addressing
revenue recognition issues

2. Removing inconsistencies from existing
requirements
3. Improving comparability —across companies,

industries, and capital markets

4. Providing more useful information to users of
financial statements through improved disclosure
requirements

5. Simplifying the preparation of financial statements
by streamlining the volume of accounting guidance
(Professional Services Close Up, 2011).

In 2007, the IFRIC indicated that IAS 18 revenue
will not properly reflect the current existing cost between
the agency cost and IFRS standards. In addition, the
IFRIC conducted specific interpretation on EITF 99-19 to
address the treatment of revenue recognition. As a

result, the IFRIC considered new horizon accounting
guidance by reshaping the standard setting of the
same. Therefore, in 2009, the International Accounting
Standard Board (IASB) determined to clarify current
existing issues between IFRS and the agency (Kenny, &
Larson, 2009).

Another major issue is the treatment for
accounting lease in the IFRS work convergence plan. In
addition, the researchers prescribed in the research
study that IFRS presents a lack of clarity when dealing
with accounting lease under revenue recognition.
Moreover, the accounting treatment lease criterion
under United States GAAP is estimated by two
standards and these are: (1). Predict and estimate the
life of the lease stipulated in the contract and (2).
Calculate the present value (PV) of the lease by
estimating the fair value of the asset. For example, the
lease capitalization under United States GAAP requires
up to 75% of completion or more when the life of the
asset has been estimated. On the other hand, under
IFRS the IAS No. 17 is less specific when treating
capitalization  requirements for lease accounting
because the life of the asset is expected to be used at
full capacity. As a result, as ASC 840 indicates, if a
leased asset exceeds 90% it requires capitalization at
present value. Therefore, researchers throughout the
research study provide less specific accounting
language by encouraging economic demand and at the
same time discouraging the financial position in treating
accounting lease transactions at present value (Collins,
Pasewark, & Riley, 2012).

FINAL OUTCOME OF REVENUE
RECOGNITION

VII.

The FASB provided an exposure draft update in
relation to Topic 605. In addition, the main objective of
the exposure draft revision by the FASB is to replace
current existing GAAP guidance in terms of treating
revenue recognition. Moreover, the two standard setters
with the joint revenue recognition project brought clarity
and transparency to the standards of revenue
recognition. In 2002, the promulgated exposure draft by
the FASB was finalized and concluded by providing
three important roles within the market: (1). Customer’s
contract, (2). Insurance contract, and (3). Lease
contract. Therefore, in 2012 the FASB predicated five
important provisions and these are: 1. Contract with a
customer, 2. The specification performance of the
contract obligation, 3. Determination of the transaction
price, 4. The transaction performance in the contract,
and 5. Recognition of the performed revenue (FASB,
2014).

The FASB, in an announcement early this year,
stated that the revenue recognition project will take
place as early as 2015. In addition, publicly traded
companies that are in the process of adopting optional

© 2014 Global Journals Inc. (US)
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IFRS have to follow IFRS principle governance
guidance. Moreover, the joint revenue recognition
project between the FASB and the IASB will indicate
how revenue should be recorded under United States
GAAP versus IFRS. As a result, professional
accountants have to learn the new accounting treatment

process of revenue recognition. For example, under the
new joint project recognition are tax implications that
companies must face throughout the adoption process.
Therefore, the revenue recognition project will change its
reporting perspective from historical cost value to fair
value measurement (McKee, & McKee, 2013).

Revenue Recognition Bases

Specific Transactions

Point of sale

Long-term contracts
(construction)

(a) Percentage-of-
completion method

(b) Completed-contract
method

Completion-of-
production basis

Installment-sales method
and cost-recovery method

Deposit method

Accounting Guidance
See lllustration 18-12 (page 1080).

Long-term construction of property; dependable estimates of extent of
progress and cost to complete; reasonable assurance of collectibility
of contract price; expectation that bath contractor and buyer can meet
obligations; and absence of inherent hazards that make estimates
doubtful.

Use on short-term contracts and whenever percentage-of-completion
cannot be used on long-term contracts. Existence of inherent hazards in
the contract beyond the normal, recurring business risks; conditions for
using the percentage-of-completion method are absent.

Immediate marketability at quoted prices; unit interchangeability; and no
significant distribution costs.

Absence of reasonable basis for estimating degree of collectibility and
costs of collection. Collectibility of the receivable is so uncertain that
gross profit (or income) is not recognized until cash is actually received.

Cash received before the sales transaction is completed. No recognition

of revenue and income because there is not sufficient transfer of the
risks and rewards of ownership.

(Kieso, Weygandl, & Warfield, 2013, p. 1079).

The above table illustrates the importance of
revenue recognition bases and the applicable principles
guidance activities from the departure of sales basis
(Kieso, Weygandt, & Warfield, 2013).

[FRS AND UNITED STATES GAAP ON
THE FINANCIAL PERFORMANCE
REPORTING BY BUSINESS ENTERPRISES

VIII.

In the near future it is predicted that the financial
reporting system in the United States will have a drastic
change. In addition, the SEC is in the process of joining
more than 100 countries that have already adopted
IFRS. Moreover, the researcher attests in the literature
review that multinational corporations (MNC) have been
using dual reporting language for the last two decades.
Furthermore, the FASB is presently working with the
IASB to make the convergence project as one universal
accounting language. For example, the two standard
setters have issued two memorandum of understanding
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in dealing with the complexity level in treating revenue
recognition and business combination from the financial
reporting aspect. As a result, the accounting profession
will also have a drastic change. Therefore, executives
and business enterprises should be aware of the new
accounting changes in the accounting and finance
sector during the next five years as the United States
continues the convergence effort toward the optional
IFRS (James, 2009).

The three boards known as the SEC, the FASB,
and the IASB have determined to devote one section in
the convergence process to business enterprises. The
stockholders equity account cannot be inconclusive
under the two standard settings. Therefore, Mr.
Francesco Bellandi indicated that the treatment for
stockholders equity can be reported as relevant
standards (Walters, 2011).

The convergence project from United States
GAAP to IFRS raises a lot of questions about the
unknown financial reporting expectations under IFRS. In



addition, accountants are concerned about equity
based compensation. Moreover, the reporting tax
position between United States GAAP and IFRS is quite
different. Furthermore, some accountants argued that
the tax equity position should be reported under fair
value and other accountants claimed that in order for
the numbers to have a feasible reporting position they
should be reported under the historical cost. As a result,
accounting firms are presently comparing the pro-forma
income statement and pro-forma balance sheet to
understand the reporting results of the tax equity base
position. For example, researchers in previous
accounting studies have determined that the tax yields
under IFRS are less than the tax yields under United
States GAAP. Therefore, the researchers concluded that
adopting IFRS will help increase the cash flow of the
company as well as improve the quality financial
reporting position of the business enterprises (Mc
Anally, Mc Guirre, & Weaver, 2010).

A business enterprise should prepare the
financial statement in accordance with United States
GAAP, the “Balance Sheet” by realizing the “statement
of financial position”, or “statement of financial
condition” (Bellandi, 2007, p.32). In addition, the SEC
acting as a primary regulator, does not use the term
balance sheet but instead prefers to use “statement of
financial condition” when treating and dealing with
employee stock purchases or savings under section
210.6A-02(d) and 210.6A-02(a). Moreover, the form 20
is primarily used in practice for both the balance sheet
and statement of financial position. Furthermore, the
term balance sheet, is “applicable under business
entities IAS1 as revised on December 2005, The
Presentation of Financial Statements (paragraph
number 5) (Part 1, Item 5, E2(c), Part 1; General
Instructions to ltems 11(a) and 11(b), 3C (ii)” (Bellandi,
2007, p.32).

In the European Union, business enterprises in
the financial market use the term Balance Sheet for
recording purposes. As illustrated by the researcher, in
September 2007 the IAS1 was revised and it was moved
to “statement of financial position” by focusing primarily
on auditing terminology. As a result, the joint project of
the FASB and the IASB is moving toward a solid position
on each entity’s industry. For instance, the discussion of
liquidity or mixed bases is illustrated under IAS1,
paragraph 60. Nevertheless, the convergence project of
United States GAAP and IFRS (as cited in Lemus, 2014)
brings transparency, relevance, and reliability and these
are: (1) the liquidity of the financial institution should be
displayed in the financial statements, because it is
simply recorded in the industry sector and there is a
liability test that is applicable under (IAS1, paragraph
63); (2) A business that is running multiple lines of
business uses the mixed basis under (IAS1 paragraph
64); (3) When the residual income is not applied
correctly the originality of the operating cycle cannot be

identifiable. Another example, the mixed guidance
accounting method under United States GAAP does not
exist; therefore, the convergence project from United
States GAAP to IFRS needs to adopt the optional
emerging position of liquidity-based position, or a mix-
basis in the balance sheet and also should be noted on
section of IAS1, paragraph 61 (Bellandi, 2007).

The United Kingdom and the United States
investors acting as corporate issuers are familiar with
the reporting position of a principles based standard. In
addition, both Multinational Corporations (MNCs) and
large enterprise companies have implemented a dual
reporting system as a parallel reporting position in the
market. Moreover, the embracement of the Extensible
Business Reporting Language (XBRL) and IFRS has
become a main priority to regulators in the United States
market. However, as research studies indicate, the
adoption of IFRS is arriving sooner than expected to the
United States capital market. For instance, regulators
have to seek global financial sustainability with IFRS.
Therefore, it is likely (as cited in Lemus, 2014) that the
full adoption process of IFRS in the United States will
take place as early as 2016 (Boerner, 2011).

The following five main standards of IFRS
simplify the reporting process for SMEs and they are:

1. Some topics in IFRS are omitted because they are
not relevant to typical SMEs— including earnings
per share, interim financial reporting, and segment
reporting.

2. Some options in full IFRS are not allowed, because
a more simplified method is available to SMEs—for
example, there is no option to revalue property,
plant, and equipment.

3. Many of the recognition and measurement
principles in full IFRS are simplified—for example,
the amortization of goodwill and the expensing of all
borrowing and research and development costs.

4. Full IFRS requires more than 3,000 disclosures;
IFRS for SMEs requires less than 300.

5. Simplified redrafting provides
understandability and translation”
Lindberg, & Seifert, 2013, p.32).

The IASB noted that more than 95% of SMEs
are allowed to use EFRS. In addition, to some extent
private United States companies are implementing
EFRS, because it serves as a simple approach to
understand the full adoption process from United States
GAAP to IFRS. Moreover, in terms of cost position in the
market EFRS is less costly to implement than IFRS as
primary guidance and is more relevant in terms of
financial accounting reporting standards. Furthermore,
private companies are willing to expand their business
horizon and continue obtaining global financing
comparability and efficiency by improving the reliability
of the financial statement measurement. Therefore, the
first group adopting IFRS in the United States is Small

easier
(Sanders,
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and Medium-sized Entities (SMEs) (Sanders, Lindberg,
& Seifert, 2013).

I1X. CONCLUSION

In conclusion, the joint revenue recognition
project will increase financial transparency and
comparability among industries in the United States
market. In addition, the Financial Accounting Standard
Board (FASB) would develop a conceptual accounting
framework in relation to the joint revenue recognition
project. Moreover, the Financial Accounting Standard
Board (FASB) has created 100 pieces of codification
when ftreating revenue recognition. Furthermore, the
most relevant standards that exist under revenue
recognition are IAS 18 and IAS 11. As a result, the
revenue recognition project will change its reporting
perspective from historical cost value to fair value
measurement. For instance, executives and business
enterprises should be aware of the new accounting
changes in the accounting and finance sector during the
next five years as the United States continues the
convergence effort toward the optional IFRS. Therefore,
the main objective of the joint revenue recognition
project is to consolidate the financial reporting
inconsistencies that exist between the FASB and the
IASB by utilizing at best the six subject areas as a
reference point prescribed in the literature review.

Recommendation for Future Studies

The author of this article suggests that the
following aspects should be considered for future
studies when studying the emergency revenue
recognition process for business enterprises under
FASB vs. IASB:

1. The U.S. Securities and Exchange Commission
(SEC) needs to improve the revenue recognition
practices under the Sarbanes-Oxley Act of 2002
(SOX), because revenue recognition in the United
States continues to be a major issue.

2. The U.S. Securities and Exchange Commission
(SEC) needs to provide more transparent
accounting guidance when United States
Multinational ~ Corporations  (MNCs)  operating
overseas are dealing with revenue recognition
principle practices.

3. The SEC and FASB need to become familiar with
the optional adoption of IFRS in the United States
market.

4. Business enterprises from other countries doing
business in the United States need to understand
the revenue recognition practices under United
States GAAP vs. IFRS.
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Developing the Conceptual Framework of
Sustainability Accounting Reporting: Field Study
in Saudi Commercial Banking Sector

Dr. Fahad Sulaiman. M. Alnafea

Absiract- Research has shown lack of accounting disclosure
process through resfricted to the published financial
statements, and that it requires disclosure of the role of
environmental and social, beside the economic role to judge
the efficiency of the economic unit management in
accordance with of the three dimensions. Sustainability
Accounting Standards Board (SASB) cited SASB need to issue
a set of criteria according to each industry separately. Where
the SASB issued until April 2014 three groups of criteria linked
to three industries, respectively, are: health care, commercial
banks, and communications and technology. And waits for
the completion of those standards in accordance with the
specific dates to cover eight other industries.

The research Reviewed development of the
concepts of sustainability, the stages of the evolution of the
concept, the main three dimensions of the concept and the
analytical framework and covered the objectives, principles,
measurement and recording tools, sustainability reporting,
benefits realized, the development of management accounting
related to sustainability, the factors affecting the process of
sustainability reporting. Research has shown the possibility of
test three hypotheses are related to the scope of the field
study. The first questionnaire included a group of questions
and distributed on a statistical sample of employees of
commercial banks. The group of questions that cover the
motives for the issuance of sustainability accounting reports.
The second group of questions cover the difficulies and
problems associated with sustainability accounting reporting.
The second questionnaire was distributed with stakeholders
and interested in the reports of sustainability accounting to
inquire about the extent of their awareness of the sustainability
accounting reports. The results of field study has undergone to
appropriate  statistical tests, The research reached 1o
significant findings and recommendations for the development
of the conceptual framework for the process of preparing
sustainability accounting reports.
Keywords:  the  conceptual
sustainability — accounting — reporting-  the  three
dimensions of sustainability- sasb- the analytical
frarmmework of sustainabilily- objectives and principles of
sustainability-  stakeholder awareness- motives of
sustainability-  problems —and  difficulties  for the
preparation of sustainability reports.

framework  of the

Author: For Educational Affairs Vice Dean College of Busniess
Administration - Qassim University. e-mail: fahadsn99@gmail.com

. [NTRODUCTION AND RESEARCH
PROBLEM

In 1998, about 250 major companies issued
sustainability reports. In 2001 increased the level of
disclosure in England, Japan and Germany. In 2002,
principles were appeared for disclosure of sustainability
reports, then these principles have been revised and be
issued to become a new framework in 2006, and in the
same year issued more than 1,000 global company
sustainability reports, using these criteria and guidelines
( Ballou et al., 2006)(37).

The research problem includes some important
aspects related sustainability accounting as: the
accounting concept of sustainable environment, the
nature of corporate sustainability reports, the needs of
stockholders about sustainability reports, information
content of sustainability reports, the disclosure movies
of corporate sustainability reports, the role of
accountants in corporate sustainability, the professional
and accounting standards of corporate sustainability
reporting and the necessary steps to realize corporate
sustainability. Also, the problem of research extend to
include the complexity of generalization the previous
aspects related sustainability accounting, where the
contents, disclosures, reports, adjustments and others
are different depending on the kind of industry.

Field study in this research will deal banking
sector, where the expected results of questionnaire
distributed on the parties of stockholders in banking
sector will cover the determinants and multi -
dimensions of sustainability accounting reports.

I1. THE RESEARCH OBJECTIVIES

The main objective is to design a conceptual
framework for the accounting approach of corporate
sustainability reporting through the results of the
previous aspects. Another objective in this research is to
illustrate how to apply the determinants of sustainability
reporting for one of the banks. Also, the research aims
to enrich the accounting library with material on the
subject of sustainability accounting reporting, which the
writing in it characterized by scarcity.
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[1I. THE IMPORTANCE OF RESEARCH

The importance of research is shown through: -

1. The scarcity of research in the field of sustainable
development in general and corporate sustainability
reporting in particular.

2. Directing the attention of researchers and interested
about studying the role of accounting in achieving
corporate sustainability and provide sustainability
reports.

3. The research will provide a conceptual framework

for sustainability accounting reporting, it will enrich

the accounting knowledge with sustainability
principles,  procedures, reporting,  benefits,
measures and indicators.

Taking into account the economic, social and

political conditions, besides to the economic results.

The need to achieve a competitive advantage

requires providing information, especially in area of

society, environment and economic.

The financial results are not consider a single

standard for evaluating the performance of the unit.

The managerial accountant must enter other

dimensions in the evaluation process.

IV.

&

o

o

RESEARCH METHODOLOGY

The Researcher will use the inductive
method in identifying the determinants of sustainability
accounting in general and reporting process in
particular. Where, the researcher will induct the
previous studies to conclude the elements of the
conceptual framework for sustainability accounting
reporting. The researcher will use deductive method to
identify the form, contents, movies, objectives and
principles of corporate sustainability accounting
reporting through using a relevant designed
questionnaire. The sample will be drawn to resent all
parties of stockholders. The research will apply the
analytical approach and the statistic methods on the
results of questionnaire.

V.  THE LIMITATIONS OF RESEARCH

The research identifies the elements of
conceptual framework for the process of preparing
sustainability accounting reporting, whether include
concepts, principles, movies, measurement methods,
benefits realized, the qualitative characteristics of
sustainability accounting information and parties of
stockholders which need output of these reports.

But the research excludes operations analysis
of sustainability reporting by the various parties. Also,
the research excludes measurement operation of
reports effectiveness. Because the process of
generalization is rejected in sustainability accounting
reporting, it will shorten the practical side to prepare
sustainability accounting reports in banking sector.

© 2014 Global Journals Inc. (US)

THE REsbuaL CONTENTS OF
RESEARCH

VI.

The last sections were the research problem (1),
research objectives (2), the importance of research (3),
Research Methodology applied (4), study limitations (5).
The seven section (7) will covers literature review, while
the eight section includes the research hypothesizes,
the nine sector covers field study, the ten sector
presents results analysis, the eleven sector includes
conclusions and recommendations, the twelve section
covers the references used, finally the section thirteen
presents the appendixes.

VII.  THE LITERATURE REVIEW

In pursuit of the objectives of research and
overcome the research problem, the research will
classifies the literatures (researches, studies and efforts)
to 7 sets related with sustainability accounting reporting
as: the concept, stages of the evolution, the three key
dimensions, analytical framework, developing mangerial
accounting, some organizations and initiatives assist
companies, and the factors effected on sustainability
reports.

a) The Concept of Sustainability

Depending on (Tilt, C. A., 2007) there are
different terms for sustainability: social accounting,
social and environmental accounting, corporate social
reporting, corporate social responsibility reporting, or
non-financial reporting. Sustainability was originated
about 20 years ago and is considered a subcategory of
financial accounting that focus on the disclosure of non-
financial information about a firm's performance to
external parties such as capital holders, mainly to
stakeholders, creditors and other authorities. These
represent the activities that have a direct impact on
society, environment and economic performance of an
organization.

Sustainability — accounting in managerial
accounting contrast with financial accounting, In
managerial accounting is used for internal decision
making and the creation of new policies that will have an
effect on the organization's performance at economic,
ecological and social. Sustainability Accounting is a tool
used by organizations to become more sustainable. The
most known widely used measurements are the
Corporate Sustainability Reporting and the triple bottom
line accounting. These recognize the role of financial
information and shows how traditional accounting is
extended by improving transparency and accountability
by reporting on the Triple-P's (People, Planet, Profit).
Sustainability Accounting considers as a tool used by
organizations to become more sustainable. The most
known widely used measurements are the Corporate
Sustainability Reporting and the triple bottom line
accounting. These recognize the role of financial



information and shows how traditional accounting is
extended by improving transparency and accountability
by reporting on the Triple-P's.

The study (ICAEW, 2013) mentioned that the
most frequently cited definition is provided by the
Brundtland Report on environmental responsibility:
'Development that meets the needs of the present
without compromising the ability of future generations to
meet their own needs.". The study ( Albu, et al., 2011),
stated that on the social level, the Sustainability means
that the community must not use resources more , and
the competent of system must be integrated in the
society, while on the level of corporate the sustainability
includes the effect of corporate activity on the external
environment and on the future ( Aras and Crowther,
2009). Also, Sustainability extends to the level of activity,
which includes making decisions in the present and do
not restrict the choices in the future (Adams and
Whelan, 2009).

While the term ‘Corporate sustainability’ has
been used for over decade (Atkinson, 2000), but there is
still a wide divergence of opinions over what changes
this requires of business. The previous definition means
that the corporation must pursue only traditional profit
maximization models. By contrast, (Schaltegger and
Burritt, 2005) (Hopwood et al., 2010) define corporate
sustainability as a process which aims to integrate the
systematic management of the environmental and social
aspects of business together with the economic aspects
, both to achieve sustainable business development of
the wider economy and society. Proponents of
corporate  sustainability argue not merely that
companies have an ethical obligation to be responsible,
but that the environmental and social aspects of
performance are also essential for a business's success
in conventional terms, ie, that integrating environmental
and social performance into business management can
also result in improved financial performance. Corporate
sustainability is meant, that business strategy seeks to
use best business practices to achieve a balance
between the needs of stakeholders and potential. In
other words, corporate sustainability measure to what
extent companies integrate economic and environ-
mental factors and social within their operations (Artiach,
etal., 2010).

Sustainability Management is a term to covers
many functions needed to monitor activities and outputs
more closely, to control on pressures from stockholders,
to manipulate shortages of natural resources including
increasing energy costs, to review products and
processes to recognize and respond to changing cost
structures and risks. The need to manage sustainability
as a business issue has been to create an additional
organizational function which is made primarily
responsible for coordinating sustainability management
(Schaltegger & Wagner, 2006).

The term 'sustainability accounting' is used to
refer to the process of the collection, analysis and
communication of sustainability — related information

(Schaltegger and Burritt, 2000). The theme of
sustainable  development considers as one of
contemporary issues which received increasing

attention at the international and local level, and at the
level of governments and businesses. The Organization
of Economic Cooperation and Development (OECD,
2002), considers sustainable development as including
the integration of economic, social and environmental
community objectives, to maximize human well-being at
the present time, without compromising the ability of
future generations to meet their needs. At the level of the
economic unit, The International Federation of
Accountants (IFAC 2006), defines the sustainability by
its ability to add value and continue to presence in
future. The sustainability of corporate business strategy
seeks to use best business practices and achieve a
balance between the needs of stakeholders and existing
recipients. Consequently, the performance of corporate
sustainability measures to what extent the company
integrates aspects of economic, environmental, social
and governance within their operations and thus
contribute to the impact on the community. The report of
corporate sustainability discloses the financial and non-
financial information to internal and external
stakeholders  concerning the  establishment  of
economic, environmental, social activities and ability to
deal with related risks, including contributing to the
provision of useful information and can be relied upon
for decision-making purposes.

The GRI (Global Reporting Initiative), which is
established at Dec. 1983, with the title" Our Common
Future" by Brundtland Commission, where the president
is Gro Harlem Brundt, with the goal is to provide
guidelines to organizations reporting on sustainability
(Eldjouzi, G., 2011). The GRI states that "reporting on
economic, environmental and social performance by all
organizations is as routine and comparable as financial
reporting".

The concept of sustainability accounting has
emerged from developments in accounting, with two
lines of thought. The first line is the philosophical debate
about accountability if and how it contributes to
sustainable development and which are the necessary
steps towards sustainability. This approach is based on
an entirely new system of accounting designed to
promote a strategy of sustainability. Second line is the
management perspective associated with varied terms
and tools towards sustainability. This could be seen as
an extension of or modification to conventional financial
cost or management accounting.

The researcher believes that accountants
should not limit the definition of the concept of
sustainable development on a narrow conception and
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the use of natural resources should not lead to extinct or
deteriorate or decrease resources for future generations.
The more relevant definition is to concentrate on the
maximum limit of economic environment advantages.
This mean that the sustainable environment includes
three dimensions: (1) Improving the level of welfare of
man (economic). (2) Protect and maintain the integrity of
environmental and ecological systems (environment).(3)
Achieving social justice in the distribution of economic
and natural resources.

b) Siages of the evolution of the concept of
sustainability

The Study (Sehaltegger And Burritt, 2010),
stated That development which leads to sustainable
accounting could be distinguished in several time
periods in which a number of trends were evident:
1971-1980, 1981-1990, 1991-1995 and up to the
present. While Study (Mathews, 1997) considered these
periods distinguish in volume of empirical studies,

normative  statements,  philosophical  discussion,
teaching  programs, literature and  regulatory
frameworks.

Through the period (1971-1980) had been

published a large volume of empirical works and a
number of papers referring to the buildings of models
which support social accounting disclosures. The early
works suffered from the following problems (Mathews,
1997):-

1. Subjectivity of analysis, where the social and
environmental accounting literature (SEAL) was
underdeveloped.

2. Information related to the social dimension of
accounting have been mostly connected with
employees or products.

3. Environmental matters were treated as part of a
social accounting field.

4. The empirical studies and research were mainly
descriptive.

5. The philosophical debate was not widespread.

While the period (1981-1990), where the first
part of decade showing increased sophistication within
the social accounting area, while through the second
part of the decade, an apparent transference of interest
to environmental accounting with increasing trend of
specialization in literature. Generally, the benefits of this
period were:-

1. Empirical research was more analytical.

2. Concerns of social disclosures have been replaced
by a concentration on environmental disclosures.

3. Normative statements and model building fostering
now the environmental area.

4. The development of teaching programs about social
and environmental accounting issues.

© 2014 Global Journals Inc. (US)

Some problems are existed through this period:-

1. Increasing the degree of individual interpretation in
financial reporting.
2. Less normative statement have been made.

The period (1991-1995) was characterized by
the almost complete domination of environmental
accounting over social accounting. There have also
been a number of extensions from environmental
disclosures into environmental auditing as well as the
development of framework to guide the applications of
environmental auditing and in particular the develop-
ment of environmental management systems.

The period (1996- present), the accounting
literature has demonstrated a considerable increase in
concemn for the issues of sustainable development for
SOMe reasons:

1. The convergence of global capital markets.

2. The emergence of global and regional quality
issues.

3. The accounting profession in the Asian financial
crisis in 1997/1998 as well the Enron collapse in
2001.

Also, study (Kee P., 2012), mentioned that
Several proposals and significant statistical work as well
as a growing body of measurement on accounting for
sustainable development is being carried out in many
international and national settings, The United Nations
and the OECD have sponsored work addressing
accounting for sustainability. Study (Lamberton, G.
2005) asserted that environmental accounting is the
most evolved form of sustainability accounting and
increasingly processed in the academic circle beginning
with the work of Robert Hugh Gray in the early 1990s,
and through the release of the Sustainability Accounting
Guidelines at the World Summit on Sustainable
Development in 2002.

Study (Gray, R. (2005). Mentioned that recent
years have seen an increasing acceptance for these
new reporting approaches. Also energetic and
innovative experimentation by far-sighted organizations
have demonstrated that sustainability aspects in
accounting and reporting are crucially important,
feasible and practicable. The International Federation of
Accountants (IFAC), which obijective is to develop the
accounting profession and harmonize its standards,
today includes 167 member bodies in over 127
countries and represents approximately over two million
accountants worldwide.

c) The Three Key Dimensions

There are three key dimensions of sustainability.
Every dimension focuses on different subsets, (Emnst
and Young (2011) :-



The schedule (1)
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companies' strategies from a sustainable framework by
disclosing information on the three dimensional levels
(environment, economical and social). In practice,
however, it is difficult to put together policies that
promote simultaneously environmental, economic and
social goals. This trend has made companies not to
emphasize in the creation of value but also in the risk
mitigation that are linked to the environmental and social
subset of sustainable development. This development
has being driven by multiple factors connected to
sustainability issues (risk and liabilities) and the need of
the company to respond to sustainable growth.

About the sustainability accounting reporting
(GRI' Downloadable report , 2011), The concept of
sustainability accounting is being carried out in an
international setting with a vast and growing level of
experience in the measurement of sustainable
development. It recognizes the role of financial
information and shows how this can be extended to the
social and environmental level. No regulations, reporting
standards, established framework or rules to prepare
the report in sustainability accounting. This trend offers
companies a greater flexibility than financial statements.
There are several ways and mechanisms of reporting,
such as assurance statements, environmental, social
and economic performance reports, that have been
noted. Some of these reports include shorter and more
concise reports. Some companies are including in their
reports a combination of hard copies and online
resources as well as downloadable PDF files. Now we
start to suggest the guidelines and frameworks to report
on the social environmental information. It is important
that companies understand the technique of reporting
frameworks, standards and guidelines that may affect
the form and content of their reports. In mostly all
countries around the world, there are currently no
governmental requirements for companies to prepare
and publish sustainability reports. Companies that have
started to adopt this new method of reporting have
faced new challenges in reporting due to the lack of
experience. Failing to report accordingly to the
guidelines and frameworks provided (see OECD and
GRI) would lead them to potentially reduce their
credibility of published information.

Analytical frameworks are important for linking
information from different areas. Various types of
frameworks are being used nowadays depending on the
purpose of measurement. These frameworks seek to:

e Integrate the economic, environmental and social
dimensions of sustainable development.

e Have sound foundations and to maintain key
information needed to improve sustainable
development measurements.

e Clarify relationships between different indicators and
policies.

Some examples of analytical frameworks are;
Pressure — State — Response (PSR) model which is
based on one of its variants Driving Force — Pressure —
State — Impact — Response used by the European
Environment Agency.

The accounting frameworks seek to quantify
information in the three dimensions of sustainability
accounting. The System of National Accounts (SNA) has
proven that measuring sustainable development with the
conventional system of financial reporting is inadequate.
The accounting structure imposes a more systematic
approach that is not too flexible in comparison to the
standards and frameworks that offer the GRI and OECD
among others. Accounting for sustainability therefore
requires an extension of its standard framework. The
OECD offers two different approaches to the accounting
framework for sustainability accounting:-

i. Measuring Environmental, economic and social
relationships
Which need a clear understanding of the
relationships  that exists between the natural
environment and the economy. It is not possible without
understanding the physical representation. The physical
flow accounts are helpful in showing the characteristics
of production and consumption activities. Some of these
accounts focus on the physical exchange between the
economic system and natural environment.

ii. Wealth-based approaches

Which refer to the preservation of stock of
wealth. Sustainability is observed as the maintenance of
the capital base of a country and therefore potentially
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measured. A number of environmental changes are

contained also in these financial statements that are

measured during an accounting period of time.

The GRI offers advanced material to help
organizations of all types to create their accountability
reports. This published material lead organizations
through the reporting process with main idea of
becoming more sustainable in their practices in
everyday business.

The study (Lamberton, 2005) (SASB, 2014),
present the five components of sustainability accounting
framework:-

e Sustainability Accounting Objectives, where the
main objective is to measure corporate performance
about sustainability objective from environmental,
social and economical view. Also, the objectives
include Ensuring the application of accountability,
transparency and disclosure about corporate
activity results, providing relevant information for
internal and external parties. Information must have
a set of qualitative characteristics, which include
relevance, transparency and comparability.

e Sustainability Accounting Principles. Where study
(Mathews, 2009) considers the financial accounting
principles are similar to sustainability accounting
standards. For instance, the traditional costs,
continuation, the accounting period, accounting
entity and materiality concept.

The accounting entity in  sustainability
accounting depends on the level (partial or total) which
the sustainability accounts are prepared, So the
accountant prepares sustainability accounts on the
partial level to the economic entity, while he prepares
sustainability accounts on the total level to the national
or regional level. Also the accounting period may be
month, quarter, or one year, whether in financial or
sustainability accounting. The measurement unit in the
sustainability accounting is miscellaneous, do not
depend on the monetary unit, The use of social and
environmental factors require a variety of units of
measurement (Badawi, 2011). Also, beside the
traditional costs principle in financial accounting, the
sustainability accounting applies the principle of capital
preservation to maintain the capital of environmental,
social and economic. Also, the sustainability accounting
must give priorities to the social and environmental
impacts in accordance with the relative importance of
items, then it is necessary to take materiality concept
(Gray et al., 1995).

The Principles of Sustainability Accounting.
promote and commits the participants to collaborative
research and training in this area. The acknowledge and
application of sustainability accounting principles help
the accountants to provide relevant information, also
educate  tomorrow’s  accountants to  embed
sustainability throughout the profession.
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SASB has established various principles to
guide the development of the sustainability accounting
standards. These include issuing standards when:

1. They are applicable to all investors on an evidence
based approach.

2. They are pertinent and relevant across an industry,
again based on robust evidence.

3. They are focused on driving long term value
creation and risk mitigation.

4. The expected benefits exceed the perceived costs.

5. They are actionable by the companies.

6. They are easily verified such that they are
measurable, quantifiable when possible, compare-
able, replicable and auditable.

7. They are objective and support decision making.

8. They are of the highest quality possible at any given
time.

9. They embody the minimum set of standard criteria
which include relevance, usefulness, applicability,
cost-effectiveness, comparability, completeness,
directionality and audit ability.

10. They are reflective of the views of stakeholders.

11. They support the shift to integrated reporting.

12. They support the convergence to international
accounting standards.

Also, Study (Alssawi, 2012) mentioned a set of
principles:-

1. The transparency. It Means full disclosure of
processes, procedures and assumptions used to
prepare a sustainability report for the company.

2. The inclusiveness. It means to perform all the
diverse needs of stakeholders who use
sustainability reports.

3. The susceptibility to Review. This principle suggests
the range which is permitted by the administrative
information system and communication practices in
the company to conduct examination for accuracy
by internal and external parties.

4. The completion. This principle permits to disclose
on all information concerned by the stockholders
with sufficient details in order to can evaluate the
environmental, social, and economical performa-
nce. Also, the completion principle includes three
dimensions (operational, scale, and time).

5. The relevance. It means that information provided
have a high degree of correlation with the decision
to be taken. It indicates that the principle
established by the sustainability report of seeking to
develop their performance in the context of
environmental, economic and social aspects.

6. The accuracy. It means achieving a degree of
accuracy in the information disclosed for users to
make decisions on high degree of accuracy.

7. The objectivity. Sustainability report should provide
a balanced presentation of the performance. The



accountant should avoid bias in selecting and
providing information, It means fair presentation.

8. Susceptibility to comparison. Accountants must
keep the consistency and stability within the limits
and scope of the reporting and disclosure. The
accountant must present information in comparative
form with past information.

9. The Clarity. The information must be understand-
able and usable by different groups of users.

10. The time. The accountant must submit sustainability
reports according to regular schedules to meet the
needs of users and compatible with the nature of
the information about the benefit and economic

performance.
e Methods of measuring and recording. The
measurement process within the sustainability

accounting faces a number of difficulties, mainly the
nature of the social or environmental activities to be
measured. It's also non-specific activities have not
been agreed upon and the existence of a gap
between what corporate expects and what society
expects. So the relevant measurement approach in
Sustainability accounting is a multi-dimensional
measurement approach. This approach includes
quantifying and descriptive measurement. There are
various types of quantitative measurement system
to include the original count, ordinal measurement
system, scale measurement system and relative
measurement  system. While the descriptive
measurement considers the easiest methods of
measurement. It's depends on the operations and
activities description of environment and society
carried out by the corporate.

The study (Bebbington et al., 2009), explained
that the analysis tools and data recording for
sustainability accounting with the equivalent in financial
accounting. And study (Deegan et al., 2002), suggested
using of balanced score — card (BSC) to measure and
evaluate multi dimensions.

o Corporate Sustainability Reporting. Sustainability
report illustrates quantifying and descriptive
information,  financial and nonfinancial, to
communicate these information to stockholders.
The forms of sustainability reports are several, and
include performance reports, output and input
analysis, analysis of the product life cycle, the report
of the stock of natural capital, statements of
legislation and regulations, and Statement of social
and environmental impacts. The sustainability report
must be comprehensive, whether in measurement,
disclosure and achieving accountability (Bebbington
J. and Gray R., 2001).

The disclosure of sustainability is controlled by
two factories. The first includes increase in awareness of
internal and external stakeholders about issues related

with sustainability and it's effect on economic
performance. The second includes the needs and
motives of business units to respond with sustainability
issues (Cormier &Gordon, 2001).

Also, The study (Rao, Sunita, 2012), mentioned
research on sustainability is important because an
increasing number of entities are preparing sustainability
reports(SR), which attempt to measure their
environment, social and economic performance. That
focus on SR assurance because of two reasons: (1) A
growing number of companies are issuing SRs. (2)
Obtaining assurance on these reports. However, there is
no formal approach to assist the assurance provider in
their complex risk analysis and planning activities. The
researcher concluded that provision of assurance on a
sustainability report improves perceived reliability of the
environmental and social information. Also, the
professional and academic accountants can contribute
significantly to the debate surrounding corporate social
responsibility as they have the ability to provide a
mechanism for holding corporations responsible for
what they do. The need to prepare sustainability report:-

1. The financial statements and reports considers for
companies the main tool for investors and other
users and stakeholders to make decisions. With the
rapid change in the business environment has
become, There is agreement that these reports do
not adequately reflect the multi-dimensional at the
present time.

2. There is a need to disclose non-financial information
to include issues such as sustainability, corporate
governance and risk management. And the role of
the firm in achieving social and environmental goals,
Such issues are not covered by the financial
statements and reports, and here appeared the
importance of social and environmental disclosure
and then to reveal the evolution of sustainable
development (Wheeler and Elkington, 2001).

3. The increasing trend towards companies issuing
sustainability reports (CSR), and includes a
sustainability report to disclose financial information
and non-financial for internal and outsiders
stakeholders about the economic and social
activities of company, therefore, the report also
called" triple bottom line reporting.

4. The motives and reasons of companies to issue
sustainability reports are multiplied, these include
factors associated with the characteristics of the
companies, factors associated with the surrounding
environment, the factors associated with the culture
of the entity. For example, include the factors that
are related to the characteristics of each of the
companies the size of the company, and the type of
industry, financial performance, the size of the stock
trading in the stock market, and the proportion of
debt. While surrounding environmental factors
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5. Sustainable

include each of political and social variables

(Klumpes, 2011).

development and disclosure of
sustainability reporting creates both opportunities
and challenges for accountants through the key role
that can be played by accountants in the
sustainability —accounting by measuring and
providing information on economic, environmental,
and social performance (ICAEW, 2004).

6. Corporate sustainability reports are a way to meet
the needs of shareholders and the interests of the
owners of the information needed to evaluate the
long-term performance of the enterprise (Soloman
and Lewis, 2002).

Generally, the sustainability report of any
economic unit, must include identification about vision
and strategy of sustainability related this unit. The vision
and strategy of sustainability include challenges
management related with social, environmental and
economical performance, and determining the parties of
stockholders concerned with these issues, business
strategies, corporate objectives, procedures of issues,
and the opportunities and threats to improve the social,
environmental and economical performance.

e Benefits realized from the preparation of
sustainability reports (KPM@G,2008) (,which include

focus on transparency, information about the use of
resources available to provide cost data and

revenue-generating, forming a perception of
stakeholders to protect and strengthen the
reputation of the entity, focus on  Sustainability

approach and strategy to stimulate work towards
continuous improvement, sustainability reports
disclose on the commitment extent of the unit about
the procedures, rules and legislations to reassure
stakeholders, data about the risks and how to
manage, Strengthen the competitive position
through the promotion of innovation, Strengthening
management systems and decision-making through
the management of environmental, social and
economic risks through identifying the opportunities
and external threats and identifying the strengths
and weaknesses within the entity, increase
awareness and stimulation of  workers through
increasing the loyalty of employees and workers
and reduce turnover and sustainability reports lead
to attract money from both lenders or investors.

e) Some organizations and initiatives assist companies

The listed organizations and initiatives assist
companies in finding the right path to sustainability
accounting. For further information about why and how
to report consult the following organizations:-

The schedule (2)

Company/Organization

Description

Link

Global Reporting Initiative

The Global Reporting Initiative's (GRI) provides
reporting guidelines and is the most adopted
framework for sustainably reporting.

http://www.globalreporting.org

World Business Council for
Sustainable development

A global association with 200 companies, it
provides a platform for companies to explore
sustainable development.

http://www.wbcsd.org

Is the largest online directory of companies that

KPMG

companies. It also provides services related to
sustainability disclosure and related topics.

Corporate Register has issued a CRS, sustainability orfhttp://www.corporateregister.com
environmental reports.
One of the worlds leading consulting

http://www.kpmg.com
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Company/Organization

Description

Link

Ernst and Young

One of the world's leading consulting
companies. It also provides services related to
sustainability disclosure.

http://www.ey.com

Sustainability

A widely recognized consultancy on issues
related to sustainable development,
accountability.

http://mwww.sustainability.com

Accountability

Accountability is an international professional
institute that focuses on the sustainable
development,  accountability and  public
disclosure.

http://www.accountability.org/

Carbon  Disclosure  The|
Carbon Disclosure Project is
an international http://www.
cdproject.net

Project

Initiative to disclosure corporate information
relating climate change.

Indian Centre for Corporate
Social Responsibility
(ICCSR)

ICCSR is a Not for Profit Global Advisory and
Training Organization engaged in the Business
of promoting Corporate Social Responsibility in
India and globally.

http://www.iccsr.org

American Board to organize
the sustainability

The Board issued 3 standards belong:- Health
care, Banking and communication and
technology. SASB will issue 8 standards to cover|

www.sasb.org/sasb/Vision-
missiory.

the residual sectors.

The Sustainability Accounting Standards Board
(SASB, 2014), is an independent non-profit organization.
SASB’s mission is to develop and disseminate
sustainability accounting standards that help publicly-

listed corporations disclose material factors in
compliance with SEC requirements. SASB vision a
world where transparent corporate sustainability

performance and a shared understanding of its
significance drive companies and investors to make
decisions that increase long-term value and improve
sustainability outcomes. SASB’s mission is to develop
and disseminate sustainability accounting standards
that help publicly-listed corporations disclose material
factors in compliance with SEC requirements. Through

these standards, along with associated education and
outreach, SASB is working to increase the usefulness of
information available to investors, and improve
corporate performance on the environmental, social,
and governance issues most likely to impact value.

The following schedule demonstrates the key
dates, sectors, status of the standards belong the
sustainability accounting by SASB:-
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The schedule (3)

NO. Sector Status and Date The standards issued
1 Health Care Issued at 31/7/2013 The standards issued were to
2 Financials Issued at 25/2/2014 cover the first 3 sectors.
Each Standard include Two
3 Technology & | Issued at 2/4/2014 Main Titles :-
Communications Introduction and  Material
Sustainability ~ Topics &
Accounting Metrics.
4 Non-Renewable Resources | Incorporating Public
comment Period
Feedback. at 14/1/2014
5 Public comment at
Transportation | 18/4/2014
6 Services Incorporating
Feedback. At 16/7/2014
7 Resource Transformation Not started
7/10/2014
8 Consumption | Not started
13/1/2015
9 Consumption li Not started
8/4/2014
10 Enewable Resources & | Not started
Alternative Energy 7/7/2015
11 Infrastructure Not started
1/12-2015

SASB Standards are comprised of (1)
disclosure guidance and (2) accounting standards on
sustainability topics for use by U.S. and foreign public
companies in their annual filings. SASB'’s disclosure
guidance identifies sustainability topics at an industry
level and—depending on the specific operating context
of a company—may be material to a company within
that industry. SASB’s accounting standards provide
companies with standardized accounting metrics to
account for performance on industry-level sustainability
topics. When making disclosure on sustainability topics,
companies adopting SASB'’s accounting standards will
help to ensure that disclosure is standardized and
therefore useful, relevant, comparable and auditable.

Each standard includes two main points, the
first introduces the disclosure guidance, which identifies
sustainability topics at an industry level and- depending
on the operating context of a company — may be
material to a company within that industry.

The second point is that the accounting
standards provide companies with standardized
accounting metrics to account for performance on
industry-level sustainability topics. For example, Health
care standard comprises 11 topics, each topic presents
it some codes, and each code has accounting metric.

The first issued standard (Health Care Sector)
covers 6 main fields:-

(1) Biotechnology. (2) Pharmaceuticals. (3) Medical
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Equipment and Supplies. (4) Health Care Delivery. (5)
Health Care Distributors. (6) Managed Care.

The Second issued standard (Financial Sector)
covers 6 main fields:-

(1) Commercial Banks. (2) Investment Banking &
Brokerage. (3) Asset Management & Custody Activities.
(4) Consumer Finance. (5) Mortgage Finance. (6)
Security & Commodity Exchanges.

The Third issued standard
Communication) covers 6 fields:-

(Technology &

(1) Electronic Manufacturing Services & Original Design
Manufacturing. (2) Software & It Services. (3) Hardware.
(4) Semiconductors. (5) Telecommunications. (6)
Internet Media & Services.

The study (Odeh K., 2013) supports a
framework took a balanced approach in accounting for
the environmental, economical and social sustainability
issues in ICT and recognized contributions of innovation
to sustainable Ict. The rating method was based on a
weighted and aggregated set of criteria that were
validated by ICT sustainability experts.

7 Developing the managerial accounting

The study (Rasnick, D. L. , 2013), explored how
higher education can enable the management
accounting curriculum to include sustainability content
and learning outcomes to encourage future accountants



and leaders to use such information in organizational
decision- making . It examines current system thinking
theories, and studies how the leverage points available
through the management accounting function may
assist organization to embed sustainability into daily
practice. To support this transformation, the research
reviews the knowledge — base, activities, and tools of
management accounting and suggests how to
incorporate sustainability principles and criteria into the
curriculum within @ community college in British
Columbia (BC) that has established sustainability as a
strategic goal. Action explore how the management
accounting curriculum within the school of business
could be enhanced to support organizations in
embedding sustainability into practice, and identifies
recommendations for curriculum redesign at the
department level, and key elements of change —making
to enable it. The research question is "How can
management accounting curriculum in higher education
be enhanced to support sustainability?"

The Purpose of Study (Elewa, May, 2007) is to
present the argument for and against Environmental
Accounting, and perhaps bridge the gap between both
views. After bridging the gap, the next step is to
encourage all companies to have a strong well defined
Environmental Management System intact that will be
responsible for the application of environmental
accounting to reduce or eliminate environmental costs.
At the light of previous words, the main questions are:-
(1) Does Environmental Accounting affect profit growth ,
development ,and sustainability of a business? (2) How
can the Environmental Accounting technique of the case
company, be developed? (3) Who must take on the
responsibility of applying Environmental Accounting?.
The case study conducted at Nypro company, as
plastics molding and injection.

The main finding of this research implies that
applying an adjusted conventional accounting system,
which includes full environmental cost assessment,
produces accurate accounting reports for the
organization. These reports are considered an
imperative source of truthful information regarding the
organization's operation. Such information is essential
for formulating the most appropriate decisions regarding
the organization's profit growth, development, and
sustainability.

The study (Guthrie, J. et all, 2008) mentioned
that the nature of industry presents material element in
determining social and environmental (SE) policy and
reporting requirements, where the SE impacts very
greatly from industry to other .Also the generalized
nature of many SE disclosure instruments is a limitation
on the accuracy of the results of empirical studies which
only focus on annual report disclosure and size. This
paper attempts to address this limitation by developing
an industry — specific reporting framework to examine
SE performance based on an empirical analysis of the

issues that apply within the chosen industry. Also, it
assesses corporate SE reporting against intra — industry
issues, as well as more universal reporting
requirements, the latter derived from widely accepted
and utilized reporting frameworks in the literature.

While the study (Xing Y., et. All, 2009), It's
purpose is to design an integrated model to assess and
evaluate all dimensions (economical, social, and
environmental) of urban development and to introduce
accepted model from all parties of stockholders. Also,
this model allows decision makers to identify
sustainability indicators and which may lead to more
holistic evaluation of the sustainability impact of
elements of the urban environment.

The study (Frame B. and Cavanagh J., 2009),
examined the application of sustainability in case
studies, where it faced issues over assessment
boundaries, data limitations, and stockholder
engagement There is much development needed,
especially around engagement and externalities, before
such techniques can achieve independent lives of their
own away from their research — based caregivers.

Corporate  sustainability program  requires
(Galayda J. and J. Yudelson, 2010): -

1. Focus on the internal strengths and take advantage
of external opportunities.

2. ldentify weaknesses and address and counter the
threats of the external environment.

3. The implementation of that vision, the required work
team must assigned. to collec and analyze
information on the effects of social, environmental
and economic for the purpose of decision-making
and the development of strategic plans and achieve
the vision set.

4. Developing important performance measures to the
sustainability of the economic unit, by through an
integrated system of accounting tools for Corporate
sustainability.

5. Once the formulation of vision, team work selection,
and the development of performance measures, the
implementation of strategic plans for sustainability in
line with the competitive situation and the internal
strengths and opportunities externally.

6. The efforts to achieve sustainability established
effectively must be connected to stakeholders, both
internal and external, through the sustainability
report. Whether the information is financial or non-
financial, and according to an agreed 3 dimensions
(environment, society and economic).

The study (Birkin et al., 2005) demands that
disclosure of accounting to include social and
environmental posts, to also include corporate
governance and risk management. The International
Federation of Accountants (IFAC, 2006) determines
general framework for the work of accountants in the
field of corporate sustainability to include: sustainability
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management, external reporting, support systems, non-
financial support considerations and aspects of
sustainability  in  business  practices, increase
transparency and directed the long-term to develop
policies to address issues of sustainability. Study
(Simnett et al., 2009) considers the sustainability
accounting presents challenges and opportunities for
accountants. While study (Burritt and Schaltegger, 2010)
suggests 3 approaches to develop corporate
accounting sustainability. The first approach begins the
development from inside (the mangers) to support the
competitive position, the second approach begins from
outside (the external stockholders), depending on idea
includes the corporate presents social entity. While the
third approach integrates the two previous approaches,
or we must collect the internal and external parties.

g) The Factors Effected on Sustainability

The study (Pikeville S., et. all, 2013) examines
the role of contextual and strategic factors in the
development of environmental management control
systems in manufacturing companies. The authors test
the roles of perceived ecological environmental
uncertainty, perceived stakeholder pressures, and the
degree of corporate environmental pro-activity on the
development of environmental management control
systems. The main results from a survey of 256
manufacturing companies suggest that companies that
perceive greater ecological environmental uncertainty
are less inclined to develop a proactive environmental
strategy.

The study (Mahoney and Roberts, 2007),
examined the relationship of corporate social
performance (CSP) to financial performance (FP) and
institutional ~ ownership.  The  empirical  analysis
performed on a large —sample of publicly held Candian
firms and use a novel independent measure of CSP.
Based on tests utilizing four years of panel data. The
researchers founded no significant relationship between
a composite measure of firms 'CSP and FP, while the
researchers founded significant relationships between
individual  measures of firms 'CSP regarding
environmental and international activities and FP. Also,
the findings indicate a significant relationship between
firms' composite CSP measure and the number of
institutions investing in firms' stock. In addition, the
researchers founded significant relationship between
firms' CSP ratings regarding their international activities
and product quality and the number of institutions
investing in firms' stock.

The study (Deegan and Soltys, 2007) provided
an insight undertaken within Australian. The paper
demonstrated that Australian researchers account for a
significant amount of internationally published social
accounting research, but emphasizes that the research
effort seems to be confined to a limited number of
researchers perhaps reflecting a lack of 'take — up' in this
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area in terms of the scale of participation. The paper
also considered various factors which seem to be
impeding the ' accounting researchers.

The study (Adams and Frost, 2008), examined
the process of developing key performance indicators
(KPIs) for measuring sustainability performance and the
way in which sustainability KPIs are used in decision —
making, planning and performance management.
Interviews were conducted with personal from four
British and three Australian companies. The findings
indicated that the organizations are integrating
environmental indicators, and increasingly also social
indicators, into strategic planning, performance
measurement and decision-making including risk
management. The sustainability issues on which sample
focus and the management operation on which they
impact vary considerably.

The study (Guerreiro M., et all.,, 2008), used
ordinal regression, structural equation modeling, and
multivariate analysis techniques to investigate the
preparedness to adopt IFRS that was exhibited by listed
Portuguese companies in August 2003. The researchers
founded the level of preparedness was significantly
associated  with  company  size, commercial
internationalization, audit by a 'big 4' accounting firm,
and profitability. The findings will help to indicate the
pre-condition that are likely to spur lagging companies
(and countries) to prepare to implement IFRS.

The study (This tlethwaite J., 2011),
demonstrated  the  relationship  between  the
environmental policies and global financial markets,
Also the debates of international accounting standards
for disclosure (IAS37, IFRS3 and FAS5) on
environmental performance. The environmental issues
will be material accounting issues when it become as
costs on the company. In spite the complexity of costs
measurement resulted from damage in environment, the
accountants must take these costs when make pricing
decisions. The financial accountant must disclose the
material environmental costs when prepare the financial
statements. The IASB must harmonizes the accounting
standards between the countries to be able measure the
environmental performance. The measurement must
include the liabilities and risks which be linked with the
environment.

The study (United Nation Division For
Sustainability Development, 2001) mentioned that the
large number of stakeholders have begun to focus on
Accounting Sustainability and their applications which
aims not include environmental factors and the overall
economic only, but also social aspects of basic
essential for sustainable environment. Broader definition
that includes the UN Working Group on the accounting
for the environment, which distinguishes clearly the
physical and financial aspects of the environment. This
definition has been reached by international agreement



for the members of the group, which represents 30
countries. Under the Group Management Accounting
environmentally defined as the identification and
collection and analysis and the use of two types of
information for internal decision-making:-

1. Information on the use of physical flows of energy
and direction, water and materials, including waste.

2. The financial information relating to the environment,
cost reduction and revenue.

The contemporary trend of the concept of
management accounting tends to neglect of the

environment and social concerns will lead to
inefficiency, because the use of resources is by
maximizing their values in the long term while taking
considerations relating to the external aspects
associated with the activity of the organization.

The researcher can summarize the conceptual
framework for sustainability accounting reporting
depending on the last paragraphs as following:

Vision and
strategy of
corporate

Movies of

Reporting

Objectives of Reporting

Reqirements of

Stockhdlders

¢

Principles

A
A

A
y

Benefits

Three Key

Dimensions

Measurement

and Recording

A

A
y

A

«—> Reporting

A

v

Obstacles and problems of Sustainability Acc. Reporting
Model Developed for Sustainability Acc. Reporting (Source. the Researcher)

VIII.  THE HYPOTHISIS OF RESEARCH

Depending on the problem, objectives and
analysis of literature of research, the researcher can
formulate the following three hypotheses:-

1. There are several motives that stimulate Commercial
Bank Management to prepare and publish
sustainability accounting reports.

2. The Commercial Bank managers do not face any
difficulties or problems hinder the process of
preparing and publishing sustainability accounting
reports.

3. There is a high level of satisfaction of all parties to
the  multi-stakeholders  towards  sustainability
accounting reports prepared and published by the
Commercial Bank.

IX. THE FiELD STUDY

The field study seeks to test the research three
hypotheses, where the final purpose is to identify the
conceptual framework of sustainability accounting
reporting. Also the sub purposes are to measure the
level of satisfaction all parties of stakeholders, to identify
the movies of preparing the reports required, and to
determine the problems and difficulties of disclosure
operation related the sustainability accounting reports.

a)  Population and Sample of the Study

The population of the study are two groups .the
first group includes all Saudi banks operating in the
Kingdom of Saudi Arabia, which include 12 banks
(Which is expected from it's management to prepare
sustainability reports):-
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The schedule (4)

No. | Name of Bank No. Name of Bank
1 National Bank of Saudi Arabia 2 The Saudi British Bank
3 French Saudi Bank 4 Saudi Holland Bank
5 The Saudi Investment Bank 6 Arab National Bank
7 Al Ballad Bank 8 Al Jazzier Bank
9 Riyadh Bank 10 Samba Financial Group (Samba).
11 Al Rajah Bank 12 Development Bank.
The first questionnaire will be designed to personal interview beside the two questionnaires

distribute statistically on some managers work in Saudi
Banks. The objective is to identify on main movies
(drivers) of disclosure and to determinate the problems
and difficulties of reporting. While the second group
presents all parties of stakeholders (Investors, Workers,
Customers, Lenders, Government Agencies, Suppliers,
Non Governmental Organizations, Audience and Board
of Directors). The second questionnaire will be designed
also to distribute statistically as sample to find out the
extent of their awareness about the importance of
sustainability reporting. The researcher depended on

suggested. The first sample was selected randomly 36
items from banks group, also the second sample was
selected randomly 54 items from the stakeholders.

b)  Data collection method
The researcher adopted the style of the list of

questionnaire and the personal interview. Also, the
verbal formulas, the ease and clarity were taken into
account through the design of questionnaires. The first
appendix (1) presents the first questionnaire, while the
second appendix (2) regards the second questionnaire.
The schedule (5) summarizes replies received :-

The schedule (5)

Data The first questionnaire The second
questionnaire

Questionnaires distributed 36 54

Responses received 28 42

The response rate %77.8 %77.8

Replies sound 25 36

Response sound rate %89.3 %85.7

c) Statistical methods used in the analysis of data

The search data undergone for statistical
analysis plan aimed at checking the veracity of the
assumptions. The research used SPSS program to
provide many statistical indicators, such as the
correlation coefficient, standard deviation, mean and
other statistical indicators. Nonparametric tests were
used because of the nature of the data (sign — test and
wilcoxon- test). The decision of reject or acceptance
depends on the observed level of significance. Data
were analyzed on the assumption that the level of
significance equal to 0.05, it is meaning that the
maximum acceptance probability of falling into the error
of the first kind is 0.05.

X. RESULTS OF STATISTICAL ANALYSIS

The researcher can summarize the results of
statistical analysis of each hypotheses on a statistical
basis as follow:

a) Hesults of stlatistical analysis for the first
hypotheses

The first hypotheses states “There are several

motives that stimulate Commercial Bank Management
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to prepare and publish sustainability accounting
reports.”, Depending on some descriptive measures,
frequency distribution and relative frequencies, It can
summarize the results as follows:-



The schedule (6)

Motive

N

valid

missing

Mean

Median

Std
deviation

Min.

Max.

1-Sustainability ~ Accounting
Reporting Aims to interaction
with environmental and Social
Issues in society.

25

4.80

5.00

4.08

4.00

5.00

2-Sustainability ~ Accounting
Reporting Aims to Earn the
Legitimacy of the Existence of
the Bank as A National
Institution.

25

4.84

5.00

0.374

4.00

5.00

3-Sustainability  Accounting
Reporting Aims to Increase
the value of the Bank's
Shares.

25

4.04

5.00

1.428

1.00

5.00

4-The Bank Management
expects environmental and
Social benefits  realization
Through the Disclosure of
Sustainability Reports.

25

4.88

5.00

0.332

4.00

5.00

5-The Bank Management
expects Costs Accepted As a
Result of Disclosure of
Sustainability Reports.

25

4.08

5.00

1.288

1.00

5.00

6-Issuing Sustainability
Reports 25 are in Response to
the Need to Adhere to the
Regulations and Legislation.

4.84

5.00

0.473

3.00

5.00

7-Issuing Sustainability
Reports are in Response to
the Stakeholders Need to
Information.

25

4.64

5.00

0.757

2.00

5.00

8-Issuing Sustainability
Reports as Response to Bank
Marketing  Activities  for it
Services or Products.

25

2.52

2.00

1.686

1.00

5.00

9-Sustainability ~ Accounting
Reporting Makes Improve-
ments in Bank Reputation.

25

4.72

5.00

0.614

3.00

5.00

10-Sustainability ~ Accounting
Reporting Makes Improve-
ments in Bank Competitive
Advantages.

25

4.84

5.00

0.624

2.00

5.00

11-Bank Management
Considers Issuing Sustain-
ability Reports as Long Term
Investment in 25
Environmental _and  Social

4.40

5.00

1.00

2.00

5.00

Activities.

12-There is Strong Correlation
Between Issuing Sustainability
Reports and Bank Ability to
achieve Profits.

25

4.00

4.00

1.190

2.00

5.00

© 2014 Global Journals Inc

(us)

Global Journal of Management and Business Research (D) Volume XIV Issue IV Version | m



Global Journal of Management and Business Research (D ) Volume XIV Issue IV Version I E Year

13-There is Strong Correlation 0 4.36 5.00 1.150 2.00 5.00
25 Between Issuing
Sustainability Reports and
Bank Position in  Shares
Market.
14-Preparing Sustainability 25 0 416 5.00 1.344 1.00 5.00
Reports Joins with the Desire
of Bank Management as
Ethical Investor.
15-Preparing Sustainability 25 0 4.96 5.00 0.200 4.00 5.00
Reports Conform With
Governance Requirements.
16-Sustainability ~ Accounting 25 0 4,72 5.00 0.614 3.00 5.00
Reporting Depends on Bank
Size.
17-Sustainability ~ Accounting 25 0 452 5.00 0.963 2.00 5.00
Reporting Depends on Bank
Profitability.
18-Sustainability ~ Accounting 25 0 4.20 4.00 0.866 2.00 5.00
Reporting Depends on The
Pressure of other
competitive Banks.
Also, the frequency table for each motive will be as follows :-
The schedule (7-1)
The motive (1) Frequency Percent Valid Percent Cumulative
Percent
Valid accept 5 20.0 20.0 20.0
Accept strongly 20 80.0 80.0 100.0
Total 25 100.0 100.0
The schedule (7-2)
The motive (2) Frequency Percent Valid Percent Cumulative
Percent
Valid accept 4 16.0 16.0 16.0
Accept strongly 21 84.0 84.0 100.0
Total 25 100.0 100.0
The schedule (7-3)
The motive (3) Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 2 8.0 8.0 8.0
Refuse 4 16.0 16.0 24.0
Accept 4 16.0 16.0 40.0
Accept strongly 15 60.0 60.0 100.0
Total 25 100.0 100.0
The schedule (7-4)
The motive (4) Frequency Percent Valid Percent Cumulative
Percent
Valid accept 3 12.0 12.0 12.0
Accept strongly 22 88.0 88.0 100.0
Total 25 100.0 100.0
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The schedule (7-5)

The motive (5) Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 1 4.0 4.0 4.0
Refuse 4 16.0 16.0 20.0
Neutral 1 4.0 4.0 24.0
Accept 5 20.0 20.0 44.0
Accept strongly 14 56.0 56.0 100.0
Total 25 100.0 100.0
The schedule (7-6)
The motive (6) Frequency Percent Valid Percent Cumulative
Percent
Neutral 1 4.0 4.0 4.0
Accept 2 8,0 8.0 12.0
Accept strongly 22 88.0 88.0 100.0
Total 25 100.0 100.0
The schedule (7-7)
The motive (7) Frequency Percent Valid Percent Cumulative
Percent
Refuse 1 4.0 4.0 4.0
Neutral 1 4.0 4.0 8,0
Accept 4 16.0 16.0 24.0
Accept strongly 19 76,0 76.0 100.0
Total 25 100,0 100.0
The schedule (7-8)
The motive (8) Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 12 48.0 48.0 48.0
Refuse 2 8.0 8.0 56.0
Neutral 2 8.0 8.0 64.0
Accept 4 16.0 16.0 80.0
Accept strongly 5 20.0 20.0 100.0
Total 25 100.0 100.0
The schedule (7-9)
The motive (9) Frequency Percent Valid Percent Cumulative
Percent
Neutral 2 8.0 8.0 8.0
Accept 3 12.0 12.0 20.0
Accept strongly 20 80.0 80.0 100.0
Total 25 100.0 100.0
The schedule (7-10)
The motive (10) Frequency Percent Valid Percent Cumulative
Percent
Refuse 1 4.0 4.0 4.0
Accept 1 4.0 4.0 8.0
Accept strongly 23 92.0 92.0 100.0
Total 25 100.0 100.0
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The schedule (7-11)

The motive (11) Frequency Percent Valid Percent Cumulative
Percent
Refuse 3 12.0 12.0 12.0
Accept 6 24.0 24.0 36.0
Accept strongly 16 64.0 64,0 100.0
Total 25 100.0 100.0
The schedule (7-12)
The motive (12) Frequency Percent Valid Percent Cumulative
Percent
Refuse 5 20.0 20.0 20.0
Neutral 2 8.0 8,0 28,0
Accept 6 24.0 24,0 52.0
Accept strongly 12 48.0 48.0 100.0
Total 25 100.0 100.0
The schedule (7-13)
The motive (13) Frequency Percent Valid Percent Cumulative
Percent
Refuse 4 16.0 16.0 16.0
Neutral 1 4.0 4.0 20.0
Accept 2 8.0 8.0 28.0
Accept strongly 18 72.0 72.0 100.0
Total 25 100.0 100.0
The schedule (7-14)
The motive (14) Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 2 8.0 8.0 8.0
Refuse 2 8.0 8.0 16.0
Neutral 2 8.0 8.0 24.0
Accept 3 12.0 12.0 36.0
Accept strongly 16 64.0 64.0 100.0
Total 25 100.0 100.0
The schedule (7-15)
The motive (15) Frequency Percent Valid Percent Cumulative
Percent
Valid accept 1 4.0 4.0 4.0
Accept strongly 24 96.0 96.0 100.0
Total 25 100.0 100.0
The schedule (7-16)
The motive (16) Frequency Percent Valid Percent Cumulative
Percent
Neutral 2 8.0 8.0 8.0
Accept 3 12.0 12.0 20.0
Accept strongly 20 80.0 80.0 100.0
Total 25 100.0 100.0
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The schedule (7-17)

The motive (17) Frequency Percent Valid Percent Cumulative
Percent
Refuse 2 8.0 8.0 8.0
Neutral 2 8.0 8.0 16.0
Accept 2 8.0 8.0 24.0
Accept strongly 19 76.0 76.0 100.0
Total 25 100.0 100.0
The schedule (7-18)
The motive (18) Frequency Percent Valid Percent Cumulative
Percent
Refuse 2 8.0 8.0 8.0
Neutral 1 4.0 4.0 12.0
Accept 12 48.0 48.0 60.0
Accept strongly 15 60.0 60.0 100.0
Total 25 100.0 100.0

The following schedule shows the sort according to relative importance from views of sample responses (25

items ):-

The schedule (8)

N | Motive Sample | Mean Sort

15 | Preparing Sustainability Reports Conform With  Governance 25 4.96 1
Requirements.

4 | The Bank Management expects environmental and Social benefits 25 4.88 2
realization Through the Disclosure of Sustainability Reports.

10 | Sustainability Accounting Reporting Makes Improvements in Bank 25 4.84 3
Competitive Advantages.

6 | Issuing Sustainability Reports are in Response to the Need to 25 4.84 4
Adhere to the Regulations and Legislation.

2 | Sustainability Accounting Reporting Aims to Earn the Legitimacy of 25 4.84 5
the Existence of the Bank as A National Institution.

1 | Sustainability Accounting Reporting 25 4.80 6
Aims to interaction with environmental and Social Issues in society.

16 | Sustainability Accounting Reporting Depends on Bank Size. 25 4,72 7

9 | Sustainability Accounting Reporting Makes Improvements in Bank 25 4,72 8
Reputation.

17 | Sustainability Accounting Reporting Depends on Bank Profitability. 25 4.64 9

11 | Bank Management Considers Issuing Sustainability Reports as 4,52 10
Long Term Investment in Environmental 25 and Social Activities.

13 | There is Strong Correlation Between Issuing Sustainability Reports 25 4.40 11
and Bank Position in Shares Market.

18 | Sustainability Accounting Reporting Depends on The Pressure of 25 4.36 12
other competitive Banks.

14 | Preparing Sustainability Reports Joins with the Desire 25 of Bank 4.20 13
Management as Ethical Investor .

5 | The Bank Management expects Costs Accepted As a Result of 25 416 14
Disclosure of Sustainability Reports.

3 | Sustainability Accounting Reporting Aims to Increase the value of 25 4.08 15
the Bank's Shares.

12 | There is Strong Correlation Between Issuing Sustainability Reports 25 4.04 16
and Bank Ability to achieve Profits.

7 | Issuing Sustainability Reports are in Response to the Stakeholders 25 4.00 17
Need to Information.

8 | Issuing Sustainability Reports as Response to Bank Marketing 25 2.52 18
Activities for it Services or Products.
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Those statistical results will benefit in sorting
priorities related motives when prepare sustainability
accounting reports. In terms of testing the reliability of a
list of the questionnaire, it turns out that the value of
Cronbach’s Alpha index is 0.704, which is well regarded
in such cases. The researcher used two tests to accept

or refuse the first hypotheses, Sign — Test and Wilcoxon-
Test are used. Accepted all the statements and
explained the motives for the preparation of a
sustainability report except the eighth “marketing
activities associated with the bank”.

The schedule (9-1)
Results of Sign — Test( Q8)

Q N Below Equal Above P Median
Q8 25 14 2 9 0.8950 2.00
The schedule (9-2)
Wilcoxon Signed Rank Test (Q8)
Q N Below Equal Above P Median
Q8 25 23 2 89 0.934 2.50

Based on the previous statistical analysis of the
first hypotheses, the research will accept the hypothesis,
that the process of preparing a sustainability report
subject to a group of sustainability motives, which
received general acceptance among members of the
sample.

b) Results of statistical analysis for the second

hypotheses
The second hypotheses states “The
Commercial Bank managers do not face any difficulties

or problems hinder the process of preparing and
publishing sustainability accounting reports.”.
Depending on some descriptive measures, frequency
distribution and relative frequencies, It can summarize
the results as follows:-

The schedule (10)

Motive

N

valid

missing

Mean

Median

Std
deviation

Min.

Max.

1-The low awareness level of bank
staff of environmental and social
issues.

25

0

4.20

4.00

0.957

2-The fear of Bank Management that
sustainability  reports make a
negative impact on the reputation of
the bank

25

2.40

2.00

1.291

3-The fear of Bank Management that
sustainability reports make
Incriminating Evidence Within the

25

3.04

2.00

1.428

Legal Accountability.

4-Keenness of some members of the
Bank's management about the secret
factor.

25

2.40

2.00

1.291

5-Lack of Confidence of the Bank's
Management about the Fact that
Sustainability Reporting is a Useful
Tool for Stakeholders.

25

2.32

2.00

0.945
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6-The weakness of the bank's 25 0 3.96 4.00 1.020 2
management  look toward the
strategic Approach to be Applied.
7-Fear of Bearing the Additional 25 0 4.64 5.00 0.860 2
Costs as a Result of the Preparation
of Sustainability Reports.
8-Not to Issue Sustainability Reports 0 4.72 5.00 0.843 1
Due to the Scarcity and 25 Weakness
of Knowledge by Accountants.
9-Lack of accounting standards 25 0 3.96 5.00 1.428 1
obliged to issue sustainability
reports.
10-Failure or Weakness of the 25 0 4.52 5.00 0.770 2
Existence of Assurance Services for
Sustainability Reports.
Also, the frequency table for each problem will be as follows:-
The schedule (10-1)
The problem 1 Frequency Percent Valid Percent Cumulative
Percent
Refuse 3 12 12 12
Accept 11 44 44 56
Accept strongly 11 44 44 100
Total 25 100 100
The schedule (10-2)
The problem 2 Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 5 20.00 20.00 20.00
Refuse 14 58.00 58.00 78.00
Accept 3 12.00 12.00 90.00
Accept strongly 3 12.00 12.00 100.00
Total 25 100 100.00
The schedule (10-3)
The problem 3 Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 3 12.00 12.00 12.00
Refuse 10 40.00 40.00 52.00
Accept 7 28.00 28.00 80.00
Accept strongly 5 20.00 20.00 100.00
Total 25 100.00 100.00
The schedule (10-4)
The problem 4 Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 5 20.00 20.00 20.00
Refuse 14 56.00 56.00 76.00
Accept 3 12.00 12.00 88.00
Accept strongly 3 12.00 12.00 100.00
Total 25 100.00 100.00
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The schedule (10-5)

The problem 5 Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 3 12.00 12.00 12.00
Refuse 15 60.00 60.00 72.00
Neutral 4 16.00 16.00 88.00
Accept 2 8.00 8.00 96.00
Accept strongly 1 4.00 4.00 100.00
Total 25 100.00 100.00
The schedule (10-6)
The problem 6 Frequency Percent Valid Percent Cumulative
Percent
Refuse 4 16.00 16.00 16.00
Neutral 1 4.00 4.00 20.00
Accept 12 48.00 48.00 68.00
Accept strongly 8 32,00 32,00 100.00
Total 25 100.00 100.00
The schedule (107)
The problem 7 Frequency Percent Valid Percent Cumulative
Percent
Refuse 2 8.00 8.00 8.00
Accept 3 12.00 12.00 20.00
Accept strongly 20 80.00 80.00 100.00
Total 25 100.00 100.00
The schedule (10-8)
The problem 8 Frequency Percent Valid Percent Cumulative
Percent
Refuse Strongly 1 4.00 4.00 4.00
Accept 3 12.00 12.00 16.00
Accept strongly 21 84.00 84.00 100.00
Total 25 100.00 100.00
The schedule (10-9)
The problem 9 Frequency Percent Valid Percent Cumulative
Percent
Refuse Strongly 3 12.00 12.00 12.00
Refuse 2 8.00 8.00 20.00
Neutral 1 4.00 4.00 24.00
Accept 6 24.00 24.00 48.00
Accept strongly 13 52.00 52.00 100.00
Total 25 100.00 100.00
The schedule (10-10)
The problem 10 Frequency Percent Valid Percent Cumulative
Percent
Refuse 1 4.00 4.00 4.00
Neutral 1 4.00 4.00 8.00
Accept 7 28.00 28.00 36.00
Accept strongly 16 64.00 64.00 100.00
Total 25 100.00 100.00

The following schedule shows the sort according to relative importance from views of sample responses (25 items):-
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The schedule (11)

N | Motive Sample | Mean Sort

8 Not to Issue Sustainability Reports Due to the Scarcity and 25 4.72 1
Weakness of Knowledge by Accountants.

7 Fear of Bearing the Additional Costs as a Result of the Preparation 25 4.64 2
of Sustainability Reports.

10 | Failure or Weakness of the Existence of Assurance Services for 25 4.52 3
Sustainability Reports.

1 The low awareness level of bank staff of environmental and social 25 4.20 4
issues.

6 The weakness of the bank's management look toward the strategic 25 3.96 5
Approach to be Applied.

9 Lack of accounting standards obliged to issue sustainability 25 3.96 6
reports.

3 The fear of Bank Management that sustainability reports make 25 3.04 7
Incriminating Evidence Within the Legal Accountability.

4 Keenness of some members of the Bank's management about the 25 2.40 8
secret factor.

2 The fear of Bank Management that sustainability 25 reports make a 2.40 9
negative impact on the reputation of the bank.

5 | Lack of Confidence of the Bank's Management about the Fact that 25 2.32 10
Sustainability Reporting is a Useful Tool for Stakeholders.

Those statistical results will benefit in sorting
priorities related problems, when prepare sustainability
accounting reports. In terms of testing the reliability of a
list of the questionnaire, it turns out that the value of
Cronbach’s Alpha index is 0.378, which is well regarded
in such cases. The researcher used two tests to accept

or refuse the second hypotheses, Sign — Test and
Wilcoxon-Test are used. The test show that the problem
2, 3, 4, and 5 consider non significant at level of
significance equal 0.05. where the results of Sign-test for
these problems are:-

The schedule (12)

Question N Below Equal Above P Median
2 25 19 0 6 0.9980 2.00
3 25 13 0 12 0.6550 2.00
4 25 19 0 6 0.9980 2.00
5 25 18 4 3 0.9999 2.00

Also, Wilcoxon-Test proved to apply the same
results, which are corroborated by Sign —Test. Based
on the previous statistical analysis of second hypothesis
is rejected with the reservation to the problems and
difficulties of the four (2-5) and accept existence of other
problems and difficulties.

¢) HResults of statistical analysis for the third
hypotheses
The third hypotheses states “There is a high

level of satisfaction of all parties to the multi-

stakeholders towards sustainability accounting reports
prepared and published by the Commercial Bank.”
Depending on some descriptive measures, frequency
distribution and relative frequencies, It can summarize
the results as follows:-

The schedule (13)

Opinion N Mean | Median Std Min. | Max.
valid | missing deviation
1- | think the need for the 36 4.67 5.00 0.962 2 5.00

bank's management to
disclose the three dimensions
(environmental, social and
economic) within the
Sustainability Report
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2-  Preparing  Sustainability 36 2.06 2.00 0.475 1 5.00
Accounting Reporting is not
Necessary, It is Sufficient to
Prepare Financial Statements
(Profit and Position).
3-Characteristics of 36 3.72 4.00 1.003 1 5.00
information  will  Increase
Strongly when prepare
Sustainability Accounting
Reports..
4-Must be Done to Study the 36 3.94 4.00 1.170 1 5.00
Reactions of Stakeholders on
the Contents of  the
Sustainability Accounting
Reports..
5-The Need for a Vision and 36 414 5.00 1.575 1 5.00
Strategy for the Bank
Sustainability Accounting
Reporting.
Also, the frequency table for each opinion will be as follows:
The schedule (14-1)
The opinion 1 Frequency Percent Valid Percent Cumulative
Percent
Refuse 3 8.3 8.3 8,3
Accept 3 8.3 8.3 16.7
Accept strongly 30 83.3 83.3 100.00
Total 36 100.00 100.00
The schedule (14-2)
The opinion 2 Frequency Percent Valid Percent Cumulative
Percent
Refuse strongly 3 8.3 8.3 8.3
Refuse 28 77.8 77.8 86.1
Nutral 5 13.9 13.9 100.00
Total 36 100.00 100.00
The schedule (14-3)
The problem 3 Frequency Percent Valid Percent Cumulative
Percent
Refuse Strongly 2 5.6 5.6 5.6
Refuse 2 5.6 5.6 111
Neutral 6 16.7 16.7 27.8
Accept 20 55.6 55.6 83.3
Accept strongly 6 16.7 16.7 100.0
Total 100 100.0 100.0
The schedule (14-4)
The problem 4 Frequency Percent Valid Percent Cumulative
Percent
Refuse Strongly 1 2.8 2.8 2.8
Refuse 5 13.9 13.9 16.7
Neutral 4 111 1.1 27.8
Accept 11 30.6 30.6 58.3
Accept strongly 15 40.7 40.7 100.0
Total 36 100.0 100.0
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The schedule (14-5)

The problem 5 Frequency Percent Valid Percent Cumulative
Percent

Refuse Strongly 5 13.9 17.2 17.2

Refuse 1 2.8 3.4 20.7

Accept 2 5.6 6.9 27.6

Accept strongly 21 58.3 72.4 100.0

Total 29 80.6 100.0

Missing system 7 19.4

Total 36 100.0

By analysis the previous statistical results, It can 5.
state that the five opinions which must be accepted from

stakeholders are:-

1. The disclosure of the three dimensions.

2. The financial statements are not sufficient.
3. Keeping the properties of information.

4. Must study the reactions of stakeholders.

The schedule

Must provide vision and strategy of commercial
bank.

The following schedule shows the sort according to

relative importance from views of sample responses ( 36
items ):-

(15)

N | Opinion Sample | Mean | Sort

1 | | think the need for the bank's management to disclose the three 36 4.67 1
dimensions (environmental, social and economic) within the
Sustainability Report

5 | Preparing Sustainability Accounting Reporting is not Necessary, It is 36 414 2
Sufficient to Prepare Financial Statements (Profit and Position).

4 | Characteristics of information will Increase Strongly when prepare 36 3.94 3
Sustainability Accounting Reports..

3 | Must be Done to Study the Reactions of Stakeholders on the 3.72 4
Contents of the Sustainability Accounting 36
Reports..

2 | The Need for a Vision and Strategy for the Bank Sustainability 36 2.06 5
Accounting Reporting.

By applying Sign-test and Wilcoxon-Test on the
previous five opinions, It become clear that the second
opinion had refused, the mean was 2.06 only when the
level of significance was 0.05.

XI. CONCLUSIONS AND RECOMMENDATIONS

Depending on the literature review, results of field
study and the statistical analysis, the researcher can
formulate a set of conclusions and recommendations as
follows:- 2.

a) Conclusions of Research

1. Sustainability accounting in managerial accounting
is used for internal decision making and the creation
of new policies that will have an effect on the b
organization's performance at economic, '
environmental and social fields. Sustainability
Accounting is a tool used by organizations to
become more sustainable. Sustainability accounting
in managerial accounting tries to contribute in
development that meets the needs of the present 3.
generation without compromising the ability of

future generations to meet their own needs. The
more relevant definition is to concentrate on the

maximum  limit  of economic  environment
advantages, It mean that the sustainable
environment includes three dimensions: (1)

Improving the level of welfare. (2) Protect and
maintain  the integrity of environmental and
ecological systems. (3) Achieving social justice in
the distribution of resources.

Analytical framework of sustainability accounting is
important for linking information from different areas.
The framework seeks to:

Integrate the economic, environmental and social
dimensions of sustainable development.

Have sound foundations and to maintain key
information needed to improve sustainable
development measurements.

Clarify relationships between different indicators and
policies.

The conceptual framework of sustainability
accounting Includes five main elements:- the goals
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of preparing sustainability report are required to
achieve the principles must be adhered to,
Techniques and methods of measuring and
recording to be followed, the requirements of the
reporting process, and finally the benefits which are
expected from preparing and publishing the
sustainability accounting reports.

The Sustainability Accounting Standards Board
(SASB) was developed in July 2011, It's main goal
to formulate a specified separated set of standards
for each industry related with preparing
sustainability accounting reports. Until April 2014,
the Board issued three sets of specified separated
standards: health care sector, commercial banking
sector and technology & communications sector.
The Board states that will issue other eight sets at
different sectors.

It turned out to complete the conceptual framework
for the sustainability accounting reporting, the need
to identify the motives of management of
commercial banks to issue such reports, identify the
problems and difficulties that face the process of
preparing and publishing these reports, as well as
to know the views of the stakeholders of those
reports.

The first hypotheses was accepted, thus the rating
of movies of preparing sustainability accounting
reports depending on the relative importance are:
conform with governance requirements, expects
environmental and social benefits, makes
Improvements in bank competitive advantages,
need to adhere to the regulations and legislation,
earn the legitimacy of the existence of the bank,
interaction with environmental and social issues in
society, bank size, make improvements in bank
reputation, profitability, investment in environmental
and social activities, bank position in shares,
pressure of other competitive banks ethical investor,
costs accepted, to increase the value of the bank's
shares, bank ability to achieve profits, stakeholders
need to information and Response to bank
marketing activities.

The second hypotheses was refused, thus the rating
of problems and obstacles of preparing
sustainability accounting reports depending on the
relative importance are: due to the scarcity and
weakness of knowledge by accountants, fear of
bearing the additional costs , failure or weakness of
the Existence of assurance services, the low
awareness level of bank staff, the weakness of the
bank's management look toward the strategic
approach, lack of accounting standards, make
incriminating  evidence, make incriminating
evidence, a negative impact on the reputation of the
bank and lack of confidence of the bank's
management.
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b)

5.

The third hypotheses was accepted, thus the rating
of opinions of stockholders around preparing
sustainability accounting reports depending on the
relative importance are: the need for the bank's
management to disclosure, the importance of
comparison between the sustainability accounting
reports and financial statements, characteristics of
information, the Reactions of Stakeholders on the
Contents of the reports and the need for a vision
and Strategy on these reports,

Recommenaations of Research

Management of commercial banks must have
vision, mission and strategy for issuing sustainability
accounting reports for control of the weaknesses of
the internal environment and the face of threats from
the external environment on the one hand, and to
maximize the benefits from the strength points of
internal environment and to invest opportunities
from the external environment on the other hand.
The need to hone and refine the skills of
accountants and strengthen the Continuing
Education and the expansion of the training and
through the teaching of sustainability accounting.
Where should bookkeeping and records sufficient to
collect and analyze data, understand and grasp the
accounting role in achieving sustainability of the
economic unit and the expansion of the
management of environmental, social and
accounting risks.

The researcher recommends the need to assess the
economic unit on a comprehensive basis. Besides
the financial performance dimension (net income,
the rate of return on investment, net value added,
residual income, profitability return, assets
turnover.....), the sustainability accounting take
account other two dimensions (environmental and
social). In this context, the intervention of other
issues such as new corporate governance, risk
management, and strategic management.

The researcher recommends the adoption of the
idea of Sustainability Accounting Standards Board
related with the need for the formulation of
standards according to each industry separately.
That's where the justification for this is that the
performance measurement indicators
(Environmental and Social) differ in the majority of
the industry to another.

The researcher recommends the need to take into
account the views of stakeholders on the contents
of sustainability accounting report indicators to
ensure the representation of all parties contributed.
The researcher recommends that the sustainability
accounting should be occupied sufficient area
within the accounting courses. the requirements of



10.

11,

12.

the conceptual framework (goals, principles,
measurement and record tools, reporting, benefits,
identify movies, identify the problems and
difficulties, and the views of stakeholders) must take
enough space within the courses of accounting
(Financial Accounting, Managerial Accounting and
Auditing).
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APPENDIX

a) Appendix No.1

Group of questions related with identification of bank management movies toward sustainability accounting

reporting:-

No.

Question

Relevant result

Strongly | agree | neutral | refuse | Strongly
agree refuse

Sustainability Accounting Reporting Aims to
interaction with environmental and Social
Issues in society.

Sustainability Accounting Reporting Aims to
Earn the Legitimacy of the Existence of the
Bank as A National Institution.

Sustainability Accounting Reporting
Aims to Increase the value of the Bank's
Shares.

The Bank Management expects environmental
and Social benefits realization Through the
Disclosure of Sustainability Reports.

The Bank Management expects Costs
Accepted As a Result of Disclosure of
Sustainability Reports.

Issuing Sustainability Reports are in Response
to the Need to Adhere to the Regulations and
Legislation.

Issuing Sustainability Reports are in Response
to the Stakeholders Need to Information.

Issuing Sustainability Reports onsiders as
Response to Bank Marketing Activities for it
Services or Products.

Sustainability Accounting Reporting Makes
Improvements in Bank Reputation.

10

Sustainability Accounting Reporting Makes
Improvements in Bank Competitive
Advantages.

11

Bank  Management  Considers  Issuing
Sustainability Reports as Long Term
Investment in  Environmental and Social
Activities.

12

There is Strong Correlation Between Issuing
Sustainability Reports and Bank Ability to
achieve Profits.

13

There is Strong Correlation Between Issuing
Sustainability Reports and Bank Position in
Shares Market.

14

Preparing Sustainability Reports Joins with the
Desire of Bank Management as Ethical
Investor.

15

Preparing Sustainability Reports Conform With
Governance Requirements.
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16 | Sustainability Accounting Reporting Depends
on Bank Size.

17 | Sustainability Accounting Reporting Depends
on Bank Profitability.

18 | Sustainability Accounting Reporting Depends
on The Pressure of other competitive Banks.

Group of questions related with identification of the problems and difficulties which face bank management
during sustainability accounting reporting:-

No. | Question Relevant result
Strong Strongly
lagreneutra | e I refuse
refusey
agree

1 The low awareness level of bank staff of
environmental and social issues.

2 | The fear of Bank Management that
sustainability reports make a negative impact
on the reputation of the bank.

3 | The fear of Bank Management that
sustainability reports make Incriminating
Evidence Within the Legal Accountability.

4 Keenness of some members of the Bank's
management about the secret factor.

5 | Lack of Confidence of the Bank's
Management  about the Fact that
Sustainability Reporting is a Useful Tool for
Stakeholders.

6 | The weakness of the bank's management
look toward the strategic Approach to be
Applied.

7 Fear of Bearing the Additional Costs as a
Result of the Preparation of Sustainability
Reports.

8 Not to Issue Sustainability Reports Due to the
Scarcity and Weakness of Knowledge by
Accountants.

9 Lack of accounting standards obliged to
issue sustainability reports.

10 | Failure or Weakness of the Existence of
Assurance  Services for  Sustain-ability
Reports.

b) Appendix No.2

Group of questions related with stakeholders in Saudi banks to measure the extent of their awareness about
the preparation of sustainability reports:-

No. | Question Relevant result
Strongly | Agree | Neutral | Refuse Strongly
agree refuse

1 | think the need for the bank's management to
disclose the three dimensions (environmental,
social and economic) within the Sustainability
Report

2 Preparing Sustainability Accounting Reporting
is not Necessary, It is Sufficient to Prepare
Financial Statements ( Profit and Position).
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Characteristics of information will Increase
Strongly  when  prepare  Sustainability
Accounting Reports..

Must be Done to Study the Reactions of
Stakeholders on the Contents of the
Sustainability Accounting Reports..

The Need for a Vision and Strategy for the
Bank Sustainability Accounting Reporting.
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The Financial Collapse of the Enron Corporation
and Its Impact in the United States Capital
Market

Prof. Edel Lemus, M.|.B.A.

Abstract- The purpose of this article is to review the collapse
of the Enron Corporation and the collapse’s effect on the
United States financial market. Enron Corporation, the seventh
largest company in the United States, misguided its
shareholders by reporting $74 billion profit of which $43 billion
was detected as fraud. Moreover, according to the association
of fraud examiners $2.9 trillion was lost because of employee
fraud. For example, as presented by Kieso, Weygandt, and
Warfield (2013), in a global survey study that was conducted in
2013, it was reported that 3,000 executives from 54 countries
were involved in fraudulent financial reporting. Therefore, the
world of accounting is dominated by the top four accounting
firms known as (1). PricewaterhouseCoopers (PwC), (2).
Deloitte & Touche (DT), (3). Ernst & Young (EY) and (4). KPMG
which represent a combined income of $80 billion.

Keywords: enron corporation, bankrupicy, securities
and exchange commission (sec), generally accepted
accounting principles (gaap), sarbanes-oxley act of
2002, section 404, corporate governance, auditing, and
economic crime.

. INTRODUCTION

his research paper will introduce seven parts in the
Tliterature review as it relates to the collapse of

Enron Corporation. The three major violations
under Generally Accepted Accounting Principles (GAAP)
that preceded the fall of the Enron Corporation were: (1).
The off-balance sheet arrangements, (2). The role of
mark-to-market, and (3). The manipulation of
derivatives. In 1977 the United States Congress passed
the Foreign Corrupt Practices Act (FCPA) to prevent
major financial irregularities in the market such as
corporate bribery, violation of an accounting system,
and so forth. By the mid-1980s, the United States
Government committed to examine all failures and fraud
in the financial market. However, in 2002 the United
States Congress passed the Sarbanes-Oxley Act of
2002 to prevent accounting scandals such as Enron,
Arthur Ardersen, and Tyco. The purpose of the act was
to reestablish the financial trust and confidence of
investors among major publicly traded companies in the
United States market (Warren, Reeve, & Duchac, 2014).

Author: Assistant professor in the Business Department (School of
Business) at Carlos Albizu University.
e-mall: eaellemus@hotmail.com

The United States Securities and Exchange
Commission (SEC), after adopting the Sarbanes-Oxley
Act of 2002, introduced 11 chapters or provisions by
reshaping the accounting system and designing unique
sets of rules and regulations. Section 404 under the
Sarbanes-Oxley Act of 2002 requires management and
independent auditors to report their findings with
accuracy and reliability in the unqualified opinion report.
Since the implementation of the Sarbanes-Oxley Act of
2002 information technology (IT) has provided high
relevancy and compliance in the accounting industry.
Also, the types of services that are considered unlawful
are price fixing, inappropriate use of the tax law
practices for money laundering off-shore, and violation
of the laws and social norms in society. Consequently,
the prohibitions set by Sarbanes-Oxley (SOX) impacted
not only the auditors but also professional accountants.

I[I.  LITERATURE REVIEW
a) The Historical Background of the Enron Scanaal

In corporate American history the most famous
corporation to use creative accounting was the Enron
Corporation. In 1985 the Enron Corporation was created
by the acquisition and merger of two natural gas
companies. The Enron Corporation began to expand its
line of operations and services in different sectors and
as a result acquired utility plants in Brazil, India, the
United States, and most importantly the United Kingdom
by taking advantage of the deregulated market in the
natural gas and electricity industry. For example, Enron
Corporation, from a simple energy trading strategy,
decided to shift financial directions to trade weather
derivatives. Then in 1999 the interet-based trading
platform was introduced which gave the Enron
Corporation more leverage to trade internet in metals,
energy, and woods products. By 2000 the Enron
Corporation was the seventh largest corporation by
growth revenue in the gas and utility market in the
United States territory; however, by October, 2001 the
Enron Corporation began to experience financial
difficulties which caught investors, who were unaware of
Enron’s financial strategy manipulation, by surprise.
Consequently, on December 2, 2001 the Enron
Corporation decided to file bankruptcy. The
unprecedented financial events of the Enron
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Corporation provided proof that major organizations in
the gas and utility industry could fully manipulate a firm’s
financial statements (Madura, 2015).

PART I- Enron's Three Major Violations under Generally
Accepted Accounting Principles (GAAFR)

b) Enron’s Off-Balance Sheet Method

The three major violations under Generally
Accepted Accounting Principles (GAAP) that preceded
the collapse of the Enron Corporation were: (1). The off-
balance sheet arrangements, (2). The role of mark-to-
market, and (3). The manipulation of derivatives. The
creation of the off-balance sheet method (OBSEs)
served its specific purpose in Enron’s corporate
accounting scandal. In addition, the specific purpose of
the Enron Corporation (as cited in e.g., Anson 1999;
Evans, 1996) was to increase financial flexibility,
decrease the cost of borrowing from creditors, reduce
the tax portion, maximize profitability, and adequately
improve the financial health of the company as noted by
(Angbazo, 1997; James, 1989; Shevlin, 1987).
Moreover, the legitimate financial purpose of Enron’s
utilization of the off-balance sheet was to hide losses
and debt from auditors, investors, financial analysts, and
regulators. Furthermore, in November, 2001, the Enron
Corporation announced plans to consolidate the
financial statements by restating $586 million in earnings
prior to the period by following the accounting principles
of hiding losses and debt under the applicability of the
off-balance sheet method as mentioned in the research
work of (Kahn, 2002; Henry, 2002). The Wall Street
Journal then published seven negative articles
concering the way Enron Corporation was using the
off-balance sheet method. Therefore, the Enron
Corporation’s failure to disclose billions of dollars in
debt held by the off-balance sheets (OBSEs) prompted
auditors to require additional disclosure in the financial
statements (Chandra, Ettredge, & Stone, 2006).

c) Enron’s Mark-to-Market Method

The mark-to-market method and the special
purpose entity were important to the Enron Corporation
as an accounting fraud principle. Additionally, the Enron
Corporation was subject to external governance
because Enron had to report to organizations such as
government regulators, private entities, audit analysts in
the equity sector, and some other agencies. Moreover,
Jeffrey Skilling and Andrew Fastow were the pioneers in
adopting the mark-to-market method in the Enron
Corporation by pumping up the stock price and
covering major losses while continuing to attract major
capital investment, which was both illegal and immoral.
As a result, the U.S. Securites and Exchange
Commission (SEC) allowed the Enron Corporation to
use the mark-to-market accounting method. For
example, Enron’s unrealized gains (as cited in Thomas,
2002) were $1.41 billion reported as a pretax profit in
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2000 and one-third was reported as a pretax profit in
1999. Therefore, one of the major causes of Enron’s fall
was the U.S. Securities and Exchange Commission
(SEC) allowing Enron Corporation to use at best
capacity the mark-to-market accounting method (Li,
2010).

d) Enron’s Derivatives Manipulation

The third major violation of the Enron
Corporation under Generally Accepted Accounting
Principles (GAAP) was the manipulation of derivatives
which increased from $1.8 billion to $10.5 billion. The
management team of Enron utilized specific financial
tactics to hide losses in the derivative section;
furthermore, investment and commercial banks advised
investors about the underwriting problem at Enron. For
example, the three most important credit agencies
known as Moody's, Standard & Poor’s, and Fitch/IBC
failed to disclose the financial trouble at Enron because
Enron paid the three credit agencies substantial monies
by not properly advising the investors at Enron of such
existing financial problems. Another example, ESM
Government Securities created large receivable fraud by
hiding $400 million in the balance sheet. Therefore, the
law firms that represented Enron made a big profit from
derivatives contract (Albrecht, Albrecht, Dolan, &
Malagueno, 2008).

Derivatives are complex financial contracts that
are represented under (1) price of commodities, (2)
stocks, and (3) bonds. In addition, the derivatives were
managed by sophisticated investors in the market and
the manipulation occurred internally and externally on
Enron’s organizational environment by trading big
portions of revenues. For example, in 2000, Enron
reported more than $16 billion in gain from derivatives.
Additionally, since 1997, Enron traders had planned out
the manipulation of derivatives in the utility financial
market industry with the intent to hide losses
(“Derivatives,” 2002).

PART Il — The Purpose of the Sarbanes-Oxley Act of
2002

The purpose of the Sarbanes-Oxley Act of 2002,
which was passed by the United States Congress, was
to reestablish the financial confidence of stockholders,
creditors, and other investors that lost billions of dollars
in the market. The main purpose of the United States
government passing the bill was to create confidence
and financial trust among major publicly traded
companies in the market. Furthermore, the Sarbanes-
Oxley Act of 2002 expressed the importance of
assessing the financial reports of all companies. As a
result, Sarbanes-Oxley Act of 2002 promulgates three
important internal control processes which are (1).
Safeguard the assets, (2). The information must be
processed accurately, and (3). Comply with the laws
and regulations. Therefore, this act requires publicly



traded companies and their accountants to comply with ~ Sarbanes-Oxley Act of 2002 (Warren, Reeve, & Duchac,
the effectiveness of the internal control system of 2014).
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(Warren, Reeve, & Duchac, 2074, p. 367)

The above diagram demonstrates the three
phases of the Sarbanes-Oxley Act of 2002 and
emphasizes the importance of maintaining confidential
and public trust in the financial market.

The Sarbanes-Oxley Act of 2002 improves the
accuracy and reliability of corporate disclosure in the
United Sates market. In addition, the Senate and House
of Representatives of the United States of America (U.S.
Congress, 2002) approved the provision of section 404 ,
the most important section of the act, under the
Sarbanes-Oxley Act of 2002 whereby both management
and auditors are required to comply with the internal
control system by providing clarity to financial
statements. For example, the researchers indicate that
the Sarbanes-Oxley Act of 2002 was passed in an effort
to overcome accounting irregularities and the weak
auditing standard procedures set in place due to the
scandal of the Enron Corporation. However, the
research work of Radebaugh, Gray, and Black (2006)
and Stovall (2008) indicate that the Sarbanes-Oxley Act
of 2002 establishes very strict financial reporting
guidance for publicly traded companies in the United
States as well for foreign firms listed on the New York
Stock Exchange Market (NYSCE). Therefore, the
Securities and Exchange Commission (SEC) required
publicly traded companies, with a flow capital of $75
million, to comply with the Sarbanes-Oxley Act of 2002
and also Section 404 as part of the provision of the act
(Chan, Jacob, Lee, & Seow, 2012).

Since the 1300s regulators have responded to
risk management and unprecedented fraudulent acts in

the financial market. In addition, approximately 4,000
years ago future contracts were implemented to trade
goods in the international market with India being one of
the pioneers using them. Then in the early 1800s the
United States began to trade goods by using future
contracts. As a result, in the 1970s, the United States
encountered a crisis with the monetary gold standard by
witnessing high inflation by bargaining power during the
political conflict between Egypt and Israel in 1973.
Consequently, in 1977 the United States Congress
passed the Foreign Corrupt Practices Act (FCPA) to
prevent major financial irregularities in the market such
as corporate bribery, violation of accounting systems,
and so forth. By the mid-1980s the United States
Government committed to examine all failures and fraud
in the financial market. However, in 2002 the United
States Congress passed the Sarbanes-Oxley Act of
2002 to prevent accounting scandals such as Enron,
Arthur Ardersen, and Tyco (Brigham, & Ehrhardt, 2014).
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The Ten Largest Bankruptcies Since 1980 in (Billions of Dollars)

TABLE 24-1

The Ten Largest Bankruptcies Since 1980 (Billions of Dollars)
)

Company Business Assets Date

Lehman Brothers Holdings Inc. Investment banking $691.1 September 15, 2008
Washington Mutual Inc. Financial services 327.9 September 26, 2008
WorldCom, Inc. Telecommunications 103.9 July 21, 2002
General Motors Corporation Auto manufacturing 91.0 June 1, 2009

CIT Group Inc. Financial services 80.4 November 1, 2009
Enron Corp. Energy trading 63.4 December 2, 2001
Conseco Inc. Financial services 61.4 December 17, 2002
MF Global Holdings Ltd. Commodities 40.5 October 31, 2011
Chrysler LLC Auto manufacturing 39.3 April 30, 2009
Thornburg Mortgage Inc. Residential mortgage 36.5 May 1, 2009

Source: BankruptcyData.com, a division of New Generation Research, July 2012.

(Brigham, & Ehrhardt, 2074, p. 945).

The above graph shows, since 1980, the top ten
largest bankruptcies in United States history in billions of
dollars.

PART [ll — Sarbanes-Oxiey Act of 2002 and its 11 Major
Chapters or Provisions

As indicated by Brigham and Ehrhardt (2014),
the 11 chapters or provisions of the Sarbanes-Oxley Act
of 2002 brought about a new set of rules and
regulations to auditors, investor analysts, CEOs, CFOs,
and banks conducting business overseas. These 11
chapters or provisions are designed to ensure that (1).
Audit independence is obtained from publicly traded
companies, (2). The board of auditors needs to indicate
that the financial statements are accurate, (3). The audit
committee will be independent from management, (4).
The financial analysts have a degree of independency
as they critically analyze the financial statements, and
(5). All publicly traded companies should release all
financial information as it relates to the company’s
financial health position in the market. Moreover, the 11
chapters or provisions are summarized as follows.

Title | — Deals with the ethical standards established by
the Public Company Accounting Oversight Board
(PCAOB) to oversee the quality control of auditors.

Title I — Grant authority to the auditors’ to be
independent from the company that the auditors are
auditing. The main objective of this title is to avoid
financial incentive to auditors.

Title Il = The audit committee must be composed of
independent members. For example, Section 302 under
the Sarbanes-Oxley Act of 2002 requires CEOs and
CFOs to revise financial statements on a quarterly and
yearly basis, otherwise penalties would apply such as a
fine of $5 million or up to 20 years in prison because of
misleading financial information on the financial
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statements. Also, Section 304 under the Sarbanes-Oxley
Act of 2002 deals with an executive’s reimbursement
equity capital.

Title IV — Indicate the importance of understanding
Sections 401, 404, and 409. As a result, Section 401
deals directly with the disclosure on off-balance sheet
transactions. Section 404 in this section evaluates the
internal control system of the financial statements by
following management’s principles. Section 409 requires
the company to disclose any material changes in the
financial statements and, as well, prohibits the number
of loans that can be extended to executives.

Title V — Deals with the existing relationship between the
financial analyst and investment banks requiring the
disclosure of any conflict of interest in the stocks
recommended.

Title VI and VII — Deals with the technical budgetary
aspect of the SEC.

Title VIIl — A whistle-blower reporting fraudulent activities
is protected under this title and anyone destroying an
audit record will face severe legal consequences and
penalties for lying.

Title IX — Deals with white-collar crimes and Section 902
initiates the enforcement investigation process of the
same.

Title X — The CEO is accountable for signing the
company’s federal income tax return.

Title XI — If directors from a company are obstructing the
investigation, the SEC has full authority to remove them
from their current position if the directors committed
fraud.

The U.S. Securities and Exchange Commission
(SEC), after the adoption of the Sarbanes-Oxley Act of



2002, introduced 11 chapters or provisions by reshaping
the accounting system and by designing a unique set of
rules and regulations. In addition, the main objective of
the U.S. Securities and Exchange Commission (SEC),
with the adoption of the 11 chapters or provisions,
essentially mandated companies to have their financial
books audited by independent auditors by providing
explicit responsibility and governance in terms of
financial reliability and accuracy within the organization.
Moreover, the independent auditor opinion must be
reliable and fairly evaluated by not violating the rules
under generally accepted accounting principles (GAAP).
Furthermore, investors and other users of the financial
statements can feel confident about the independent
audit conducted by the auditors. Therefore, the 11
chapters or provisions under the Sarbanes-Oxley Act of
2002 reshaped the sustainability of financial reporting
valuation analysis in the accounting industry (Wahlen,
Baginski, & Bradshaw, 2015).

PART IV — The Requirements Concerning Internal
Controls for Public Cormpanies

Section 404 under the Sarbanes-Oxley Act of
2002 requires management and independent auditors to
report their findings with accuracy and reliability. In
addition, regulators and publicly traded companies (as
cited in Baldwin and Yoo, 2005, GAO, 2006, Grothe,
Pham and Saban, 2006, Grothe, Goodwin, landera,
Laurion and Freeland, 2007a, Grothe, Saban, Plachecki,
Lee and Post, 2007b, Audit Analytics, 2007, PCAOB,
2007) have devoted sufficient time to studying the
sustainability of section 404. Moreover, Section 404’s
internal control system (as cited in Plumlee, & Yohn,
2010) is likely expected to improve the financial
reporting system by utilizihg three accounting
measurements which are (1). Examine the internal
control weakness within the company, (2). Specify the
type of internal control problem, and (3). Indicate the
number of deficiencies by suggesting the impact in the
financial restatements. However, Section 404 under the
Sarbanes-Oxley Act of 2002 (as cited in PCAOB, 2004)
offers an unparalleled effective internal control system.
For instance, the internal accounting control system of
Section 404 helps to prevent poor financial reporting
and most importantly detects fraud. As a result, there is
an existing relationship between the internal accounting
control system and financial restatement because once
a company restates the earnings the material weakness
should be disclosed properly in the financial records.
Therefore, empirical research studies suggest (as cited
in Grothe, Goodwin, landera, Laurion and Freeland
(2007a) and Grothe, Saban, Plachecki, Lee and Post
(2007b), when an auditor is examining the internal
accounting control system of a company he or she
needs to analyze the firm’s internal accounting system
problem, specify the nature of the internal existing
problem, and examine the relationship between the

internal control weakness and financial restatements
(Wang, 2013).

The seventh largest corporation in the United
States was the Enron Corporation that misguided its
shareholders by reporting $74 billion which $43 billion
was detected as fraud. In addition, the intemnal
accounting control system of the Enron Corporation still
is a controversial financial subject. Moreover, Enron’s
poor internal accounting control system was guided by
insufficient accounting resources which attributed to
several financial outcomes and which are (1).Poor
policies of revenue recognition, (2).Not appropriate
segregation of accounting duties, (3).The lack of
financial reporting policies and process, and (4).The
inappropriate  method of reconciling Enron’s bank
account. Furthermore, it is argued that after the fall of
Enron the compliance costs of internal control systems
with the largest auditing firm have increased over time.
The SOX cost of a compliance internal control system is
$3.5 million. In audit fees, Varian's reported in 2010
$51.1 million. The market of an average capitalization of
sample companies is $6.4 billion. However, the market
capitalization of Apple Inc. in 2011 was $354.4 billion.
Therefore, in order to have a solid internal accounting
control system a company needs to invest in resources
by hiring more talented employees, qualified internal
auditors, and consultants (Peary, Karim, Suh, Strickland,
& Carter, 2013).

The main objectives of a strong internal control
system is to (1) safeguard the company’s assets, (2)
report accurate business information, and (3) comply
with the law and regulations of generally accepted
accounting principles (GAAP). In addition, since the
fraudulent event of the Enron Corporation, employee
fraud has been one of the top priorities in the publicly
traded companies intemal accounting control system.
Moreover, according to the association of fraud
examiners $2.9 ftrillion is lost on employee fraud.
Furthermore, accurate financial reporting matters to
private and publicly traded companies because
businesses must comply with existing rules and
regulations and comply with financial reporting
standards. For example, researchers suggest five
important elements on the internal control system and
these are “(1) control environment, (2) risk assessment,
(8) control procedures, (4) monitoring, and (5)
information and communication” (Warren, Reeve, &
Duchac, 2014, p.362 & 363). On the other hand, the
limitations of the internal control system are to (1)
control the human elements, and (2) recognize the
internal cost process by exceeding its benefits.
Therefore, an internal control system is sustain by three
elements (1).Risk assessment, (2).Control procedures,
and (3).Monitoring (Warren, Reeve, & Duchac, 2014).
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FPART V — What information technology (IT) should be
adoing to ensure compliance with the Sarbanes-Oxley
Act of 2002

Since the implementation of the Sarbanes-Oxley
Act of 2002 information technology (IT) has provided the
highest relevance and compliance complying with
sections 302, 404, 409, and 802 from the Sarbanes-
Oxley Act of 2002 as noted by (Brown and Nasuti 2002;
Garcia 2004; Weiden-mier and Ramamoorti, 2006).
Moreover, executives in the organization such as CEOs,
CFQOs, ClOs, employees and managers (as cited in
Kaarst- Brown and Kelly, 2005) should comply with the
Sarbanes-Oxley Act of 2002 by providing compliance
and relevance in the financial statements. The first
information technology (IT) control system that existed
was under ISO 17799 as noted by Harris (2006),

because the organization needed to ask how effectively
organizations managed the company’s control system
and complied with corporate governance of the COSO
model. The second information technology (IT) control
system embraced the COSO and COBIT models in how
well the organization monitored the internal information
as illustrated in the research work of Greenfield, 2007,
and von Solms, (2005), by implementing a security
information system. The third information technology (IT)
control system consisted in mapping a compliance
guidance of 124 components. Therefore, the suggested
information technology (IT) model under ISO 17799
brought relevance and reliability to the financial
statements by complying with the Sarbanes-Oxley Act of
2002 (Wallace, Lin, & Cefaratti, 2011).

TABLE 10

Count of Significantly Different Controls Based on Presence of Training/Tnvolvement

Itern

Count of Significantly
Different Controls™

Dur auditors have received IT training.

Our organization has IT employees who are involved with

Sarbanes-Oxley compliance activities.

Our 1T personnel have received Sarbanes-Oxley compliance

trainimg.

® This count rcprescnts the number of controls
organizations provided tramingfinvolvement (¢

involvenent (“disagree” or “strongly disagree™).

35

55
65

wore significantly diffcrent for participants who indicated their

gly agree” or “agree™) versus those who did not provide troining!

(Wallace, Lin, & Cefaratti, 2071 p. 201).

The above table shows the importance of

Sarbanes-Oxley (SOX) and 50% were involved with the

employee training on the Sarbanes-Oxley Act of 2002 organization compliance activity (Wallace, Lin, &
activities and compliance within the organization. For  Cefaratti, 2011).
example, 60% shows that employees were trained on
TABLE 11
Regression Results for Achieving SOX Compliance (Public Companies Only)
Variahle Description B Std. Error t Sig.
Constant 0.946 0.125 7.545 0.000
Our organization has IT employees who are 0.172 0.054 3.187 0.002
involved with Sarbanes-Oxley compliance
activities.
Our auditors have received IT training. 0.083 0,044 1.894 0.059
Our IT personnel have received 0.109 0.047 2340 0.020

Sarbanes-Oxley compliance training.
Adjusted R*=0.126.

(Wallace, Lin, & Cefaratti, 2071 p. 201).

The above table demonstrates the significant
relevance and importance of training organization
employees under the Sarbanes-Oxley Act of 2002 and
building a better accounting control system (Wallace,
Lin, & Cefaratti, 2011).

According to Muglia (2013), as an organization
continues to experience rapid growth in the financial
market, the information technology (IT) team should test
and control the company’s internal control system. The
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researcher suggests five applicable steps conceming
internal control systems when complying with the
Sarbanes-Oxley Act of 2002. The first step, review and
test the applicable information system. The second step,
the internal auditor understands the organization’s
corporate governance and information technology (IT)
compliance rules with Sarbanes-Oxley (SOX). The third
step, revises the control system narratives. The fourth
step consists in analyzing Sarbanes-Oxley (SOX) tools.



The fifth step assesses the control formality of IT testing.
Therefore, the five steps mentioned previously will help
the internal and external auditors to follow the
information technology (IT) guidance of Sarbanes-Oxley
(SOX) (Muglia, 2013).

FPART VI — The Types of Services Considered Unlawiul if
provided to a Publicly Held Company by its Auditors

The types of services considered unlawful are
price fixing, inappropriate use of the tax law practices of

money laundering off-shore, and violation of the laws

and social norms in society. In addition, the world of

accounting is dominated by four top accounting firms

and represents a combined income of $80 billion. For
example, the table shows the existing relationship

between global fees and operations.

Global fees Operations

Firm USShn Employees Countries Offices

PricewaterhouseCoopers® 252 147,000 150 766

Deloitte & Touche” 200 135,000 i+ 670

Emst & Ymmgb 184 114,000 140 700

KPMG” 169 113,000 148 7 o

Grant Thornton® 28 22,000 113 521 X 1?"319 L
Accountancy firm income

Notes: #2007 annual review; ” 2006 annual reviews; Information as per firm web sites and size

(Sikka, 2008, p. 269).

Moreover, the researcher argues throughout the
research study that external auditors are exposed to
predatory practices in the financial market. Furthermore,
little attention has been given to the enterprise
production audit. In 1999, PricewaterhouseCoopers
(PwC) violated the U.S. Securities and Exchange
Commission (SEC) rules and regulations and a fine of
$2.5 million was imposed. By 2002, the U.S. Securities
and Exchange Commission (SEC) decided to hit
PricewaterhouseCoopers (PwC) with a fine of $5 million
because the auditors violated the independence rules
and embarked into the unknown arena by arranging
clients and auditors fees. The U.S. Securities and
Exchange Commission (SEC) fined Ernst & Young (EY)
for $1.7 billion because of the joint marketing with
People Soft and so sales were mainly driven by profit
ignoring the auditor privilege within the organization.
Then in 2003 the former partner of Ernst & Young (EY)
was arrested because falsifying and altering the financial
statement records equates lying to the SEC. In the case
of KPMG, the U.S. Securites and Exchange
Commission (SEC) fined the accounting firm for $22
million because KPMG failed to disclose properly
Xerox’s accounting record and the audit results. In 2005,
the U.S. Securities and Exchange Commission (SEC)
fined Deloitte & Touche (DT) in the amount $50 million
because Deloitte & Touche (DT) failed to detect the
massive financial fraud conducted by the Adelphia
Communication Corporation in their accounting records.
Therefore, it can be concluded, that the unlawful
services began in the accounting industry by the top

four accounting firms as indicated in the previous graph
(Sikka, 2008).

The rapid pace of economic crime continues to
strengthen around the globe. As predicated by Kieso,
Weygandt, and Warfield (2013), in a global survey study
that was conducted in 2013 it was reported that 3,000
executives from 54 countries were involved in fraudulent
financial reporting. The graphs depicted below show the
results of specific areas of fraudulent financial reporting
and the reported fraud trends.
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(Kieso, Weygandl, & Warfield, 2013, p. 1518).

PART VIl — Sarbanes-Oxley Act (SOX) and The Broader
Impact of The Act on Audiitors

In 2002, the bill of the Sarbanes-Oxley Act of
2002 was signed into law and set conditions for auditors
by esentially viewing the conflict of interest of auditors’
consulting services. In addition, the Sarbanes-Oxley Act
of 2002 prohibited a number of services including:

*  Bookkeeping or other services related to accounting
records or financial statements of the audit client;

* Financial information systems design and
implementation, appraisal or valuation services;
fairness opinions, or contribution-in-kind reports;

*  Actuarial services;

*  Internal audit outsourcing services;

*  Management functions of human resources;
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*  Broker-dealer or investment advisor services; or
investment banking services;

*  Legal services and expert services unrelated to the
audit; and any other service that the new Public
Company Accounting Oversight Board determines,
by regulation, is impermissible (Thompson, & Lang,
2003, p.9).

Furthermore, professional accountants
mentioned that setting the above seven prohibitions
under the Sarbanes-Oxley Act of 2002 will undermine
the audit effectiveness of auditors in the accounting
profession. Therefore, the prohibitions set by Sarbanes-
Oxley (SOX) impacted not only auditors but professional
accountants as well (Thompson, & Lange, 2003).



The main objective of the Sarbanes-Oxley Act of
2002 was to regain the investors’ confidence in the
market by enhancing and improving the transparency of
the financial statement disclosure. In addition, Section
404 under the Sarbanes-Oxley Act of 2002 mandates
auditors to assess the internal control system. Moreover,
since the adoption of the Sarbanes-Oxley Act of 2002
audit fees have increased substantially. For example, in
2003 to 2004 (as cited in Eldrige, & Kealy, 2005), audit
fees increased to $2.3 million. Furthermore, by 2004
Carney (2006) noted that accounting and legal fees
increased by 62%. Therefore, since the adoption of the
Sarbanes-Oxley Act of 2002, auditors and publicly
traded companies have experienced a high cost of
compliance in the financial market among economies of
scale (Kaserer, Mettler, & Obernberger, 2011).

[1I.  CONCLUSION

In conclusion, the unprecedented financial
event of the Enron Corporation demonstrated that major
corporate organizations in the gas and utility industry
were manipulating the company’s financial statements.
In addition, the implementation of the Sarbanes-Oxley
Act of 2002 helped align and reshape publicly traded
companies financial reporting systems. Moreover, the
U.S. Securities and Exchange Commission (SEC)
required publicly traded companies with a flow capital of
$75 million to comply with the Sarbanes-Oxley Act of
2002. Furthermore, the SOX cost of compliance internal
control system is $3.5 million. Therefore, since the
adoption of the Sarbanes-Oxley Act of 2002, auditors
and publicly traded companies have experienced a high
cost of compliance in the financial market among
economies of scale.Recommendation for Future Studies

The author of this article suggests that the
following aspects should be considered for future
studies when examining the collapse of the Enron
Corporation:

1. Educators in the higher education arena specialized
in accounting studies should align in their course
core curriculum the ethical aspect of the 11
provisions of the Sarbanes-Oxley Act of 2002 and
the interpretation of corporate governance.

2. The U.S. Securities and Exchange Commission
(SEC) should examine the compliance level of the
top four accounting firms with the Sarbanes-Oxley
Act of 2002.

3. The top 500 publicly traded companies trading in
the New York Stock Exchange Market (NYSE)
should consider training their employees on
Sarbanes-Oxley (SOX).

4. Auditors and Certified Public Accountants (CPAs)
need to wunderstand the existing relationship
between economic crime strengthening around the
world and the ten largest bankruptcies since 1980.

5. The attitude of management toward structuring the
organization’s capital and the internal control

10.

11.

12.

13.

14.

15.

16.

system mandated by Section 404 under the
Sarbanes-Oxley Act of 2002.
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Target Costing and Performance of
Manufacturing Industry in South-Western Nigeria

Lawrence Imeokparia® & Sanusi Adebisi °

Abstract- This research work seeks 1o explore the extent of
Target Costing system adoption and implementation by
manufacturing industry in South-Western Nigeria and the
impact on their performance. In the research work,
performance was defined in terms of profitability, Return on
Capital Employed and reduction in the cost of production. The
study adopted the survey research method, using structured
questionnaire to collect data from the sample data group
which represents all manufacturing firms in South Western
Nigeria listed on the Nigerian Stock Exchange as at 31st
December 2013. A total of 282 firms were included in the
study. Reliability test with Cronbach’'s Alpha of 0.88 was
obtained using the ordinary least square and t-test methods.
The results showed that the level of adoption and application
of target costing by manufacturing industry in South Western
Nigeria is low. However, the findings also showed that there is
a strong positive relationship between adoption of Target
costing and of improvement in Return on Investment and
reduction of cost.

Keywords: target costing, compelition, performance and
profitability.

l. [NTRODUCTION

he changes in the business environment in Nigeria
Toccasioned by merger, acquisition and

consolidation of many businesses within the
manufacturing industry have brought about changes in
the scope and size of many firms. Most large
manufacturing firms in Nigeria benefit from economies
of scale and therefore are able to charge lower prices.
However, according to Ellram (2000), Lockamy & Smith
(2000), and Shank & Fisher (1999), target costing may
serve as a solution when developing new products,
minimizing costs through optimal use of all resources
along with entire supply chain. Ahmed, Cullen & Dunlop
(1997) argue that the aim of target costing is to look at
all possible ideas of cost reduction when designing a
new product. In the same vein, Pierce (2002) states that
the target costing process require a comprehensive
information system and cross functional involvement.

[I.  OBJECTIVES OF THE STUDY

The objective of this research work is primarily
to determine the level of the adoption and

Authore o Department of Financial Studies. Redeemer’s University
Km 46/48, Lagos-lbacan Expressway Redemption City, Ogun State.
e-mails: Imeolaw2@gmail.com, Imeokparial@run.edu.ng,
sanusia@run.edu.ng

implementation of target costing by manufacturing
industries in South-Western Nigeria. Therefore, the study
will also determine the impact of target costing on the
overall performance of the manufacturing industry in
South-Western Nigeria in terms of Return on Capital
Employed, Profitability and cost reduction.

[11. DEVELOPMENT OF THE HYPOTHESIS

The following hypotheses will be tested:

Hypothesis 1.

Target costing systems have not been
significantly adopted by manufacturing companies in
South Western Nigeria.

Hypothesis 2:

There is no significant relationship between the
adoption and application of target costing and cost
reductions by manufacturing companies in South-
Western Nigeria.

Hypothesis 3:

There is no significant association between the
extent of the adoption of target costing and
improvement of financial performance by manufacturing
companies in South-Western Nigeria.

IV.  REVIEW OF LITERATURE

This paper adds to the literature on what target
costing is- theoretical definitions offer diverging views as
to whether it is a tool, or somewhat a process. The
eclectic review was also related to the reasons for, the
process and the goals of target costing. The concepts
of value engineering and management accounting were
also given an analogous relation to the concept. Extant
literatures were also reviewed.

Target costing is a cost management tool for
minimizing the general cost of a product over its product
life cycle (Jalaee, 2012). It is basically a product
development process that manipulates equations and
develops costs based on prices, and then works
backward to design the product and then the production
process (Fridh & Borgernas, 2003). A distinguishing
factor between the above definitions is that the former
defines target costing as a tool, while the latter
harangued the concept as a process. Hamada &
Monden (1991) saw it as a dual process of planning a
product that meets the customer's needs which

© 2014 Global Journals Inc. (US)

Global Journal of Management and Business Research (D) Volume XIV Issue IV Version | E Year 2014


mailto:sanusia@run.edu.ng�

Global Journal of Management and Business Research (D ) Volume XIV Issue IV Version I E Year 2014

establishes the target cost through the sales price and
profit margin and also of achieving target cost by using
value engineering and an assessment of such targeted
costs with achieved costs; this is done by setting sets
the target cost by subtracting the target profit margin
from the target price and firm determines the target
selling price at which a product can be sold in the
marketplace (Kaur, 2014). Costs should be should
conducted to a point in which the cost does not surpass
the predetermined sales price and the lowest amount
possible of expected profit (Sarokolaei & Rahimipoor,
2013).

This research defines Target costing as
essentially a cost management technique which
minimizes cost based on the difference between the
selling price and target profit margin of a product in
order to be in a better competitive position in the
marketplace. The framework is based on the ever-
sporadic and  competitive  Nigerian  business
environment; fundamentally, the manufacturing sector.

The Nigerian business environment is highly
unpredictable, erratic and impulsive; this calls for a
rational technique to be used by the management
accountant. Target costing serves as one of the
strategic cost management approaches better suited to
brace a company’s competitiveness in meeting the
erratic nature of today’s business and the challenges
that follow (Bonzemba & Okano, 1998); it is one of the
main tools to assisting manufacturers to be globally
competitive (Kumar, 2014); this is because in this price-
based target costing, a firm sets a target cost through
comparison of various competitive products ((Helms,
Ettkin, Baxter, & Gordon, 2005). Target costing is
concerned with simultaneously achieving a target cost
alongside the planning, development and detailed
design of new products (Tani, 1995). It is for these
reasons that the effects of target costing in a
competitive business environment cannot be over-
emphasized, as it combines the basic management
accounting techniques with the functioning knowledge
of management about the business environment.

Mathematically, target cost can be described as
Target Price — Target Profit. Target costing starts with
the examination of a target profit (Okano, 2005). Extant
literatures, however, starts the process with
determination of a competitive product (eg. Hamada &
Monden, 199; Ax, Greeve & Nilsson, 2008). Other
contemporaneous literatures envisage planning as the
proper start of the process; Tani (1995) needs
mentioning.

Extant literatures have however taken different
manners to explicate the process of this costing
method. Kaur (2014) opined target costing as consisting
two major phases which he called the establishment
phase and implementation phases. Jalace (2012)
perceived the process as directed by the marketplace
by first setting a selling price, then subtracting target

© 2014 Global Journals Inc. (US)

income and finally reaching a cost. Ax et al. (2008)
further stated that the target cost is then decomposed in
order to assign cost targets internally and to suppliers.
The degree of influence over suppliers was seen as one
of the major factors affecting the structure of target
costing (Fridh & Borgernas, 2003); they were of the view
that early involvement of such suppliers may result in
reduction of time to the market.

There have been diverse goals of target costing
highlighted in extant literatures. This literature
encapsulates the major objective of target costing as to
reduce the cost of production of a product which
invariably enhances the profit of such product. Target
costing exploits costing information and aims at on the
best possible price up front and prevents wasted time
on discussions concerning design and re-engineering of
the product (Jalaee, 2012). Kaur (2014) saw target
costing as a major strategic tool on the face of intense
competition in the marketplace. Kumar (2014) also
viewed target costing as a strong weapon for
competition. The goals aforementioned postulated for
this literature also has its relevance in situating the
business in the competitive market place; Ax et al.
(2012) needs mentioning.

a) Empirical Framework

Fridh & Borgenas (2003) studied the use of
target costing on Swedish manufacturing firms. 91
companies answered out of 250 selected companies
through random sampling. Primary data was used
consisting of the results from the survey. The survey was
afterwards published on a website which comprised of
277 multiple choice guestions, mostly multiple-choice.
The total population of the study consisted of
companies with 50 or more employees in the Swedish
manufacturing industry, which resulted in 664
companies. The results after the analysis showed that
16.5 % of manufacturing firms in Sweden use target
costs and such companies using it are larger
companies having a differentiation strategy and which
operates in highly competitive environments. This
assertion goes in line with one of the goals listed above
(eg. Ax et al, 2012; Kaur, 2014; Kumar, 2014).

In studying the obstacles of applying a target
costing system in firms, Sarokolaei & Rahimipoor (2013)
used the research survey method, while adopting T-
Student technique in regression test and coefficient
correlation to study the type of relationship between the
variables with correlation coefficient used to identify the
toughness of correlation and the identification coefficient
to determine the volatility of the dependent variable. The
findings indicated the obstacles of adopting target
costing to include the impracticability to assign a
competitive  price, rareness of the costumers'
satisfaction idea, lack of group work spirit, and the non-
utilization of the target costing system and value
engineering. It was then concluded that companies



would not have any tendencies to use target costing
untii when the country (Tehran) benefits from a
monopoly market. It was also affirmed that such
companies will use this system only in competitive
conditions in which they can continue their survival.

The eclectic analysis of Wu, Huang & Brown
(2013) investigated the role of strategic management
accounting in target costing in real-estate investment
industry. The didactic literature review made a
proposition that in real-estate investment industry, target
costing focuses on market orientation/price dynamics
together with cost management while giving an
encapsulated view of its goals, and general and
business circumstance of its implementation. They used
the case study method and the interview-based
evidences from the research revealed that creating
added value to increase prices was combined together
with cost management in order to achieve expected
profit margins and that the strategy of product price
increase in this industry was not only at the level of a
whole of construction batch, but also at diverse
products caused by the features of products within a
batch. It was concluded that value creation for increased
product price and cost management to meet the
customers’ needs in a monopoly competition market
might provide ways to support the competitive
techniques adopted by companies.

V.  METHODOLOGY

In this study, the research instrument used is
the cross sectional survey and explanatory method. The
cross sectional survey is considered because it allows
for the collection of quantitative data which can be
analysed quantitatively using descriptive and inferential
statistics.

The population for this study consists of 958
manufacturing companies listed in the Stock Exchange
Fact book 2011 and registered with Manufacturers’
Association of Nigeria as at December 2011 located in
South-Western Nigeria. The minimum population size
was calculated using Yaro-Yamani Formula.

n = N
1+ N()?
Where,
n = sample size
N = Population of the study

e = Tolerable error (5%).
The minimum sample size therefore is:

n= 958
14958(0.05) 2
958
142.395
958
3.395
282.2

282 companies

VI.  TEeST OF HYPOTHESIS
Hypothesis One:
Target costing systems have not been

significantly adopted by manufacturing companies in
South Western Nigeria.

Table 7. Result of regression test from hypothesis one
Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
319a 102 -.198 1.73043
a. Predictors. (Constant), Companies response
Table 2 - ANOVAD
Model R Sum of Squares Df Mean Square F Sig.
Regression 1.017 1 1.017 .340 .601a
Residual 8.983 3 2.994
Total 10.000 4

b. Predictors. (Constant), Companies response
c. Dependent Vvariable.: Levels of adoption
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Table 3 . Coefficientsa
Model Unstandardized Coefficients Standardized Coefficients T Sig.
B Std. Error Beta
1 (Constant) 3.614 1.308 2.764 .070
Companies response -.011 018 -.319 -.583 .601

a. Dependent Variable: Level of adoption

Interpretation of Parameter Values
Test of Significance

Probability value is the most efficient test of
significance. If probability value is greater than
0.05(p>0.05), then it is insignificant. The decision is to
reject H1 and not to reject Ho. On the other hand if
probability value is less than 0.05 (p<0.05), this shows
significance. The decision is to reject Ho and not reject
H1

From the result,TC adoption probability is 0.601
which is far greater than 0.05. The decision therefore is
to accept Ho.

Coefficient of Correlation (R).

This is the measure of the goodness of fit of the
regression estimate. The correlation coefficient, R,
ranges from -1 to +1 It tells us if there is a relationship
between the two variables in the first place. The father R
is from zero, there is more probability that there is a
relationship so the closer R is to -1 then there is more
proof that the relationship is an inverse one and the
closer to 1 implies a positive relationship between the
variables. The result shows that the value of R is .319
therefore there is a low insignificant positive impact
between organisational factors and the adoption and
implementation by manufacturing companies in  Ogun
and Lagos states, Nigeria.

Coefficient of determination (R squareq)
R squared is the coefficient of determination.

determination but it is a better value as it accounts for
the degree of freedom and as such will be adopted for
purpose of interpretation. The R-squared value of .102
shows that there is 10.2% level degree of adoption rate
of target costing. The degree of determination is very
low while the adjusted R-squared further buttressed the
point with a negative value of about 19.8%

Hypothesis Two:

There is no significant relationship between the
adoption and application of target costing and cost
reductions by manufacturing companies in South-
Western Nigeria.

The equation above establishes the linear
relationship between the estimation commands as
generated by spss. The estimation equation states that
CR is linearly related to Adoption of target costing. C (1)
is the constant that is the value of cost that can be
reduced if target costing is not adopted or considered at
all. C (2) is the slope, it gives the value of CR when
target costing increases. The slope measures the rate of
change in CR for a unit change in TC. Allowing for the
influence of all other variables affecting CR in a
stochastic variable u, the equation becomes CR = C (1)
+C (2)*TC +u

Where u represents the random error term or
simply the error term. Here u represents all those factors
(asides Adoption of target costing) that affect CR
(reduction in cost) but are not explicitly introduced in the
model, as well as purely random forces.

Global Journal of Management and Business Research (D ) Volume XIV Issue IV Version I E Year 2014

The adjusted r squared is also a coefficient of
Table 4 : Result of regression test from hypothesis two Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
.823a 677 675 77743
a. Predictors: (Constant), TC
Table 5 ANOVAb
Model R Sum of Squares Df Mean Square F Sig.
Regression 328.688 1 328.688 543.824.000a
N Residual 157144 260 .604
Total 485.832 261

© 2014 Global Journals Inc. (US)



a. Predictors. (Constant), TC

b.  Dependent Variable: COST REDUCTION

Table 6 : Coefficientsa

Model Unstandardized Coefficients Standardized Coefficients t Sig.
B Std. Error Beta
(Constant) 1.979 .085 23.240 .000
TC .622 .027 823 23.320 .000
a. Dependent Variable: COST REDUCTION
Table 7. Result of Pearson correlation test from hypothesis two Correlations
TC COST REDUCTION
TC Pearson Correlation 1 .823**
Sig. (2-tailed) .000
N 262 262
COST REDUCTION Pearson Correlation .823** 1
Sig. (2-tailed) .000
N 262 262
** Correlation is significant at the 0.01 level (2-tailed).
CR = F(TC) +u SE = .085 027
CR = C)+C@*TC +u T- Statistics: 23.240 23.320
CR = 1.979+.622TC+u Prob (T- Statistics): .000 .000
R= 0823 R-Square (R2) = 0.677 Adjusted R-Square (R2) = 0.675

Interpretation of Parameter Values
Test of Significance in t test and F Statistics

Probability value is the most efficient test of
significance. If probability value is greater than
0.05(p>0.05), then it is insignificant. The decision is to
reject H1 and not to reject Ho. On the other hand if
probability value is less than 0.05 (p<0.05), this shows
significance. The decision is to reject Ho and not reject
H1.

From the result, CR probability is 0.00 which is
less than 0.05. The decision therefore is shows a strong
evidence of H1.

Coefficient of Correlation (R).

This is the measure of the goodness of fit of the
regression estimate. The correlation coefficient, R,
ranges from -1 to +1 It tells us if there is a relationship
between the two variables in the first place. The father R
is from zero, there is more probability that there is a
relationship so the closer R is to -1 then there is more
proof that the relationship is an inverse one and the
closer to 1 implies a positive relationship between the
variables. The result shows that the value of R is 0.823
therefore there is a significant positive relationship
between the adoption and application of target costing

system and reduction in the cost of manufactured
products of manufacturing companies in Ogun and
Lagos states Nigeria.

Coefficient of determination (R squared)

R squared is the coefficient of determination.
The adjusted r squared is also a coefficient of
determination but it is a better value as it accounts for
the degree of freedom and as such will be adopted for
purpose of interpretation. The R-squared value of 0.677
shows that there is a 68% level degree of relationship
between the activities based costing adoption and
reduction in cost of manufacturing company. The
degree of determination is high while the Adjusted R-
squared even shows it at the same percentage of about
68%. This means that a variation or change in the
dependent variable (TC) in response to a positive
change in the independent variable is to the tune of Sixty
eight (68%) i.e. 0.675

Hypothesis Three:

There is no significant association between the
extent of the adoption of target costing and
improvement of financial performance by manufacturing
companies in South-Western Nigeria.

IFP= F (TC)

© 2014 Global Journals Inc. (US)
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The equation above establishes the linear
relationship between the estimation commands (TCand
IFP) as generated by SPSS. The estimation equation
states that IFP is linearly related to Adoption of target
costing. C (1) is the constant that is the value of cost
improved financial Performance if target costing is not
adopted or considered at all. C (2) is the slope; it gives
the value of IFP when TC increases. The slope
measures the rate of change in IFP for a unit change in
TC. Allowing for the influence of all other variables

affecting IFP in a stochastic variable u, the equation
becomes

IFP = C (1) +C (2)*TC + u

Where u represents the random error term or
simply the error term. Here u represents all those factors
(asides Adoption of target costing) that affect IFP
(Improved Financial Performance) but are not explicitly
introduced in the model, as well as purely random
forces.

Table 8 . Result of regression test from hypothesis three Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
917a 841 841 76240
a. Predictors. (Constant), TC
Table 9 : ANOVADb
Model Sum of Squares Df Mean Square F Sig.
Regression 801.592 1 801.592 1379.079 .000a
Residual 151.125 260 581
Total 952.718 261

a. Predictors. (Constant), TC

b. Dependent Variable: Financial Performance

Table 10 ;. Coefficientsa

(Constant)

Unstandardized Coefficients Standardized Coefficients T Sig.
Std. Error Beta

-1.163 .083 -13.933  .000

971 .026 917 37.136 .000

a. Dependent Variable: Financial Performance

Table 17 : Result of Pearson correlation test from hypothesis three Correlations

TC Financial Performance
TC Pearson Correlation 1 917**
Sig. (2-tailed) .000
N 262 262
Financial Performance Pearson Correlation 917** 1
Sig. (2-tailed)  .000
N 262 262
**_Correlation Is significant at the 0.01 level (2-tailed).
IFP = F(TC) +u SE = .083 .026
IFP = CM+CE@*TC +u T- Statistics: (13.933) 37.136
IFP = (1.163) + .971TC + u Prob(T- Statistics): .000 .000
R =00917 R-Square (R2) = 0.841 Adjusted R-Square (R2) = 0.841
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Interpretation of Parameter Values
Test of Significance in t test and F Statistics

Probability value is the most efficient test of
significance. If probability value is greater than
0.05(p>0.05), then it is insignificant. The decision is to
reject H1 and not to reject Ho. On the other hand if
probability value is less than 0.05 (p<0.05), this shows
significance. The decision is to reject Ho and not reject
H1.

From the result, CR probability is 0.00 which is
less than 0.05. The decision therefore is shows a strong
evidence of H1.

Coefficient of Correlation (R).

This is the measure of the goodness of fit of the
regression estimate. The correlation coefficient, R,
ranges from -1 to +1 It tells us if there is a relationship
between the two variables in the first place. The father R
is from zero, there is more probability that there is a
relationship so the closer R is to -1 then there is more
proof that the relationship is an inverse one and the
closer to 1 implies a positive relationship between the
variables. The result shows that the value of R is 0.917
therefore there is a significant positive relationship
between the adoption and application of target costing
system and relative improvement in financial
performance  of  manufactured products of
manufacturing companies in the south — westemn
Nigeria.

Coefficient of determination (R squared)

R squared is the coefficient of determination.
The adjusted r squared is also a coefficient of
determination but it is a better value as it accounts for
the degree of freedom and as such will be adopted for
purpose of interpretation. The R-squared value of 0.841
shows that there is a 84% level degree of relationship
between the target costing adoption and relative
improvement in financial performance of manufacturing
company. The degree of determination is high while the
Adjusted R-squared even shows it at the same
percentage of about 84%. This means that a variation or
change in the dependent variable (TC) in response to a
positive change in the independent variable is to the
tune of Eighty four (84%) i.e. 0.841.

VIL.

The result of hypothesis 1 shows that there is a
significant level of adoption of Target costing by
manufacturing industry in Lagos and Ogun States;
although the level of adoption appears to be less than
that of the majority of the country surveyed in the
developed countries but comparable to that of Japan
and South Africa. The result of Hypothesis 2 shows that
the r2 value of 0.677 and p value of 0.000 indicates a
positive relationship between the adoption and

CONCLUSION

implementation of target costing systems and the
reduction of cost of production by manufacturing
companies in South Western Nigeria. The result of
hypothesis 3 shows that there is a significant
association between the extent of the adoption of target
costing and improvement of financial performance by
manufacturing companies in South-Western Nigeria with
r2 value of 0.917 and p value 0.000

The barrier to the implementation of target
costing in this part of the continent is an area which
deserves further study.
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being noticeable.

The Editorial Board and Global Journals Inc. (US) recommend the use of a tool such as Reference Manager for reference management
and formatting.

Tables, Figures and Figure Legends

Tables: Tables should be few in number, cautiously designed, uncrowned, and include only essential data. Each must have an Arabic
number, e.g. Table 4, a self-explanatory caption and be on a separate sheet. Vertical lines should not be used.

Figures: Figures are supposed to be submitted as separate files. Always take in a citation in the text for each figure using Arabic numbers,
e.g. Fig. 4. Artwork must be submitted online in electronic form by e-mailing them.

Preparation of Electronic Figures for Publication

Even though low quality images are sufficient for review purposes, print publication requires high quality images to prevent the final
product being blurred or fuzzy. Submit (or e-mail) EPS (line art) or TIFF (halftone/photographs) files only. MS PowerPoint and Word
Graphics are unsuitable for printed pictures. Do not use pixel-oriented software. Scans (TIFF only) should have a resolution of at least 350
dpi (halftone) or 700 to 1100 dpi (line drawings) in relation to the imitation size. Please give the data for figures in black and white or
submit a Color Work Agreement Form. EPS files must be saved with fonts embedded (and with a TIFF preview, if possible).

For scanned images, the scanning resolution (at final image size) ought to be as follows to ensure good reproduction: line art: >650 dpi;
halftones (including gel photographs) : >350 dpi; figures containing both halftone and line images: >650 dpi.

Color Charges: It is the rule of the Global Journals Inc. (US) for authors to pay the full cost for the reproduction of their color artwork.
Hence, please note that, if there is color artwork in your manuscript when it is accepted for publication, we would require you to
complete and return a color work agreement form before your paper can be published.
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Figure Legends: Self-explanatory legends of all figures should be incorporated separately under the heading 'Legends to Figures'. In the
full-text online edition of the journal, figure legends may possibly be truncated in abbreviated links to the full screen version. Therefore,
the first 100 characters of any legend should notify the reader, about the key aspects of the figure.

6. AFTER ACCEPTANCE

Upon approval of a paper for publication, the manuscript will be forwarded to the dean, who is responsible for the publication of the
Global Journals Inc. (US).

6.1 Proof Corrections

The corresponding author will receive an e-mail alert containing a link to a website or will be attached. A working e-mail address must
therefore be provided for the related author.

Acrobat Reader will be required in order to read this file. This software can be downloaded
(Free of charge) from the following website:

www.adobe.com/products/acrobat/readstep2.html. This will facilitate the file to be opened, read on screen, and printed out in order for
any corrections to be added. Further instructions will be sent with the proof.

Proofs must be returned to the dean at dean@globaljournals.org within three days of receipt.

As changes to proofs are costly, we inquire that you only correct typesetting errors. All illustrations are retained by the publisher. Please
note that the authors are responsible for all statements made in their work, including changes made by the copy editor.

6.2 Early View of Global Journals Inc. (US) (Publication Prior to Print)

The Global Journals Inc. (US) are enclosed by our publishing's Early View service. Early View articles are complete full-text articles sent in
advance of their publication. Early View articles are absolute and final. They have been completely reviewed, revised and edited for
publication, and the authors' final corrections have been incorporated. Because they are in final form, no changes can be made after
sending them. The nature of Early View articles means that they do not yet have volume, issue or page numbers, so Early View articles
cannot be cited in the conventional way.

6.3 Author Services

Online production tracking is available for your article through Author Services. Author Services enables authors to track their article -
once it has been accepted - through the production process to publication online and in print. Authors can check the status of their
articles online and choose to receive automated e-mails at key stages of production. The authors will receive an e-mail with a unique link
that enables them to register and have their article automatically added to the system. Please ensure that a complete e-mail address is
provided when submitting the manuscript.

6.4 Author Material Archive Policy

Please note that if not specifically requested, publisher will dispose off hardcopy & electronic information submitted, after the two
months of publication. If you require the return of any information submitted, please inform the Editorial Board or dean as soon as
possible.

6.5 Offprint and Extra Copies

A PDF offprint of the online-published article will be provided free of charge to the related author, and may be distributed according to
the Publisher's terms and conditions. Additional paper offprint may be ordered by emailing us at: editor@globaljournals.org .

You must strictly follow above Author Guidelines before submitting your paper or else we will not at all be responsible for any
corrections in future in any of the way.
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Before start writing a good quality Computer Science Research Paper, let us first understand what is Computer Science Research Paper?
So, Computer Science Research Paper is the paper which is written by professionals or scientists who are associated to Computer Science
and Information Technology, or doing research study in these areas. If you are novel to this field then you can consult about this field
from your supervisor or guide.

TECHNIQUES FOR WRITING A GOOD QUALITY RESEARCH PAPER:

1. Choosing the topic: In most cases, the topic is searched by the interest of author but it can be also suggested by the guides. You can
have several topics and then you can judge that in which topic or subject you are finding yourself most comfortable. This can be done by
asking several questions to yourself, like Will | be able to carry our search in this area? Will | find all necessary recourses to accomplish
the search? Will | be able to find all information in this field area? If the answer of these types of questions will be "Yes" then you can
choose that topic. In most of the cases, you may have to conduct the surveys and have to visit several places because this field is related
to Computer Science and Information Technology. Also, you may have to do a lot of work to find all rise and falls regarding the various
data of that subject. Sometimes, detailed information plays a vital role, instead of short information.

2. Evaluators are human: First thing to remember that evaluators are also human being. They are not only meant for rejecting a paper.
They are here to evaluate your paper. So, present your Best.

3. Think Like Evaluators: If you are in a confusion or getting demotivated that your paper will be accepted by evaluators or not, then
think and try to evaluate your paper like an Evaluator. Try to understand that what an evaluator wants in your research paper and
automatically you will have your answer.

4. Make blueprints of paper: The outline is the plan or framework that will help you to arrange your thoughts. It will make your paper
logical. But remember that all points of your outline must be related to the topic you have chosen.

5. Ask your Guides: If you are having any difficulty in your research, then do not hesitate to share your difficulty to your guide (if you
have any). They will surely help you out and resolve your doubts. If you can't clarify what exactly you require for your work then ask the
supervisor to help you with the alternative. He might also provide you the list of essential readings.

6. Use of computer is recommended: As you are doing research in the field of Computer Science, then this point is quite obvious.
7. Use right software: Always use good quality software packages. If you are not capable to judge good software then you can lose

quality of your paper unknowingly. There are various software programs available to help you, which you can get through Internet.

8. Use the Internet for help: An excellent start for your paper can be by using the Google. It is an excellent search engine, where you can
have your doubts resolved. You may also read some answers for the frequent question how to write my research paper or find model
research paper. From the internet library you can download books. If you have all required books make important reading selecting and
analyzing the specified information. Then put together research paper sketch out.

9. Use and get big pictures: Always use encyclopedias, Wikipedia to get pictures so that you can go into the depth.

10. Bookmarks are useful: When you read any book or magazine, you generally use bookmarks, right! It is a good habit, which helps to
not to lose your continuity. You should always use bookmarks while searching on Internet also, which will make your search easier.

11. Revise what you wrote: When you write anything, always read it, summarize it and then finalize it.
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12. Make all efforts: Make all efforts to mention what you are going to write in your paper. That means always have a good start. Try to
mention everything in introduction, that what is the need of a particular research paper. Polish your work by good skill of writing and
always give an evaluator, what he wants.

13. Have backups: When you are going to do any important thing like making research paper, you should always have backup copies of it
either in your computer or in paper. This will help you to not to lose any of your important.

14. Produce good diagrams of your own: Always try to include good charts or diagrams in your paper to improve quality. Using several
and unnecessary diagrams will degrade the quality of your paper by creating "hotchpotch." So always, try to make and include those
diagrams, which are made by your own to improve readability and understandability of your paper.

15. Use of direct quotes: When you do research relevant to literature, history or current affairs then use of quotes become essential but
if study is relevant to science then use of quotes is not preferable.

16. Use proper verb tense: Use proper verb tenses in your paper. Use past tense, to present those events that happened. Use present
tense to indicate events that are going on. Use future tense to indicate future happening events. Use of improper and wrong tenses will
confuse the evaluator. Avoid the sentences that are incomplete.

17. Never use online paper: If you are getting any paper on Internet, then never use it as your research paper because it might be
possible that evaluator has already seen it or maybe it is outdated version.

18. Pick a good study spot: To do your research studies always try to pick a spot, which is quiet. Every spot is not for studies. Spot that
suits you choose it and proceed further.

19. Know what you know: Always try to know, what you know by making objectives. Else, you will be confused and cannot achieve your
target.

20. Use good quality grammar: Always use a good quality grammar and use words that will throw positive impact on evaluator. Use of
good quality grammar does not mean to use tough words, that for each word the evaluator has to go through dictionary. Do not start
sentence with a conjunction. Do not fragment sentences. Eliminate one-word sentences. Ignore passive voice. Do not ever use a big
word when a diminutive one would suffice. Verbs have to be in agreement with their subjects. Prepositions are not expressions to finish
sentences with. It is incorrect to ever divide an infinitive. Avoid clichés like the disease. Also, always shun irritating alliteration. Use
language that is simple and straight forward. put together a neat summary.

21. Arrangement of information: Each section of the main body should start with an opening sentence and there should be a
changeover at the end of the section. Give only valid and powerful arguments to your topic. You may also maintain your arguments with

records.

22. Never start in last minute: Always start at right time and give enough time to research work. Leaving everything to the last minute
will degrade your paper and spoil your work.

23. Multitasking in research is not good: Doing several things at the same time proves bad habit in case of research activity. Research is
an area, where everything has a particular time slot. Divide your research work in parts and do particular part in particular time slot.

24. Never copy others' work: Never copy others' work and give it your name because if evaluator has seen it anywhere you will be in
trouble.

25. Take proper rest and food: No matter how many hours you spend for your research activity, if you are not taking care of your health
then all your efforts will be in vain. For a quality research, study is must, and this can be done by taking proper rest and food.

26. Go for seminars: Attend seminars if the topic is relevant to your research area. Utilize all your resources.

. © Copyright by Global Journals Inc.(US)| Guidelines Handbook

XVI



27. Refresh your mind after intervals: Try to give rest to your mind by listening to soft music or by sleeping in intervals. This will also
improve your memory.

28. Make colleagues: Always try to make colleagues. No matter how sharper or intelligent you are, if you make colleagues you can have
several ideas, which will be helpful for your research.

29. Think technically: Always think technically. If anything happens, then search its reasons, its benefits, and demerits.

30. Think and then print: When you will go to print your paper, notice that tables are not be split, headings are not detached from their
descriptions, and page sequence is maintained.

31. Adding unnecessary information: Do not add unnecessary information, like, | have used MS Excel to draw graph. Do not add
irrelevant and inappropriate material. These all will create superfluous. Foreign terminology and phrases are not apropos. One should
NEVER take a broad view. Analogy in script is like feathers on a snake. Not at all use a large word when a very small one would be
sufficient. Use words properly, regardless of how others use them. Remove quotations. Puns are for kids, not grunt readers.
Amplification is a billion times of inferior quality than sarcasm.

32. Never oversimplify everything: To add material in your research paper, never go for oversimplification. This will definitely irritate the
evaluator. Be more or less specific. Also too, by no means, ever use rhythmic redundancies. Contractions aren't essential and shouldn't
be there used. Comparisons are as terrible as clichés. Give up ampersands and abbreviations, and so on. Remove commas, that are, not
necessary. Parenthetical words however should be together with this in commas. Understatement is all the time the complete best way
to put onward earth-shaking thoughts. Give a detailed literary review.

33. Report concluded results: Use concluded results. From raw data, filter the results and then conclude your studies based on
measurements and observations taken. Significant figures and appropriate number of decimal places should be used. Parenthetical
remarks are prohibitive. Proofread carefully at final stage. In the end give outline to your arguments. Spot out perspectives of further
study of this subject. Justify your conclusion by at the bottom of them with sufficient justifications and examples.

34. After conclusion: Once you have concluded your research, the next most important step is to present your findings. Presentation is
extremely important as it is the definite medium though which your research is going to be in print to the rest of the crowd. Care should
be taken to categorize your thoughts well and present them in a logical and neat manner. A good quality research paper format is
essential because it serves to highlight your research paper and bring to light all necessary aspects in your research.

INFORMAL GUIDELINES OF RESEARCH PAPER WRITING

Key points to remember:

®  Submit all work in its final form.
e Write your paper in the form, which is presented in the guidelines using the template.
e  Please note the criterion for grading the final paper by peer-reviewers.

Final Points:

A purpose of organizing a research paper is to let people to interpret your effort selectively. The journal requires the following sections,
submitted in the order listed, each section to start on a new page.

The introduction will be compiled from reference matter and will reflect the design processes or outline of basis that direct you to make
study. As you will carry out the process of study, the method and process section will be constructed as like that. The result segment will
show related statistics in nearly sequential order and will direct the reviewers next to the similar intellectual paths throughout the data
that you took to carry out your study. The discussion section will provide understanding of the data and projections as to the implication
of the results. The use of good quality references all through the paper will give the effort trustworthiness by representing an alertness
of prior workings.
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Writing a research paper is not an easy job no matter how trouble-free the actual research or concept. Practice, excellent preparation,
and controlled record keeping are the only means to make straightforward the progression.

General style:

Specific editorial column necessities for compliance of a manuscript will always take over from directions in these general guidelines.

To make a paper clear

- Adhere to recommended page limits
Mistakes to evade

® |Insertion a title at the foot of a page with the subsequent text on the next page
e  Separating a table/chart or figure - impound each figure/table to a single page
e  Submitting a manuscript with pages out of sequence

In every sections of your document
- Use standard writing style including articles ("a", "the," etc.)

- Keep on paying attention on the research topic of the paper

- Use paragraphs to split each significant point (excluding for the abstract)

- Align the primary line of each section

- Present your points in sound order

- Use present tense to report well accepted

- Use past tense to describe specific results

- Shun familiar wording, don't address the reviewer directly, and don't use slang, slang language, or superlatives

- Shun use of extra pictures - include only those figures essential to presenting results

Title Page:

Choose a revealing title. It should be short. It should not have non-standard acronyms or abbreviations. It should not exceed two printed
lines. It should include the name(s) and address (es) of all authors.
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Abstract:

The summary should be two hundred words or less. It should briefly and clearly explain the key findings reported in the manuscript--
must have precise statistics. It should not have abnormal acronyms or abbreviations. It should be logical in itself. Shun citing references
at this point.

An abstract is a brief distinct paragraph summary of finished work or work in development. In a minute or less a reviewer can be taught
the foundation behind the study, common approach to the problem, relevant results, and significant conclusions or new questions.

Write your summary when your paper is completed because how can you write the summary of anything which is not yet written?
Wealth of terminology is very essential in abstract. Yet, use comprehensive sentences and do not let go readability for briefness. You can
maintain it succinct by phrasing sentences so that they provide more than lone rationale. The author can at this moment go straight to
shortening the outcome. Sum up the study, with the subsequent elements in any summary. Try to maintain the initial two items to no
more than one ruling each.

®  Reason of the study - theory, overall issue, purpose

®  Fundamental goal

®  To the point depiction of the research

®  Consequences, including definite statistics - if the consequences are quantitative in nature, account quantitative data; results
of any numerical analysis should be reported

e  Significant conclusions or questions that track from the research(es)

Approach:
®  Single section, and succinct
® Asaoutline of job done, it is always written in past tense
® A conceptual should situate on its own, and not submit to any other part of the paper such as a form or table
®  Center on shortening results - bound background information to a verdict or two, if completely necessary
e  What you account in an conceptual must be regular with what you reported in the manuscript

e  Exact spelling, clearness of sentences and phrases, and appropriate reporting of quantities (proper units, important statistics)
are just as significant in an abstract as they are anywhere else

Introduction:

The Introduction should "introduce" the manuscript. The reviewer should be presented with sufficient background information to be
capable to comprehend and calculate the purpose of your study without having to submit to other works. The basis for the study should
be offered. Give most important references but shun difficult to make a comprehensive appraisal of the topic. In the introduction,
describe the problem visibly. If the problem is not acknowledged in a logical, reasonable way, the reviewer will have no attention in your
result. Speak in common terms about techniques used to explain the problem, if needed, but do not present any particulars about the
protocols here. Following approach can create a valuable beginning:

Explain the value (significance) of the study

e  Shield the model - why did you employ this particular system or method? What is its compensation? You strength remark on its
appropriateness from a abstract point of vision as well as point out sensible reasons for using it.

®  Present a justification. Status your particular theory (es) or aim(s), and describe the logic that led you to choose them.

® Very for a short time explain the tentative propose and how it skilled the declared objectives.

Approach:
®  Use past tense except for when referring to recognized facts. After all, the manuscript will be submitted after the entire job is
done.

®  Sort out your thoughts; manufacture one key point with every section. If you make the four points listed above, you will need a
least of four paragraphs.
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®  Present surroundings information only as desirable in order hold up a situation. The reviewer does not desire to read the
whole thing you know about a topic.

e  Shape the theory/purpose specifically - do not take a broad view.

®  Asalways, give awareness to spelling, simplicity and correctness of sentences and phrases.

Procedures (Methods and Materials):

This part is supposed to be the easiest to carve if you have good skills. A sound written Procedures segment allows a capable scientist to
replacement your results. Present precise information about your supplies. The suppliers and clarity of reagents can be helpful bits of
information. Present methods in sequential order but linked methodologies can be grouped as a segment. Be concise when relating the
protocols. Attempt for the least amount of information that would permit another capable scientist to spare your outcome but be
cautious that vital information is integrated. The use of subheadings is suggested and ought to be synchronized with the results section.
When a technique is used that has been well described in another object, mention the specific item describing a way but draw the basic
principle while stating the situation. The purpose is to text all particular resources and broad procedures, so that another person may
use some or all of the methods in one more study or referee the scientific value of your work. It is not to be a step by step report of the
whole thing you did, nor is a methods section a set of orders.

Materials:

®  Explain materials individually only if the study is so complex that it saves liberty this way.
e  Embrace particular materials, and any tools or provisions that are not frequently found in laboratories.
® Do not take in frequently found.

e If use of a definite type of tools.

e  Materials may be reported in a part section or else they may be recognized along with your measures.
Methods:

e  Report the method (not particulars of each process that engaged the same methodology)

®  Describe the method entirely

To be succinct, present methods under headings dedicated to specific dealings or groups of measures

¢ Simplify - details how procedures were completed not how they were exclusively performed on a particular day.
If well known procedures were used, account the procedure by name, possibly with reference, and that's all.

Approach:

® |t is embarrassed or not possible to use vigorous voice when documenting methods with no using first person, which would
focus the reviewer's interest on the researcher rather than the job. As a result when script up the methods most authors use
third person passive voice.

®  Use standard style in this and in every other part of the paper - avoid familiar lists, and use full sentences.

What to keep away from

®  Resources and methods are not a set of information.
®  Skip all descriptive information and surroundings - save it for the argument.
®  |leave out information that is immaterial to a third party.

Results:

The principle of a results segment is to present and demonstrate your conclusion. Create this part a entirely objective details of the
outcome, and save all understanding for the discussion.

The page length of this segment is set by the sum and types of data to be reported. Carry on to be to the point, by means of statistics and
tables, if suitable, to present consequences most efficiently.You must obviously differentiate material that would usually be incorporated

in a study editorial from any unprocessed data or additional appendix matter that would not be available. In fact, such matter should not
be submitted at all except requested by the instructor.
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Content

Sum up your conclusion in text and demonstrate them, if suitable, with figures and tables.
In manuscript, explain each of your consequences, point the reader to remarks that are most appropriate.
Present a background, such as by describing the question that was addressed by creation an exacting study.
Explain results of control experiments and comprise remarks that are not accessible in a prescribed figure or table, if
appropriate.

e  Examine your data, then prepare the analyzed (transformed) data in the form of a figure (graph), table, or in manuscript form.
What to stay away from

® Do not discuss or infer your outcome, report surroundings information, or try to explain anything.
L] Not at all, take in raw data or intermediate calculations in a research manuscript.

® Do not present the similar data more than once.
®  Manuscript should complement any figures or tables, not duplicate the identical information.

®  Never confuse figures with tables - there is a difference.
Approach

e Asforever, use past tense when you submit to your results, and put the whole thing in a reasonable order.
e  Put figures and tables, appropriately numbered, in order at the end of the report

e |f you desire, you may place your figures and tables properly within the text of your results part.
Figures and tables

e |f you put figures and tables at the end of the details, make certain that they are visibly distinguished from any attach appendix
materials, such as raw facts

®  Despite of position, each figure must be numbered one after the other and complete with subtitle
®  |n spite of position, each table must be titled, numbered one after the other and complete with heading

e Allfigure and table must be adequately complete that it could situate on its own, divide from text
Discussion:

The Discussion is expected the trickiest segment to write and describe. A lot of papers submitted for journal are discarded based on
problems with the Discussion. There is no head of state for how long a argument should be. Position your understanding of the outcome
visibly to lead the reviewer through your conclusions, and then finish the paper with a summing up of the implication of the study. The
purpose here is to offer an understanding of your results and hold up for all of your conclusions, using facts from your research and
generally  accepted information, if  suitable.  The implication of  result  should be  visibly  described.
Infer your data in the conversation in suitable depth. This means that when you clarify an observable fact you must explain mechanisms
that may account for the observation. If your results vary from your prospect, make clear why that may have happened. If your results
agree, then explain the theory that the proof supported. It is never suitable to just state that the data approved with prospect, and let it
drop at that.

®  Make a decision if each premise is supported, discarded, or if you cannot make a conclusion with assurance. Do not just dismiss
a study or part of a study as "uncertain."

®  Research papers are not acknowledged if the work is imperfect. Draw what conclusions you can based upon the results that
you have, and take care of the study as a finished work

®  You may propose future guidelines, such as how the experiment might be personalized to accomplish a new idea.

®  Give details all of your remarks as much as possible, focus on mechanisms.

®  Make a decision if the tentative design sufficiently addressed the theory, and whether or not it was correctly restricted.
®  Tryto present substitute explanations if sensible alternatives be present.

®  One research will not counter an overall question, so maintain the large picture in mind, where do you go next? The best
studies unlock new avenues of study. What questions remain?

e  Recommendations for detailed papers will offer supplementary suggestions.
Approach:

®  When you refer to information, differentiate data generated by your own studies from available information
®  Submit to work done by specific persons (including you) in past tense.
= Submit to generally acknowledged facts and main beliefs in present tense.
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THE ADMINISTRATION RULES

Please carefully note down following rules and regulation before submitting your Research Paper to Global Journals Inc. (US):

Segment Draft and Final Research Paper: You have to strictly follow the template of research paper. If it is not done your paper may get

rejected.

. The major constraint is that you must independently make all content, tables, graphs, and facts that are offered in the paper.
You must write each part of the paper wholly on your own. The Peer-reviewers need to identify your own perceptive of the
concepts in your own terms. NEVER extract straight from any foundation, and never rephrase someone else's analysis.

e Do not give permission to anyone else to "PROOFREAD" your manuscript.

®  Methods to avoid Plagiarism is applied by us on every paper, if found guilty, you will be blacklisted by all of our collaborated
research groups, your institution will be informed for this and strict legal actions will be taken immediately.)
®  To guard yourself and others from possible illegal use please do not permit anyone right to use to your paper and files.
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Please note that following table is only a Grading of "Paper Compilation" and not on "Performed/Stated Research" whose grading
solely depends on Individual Assigned Peer Reviewer and Editorial Board Member. These can be available only on request and after

CRITERION FOR GRADING A RESEARCH PAPER (COMPILATION)
BY GLOBAL JOURNALS INC. (US)

decision of Paper. This report will be the property of Global Journals Inc. (US).

Abstract

Introduction

Methods
Procedures

Result

Discussion

References

XXIII

Grades

Clear and concise with
appropriate content, Correct

format. 200 words or below

Containing all background
details with clear goal and
appropriate  details, flow
specification, no grammar
and spelling mistake, well
organized sentence and

paragraph, reference cited

Clear and to the point with
well arranged paragraph,
precision and accuracy of
facts and figures, well

organized subheads

Well organized, Clear and
specific, Correct units with
precision, correct data, well
structuring of paragraph, no
grammar and
mistake

spelling

Well organized, meaningful
specification, sound
conclusion, logical and

concise explanation, highly

structured paragraph
reference cited
Complete and correct

format, well organized

Unclear summary and no
specific data, Incorrect form

Above 200 words

Unclear and confusing data,
appropriate format, grammar
and spelling errors with
unorganized matter

Difficult to comprehend with
embarrassed text, too much
explanation but completed

Complete and embarrassed
text, difficult to comprehend

Wordy, unclear conclusion,
spurious

Beside the point, Incomplete

E-F

No specific data with ambiguous
information

Above 250 words

Out of place depth and content,
hazy format

Incorrect  and unorganized

structure with hazy meaning

Irregular format with wrong facts
and figures

Conclusion is not cited,
unorganized, difficult to

comprehend

Wrong format and structuring
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