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Iniroduction

Perhaps carlice then, Yot cirtainly durivg le decades of the
60's and 70's, tle golden age of {Le bhictc1y of the so- called
a priori rescarch in accounting and auditing has taken place(1).
Although some authoritative works in this area of a priori
research have been declared as theoritically deficient and it is
possible * to declare the superiority of just about aly sét of
accounting procedures, depending on the particular a priori
model adopted”(2), it can be argued that such a criticism 1s
based on a serious misunderstanding of the role of this type
of research in the overthrow of outdated ideas and practices.
Far from being unproductive or of doubtful value, this type of

research is a uecessary slep in any scientific 1evolution(3).

It chould be emphasized, however, that the revolutionary

metaph r uscd here may be applicable only 1o accounting and

auditing thought. Given the political difficulties of initiating

(1) Churchill’s dijscertation and several other studies conducted

o — authors ( Churchill and Ccoper,
and Sainsbury, 1964; Churchill

one of the better examples of

by Churchill and three ¢
1964, 1965; Churchill, Cooper,
and Teitelbaum, 1967 ) constitute
a program of research in auditing.

(2) Gonedes and Dopuch (1974, pp- 49—5Q %
- g as
(3) The notion of @ revolution 18 taken from Thom' |

Kuhn’s monograph ( 1970, p. 7)
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may well he
an evolutionary rath¢r than a revolutionary process. But thyy

change in accounting and auditing practicer, that

tvolutionary process will not take place until the revolution in
thought is ccmplet.

Conceptually and practically, the audit investigation can he
extended in various directions, In récent years auditors have
been urged to éxténd their activities to various subject matters
in which eredibility might be enhanced by audit. the subject m-
atter of any extension of the audit function must, according to

the Committee on Basic Auditing Concepts ( 1973, p. 14 ), pos-
gess the following attributes(l) :

1. The subject matter must be suceptible to theé deduction of

evideutial assértions. Such assertions must be béth quantifiable
and verifiable.

2. An information system must bé present t6 record the ac-

tions, events, or result therc¢of; preferably adequate internal co-
ntrols will also be operating,

8. Consensus must exist on the established criteria against

which the information prepared from the subject matter can
be evalaated.

(1) One can easily discovér that the committee is, in fact,
echcing the call by Buiton ( 1968, p, 41) to ccnstruct a fram-
¢work for the maragement audit.



-
‘

In addition lo these attributes. tw, furtiér coaditions are
needed, and these are(l):

1, Compelence of the auditor. Anditor’s competence is an
jmpmiant constraint (n the subjert matter of an andit. Whether
the subjert matier can be broadened will depend, in part, cn
the awdifor’s gainipg fhe pecessary expertise(2).

2. Peporiability. There must be a report which includes an
apinion o8 the results of the comparison of the information
presented against the established criteria. Such a report must
be a competent reflection of the findings of the auditor. Before
any extensi»n of the audit fanetion into mew subject matter
can occur, report languaze mast be developed aad agread upoa

iby the profession. If the report dies not communicate satis-
factorily the findings of the audit, it may fail to fulfill the
fntent and thus render the auditor’s preceding work of little
worth, No matter how thorough and effective the auditor is
hig effort will g6 in vain if he cannct clearly convey the results
of this effort in a useful form to those whé need to kown
them.

It should not pass without notice, howéver, that the comm-

R

1, Idem, This presentetion paraphrases that of the Comm-
ittee.

2. Kreiger (1977 ), for example, discusses the structure of
different programs for vpgrading CPA audit competence and
sttempts to measure CPA and user redction to the effectiveness

of ¢ight such programs. In addition, several professional com=—
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iltee has unfortunately restricted its understanding of the role
of audit function within the communication Process associateg
with accounting information, and that it has been Convenient
fcr the committee to illustrate auditing methodolgy with tradi-
tional financial accounting concepts and techniques(1). This
attitude has greatiy influenced the committee’s views on matiersg
rélevant for congideration fcr the extensicn of the attestation

function (for example, audting * the planning function ).t

Motivation of the Study

A question that might appropriately be raised at this point“
in the conduct of inquiry is why have we selected this area ajs"
an ;fiitens'ibn of management audit and then subject it to our
cldse§Crutiny? The answer to thig rightful .ql’leSt‘iO.Ii'; is’ lz}rgc_ely

zihitfees 53 well as individual authoritative studies have endorsed
Roy and MacNeill’'s Common Body of Knowledge ( 1967 )‘ as

authoritative for the purpose of specifying the required body
of knbwledge that each CPA shculd have upon entcring the

profession.

1.7Thé committée has adopted this view in’spite of the acc-
ountants changing their methods in response to computer-baged
Management Information Systems design a.ltemative, and the
growing demand to extend the attest function in anticipation
of society’s and management’s inereased demands for_ audited
information, See, in support of this view H" J. Will ( 1?74,9.
693 ).
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pragmaiic, but we hasten to say that the rules de
\7

_are nc less significant or general,

€loped here
for, to quote a

| i . Phrase b
Chambers (1966, p. 371), “ every Specialism is significant sif

‘mply because it is limited ”. The pragmatic reasoning behind
: - ehinc

e i bk .
the selection of the area of quality control was to enharce its

chance for playing ils useful role in socio-econémic affairs

It has been noted that mass production has enabled our soc
jely to produre more goods at lower cost and, in many cases,
Jower ‘quality than previous méthods of production. The grow-
ing trend toward an industrialized society provides ample jus-
tification for greater émphasis on quality control aspects of

production.

There is a tremendous outcry, nowadays, about the deficie-
‘ncies of the quality of natiomal products as compared to that
imported from foreign countries. The situation has been under
observation for long time, but the relatively easy new impert
policies have made it imperative that the current efforts with
quality control must be sericusly appraised snd reva-

regard to
onal industry is to survive in the face of this

mped if the nati

fierce competition.

Although the science of management provides 2 necessary

part of the premises of choice in the ered of quality coatrol,
it does not -provide the whole. The factual premises of cholce

i tri accou-
are provided by many streains
nting, Since the administrative app
icient in the past, it appears that

& fresh outlook to be supplied by

of information. notably,
have not been suff-

roaches
e for

the atmosphere is rip

another disciplin.
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Historically both internal and external aaditors have Fefraj.
ned from including quality control in the scope of their anditg,
One major reason auditors neglected this field way Probably
the technical nature of a quality control operation, Aga regylt
quality control has remained an area of which auditorg haw:

| little knawledge., Nevertheless, it was recently nefed by R.

Keé¢enan ¢

““ While, it is apparent that the usual background
of an auditor would not qualify him as an expert
in technical aspects of this area, there is no reagon

whatsoever why he cannot review it fr- om a hus-
iness point of view "(1).

Formal guidelines for developing a quality control audit
program do mnot presently exist. Definite ‘responsibilities and
objectives have not been formulated in the aréa by profession-
al institutes ( e.g. the AICPA & The Institute of Internal Aud-
itors ). Therfore a public accounting firm ( or an_ internal
organizational subsystem) that desires to audit a client’s quality j
control system must develop its own policies and procedures,
This study shall attempt to fill the gap that presently exists in
the auditing literature regarding resp msibility, activity and

procedurs in the operational quality coniro] audit(2).

(1) Edward F. Norbeck et. al. ( 1969 p. 115).
(2) It sheuld be noled that quality control itseif ig essenti-
ally an audit of other pecple’s performance. Therefore, auditing

quality ccntrol sysiemes may properly be termed * audits of

“a
audits ”. s
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Research Methodology

If the view that accountingfis an empirical science is acce-
pted, then auditing should be more so. However, the purpose
of empirical science is not limited to passively observing the
behavior of the empirical ‘system (1). The researcher_attempts
to control the empirical system 'so that its behavior is more
beneficial to human beings. Ncrmative models ( as opposed to
descriptive models ) are developed to move the state of the |
empirical system closer to the norms or goals that the resear-
cher has in mind. Res¢éarch methodology involved in developing ]

descriptive modéls is two fold, namely,

(1) empirical observations, and

(2) induction

In contrast to the process of observation and induction that
ijs involved in censtructing descriptive models, the process in-

volved in constructing normative models may be characterized
by (2):

(1) goal assumptions, and

(2) deduction,

.

(1) Tjiri ( 1975, p. 6 )

(2) Ibid, PP 7‘—'8 Ly
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It is clear that the state of the art does not wariant 5 ().
ear process of induction in the area of quality coniryl, cince
audit programs for quality control do not presently exict ¢ithey
in industry or accounting firms ( not even at the Central Acco.-
unting Agency in Egypt ). Therefore a deduclive process seemg
to be in order. Accouuting and auditing literature, as well ag
other disciplinary lilerature, provides much of the needed rege-

arch data.

Operational VS. Management Auditing (?)
of Quality Control Systems

Increased managerial delegation of authority fésiered the
development of operalional auditirg by producing a need for

the following information :

1. Determination of performance effectiveness in each deleg-

ated functional area.

2. Establishment of potential impact of breakdowns in speci-

alized functional areas of operation.

The contexts of the terms operational auditing and mana-
gement auditing have not been clearly stated or differentiated
in the literaturé(l). Management consultants, for example, have

used the term management auditing in the ccntext of organizat-

(1) See, e.g., H. Q. Langenderfer and J. C. Robertson (1969
p. 177).
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ional evaluation for the purpose of defining and explaining
prcblem arcas(l). Some C:rtified Public Accountanis ( i. e..
indepcndent auditors ) have empléyed the term to refer fo smi-

lar usage with refercnee to management seivices engagement(2).

Internal auditors, too, frequently refer to their internal
audits, or operational audits, as management audits(3). The
distinguishing féature of the uses referred to in all these studies
is that in each case the audit engagement is in the nature of

an audit for managément. Indopendence is not considered fo be

particularly relevant to such audit examinations as these.

In a chapter titled ‘* quality audits ”, Hagan (1968. p. 200)

—

asserts that ‘'too many managéhiénts are so busy getting things
done that no one is overly concerned with how well they are
beirg done. To even consider — let alone tolerate — measuring
management’s effectiviness is unkeared of . Therefore, we
present oiher authors view who describe operational auditing
from ike point of view of the independent auditcr. Neil
Churchill and Cyert (1966, p. 39) 1ecapialate management
auditing as ** an audit which results in a statement of opinion

by a Certified Public Accountamt with regerd to perisrmance

of management functions ”. This definition of management

auditirg is [ramed in the context of indepéendent attestati-ns
of management ( probably fcr the benefit cf third parties ).

(1) R. I. Levin ( 1968, pp. 6068 ).
(2) Arthur E. Witte (1967 ); Johu L. Carey ( 1965 ).

(3) William L. Campfield (1967); Warren B. Coburn (1966).
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For our purpose here we have adopted the view that
differentiates between management auditing and operational
auditing from the angle that sees the first as auditing of
managemént and the later as aupiting for mantagement(1), For
the specific purpose of developing an audit program for quality
coltrol systems, we sée 1O particular relevance for the fact
that the audit program may be developed and carried out by
an independent auditor for the benefit of third parties or
management itself or by an internal auditor pérforming the
audit for the benefit of management, Therefore, we shall use
the terms operational auditing and management auditing
interchangeably to refer to the logical contents specified at the
outset of this section of the paper.

To recapitulate, the purpcse cf this effort is to explore the
operaticnal auditing of quality activties. Emphasis will be

placed on :

1. Determination of the acconntant’s role in opérational

quality control audit

2. Developing guidelines which an auditor can follow when

creating or revising a quality control audit program.

(1) See, e. g., T. Burgess (1971, p. 7—12); C. H. Smith,
-y A. Laniér, and M. E. Taylor (1972, pp. 270—283),
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External Auditor’s Role in the Operational

Auditing of Quality Contro) Operations

Traditionally the primary interest of a public

accountant
has bcen centered around the elements

affecting the financial
statemeDts of hig clients, Although the effectiveness of some

operational procedures may be ingignificant in their effect
upon financial statements, ineffective quality control procedures

may have the following indirect adverse consequences cn
financial statements(1);

1 — An increase in customer returns and other advérse

effects in customer relations,

2 — Decrease in sales due¢ to poor product performance
3 — Exceseive re - work cost for defective material
4 — Costly rehandling and shipping charges

5 — Excessivo production ccsts with correpondingly low

profits

Ordinarily, financial audit will be performed on Quality
Control Department only if it is selected for review thrcugh
a statistical survey, oOr if a question exists as to ike reliablity

of balances appearing in the financial statements ( such as

inventory or pioduction costs ). If the Quality Control Depa-

Ltment is selected for review, the financial audit woulil ususlly

ccncentrate cn the fc llowing two areas :

1 — Sdword Norbeck et, al., oP at. P. 116,



16 -

| 'The financial costs of o Quality Control  Department,

such as salary, supply cOst, deprecintion expenve, .. eic,

2. The quality control effectivenCss in the determination of

the sales returns and allcwances.

It is clear, thus, that Quality Control Departments (if aud-
ited at all ) are audited from o financial rather than an
operational viewpoint(1). Operational auditing is directed toward
the future by measureng progress toward enterprise objectives,

whereas financial auditing analyses the past by reviewing
accounting tranactions,

An operational audit should reveal the inherent weakness
existing in a quality control system and should, in turn, reduce

the above adverse éffects on financial statements.

An Operational Auditing Model Program
For Quality Control

In order to adhere to management’s philosophy, quality
control activiliés should be conlinuously scrutinised and modified
when necessary. This scction will provide the auditor with
a guide to eithér developing or revising an operational audit

program of quality control activities.

(1) The general consensus prevailing now is that operational
efficiency isan inlernal audit function and that quality control

audit responsibility liés. primarily with the intérnal audit staff.



wan 10 o4

Failure of a Qualily Control ])(-p:u'hncnl to achieve manag-
ement's quality control goals and objectives muy be cauged by}
inadequato systems and procedures and / cr by non complinnce

with systems and prccedures by quality control personnel(l).

Audit prccedures presentéd here are intended to detect wea-
kneéss in both structure and implementation as they exist in

Quality Conirol Departments.

In order to provide broad bage for thé auditor, some basic
quality control audit functions are prescnled. The broad audit
functions are to be used as general guides when creating
a quality control audit program. Thé procedures are presented
for a transilicn to the practical applicatim of such functions,
and they are intentionally presented in very broad terms to serve
as a general model for a quality control audit. The presentation
is made in accordance with the spirit that an audit pregram

is a medium for having an organized procedure.

I. (Preliminary Siep) : Familiarization With Qaalily Control

System and Quality Conicol Managemen!

Objectives.

Quality ccntrol is a function with which most auditors aré

not familiar. Therefore a thourcugh review of quality control

system and management objeclives regarding quality control

( what top management considers to be the cbjectives of

a gnality control function ) is necessary prior to developmeut

(1) The later aspect is usually called a compliance or

procedure audit. Sce, e. g., -Barefield (1975, p. 1).
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¢ an audit. The main judgmental foctor to BerDImEERer 1o
. .

qualily control management objectives is the assesment of risk

in relation to cost.

The process of familiarization is specifically undertaken at
the commencement of an audit. It, then, becomes an automatic
process as the audit cohtinues. Initial familiarization is perfc-
rmed to give an auditor data relative to:

1. Organijzation of the Quality Control Department

2. Operational dutiés and responsibililies of perscunel

3. Type and flow of work

4: Skills required of inspectors

5. Techniques used

6. Inspestion frequency

7. Nature and type of reports issued.

The procedural arrangement to carry out this preliminary

step may now be proposed :

A. A meeting with top management and quality contr]

officials shoculd be schéduled.

B. Fcrmal quality control objectives should be formulated
cr revised by top management subsequent to the above

meeling and circulated to quality control officials.

© C.. Obtain desired informatioen about the cperaticnig (f the
quality control' system: (‘crganizational chartj job des
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eriptions, operati ,
| peration procedures mabusl, and any form,

nd r olatd
test, and repcrt relative 1o quality contrcl wAivities ),

D. Achieve physical familiatization by examining the parth-

lity for product quality(l):

1- IUtEIVieW the qun]ily ro"[r“l k"y uf”(i?slﬂ

handling

v

Interview sales officials ( specifically those
custonicr geivice so as to determine the Sales Depart-

ment's reaction to preduct quality ).

3. Interview key product engineering officiale (to ascertain
their (pinion of whether quality control is maintaining
the quality level in product design ).

4. Interview desigh personnel (to determine their opinion

of product desigh quality effectiveness ).

5. Interview prccurement agents (to determine engineering

print ade(quacy and also to check that Procurement

Department follows up on vendor quality problems and
documents ).

6. Tour genmeral plant areas ( 16 become familiar With the

physical operations ) .

7. Obse1ve methods and equipment used for inspectictt

g e
(1) fcr a detailed description f theé
prime quality responsibi

y the Exhibit oft P38

participating organiz-
litics, seé; Haga®h, OP-

ations and their
e 31),

cit., ch. 2 ( especiall



8 Review sampling Dlmedu”ﬁ"":’mplc'ycfl by the Quality

Control Department.

E. After quality control objectives are agreed upen,. ang

d. the audit plan ( objective, purpose,

sibility ) should be formulated,

familiarily is achieve
scope, basic approach, respon

and this may appear as follows :

1, Objective— to achieve an effective quality contrcl system

( in confcrmance Wwith managerial quality control

objectives ).

2. Purpose — to delermine :

a) the functional adequacy cf the quality control system

in achieving management (uality cantrol objéctives

b) the measure of adherence to the prescribed Qquality

control system(l).

3. Scope—to review the establishcd quality ccntrol cystems

and procedures ( in conjunction with évaluation of the

internal control system ). Inspéction may cover:

a) functional adequacy of quality ccntrol organizational

structure.

(1) When (uality audits are limited to the instructions
contained in a (uality proceduré - as often happens - they are

not likely t6 improve «n the intent or objective. Vide, Hagan,
op. cit, p. 203,
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b) tests of rec¢ rding accuracy

¢) centract epecifications requrirg compliance

d) reports utilized by managemént (in evaluatling the

accomplishment of assigned cbjectives ).

4. Basic Approach — the audit program may be devéloped

In outline fashion beéfcre starting the tests(1). ( The
initial outline must be suf ficiently detailed to give the

auditor diréction, but not so detailed as to impede
judgment ),

9. Responsibility — the Internal Audit Department or a sep-

arate unit specifically created to audit qualily control

or av external auditor may pérfcrm the audit(2).

(1) The basic approach for the preparation of the audit
pragram varie: in detail fréom one situation to another. See, e.
g., Nielsen (1971, p. 10—13).

(2) Compare this to the maunagerial approach to quality
audits where it has been customary to make a séparate orga-
nizational segment of the quality control function responsible
for reviewing the balance of the organization’s performance,
Vide, Hagan, op. cit., ch. 10,
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y cf the Quality Conirg

R wne.ienal Ad>quac
fI. Evaluating {he Funcdonat =77 " °~ —
System.
___——

ain whether funCiong

The auditor should attempt  to ascert

ed (by quality control per
1 m

being perforn gonnel ) are suffi-ient
n erio

and effective t anagement objectives,

» achieve quality contru

the auditor ghould make note

During the evaluation stage
nd procedures,

of possible meth ds of improving the gystem @

and suggest approaches to corrective action.

upcn completion of his evaluation, the auditor should be

able to form an opinicn as to both the overall functional

offectiveness of the prescribed quality control system and proc-

edures for achieving (uelity contrcl management objéctives.

The procedurcl arrangement for carrying out this step may

be prescribed in the following terms :

A. Quality Control Organizatiodt — review the organization

of a quality ccntrol function relative to the structure of

a Quality Ccntrol Deprrtment in crder to ascertain that:
1. The number of inspectors is sufficient.
2. Shifts are fully manned.

3. A clear — cut transfer ¢f respousibility takcs place

ameng irspectors on various shifts.
4. Qualificatic ns cf inspecters are adequale.

. An adequate prcgram exists fcr educaling inspectors,



6. Managémenl has an effec
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tive means of evaluating the
: "~ 2/ . .
inspeclor’s performance (abalyze feedback from cust-
ln \ ‘0 "o ' ond . .

omer rcturns of defects which glipped through the
Inspection roulines, analyzé¢ accuracy of quality reports

with reference to fabrication work )

7. A mechanism is established for holding ingpectors clearly

accoulttable for failure to catch defccts, and an attempt
is made to hold ingpectors financially responsible for

ingpection failure,

8. Who has responsibility and control over quality

colitrol procedures

9. Inspection Department lias authority to stop a produ-

ction run (if excessive rejects are occurring)

10. A quality ccbtrol official or a quality review board

delermines the disposition of salvage parts.

B. Inspection I'rocess and 1’]'0(‘0(1U1‘_CS—“(]ct(}rllli“e whether :

1,

. Effective use i

Inspection Department has adequate facilities ( equip-
ment and layouts)

A time schedule has been ¢stablished for colibration

of inspection equipment.

Ingpectors are furnished with clearcut ingtructions

( fcrmal inspection procedures ).
s made of statistical sampling ( whether

statistical sampling is used depends upott the nature

of the product)
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b. Rejected malerinlg are clearly identified and PToper]y

segregated,

6. Recordy maintained by the inspectors are f;ufficicnuy
detailed to pérmit an evaluation of the extent of woy
performed (tally sheets may be used to record results

of quality — pattern tésts ).

7. Timing of the ingpection process has any delaying

effect on production.

8, The Quality Control Manual adeéquately covers all
asdects of the ingpectun process and all things to be
ingpected ( finished prdducts, parts, raw materials,

packaging materials ).

C. Defects Prevention — the ¢ffectiveness of defect prevention

system is ascértained by détermining :

1. Whether rejection slips are adequately prepared.

2. Whether methods in effect for distributing the copies

of rejection records are adequate.

3. Whether Inspcction resulls are comrmubicated to man-
agemeit for review.,

4. Whether re — work, scrap, and warranty costs are
summarized acccrding to work ceiters (the degree
of summarizatics will depend upon individual circu-

mstances ).

5. Whether prompt aetion is taken cn rejected work to

determine whether it must be reworked or scrapped.
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6. Whethér corrective action meetings are regularly held-
to handle special problems,

{. Whether causes of rejections are recapitulated to serve

as a basis for a corrective action program.}

8., Whether a *“ Zero Defects” program ( if pertinent )

hag been implemented.

III. Evaluation of the Adherence to the Prescribed Quality

S I

—_— .

Control System.

The auditor should attempt to ascertain whether quality
control systems specified (and may be outlined in a quality
control manual ) are adhered to. If a quality centrol manual
is not maintained, the auditcr should request quality control
management to prepare an outliné of the procedurés which they
feel are supposed to be in effect. Quality control systems and

procedures in the manual can be used as standards aganist

which actual operations are compared and variances are

discovered.

Where departures from the prespecified systems are noted,
the auditor should attempt to evaluate thé causes behined these

departures ( are they the result of incompetence of personnel

or the inadequacy of the prescribed systems and procedures ).

The procedural arrangement reqaired to earry ont thig £lap

(appraisal of adherence to the prescrib |
hat arrangement datailed in the

ed quality control system)

very much coincides with t
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preceding step ( appraisal of the functional adequacy of the
quality control system ). For that reason theé two steps may,
operationally, be combined, although the auditor still has to
report results of both steps separately to avoid any misunde-
.rstanding as to the reagons for deficiencies- in the quality

control Départment.

IV. Discussion of Quality Control Audit Findings.

A primary objective of an operational quality control audit
is to provide fcr constructive criticism. A discussion of the
quality céntrol audit findings furnishes the opportunity for an
informal ccnsultaiion between the auditor and the quality control
management, The main line of discussion should center on
necessary improvements dnd corrections té achieve greater effe-
ctiveness. The. auditor gshould make every attempt to ensure
that improvemcnts and corrections agreed upon during the

discussicn period are carried cut.

The procedural arrangement required to carry out this step
{fakes the form '«f helding a mecting with quality contrcl

management to discuss the feasibility and methcds of :
1. Reducing defects
2. Improving quality centrol procedures

3. Adding and reducing procedures where necessary.
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V. Quality Control Audit Report,

—— ——

The audit repert is a communication device designed to
convey facts and information to interested parlies. It expresses
the auditor’s professional judgment on the subject matter of the
sudit. To write a good audit ropert requires mere than a tho-
rough knowledge of accounting and auditing. It colls for consi-
derable skill in marshaling facts and expressing conclusious in
correct, current, comprehensible, and dignified yet persuasive
language(1).

In crder to ensure clarity and correct interpretation, the
sections in! the audit report on audit findings and opinions
should be divided into two parts: the appraisal of functional

adequacy (f the quality contrcl system, and the appraisal of

adherence to specified systems and précedures.

The procedural arrangement necessary to carry out this step

may be presented as follows :

A. Arrangement (f Contcnt — the formal audit report may
effectively be prepared in the following order :
1. Purpose of audit
2. Scope of audit
3. Iimitations of audit

4. Findings of audit®

(1) Jennie M.;Talen (1971, p-. 41—2),
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(a) appraisal of functional adequacy of the quality ccn-
trol system

(b) appraisal (f adherence to the quality control system,

5. Opinion regarding *
(a) functicnal adequacy®of the quality control system

(b) adherence to the quality control system.
6. Conclusions of audit.

7. Recommendations of audit.

B. Forwarding the Report — the following people should be

selit a copy of the audit report :
1. Chairman of the Board of Directors

2. Head (f the Finance and Adminijstration Area

3. Production manager
4. Marketing manager
5. Purchasing manager

6. Other key managers

7. Others ( third parties if required )



v supplementary Loview for Correctiya Action Assurance

————

In operational auditing,; the audit, r's responsibility is not
gischarged until he has determined that the acticns recommen-
ded and agreed upon by management have beenJcarried out.

Specific follow — up activities should pa undertaken

that recommended corredtions have been

to ensure

ingtituted. Quality con-
trol officials should beheld accountable fcr implementation of

recommendations by a specific date. The auditors who perfor-

med thé original quality control audit should conduct a suppl-
'

ementary review of corrective action shortly after the target

date assigned for ccriective action implementation.

The following procedural arrangement may be preseuted to

carry out this step :

1. The quality control audit report includes a date for

correctivé action,
2. A follow — up for corracticn verification is performed

3. Another formal audit repcrt is initiated if follow — ap

reveals any remainng uncorrected situaticns,

Summary and Conclusion

Research in the field of management auditing has now by -

Passed the era of being described as a priori research, If this

is an indication of any thing, it is an indication 'that the fiel

' i ' it ha
of management auditing has gained wide acceptance and 1 8
Proven its usefulness. In this paper

this field to cover auditing the qulity

we have proposed to extend

control systems.
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11 e molivalion for the study rested primarily on pragmatic

Product quality
( the national induslry and bloe-

i fons o]l has been one f the main
consideralions. IV

jssues hindering the growth o
king the internalic nal mwarkets in the face of national products,

Thereforé, a (resh apprecch to «
efforts is in order. Accordingly wé ha
quality control 8
(in the furm of steps to be

Jition from theory 10 practice,

valuate the quality control
ye propesed a model

audit pregram for audiliing yslems., The model

proposed some basic principles
followed ) and, then, as a traf

moved to provide the procedural arrangement nccessary to

translate thése principles in practical terms.

It is belicved that the educational qualificaticns specified in

the Roy and McNeill’s Study as well as some later authoritative

studies previde the necessary \background to enable the auditor

to venture into such & field
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