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Introduction

Socio~-economic Development has long become one of the

primary goals of modern governments of almost all countries, of

~which Egypt and Norway are no exception.

To achieve the goals of development, individual countries
of variant economies, developed and less developed, have innovated
and implemented at least one planning model. Economic planning
models are mostly versions of the input—outbut of leontief. Fur-
_thermore, economic planning models depend to a great extent on
mathematical and statistical concepts that necessitate numerical
data and most importantly accounting information, in order to
reflect the economic structural variables of the country. Economic |
- planne}s_ are therefore greatly concerned about the following two,

interrelated factors which affect stages of planning process and
plan OQutputs ;
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Jnits in a@n effect to set-up a sort of standardized criteria of
Conecting and reporting data and information from micro-economic
jnits of the economy. But these explanatory notes are not enough
to avoid inconsistency, for most economic units select their stan-
gards from a variety of alternative standards for the purpose of
income measurement and asset valuation, the determinants of which
are important information source for sectorial and national accoun-
ting. This is asituation in practice in a country such as Norway.

On the other hand, a Uniform Accounting System is thought of as
an appropriate system for consistency of data and accounting in-

formation. This has been a system adopted in'Egypt since Decem-
ber 1966.

This paper was therefore undertaken -to deal with the
second factor that has a' bearing efféct on economic planning. It
aims to shadow light on the impoftance of uniformity and consis-
tency of accounting information for economic planning, the nature
and types of data and information content for aggregation, and
their format and measurement concepts for reporting. Also,
Practices in two different environments are presented : (1) Norway,

Where there is an absent of a Uniform Accounting System (UAS);
(2) Egypt where there is a UAS.

To fulfill the purpose of the sfudy, the paper consists of
two Parts, the first deals with a theoretical framework .on econo-
g Dlanning, nature and measurement concepts of accounting
Ir":Off‘ﬁéltion, and sources and format of information; and the second

Part ;
'Nroduces the two case studies. The paper ends with con-
Cluding remarks.
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Economic Planning and Accounting Inform
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reporting practices and computation methods, is worthmentioning
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From the economic point of view, the income concept
varies in definition. Irving Fisher (1906, p. 51) considers i
' - income
as a flow of benefits from wealth through a period of ti J.R
ime. J.R.

Hick 1
icks (1946, p. 172), on the other hand considers a
; person‘s



at he can consume during the week and still e>
to be as well at the

income 1S wh

end of the week as he was at the begi

Recently, Martin J. Baily (1962, p. 3) states that income re

to the total money value of the flow. of net incomes. of hou.
Moreover, Wilfred Backerman (1976, p. 287) refers to the m
of estimating national product by adding up all the incomes
ved by the basic factors of production in the form of wages

salaries, and/or profit is cailed the income method.

In the accounting profess.wn and practice, accountant
long been attempting w comply with the Hicksian concept o

income as an applicable measurement. But, since accounting

purposive and evolutionary discipline and isinfluenced by the
vironment within which it operates (May, 1961, p. 3; J. of ¢
tancy, Dec. 1958, p. 63), accounting stamements and financi:
reports are prepared and reported for the interests of diffe

information users and decision-makers, whose information n«

vary from group to another. Accountants have failed in for

ting a clear and acceptable concept of income determinatic
is true for many reasons that pushed Eldon S. Hendriksen il
Accounting Theory (1977, p. 139) to state that the income

ment will see its demise in the near future unless drastic «
are made to improve the story it tells.

Inspite of the fact that there are considerable conc
and practical problems in the measurement of income for
reporting, several theoretical and practical suggestions wer

duced; and can be summarized in technical forms as follow
(Hendriksen, 1977, ch. 5):
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| come Measurement.
|1 capital Maintenance Approach to Inc

ach to Income
Measurement.

Measurement,
5 The Transaction Appro .

3. The Activities Approach to Income
professional accounting practice, however, IS a

Basic characteristics of these

Current

bination of all three approaches.
e, nevertheless. This subjectivity

roaches seem to be subjectiv
ises continuity of inconsistencies in financial reporting, especially

comparativity purposes among different economic units, on one
\d, and over a period of time for one unit or a number of
ts, on the other hand. Needless to say that these inconsisten-

s have a bearing effect on the process of data and information

jregation and analysis for economic planning, modeling, and

jelopmental policies.

| In addition to seriousness of preceding approaches and their
E)ption in accounting reporting relative to consistency, there is
:o a set of different alternative measurement standards and
thods for reporting the determinants of income determination

 measurement as shovyn on the paragraphs that follow




Approaches to Income M .
pp LS easurement:

texts (e.q., Hendriksen, 1977, ch. 5: Most, 1977, ch. 7). Gener

a brief exposition of approaches to income measurement js ma
in this section. '

The noted economist, J.R. Hicks (1946, p. 172) definitic
of income provides the essential elements of measuring individus
income.  This is done by Subtracting -beginning net assets (asset
minus liabilities) from ending net assets and adjusting for any
additional investments during the period. Accountants refer to
this procedure or concept as a Capital Maintenance Approach
(sometimes referred to as the change-in-equity or wealth approa
This approach takes the net assets or capital values based on som
valuation method, such ais, historical cost, discounted cash flows;
Current cost, or fair market value. The USA Internal Revenue
Service uses this approach to identify unreported income and
refers to its approach as a '""net work check" (Karasyk', 1979, pp.
35-40). The main drawback of this approach is that detailed
information concerning the compcsition of the income is not evi-
dent. In other words, necessary numbers of revenue and expense
A7 not presented to the readers and users of the financial state-

ments.

An alternative procedure called Transaction Approach to



atlorrshnp
Income Measurement focuses Of reporting rel t
S ‘ stead of presen NG
activities that occurred during @ given pe”()d B |
i es 1IN
The approach wolves the rgcording of chang
hanges 3f€ consequen

net change.

aluations only
alues

Changes in Vv
aluations or

asset and liability Vv
ansactions-.

in market v
is the mofT

es of both internal and exiernal tr

from changeés
sction approach
s and is said t

h for advantages it holds (Hendriksen,

h iS based oOnN th

c

cluded if they arise
e conven-

This trans

are ex
o be superior to
1977,

expectations alone.

, tional approach used by accountant

Manntenance Approac

) PP- 142-143). The approsc iza-
tion at the time of sale or ex
One problem with i

t for information dlsclosure, e.g-,

e concept of real

change and to the cost convention

t anvolves the determination of

in accounting.

o ——

g s

the proper forma

multiple-step income statement.

———

A third alternative procedure is the Operational or Activi-

ties Approach to income measurement which focuses on 3 descrip

tion of the activities of an enterprise rather than on the reporti
rting

e

| certain activities or events take place rather th
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Generally, accountants in their professional practice have}
different alternatives for ncome measurement for providing datat;f
and accounting information to users and decision-makers. A cof
bination of the three approaches to income measurement s

currently practiced.

Rules and Methods of Revenue Measurement:

Revenue items represent one of two determinants of incc
There is no generally accepted definition of revenue in accountir
literature. There are however two approaches related to revenus
measurement; one focuses on inflow of assets resulting from the
operational activities of an enterprise; and the second focuses or
the production of goods and provision of services and their trans
to consumers or producers. Generally, revenue is considered to
either an inflow of net assets or an outflow of goods and servic:
(Hendriksen, 1977, pp. 176-177). Both.approaches are based on
the flow concepts, which may be deceptive since the subject-
matter of stocks and flows is the same (Most, 1977, p. 270).
Therefore, a more traditional definition of revenue represents gr
Increases -in assets or gross decreases in Iiabiliti.es (or a combina
tion of both) from delivering or producing goods, rendering servic
Or other earning activities of an enterprisé during a’ p-er-i‘od (Kieso
and Weygandt, 1980, p. 27).

As far as revenue components are recorded and reported,
Hendriksen (1977, pp. 179-190) raised certain question regarding
What should be included in revenue; hpw should reven~ue be meas;

r .
ed, and when should revenue be recognized and when is realized

‘; -l
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es and Methods of Expense Measurement:

Rul
Most economic units use the accrual basis of accounting,

versus the cash basis used by small enterprises and practicing

professmﬂals. Generally the allocation of revenue and expenses

to the proper period is difficult and ever present in accounting.

When the accrual system is used, certain tests or standards aid

the accountant in determining the proper method of handling any

We previously presented rules and methods for rever

given item.
In allocating expenses

measurement, recognition and realization.
accounting periods, different rules and methods are considered.

The term expenses refers to the costs incurred in the nor

operations of business to generate revenues. Expenses, like reve

ues, represent flows of resources during a period of time, but ir

the opposite direction. Some expenses, such as cost of goods sc

or materials consumed, can be easily assigned or altocated to psc

ticular revenues, sales revenues. Other expenses, such as admini

rative and general expenses, are not easily assigned to product.

Expenses are usually separated into cost of goods sold ex
pense and other operating expenses. The individual measuremen
and reporting of each items varies greatly. There are two com
methods of accounting for inventory and cost of goods sold: pef
and perpetual. With the former, inventory adjustments are mad
only at year-end when physical counting is made. With the lat
a running account of actual flows of inventory is maintained un
different methods: FIFO, LIFO, Dollar Value LIFO, Specific

ldentification, etc. In addition of CGS, adjustments are made t

Other operating expenses with prepaid and accrued expenses.



[

n
~ 0 differe
hermore cost allocation 19 .ubject t dpcrpa(.mq o
| 2 o [#
qht-1n 3Cre ( e
i ctraight line,
ctivity method, St <0
e A election.
| ... makes 57
lhods, etCes from which an enterprlse
that conomic units have varioyg

yons for

ermined under

yrega

i

!

v

9
' C

Etain input items fo
>

1

nis therefor® ,
hich income is

The implicatio
expense measur
variant account
st becomes N

cesult of W

the
4 methods- Thus the

ament,

le and inconsistent

ted production €O .
ding what is

planning.
nd reasonableé rul
r economic planning.
nformation requif

n arises regar

The main questio
for measuring

e and method
To answer this question

economic
acceptable 3
ements for economic

illustration of data and |

 nning follows.

S s

.

Nature and Sources of Data and information for

National Economic_Planning:

nting (Macro-accounting) is

Regional and National Accou
rmation for econo-

ed the principal source of data and info

’ 3nsider
,2'(: planning. This was emphasized by Beckerman (1976, p. 92) as
Wlows: "accounting is simply a systematic way of classifying the

ultitude of economic activities that take.place in the economy in

. ifferent groups or classes that are regarded as being important

‘ »r understanding how the
economy work " On
. e should analyze
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world accounts (Beckerman, 1976, o. 92). A new system of nation-
al accounts was introduced by the United.Nations in 1968 which
divides @ nation's system into four mMajor accounts (U.N., 1968,
op- 3-4). Most countries accepted and have adopted the United
Nation's new system of national accounts (UNNSNA) for analyzing

their economic structures and interrelationship._

The U.N. New System tor National Accounts is therefore
briefly presented, followed by various sources of data and informa—
tion for economic planning. The National Accounting System of
the U.N. is divided into four major accounts, each of which contains
relevant information, as follows (U.N., 1968, pp. 3-4).

First: Domestic Product Account, which contains:

1. Sales of Consumption Goods, Sales of Capital Goods, and
Sales of Exports, as incoming items.

2. G-oss Income Payments or Value Added, and Purchase of
Imports, as outgoing items. .

Second: Income and Ovutlays Account, which contains:

1. Gross Income Receipts from domestic production less provision
for consumption of fixed capital, and Net Distributed Factor
Income from abroad as incoming items.

2. Purchase of Consumption Goods, Saving, and Net Current
Transfers Abroad, as outgoint items. '

Third: Capital Transaction Account, which contains: -
1. Saving as Incoming item.
2. Purchase of Capital Goods less provisions for consumption of
fixed capital, and Net Lending Abroad, as outgoing items.
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the rest of the world,

ourth: Balance Of payments Account for

containing: |
Transfers, and Net Borrowing
1. Sales of Imports, Net Current

as incoming items.  income
purchase of Exports and Net Dlstrlbuted Facto

WS‘butgomg items.

inati - ' mponents leads
An examination of preceding accounts’ €O p to

1e following observations:
gents first impor-

' sales value in Domestic Product Account repre

ant part in the Income and Outlays Account, Capital Transaction

jccount, and Balance of Payments. Account.

 Gross Income Payments (value added) represents second important

art in Income and Outlays Account.

_ purchases of imports in the same preceding account represents

third important part in balance of Payments Account,

’. Provisions for the consumption of fixed capital (depreciation or
ost allocation) which appears as incoming item in Income and

)utlays Account with minus sign and as outgoing item, with same
ign, 1N Caputal Transaction Account, is considered an outflow data

rom production sectors.

Since producers of domestic product are those, Hindustries,
roducers of government services, producers of non-profit services
o household, and domestic services rendered by one household 10
nother,” (UN., 1968, p. 236), the main sources of data and
nformation for national accounting are those industries and




producers which prepare and report data and information in accor-

dance with a unified system akin to governmental accounting. Thus

the outflow of data and information of this services sector might

pbe considered consistent in compliance with specific rules. methods
~and procedures. Other economic units might follow-up different
accounting practices which reveal inconsistency as shown before.

This inconsistency can be illustrated by introducing some items of

national accounting as follows:

1. Prices of sales of consumption, capital, and export goods include
some items which do not represent revenitee far the economic rmite

such as taxes and/or subsidies. Also, the point of sale recognition
differs from unit to another. There are also special types of good:
which take more than one year to be completed and sold, such as
ships, aeroplanes, and the like, for which percentage-of-completion
method might be used. Accordingly, what is the basic point of

revenue recognition and realization; and to which period this revenu

belongs or reported.

2. Since there are different concepts for reporting expenses, how
can economic units be consistent in measurf'ng and reporting Value
Added; or how can they avoid inconsistency. Moreover, as economi
units are not usually familiar with each ather computation methods
of interest on borrowed capital, for it is a matter of internal

- management accounting, their profit becomes a mixture of interest

and enterpreneur income.

3. Existence of different cost allocation methods and procedures

for depreciation expense estimation, related data and information

seem inconsistent and non-comparable.
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Problems of inconsistencies as a result of absence of uni¢,
.mty In accounting reporting of micro-accounting pushed Centg,
Jureaus of Statistics in many countries 1o introduce SUQQQSUODS‘
such as attaching Explanatory Notes with their Questionnaires fq,
collecting data and information from various economic units, ag in
the case of NORWAY. In other countries, Central Accoundmg
3ureaus and/or other agency impose a Unified Code of concepts
and procedures for relevant items measurement and format fePOrting:
as in the case of Egypt. The validity of either means depends .
i!greatly on the philosophy of the country. For this reason, in the
Esecond part of the paper, an intensive discussion of the measuremet
'concepts and format structure of data and information for economie
development in the experiences of two different environments js

made. The Experience of Norway is presented first as a case

adopts Explanatory Notes technique and there is an absent of a
Uniform Accounting System which is adopted

in Egypt, the experi-
* % . .
ence of which is then presented.

his post-doctorate study in Norway and was 8xposed to thej, system of in-

formation measurement ang reporting for economic planning,



PART TWO

Information Measurement and Reporting in the

Experiences of Norway and Egypt

1. The Norwegian Experiment since 1960s:

A Case of Absence of a "UAS"

Norway is a small country whose economic system is ba:

lly market oriented but with a heavy amount of state intervent

and control that makes more than 50 percent of the shares of

larger corporations. The state's influence on the financial sec

is very heavy and the total lending by financial institutions is
strictly regulated. :

Up to 1960, the Norweq_an econormc plannmg was_,baie_d,

government budgetmg for allocatlon and control of resources

Beyond this date, econometric planning techn_nques have been de

loped and adopted in the country, especially after a series of ¢

aggregated models called MODIS: Model of Disaggregated type
(Bjerve, 1976).

Development and Use of MODIS:

The first of the series of MODIS was MODIS | (1961-19¢
used in the preparation of five national budgets. In 1h965, a ne
MODIS 1l was completed and used; followed by MODIS I two
years later for use in the period between 1967 and 1973. The

Presently used model is MODIS |V which has been in use till n¢

The econometric models of MODIS necessitate input data
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T DIS are classifi
rmation. Input data for the Norwegian e e

-14):
n the following roups (Sevaldson, 1971, PP- 10 )

mndepvmienuy developed estimates of structural coefvficients.
Uyata for the computation of structural coefficients.
-Occounting data for the variables in the base year.
th>rognoces for non-policy exogenous variables.

;%Lwograms for policy-variables.
an

as An examination of data and information needed for MODIS

.-

gr:als their nature and types as follows:

€ 1. the independent coefficients for marginal propensity to

‘sume out of firstly disposable wage and salary incomes and

‘e : . .
ondly of entrepreneural incomes, were estimated on the basis

. National Accounting data in constant prices.
-ac

U 2. elasticities in regard to total consumption for commodity

L oups were estimated on the basis of National Accounts figures
earlier ten period (1952-1961).

3. the majority of structural coefficients of the »model were

imated directly on the basis of National Accounts d:ata for the

e year that moved from period to antoher.

4. required accounting data for endogenous and exogenous

, *iables in the base year were taken directly from National

coutns.

,’ However, detailed specification of indirect taxes and

)sidies in the base year were taken from Statistics of public
;\ance. ‘

5. stocks of each type of fixed capital in each.sector at the

d of the base year were taken from Capital Accodtns' and used

N




together with exogenous investment figures and sectors distributic
" coefficients for each type of fixed assets to obtain each type of

fixed assets in each sector. These data used again as a base foi

the depreciation estimates.

Obviously input data and information for economic planning
in Norway depend mostly on National Accounts, whose preparatic
~and components are based on the informatio'n outflows from the
micro-accounting at the economic units level, whose outflow of
data and information are also embodied in the national accounts

prepared by the Central Bureau of Statistics of Norway.

| One should therefore need to investigate into the micro-

accounting standards and repolrting at thg economic u_nits _Ieve_ls t
find out any consistenciés, and fh,en _t_hga__statis.tical environment f
compiling and aggregating data kand. information needed for econc

mic planning models.

The Norwegian Micro-accounting Environment :

Before and during WWII, Norwegian accounting system was
influenced by the German accounting culture. After WW Il the
influence became mainly American, as a result of most academic
tans spent their sabbatical leaves in the U.S.A. and an increasing

number of faculty members attained their doctorates from univer

sities in the U.S.A. (Riise, 1982, p. 105).

Nevertheless, formulation and issuance of accounting stand:
and financial reporting in Norway are basically legalistic matters.
For the important laws determining the financial information

rE‘quireme'nts are:

%
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the Companies Act, and .

the Accounting Act.

Th two taws‘ 'are however affected by the rec:ommendm
ese

two institutions:
l -

‘Thhe &o'rwegian Institute of Chartered Accountants which issue
) [

y recommendations that greatly influence the reporting practice

| The Norwegian Standard Association (NSF), a member of tpg

* International Organization for Standardization, made recommey
G

~

tions regarding the structure of the accounting system, refer

to as the "accounting plan," to facilitate the recording proces
(

f and retrieval of information for financial reporting.
'U
A

; Atthough the re'cﬂom‘m'éh‘da;’t‘ians of these two institutions ar
1>t compulsory, but to a great extent obeyed and regarded semi-
Jficial (Riise, 1982, p. 105).

In 1947, the first standard chart of accounts and correspof

ing accounting plan, as well as g standard'a

: ccounting terminolod
'ere issued.

The chart .of accounts, partly based on Schmalenbd
accounts and the Swedish M-Chart

. ]
ost accounts (see Mueller,

fhart of i
included financial &

1967, ch. 4. Riise, 1982, p. 106).

Y
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was very simple with only four classes specified. Inspite of the
chart's simplicity, it was structured to facilitate easy retrieval fo,

financial reporting and official statistics.

In 1976, the Norwegian Standards Association established a
committee to propose a new standard chart of accounts and accou
ting plan, as well as revising the standard accounting terminology

of 1947 used for accounting educational purposes.

In 1977, a new Companies Act took effect, as did a new
Accounting Act in 1978. The latter law covered all companies not
specified by the former law, but no difference between both acts
conc‘erning information requirements, t_:ut partly different in scope.
In 1979, a common standard covering the format of the financial
statements and the reports for the Central Bureau of Statistics
and the tax authorities all embodied in the accounting plan were
announced as standards in September 1977. The proposed termino-

logy became standard in February 1979 (Riise, 1982, p. 108).

Annual Reporting Requirements in Norway :

The 1977 and 1978 legislative Acts, some so'rt of standardi-
zation of the accounting reports has be‘en in effect. A Balance
Sheet and An Income Statement are requested embodying at least
the minimum specifications stipulated by law and to be published

with the corresponding figures of preceding year.

For the Balance Sheet, its major structure js as follows:
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J ‘ ital:
ets: Liabilities and WEL__—
-rent Assets Short-term debt
ced Assets Long-term Debt

ecial ltems Investment funds and other funds subject

to special tax rules

Equity Capital.

Among specific disclosure requirements are specification of

hares in other companies; amount of loans granted to shareholders,

jirectors, and employees; and outstanding accounts with companies

sf the same Qroup. More specific items required in the balance

are shown in detail elsewhere (e.g., Riise, 1982, Appendix 1).

For the income Statement, the new standard specifies five
different income figures, in order to avoid confusion by statement

users, as follows:

1. operating income before depreciation,

2. operating income,

3. income including the offect of financial items (before extra-
ordinary),

4. income including extraordinary items, and

5. the year's profit (or loss).

in addition, detailed disciosures of various items are requir
such as gross revenue, government taxes and 'fees", received subsidi€
total amount of raw material and labor as separate item Other-f
details shown in Riise (1982, Appendix 2); who writes th:;: - totatj

dard, plus fifteen subtotals or i ,
P income figures (Riise, 1382, p- 110
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The legisiative act also require additional information mef
1 ,

F

companies with total assets exceeding 10 million Norweg f
from

|

e, or with more than 200 employees, or wh
The other required information i

ose share are
kron
quoted oOn the Stock Exchange.

are:

. . " . 3 enr
A: disclose the amount and change in "hidden" reserves in inven|

ries.
give the gross amount of investment in ships, machinery, equ:

|

ment, and property for each of the last five years. ;

C: prepare a funds statement and an interim report at least eveJ

half year. r

Norwegian Standards for Income Determination and

Asset ‘Valuation: .

The preceding standards primarily prescribe what items ar¢
to be reported and the format of the statements. On the other[
hand, the valuation and some other rules are explicity expressed |

!

by the mentioned laws.

For valuation of current and fixed assets, the law gives the follo:
wing rules: (1) current assets shall not be valued higher than
actual value and not higher than acquisition cost. Actual value i
sales value less sales expenses. (2) fixed assets shall‘not be
valued higher than at acquisition cost. Thus, there is no lower
limit of valuation, which implies that accumulation of "hidden

reserves" in inventories and fixed assets is acceptable.

The tax laws, on the other hand, sets limits for depreciatic

oligi : :
Policies and inventory valuation. The Companies Act asks for



nformation on inventories and extraord

to
o the tax rules. Accordingly, assets 3r€

elevant to terminological confusion,

b

'ce of financial reports, informa

of tax rules on preparin
s to some extent alleviate

lecided on some general criteria as follows (Riise,

. The disclosure should

. Fairly disaggregated data with subt

n according

sccording to tax rules.

he Norwegian accounting

of im‘ormat,ion,
een compaires, effect
dal, 1976, pP- 6-7)

Committee

Anyhow, Kinserdal criticism of t
lack

uncleara-

tion gap betw

g financial reports (Kinser

d when the 1976 Standards
1982, p. 108):

enable easy comparison between companies.
otals and totals would enable
the users of financial statements to extract the data are deemed

necessary.
Operational and financial data, as well as ordinary and extra-

ordinary items, were segregated. '

. Tax-conditional "manipulations" should be separately disclosed

- At least two years' consecutive data should be included. in the

same report.

lhe Statistical Environment and Reporting:

nformation required by"the Central Bureay
iders these data and information strictly confid

1 ' e i

he Bureau nas the authority to collect ang nti

. Nng g3

2nt data for the purpose of economic pja
nnj

Economic units in Norway are requested by 1
LB aw t

of Statig

tics who con-

al. ThErefOre’

Qgreg
ng.



convenient. One might hence review the CBS concept and procedur.
or his communication with all economic units, public and/or priva
and the explanatory notes sent to various economic units in the

country.

The CBS of Norway arranged certain forms formulated witl
framework of the International Standard mdustrlal Classification ¢
all economic units (U.N., 1968, pp. 84-85), the system of classifi

cation contains five levels allotted the following denominations:

Major Divisions 1-digit code
Divisions 2—digif code
Maior Groups 3-digit code
Groups 4-digit code
Subgrogps S-digit code

Forms are divided into several sections which differ in con-
tents one from another. However, the first 9 sections of these
forms are standardized for all divisions. The 9 sections are con-

cerned with the following data and information :

The first section is devoted to make a sufvey about averag
number of employment, employees other than production workers,
production workers on the payroll of the last pay day of certain

months, part time employees, and manhours worked during the
year.

Ne second section is devoted to exhibit total wages and
Salaries payabie to the above employees, including value of free

boards, holiday allowances and wages paid during sick leave, etc.



o
O

: which include:
The third section deals with social expenses, de:

. legally required expenditures
:(: Voluntary expenditures and expenditures according to collective

1

bargaining.

"' Total.social expenses.

The fourth sectuon mcludes detalled data on consumption of

o " of purchases from other units in the

oods and services, "inputs

{
l'.!"conomy or imported directly from

IS

abroad by the unit itself.

'l The fifth section contains detailed data on the outputs of

:;oods and services exclusive of VAT 'value added taxes."

The sixth sectidn is devoted to the following:

11: inventories of raw materials, fuel, containers and packing mater-
iais, and inputs of own-account construction works. All these
| items are valued at purchase prices. ‘

yyb: inventories of finished products valued at sales"priceé‘;.

_"i The seventh section is for all types of indirect taxes to
b government.

A

1 The eighth section is devoted to subéidies from the' state

to the economic unit.

el e

The ninth section includes capital i ;

| expenditure on all types’

l:.of fixed assets.

t
Fhe remaining sections exhibit in details certain tems accor”
ite

[
ding to the nature of every division,

T R T
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As far as the accompanying Explanatory Notes are concerned,
;they explain in details how the economic units will prepare data

| equired for each form. They also include some expressions which

ceem to be loosable or phrases of subjective bases of measurement,

nplease give the best estimate.."
nbxpécted sales value.."

~wjudgment may be used for ..."

These expressions reflect subjectivity that leads to possible

inaccuracy of data, and might, therefore, cause inconsistency for

comparative and aggregation purposes.

L

Il. The Egyptian Experiment since 1960s :

A Case of Existence of a "UAS®™

Prior to the issuance of the Egyptian Standardized or Uniform
~Accounting System (EUSA), the accounting profession and practice
in the country witnessed a series of laws and decrees that affec-
ted directly or indirectly financial accoun{ing of various econorpic

units. The important regulations are as follows (CAOQ, 1967, p. 2):

1. the High Decree promulgating the Commerce Act on Nov. 13,
1883.

ro

the Taxation Act No. 14 for 1939.

3. Act No. 388 for 1953 "Commercial Books", amended by Act No.
58 for 1954,

- Act No. 26 for 1954 "Certain Rules for Joint Stock Companies

and Limited Liability Companies."



“l( ||r]t (l s t ( t ‘Z f ! l‘ l ’l ' ’4 4 | 7

or1es of [)l':';,‘ldunilnl laws ang/ geciess

v ( f,(;u(aff/',', ”'rJUfj‘l'
ad 119 for 1961, that E,qy;inanized most of th 'ry
an : vo 1,

. e well as cotton trade
‘ ‘ - If:'fz Ao wWe
' syrance companies,
whole banking and insu

and construction, transportation and trading sec‘.tor’,. A |'ater dec..
cee, Law No. 132 of 1961, was issued to establish supervisory
authorities (General Organizations) over nationalized activities. In
mid-1970s, General Organizations were replaced by specialized

" Higher Councils. One can refer to economic texts on Egypt for

detailed account.

It was not also until 1957 that economic planning on a broa

scale in the country was introduced. A ten-year plan was drawn-

up and to be executed in two five-year phases commenced July 1,

1960. Every five-year plan was subdivided into annual plans. Since

then, central national planning in the country, with annual budge-
ting, has been in practice.

As a result, the country's private enterprise system with
foreign influence in many fields was transformed into a socialist
]

planned, and cooperative system between mid-1950s to fate 1960s.
By early 1970s, and Open-Door economic System is off

designated in the country. icially

How
socio-economic activiti ever, a large portion of the count
- Ivities is owned

' and operated

public sector enterprises..

adopted as presented in the following secti
ons,
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Objectives of the EUAS:

The introduction of economic planning in Egypt required p
formulation, implementation and follow-up. These stages necessi
tated availability of data and reliable accounting inforrnation on
the micro-sectorial, and macro-levels of the economy. The Egyp
government had therefore realized, since 1961 nationalization dec
ees, that to obtain the required information for purposes of plan
ing, control and evaluation, as well as for consistency reasons an

aggregation, a uniform accounting system of accounts, rules and

procedures should be "'adopted.

In December 1966, the Egyptian Central Accounting Admin
tration (CAA) issued a Uniform System of Accounts to be used b
all economic units of public ownership or public supervision comm
encing with the fiscal year July 1, 1967 - June 30, 1968, with the
exception of banks and insurance companies due to the difference;
in the nature of their activities and objectives (for detailed accou!
CAA. The Uniform Accounting System, 1966, in Arabic; and CAQ
A Note on The Standardized Accounting System in the UAR, Oc.
1967, in English). Since then many accounting t-extbooks describes
the system and many doctoral and master theses were undertaken
on this subject-matter (e.g., Marie , Michigan State University,
1969; Sharkas, University of Missouri-Columbia, 1972).

Egypt's Uniform Accounting System is organized_ in three

volumes. The first volume contains principal features of the !
System and is divided into two- parts: the first deals with the |
objectives of the system, methodology used in its preparation, and |

: s !
the areas of economic activities subject to its applicability. The |



- with uniform char
.nd 0 wtos n four Chapt‘”:“‘ tha TH:;t dt"d‘b wil \hdft
ona P " . e
pals with principles, rulesg
bl

\ccounts to be followed, the second d
| \ , applied; the third
ycedules, terminology, and definitions to be aPpk '

scribes the number, type and
g tables; and the fourth cha

format of financial statements ang

pter describes physical,

yporin
the rules to be followed

oancial and cash budgeting reports, and

their preparation and the formats to be used.

The second volume contains five appendices. The first conta-

5 .
s depreciation rates. The second provides t
L

les to be followed in exercising financial control.
s and definitions of periodic and anal
uction capacities, quantity and quality

y input requirements, various

he principles and
The third

"sals with propertie ytical

' formation concerning prod
* output, employment, commodit

" nhancial ratios and efficiency indices, and other information re-
uired to be provided by the economic unit to higher administrative
| nd economic organs. The fourth prescribes and describes the
pecial purpose records to be kept by economic units. The fifth
ppendix contains documents concerning the preparation, authoriza-

ion, and issuance of the EUAS.

The third voJume describes three standardized methods for

-lassifying economic activities along with appropriate numbering
systems: Dy type of industry, by kind of commodity, and by nature
]

of occupation.

The objectives of the EUAS as stated in the syst (CAA
em :

1966, Vol. I, PP 8-11) can be summarized as follows -

i he basic and nec ; .
1. to provide essary informatj



tools and methods for planning, execution of plans, coordinatic
and control at all levels Specified by the system as. the enter
orise level, the General Organization level, and the level of
other organizations, such as Ministry of Planning, Ministry of
Finance, Ministry of Economics, Banking system, Central Accc
ting Administration, and Central Statistical and Public Mobiliz

tion Administration.

> To provide a link between the accounts of the individual econ
units and the social (national income) accounts. This coording
facilitates the preparation of "gross national income accounts
and other statistical data used in planning the economy and |

controling its direction.

3 To facilitate the tabulation and storage of accounting inform.
This enables the economié units to supply the information ne

by the planning and other. authorities in a uniform format an

terms of uniform treatment.

It is obvious that the prime source of accounting data ‘an
information is the enterprise level. This informration, together
the objectives of the EUAS, fit to aid in the efficient making ¢
allocative and operative decisions dealing” Witﬁ' etonom“&' FESOu
at various levels of the economy, effective administration and ¢

trol of the national economic activities.

The EUAS Chart of Accounts:

*

A uniform chart of accounts is a classification device wh
is a nrerequisite for ‘any uniformity plan {Sharkas, 1972, p. 87).

- Tnree types of code or index used in classification are practice



pha aumerical And a unitorm

and al
lied on the 5€¢ torial level 4
Ral®)

Aiphahetu‘.ally‘ numerical
kd assification of accounts can be app

levol as 1h the case of Gg,.

n case of sweden or on the national

( -
many, France and t.gypt (Srm;kas, 1972, pp- 87-88).
art of Accounts, it 15 divided intg

\ For Egypt's Uniform Ch
in classes of accounts which emphasize both functional apg

. four ma
These four classes are: assets
H

,watural classification of expenses.

s equnties uses of resources, and SOUrces.

e the balance sheet; and the second two
The System (1966, pp. 24-25)

ome detail.

The first two classes

e constitut classes constityte
?,.tne operating and result account.
illustrated the contents of each class in s

,« The EUAS is considered a comprehensive uniformity plan.

That is, the system if not merely a uniform chart of accounts to

-‘-'identify an account class or subclasses, ie., a mere classification
tdevice, nor it is a uniform plan of accounting which stipulates, in
f- laddition to a uniform chart of accounts, rules and procedures for
>..classification, summarization and reporting of accounting trans-

J iactions, but allows flexibility in treati‘ng few transaction. It is

r comprehensive in the sense that it means a uniform plan of
_:a‘ccoutns, adoptllon of uniform rules and procedurés f'or summariza-
tion and reporting, and imposition of stipuiéted'standards of unifo!

.‘accountin rules, methods, proc
| ‘ g A » Procedures and concepts of income

. determination and asset valuation, with
5 R, no flexibiljty (Sharkas. 197
t pp. 91—92). y (Sharkas, 13

i1 ingl the E '
Accordingly, UAS requires every economic unit to pre

pare at a predeterm'ined date six end-of-th -
“the-period financi
al

. statements 23S foliows (CAO, 1967, p. 20):



1. a balance shecet;

_a Statement of Sources & Uses of Funds;
_ Current Operations Account;

2
3
4. Production & Trading Account;
5. Profit & Loss Account; and,

6

_ Cash Statement.

Besides their traditional purposes, the preceding statement
and accounts are necessary for purpose of planning and control.
They must be prepared in accordance with-the pre-determined

dates and the principles, concepts, terms, definitions and deprec

tion rates specified in the EUAS. A full description of each

statement or account contents is fully described and attached t
the System volumes and well analyzed and examined in many

accounting textbooks, research papers and theses. For the reas
of space, one can refer to a reference on this subject

for a
detailed account. The focus hereafter will be ~~ hrievina mai

topics.

Egypt's Uniformity of Accounting Standards:

After the system standardized the aﬁcounts, the EUAS ¢
ceeded to the standardization of accounting principles, rules;
methods, terms, and definitions, which are the backbone of ar
uniform and essential requirement for consistency of data and

information for aggregation.

Standard valuation principles nave been pointed out in f
of land, maintenance expenses, movements of inventory of cor

inputs, finished production, unfinished nroduction and work in



and debtors balances. Certain standards are also. Indicated jp the
;vstem in regard to depreciation bases for valuat'son of depreciab“
agsets, application of depreciation rates, accounting for the diffg.
rence between book value and replacement cost, treatment of

written-off capital assets which are idle during the whole accoyn.

ting period, depreciation of tools, and so on.

The historical cost principle is required for valuation. I f the

historical cost is expired by depreciation and the asset remaing in

use, its value becomes zero on balance sheet. The system distin.
guished between assets ready for operation and those under

construction. Land, regardless of its purpose, organization Costs,

expenses incurred prior to operations, research costs, and costs of
]

technical documents are all treated as fixed assets.
|

The usual three-way classification of inventories into mater-

fais and supplies, work in process, and finished produet is made in

the system and one method of valuation js reco

mmended for each
Iclass.

Commidity materials consumed during th
remaining at i

| quisition valye after last
addition :

{Value of inventory balance + value of additio

inventory balance » quantity of addition )

Unfinished goods or wip s valued at

A Mixed Mmethod of
rosting. They are valued by fy Production €Osts (absorption
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,costmg) of the production stage immediate to their current stage
of production plus direct materials and direct labor of the currer

stage (some sort of direct costing).

|

The rule furnished by the system for finished goods valuat
s full production which includes cost of production centers and |
cost of production service centers. But it cost so computed was

found to be higher than selling price, a provision for the differe

should be made.

Under the equity section, a'new capital account is institu
to represent the capital contritutions repayable to government.-
long-term debt is comprised of two accounts: one for long- term
foreign debt and the oéher for Ioné-term national debt. Qath 20

ounts replaced the bond accounts.

The only deprematuon method allowed under the ‘EUAS is
straightline method used by all economic units regardiess of th
nature. The only discrimination between various types “of assets
is in the straight line rates of deprec:atlon that shoufd be aonl
after being gwen That |s w:thm each group of fixed assets .
different rates can be apphed for the same asset in different

industries.

“F

-

The main purpdse' 5f the detaited classification of balang
sheet |s to facuhtate 'the process of 'aggregation needed for so(

accountmg categorles and oihe'-r -aggregationf PUrposes.
]

The current Operations Statement is mtendea to serve &

link between micro-accounting: ~and social ac"ountmg and is sin
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in social accounting. The only

. ct statement ‘
to the income and pio rmediate prOdUCtS, ie.,

' inte
difference is that the latter excludes N

includes only amounts of value added.

the results
The production and trading account represents

(at is n the rules of
of production and trading activities. It is based O

ifi according to
conventional accounting. Expenses aré classified

ifi ion of ex-
lthenr nature and cost centers. The natural classificatio

penses IS subclassified into four classes: wages, comm Y put ;
L

ost center
service inputs, and current transfer expenses. The ¢
(

‘classification of expense is subclassified into three classes: produc-

tion cost centers, production service center, and marketing cost

center.

The profit and loss includes the other expenses and revenues
not included in the production and trading account; and is divided
into two sections: the first to determine the current surplus [or
deficit] and the second to show the distribution of the current
surplus, i any, between the appropriated provisions and other item
of distributed earnings. Expenses are classified as administrative
and financing services, and current transfer appropriations. Revenus
included are classified as transfer revenues, miscellaneous revenues
and revenues from investment in government securities. The match
ing process results in a surplus [or def;c:t] which is reduced by
income taxes in case of surplus, to determme surplus ava:lable fo

Jistribution.

dther Financial and Data Reporting:

Egypt's economic units are not limited tq répor: only the
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preceding financial statements. The EUAS requires also the pre-

paration and reporting as well another set of stangarg reports in’

a specific form designated to serve both planning and control
mechanisms. These forms are briefly:

1: capacity and production forms;
: operating forms;

employment and wages forms;

s W N

financial forms.

In total, the number of reports required to be prepared an

communicated by economic units inclusive financial statements is
26 (Marie, 1969, p. 241).

Macro-Accounting in Egypt:

-
-

The term Mmacro-accounting is also referred to as social
accounting, socio-economic accounting, national accounting, econo

mic accounting, etc. It has long become, together with national

income statistics, a government task, usually undertaken by

economists, which depends to a great extent on micro-accounting
reporting.

Descriptive economic indicators needed for economic plannii
modeling, and control are associated with macro-accounting fr::xmé1
work. These terms are gross national product, net national produc
net national income at factor cost, personal income, and dispos-ab!

income.

}
The first attempt to formulate a comprehensive set of nati

nal income accounts in Egypt took place in 1955 by‘the Tachnica

5
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lanning Administration, Ths attempt rost
‘ tho yeal 1953, 3ince thep,

atistics starting by
) gystem
1-218, Sharkas, 1972, E.EL

i "

acral accounting st
MWL . war
pocame a part of the

he construction of social accoun

ctivities of TPA (Marie, 1969, PR-

There 1s significant typind Link hotwmm social Iauoummg i
the pmpom ut gconomic planning

‘qypt and microaccounting for
lmd control.
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v The tramework, of .the, Egyptian spcigl aceapnting s, Built on

ification system for groupin
1969, pp. 279-292; Sharkas, 1972, pp. 123.

| §

a three-way class
L

g the country's, ecano.

mic transactions (Marie,

J

w|l?7)2 lqup 3 fE pOHNL0DOA-6105M
l . ‘ e .
‘1. The.Fungtional, Basis, af; ‘C-la.SSl‘f‘l!Cgthn.‘_\ snemon Sl Bi)

re [grouped aqq:qrdlng‘to sectar of Qrigin, as f0“ows-

and government .

1 oy

1y «transaations A
ca: Business: Sector; publigy-private,
‘l\ b: Housaheld $86LOL lxuey Mest Inamaievop B 2ocellBie 900

g nC!nG*g.nerm\G.GVQan'!ﬂnt.\.Seg&qu{\ & 01 abnegeb daidw ,izumong

d: rest of the World Account (foreign sector). anisioae
. [ “\;!
2. Natu al Classification.
i YHTIQGIQ DL 101 \J‘rh a98n ‘1(\15“3!,‘“; S3iMONOID avitany 18
1 transactlons are grouped according to their nature’ as “follows:
226-0128M r*'ln b‘irblj( R ioinos LDng |...“ YO
a: commodﬂy transactqom, nnvolvmg commodltqes and services
LDOIO iL). 1,\-\'\ S SRE: 2N ...n:"[ N
produced ‘
‘ moont I8N0z st

b: income and transfer transactaons deallng with' payments to

i

factors of production, taxes, subsidies, and other transfers.

f
“c: Jending, 3nd 1BQATAWING LraNSActions. . oo
" Eeonomic Attivitiesibases 6f Crassification. cinuc L o

1. transactions dealing with productive activities, recorded in th

production account.
&S
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h- transactions dealing with consumption activities, recorded in.
the appropriation account.
c: transactions dealing with investment activities, recorded in

the capital account.

The first classification defines the social accounting entities;
e second and third classifications determine the number of
ccounts and the amount of detail involved. These nationai cccour
re:
. revenue and expenditure account, for the economy, business
sector, household sector, and government sector.

', production account, for business sector.

}. appropriation account, for business, househuld, and government
sectors.

4. capital account, for business, household, and government sector

U

. export and impoft account for the rest of the world account.

6. domestic production at market prices and domestic income ati
factor cost, for the economy.

‘
i
Egypt's Corporation Laws: :

£

In Egypt, there exist an increasing number of stockholding!
corporations of public and private ownership. Since Law No. 26
1954 regulated corporations in the Egyptian economy, Law No. 3!
of 1966 was issued to expound organizational bases for. the public

sector enterprises which are not subject of Law No. 26 of 1954.;

As a result of the country's new open door economic polic"
and the encouragement of foreign investments, Law No. 32 of 19§

was superseded and replaced by Law No. 60 of 1971 which was }

also amended by Law No. 5 of 1974. Furthermore, Law No. 26 [
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1954 was superseded and replaced by Law No. 159 of 1981
and Lhmited corporations.by invistigate
ertain extent the

weh regulates stockholding

e last law, we can say that it tollow to a C

eps_ot the EUAS Farmat and

\ ~u

standards.



CONCLUDING REMARKS

The doctrine of consistency has been g2 basic tenet in
accounting for many years. It has been used in textbooks and
elsewhere to refer to the use of the same accounting rules and
procedures by an accounting entity from period to period. It is
useful for comparing performance of one year with preceding ol
and useful for prediction purposes. But comparison between ec
mic units becomes difficult, for availability of a number of alte
native practices before them with respect to inventory pricing,
depreciation policies, and expensing versus capitalizing. Switchi

from one alternative to another causes inconsistencies.

For economic planning, inconsistency becomes a bottlenec
Existence of variant accounting practices affect in an adverse
manner the aggregation process of data and infbrmation derived
from economic units for estimation of model's parameters. Uni.
formity among firms in their financial reporting and statistical
data is frequently thought to represent a desirable goal for nat
economic planning. That is, the goal of uniformity frequently
implies the presentation of dafa and accounting:. information by
economic units using  the same accounting procedures, measuren
concepts, classifications and methods of disélosure, as well as ¢
similar basic format in the reporting for'mats The objective is
‘proper aggregation. and, economic planning, as well as accuracy

" ‘prediction of model constants and coefflcsents. iy

This paper was therefore undertaken to exhibit the natur

~and type of data and information required for economic plannir
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sractices 18 st
~ecounting prda Now
luation. Furtharmore, o variety of ace r,

: ) The papef then intr
flecting inconsistencies and unumfmmlty- 5}

e iform accounting
wced two case studies, one has no strict unifo 0

, . 3 cferent options
ystem (Norway) where economic UNits have diffe [ of |

A stri uniform acce
aluation methods; and the seconds adopts 8 strict ) accoun.
: ' p y subjec
ing system (Eqypt) where economic units have been subject to

stipulated accounting rules and procedures.

Three patterns of uniformity were presented (Mueller, 1967
ch. 4): (1).a uniform chart of accounts; (2) a unifor,m plan of

accounting; and £3); A comprehensive uniformity In accounting.

In Norway, the first two patterns are adopted; and Explanatory
Notes are given 1O economic units by the Central Bureau of Statis-
Lo O L Eg);pt, a comprehensive' system 'of ‘uniformity has been
adopted since 1967. But economic units in Norway are subject fo
legislative Iaws‘, Companies Law and Accounting Law, in their
annual. reporting requ}rements.' But firms might possible deviate
from the standards if this is done according’ to figood accounting
practice," as recommended by the Institute of Chartéred Accoun-
tants in Norway. ThereforeA, economic units follow up the standar-
dized chart of accounts and the accounting plan stipulated by 12,
put they.are not in consistence with accounting rules and methods
in Egypt, on the other 'nand,.'its UAS serves and satisfies dinformé
tion requirements of various administrative 'levels-of the economy,
even though criticized fof b2ing “inadequate. ' It ‘should be recomm
ended however that further studies in respect of consistencCy and

aniformitycin micro-accounting are needed.-

=
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