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Chapter I Introduction
1.1 Research Background

Since the first accounting software was introduced to the market in 1978, accounting
software has evolved very rapidly and accounting software available to businesses has
changed substantially. Along with China economic reform and opening-up, Chinese
economy has made remarkable progress, accounting software applications have become
an integral part of most business operations as it can strengthen the business
management and relieve the accountant from tedious accounting information processing.
Yet as previous studies the degree of adoption of accounting software applications
varies depending on the scale of operation and industry. For instance, the rate of
adoption by medium-sized and small business is lower than 30%, while in case of large
businesses it is more than 90%. The rate of adoption is considerably low in agro based
businesses compared to businesses in other sectors (Wang and Peng, 2004). Therefore,
compared to other enterprises, agriculture has been slow to adopt accounting software

applications.

In order to strengthen the management of agriculture and enhance the
competitiveness and market participation of agriculture, it is important to give due
recognition to management of farm accounting information. Thus, in recent years, the
Chinese government has undertaken many reforms in accounting rules. Especially, in
the year 2000, the Chinese government published a New Enterprise Accounting Rule,

on April 2004, the Ministry of Finance issued a New Accounting Calculation Mean for
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Agricultural Enterprise, the Ministry of Finance in 2006 issued the Enterprise
Accounting Standards and Application Guide for Enterprise Accounting Standards,
which provided a reference for both agricultural enterprise and other industries to keep
accounts and perform the business analysis. Moreover, the Chinese government has
promulgated rules for popularizing accounting software adaption. Despite the progress
made in popularizing accounting software and accounting software applied to many
industries the adoption rate is still lower compared to the developed country. It is
possible that there are many factors influencing the adoption rate of accounting software,
thus, at first it is necessary to grasp the profiles of accounting software available in the

Chinese market.

At present, there are many accounting software available on the market, but most of
the software are still financial and management accounting software integrated with the
Enterprise Resource Planning (ERP) and Customer relationship management (CRM),
and anyone of them is not specially designed applicable for agricultural enterprise. In
addition, the software are expensive, complex operation, demand for expensive
computer configuration, some after-sales service is not free. On the other hand, there is
no special software for business analysis available on the market, most software is not
embedded with the business analysis while some financial accounting software contains
simple business analyses, for instance, the k/3 series products provided by Kingdee a
leading provider of enterprise management software in China is limited to break even

analysis, activity ratio analysis and liquidity ratio analysis.

On the other hand, it is necessary to grasp the current situation of accounting software



applied to agro based enterprises, and then investigate and analyze the factors
influencing accounting software adaption. Most studies have paid attention on the
adoption of information system/technology, computer, and Internet by farmers, and the
analysis was carried out in terms of farm and farmer's characteristics, yet only a few
studies related to accounting software adoption by agro based enterprises are available.
Jean and Patti (2001) studied the key characteristics of the farm operators and farm
businesses that influence computer use. The results revealed some determinants of
computer technology adoption such as farm scale, age and gender of operator, farming
status and the type of products. Various other studies too suggest that socioeconomic
characteristics of farm operators have impacts on the demand for information. The
characteristics include farm size, type of farm, age and education of farm operators, and
the kind of products grown by the farm operators (Mavin et al 1990; Putler and David
1988). Medium-sized and small agricultural businesses having gross annual sales lower
than 20 million Yuan, state-owned farms having large acreage and newly structured
agricultural cooperatives are integral parts of the Chinese agrarian economy. These
medium-sized and small businesses differ from large corporations in terms of
organization structures, financial sources, and organizational culture, thus, the
challenges and constraints of adopting accounting software faced by these businesses
differ from larger business organizations (Yang and Fu 2008). Gu (2010) studied the
high cost of software and incompatibility of software features with business
requirements led to low rate of adoption by medium-sized and small enterprises of

Fujian in China. Moreover, few previous studies have used statistical modeling to



analyze the factors influencing adaptation in China. Therefore, it is absolutely necessary
to investigate the factors influencing accounting software adoption in terms of the key

characteristics of the businesses' manager, accountant and accounting software.

1.2 Objectives of the Study

The main objective of this study is to develop an accounting system according to
characteristics of agricultural enterprises accounting to strengthen the enterprise
management, which includes financial accounting software and business analysis
software, and demonstrate the application effect of accounting system in medium-sized
and small scale privately owned enterprises. In order to develop the financial accounting
software and business analysis software more applied to agro based enterprise, it is
necessary to understand the characteristics of business, accountant and accounting
software influencing the application of accounting software. This study is to identify the
characteristics of business manager, accountant and accounting software influencing
accounting software adoption among the surveyed businesses. The agro based enterprise
is composed of medium-sized and small scale privately owned agricultural enterprise,
state-owned farm and agricultural cooperative in this study. Additionally,

recommendations are made for accounting software developers or service providers.
The specific objectives of this study are as follows:
1. To present condition of accounting software adoption in surveyed businesses.

2. To investigate the characteristics of business and accountant influencing

adopting accounting software to handle accounting in surveyed businesses.
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3. To identify the factors of the current accounting software impacting on the

accounting software used by the surveyed businesses.
4.  To develop the financial accounting software and business analysis software.

5. To demonstrate the application effect of financial accounting software and

business analysis software.

1.3 Methodology

1.3.1 Study Area and Data Collection

Heilongjiang is located in the temperate climate zone. This district receives average
annual rainfall of about 400-650 mm. The main rainy season is from May to September.
The district has a population of about 38.31 million people (2010). About 51.7% of the
population in the district is involved in agriculture. Major crops grown in the district are
soybean and corn. 2/3 of the population has education of high school or more than high

school.

Heilongjiang selected for the field survey is the largest province in China, which is an
important food production base. The main agro based enterprises include state-owned
farms, medium-sized and small scale privately owned agricultural enterprises and
agricultural cooperatives. In terms of management, privately owned agricultural
enterprises and state-owned farms are better than agricultural cooperatives due to
agricultural cooperatives being relatively a new form of business. Furthermore, there are
considerable differences in operation and management among agricultural cooperatives.
Due to this reason, the state-owned farms and privately owned agricultural enterprises
were randomly selected, while the agricultural cooperatives were purposively selected

to ensure that better performing agricultural cooperatives were selected.
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In this study, due to the different usage of data, there are two sets of data, one sector
contains accounting information called as test data, and the other sector covers
information related to the business, accountant and accounting software. The second set
of data was collected from 46 agro based enterprises in Heilongjiang province. The
sample consisted of 16 state-owned farms, 19 privately owned agricultural enterprises
and 11 agricultural cooperatives. Data was collected by personal interviews using a
structured survey schedule during September and October of 2011. The interview
addressed a variety of issues about business information including business revenue,
manager's age, manager's education and attitude toward adopting accounting software to
manage accounting data, number of accountants, accountant's age, accountant's

education, attitude toward adopting accounting software to manage accounting data and



work experience as well as accountant's level of satisfaction about accounting software
and software characteristics influencing adoption.

1.3.2 Components of Software Development Tools and System Requirements for
Accounting Software

The popularization rate for computer and accounting software are low in Chinese
enterprises, computer equipment restoration and renewal program is slow, and 80
percent of accountants need training in how to use the accounting software (Li 1998),
which will increase the economic burden of enterprises. Nevertheless, these situations
of agricultural enterprises are worse than any other industries. Thus, based on the actual
situation of agricultural enterprises and the accountants' level of using the accounting
software, in order to facilitate the widespread use of software, we have developed
financial accounting software utilizing the software development languages Microsoft
Visual Basic 6.0 and the database Microsoft Access 2007, with the operating system of
Microsoft Windows Vista because the two development tools demand for cheap
computer configuration. Whereupon, the business analysis software was developed by
using them taking account of linking data between the business analysis software and
financial accounting software, which are embedded in the accounting system. In China,
recently many enterprises are capable of increasing investment in information
management, as well as the various industries adopt the same methods of financial
statement analysis in China. Thereby, we also tried to develop the business analysis
system by using C++ Builder 2009 and Microsoft Access 2010 to improve the system's
application. They demand for expansive computer configuration, but they are stronger

than previous development tools in development function. For instance, the C++



Builder 2009 provides more various charts to demonstrate analysis results than Visual
Basic 6.0.

The system requirements for accounting software are as follows:

« Chinese version of Windows XP (32-bit)/ Windows Vista (32-bit); [

« At least 1.0 GHZ Pentium IV processor; At least 512 MB RAM; 100MB of disk

space (additional space required for data files);

« 4x CD-ROM drive for software installation ;

« Display optimized for 1024 x 768 screen resolution or higher; supports 800 x 600;

« Disk space requirements for additional software: Microsoft Access 2003
recommended.

1.3.3 Test Data

Through the unremitting efforts, got data from three agricultural enterprises
(including a soybean processing agricultural enterprise and corn processing agricultural
enterprises), but they didn't permit to announce their names, hence with the professional
accountant's support, organized the experimental data as data for one fiscal year to test
running the financial accounting system. And the Company X used the test data to
operationalize the system. The business analysis system was carried out in agricultural
enterprises above.

Before using the accounting system to keep accounts and perform the business
analysis, they kept accounts by using accounting software and manual accounting as the
software couldn't generate specific financial reports, and they carried out the business

analysis by manual. There were some problems when the bookkeeping was carried out



and the business analysis was performed, for instance, consuming much time to process
the accounting information and generate the financial statements, impossible to generate
the special financial reports essential to the agricultural enterprise and doing accounting
calculation, as well as calculation mistakes.

1.3.4 Analytical Tools

Taking into accounts such factors as characteristics of business, accountant and
accounting software influencing the patterns of accounting software adoption is
examined by a binomial logistic regression analysis. The businesses were classified as
either non-adopters (coded 0) or adopters (coded 1) of accounting software. These
observations were used as the qualitative dependent variables (dummy) in estimating
factors influencing accounting software adoption. There are two sets of variables shown
in table 1.1, the first set relates to characteristics manager and accountant working for
business that influence the business's demand for accounting software. The second set is
characteristics of accounting software that may be related to accounting software
adoption.

1) Logit model

The dependent variable in the logistic model of business factors contributing to
accounting software adoption is the 'accounting software adoption'. We consider two
categories of variables that may be related to accounting software adoption (Equation 1):
variables related to manager's factors and accountant's characteristics. The first and the
second categories have two variables each, making for a total of 4 variables. We
consider one category of variables that may be related to accounting software adoption

(Equation 2): software characteristics, consisting of a total of 7 variables.



Table 1.1 Variables used in model

Variables Description

Adoption Businesses adopt accounting software to manage accounting

Manager characteristics

AGE(in years) Businesses managers' age
Personal EDUCATION;(in years) ~ Businesses managers' education
Characteristics Accountant characteristics
NUMBER The number of accountants working for a business

EDUCATION,(in years)  The average education of all accountants in a business

Software characteristics

ADEQUACY The software meet the business's needs
SUPPORT There is help from the vendor in case of software error
ft
So war e' FUCTION The software have various function models
Characteristics
PRICE The software's price
SECURITY The software gurantee the accounting data's safety
TIMELINESS The software's fuction is updated in time

Source: self-projection

The logistic models for accounting software adoption based on business's
characteristics (Equation 1) and accounting software characteristics (Equation 2) are

specified as follows:

Log[p/(1-p)]=c+ a1 AGE+a, EDUCATION; + a3 NUMBER+as EDUCATION, (1)
where log P is the logarithmic probability of not adopting an accounting software at
the agro based enterprise level, log 1-P is the logarithmic probability of adopting an
accounting software, AGE is the age of the manager of business in years, EDUCATION;
is the manager's level of education attained in years, NUMBER is the number of
accountants work for the business, EDUCATION is the average level of education that

all accountants in the business attained in years.

Log[p/(1-p)]=/o+ 1 ADEQUACY+/ SUPPORT+ 4 FUNCTION+4, PRICE+  (2)
S5 SECURITY+ 5 TIMELINESS
where log P is the logarithmic probability of not adopting an accounting software (or

not finding accounting software usefulness) at the agro based enterprise level, log 1-P is

the logarithmic probability of adopting an accounting software (or finding it useful),

10



ADEQUACY is the ability of the software to meet the requirements of the business,
SUPPORT is the availability of software support from vendors in case of software
errors, FUNCTION is the complexity of functional models in accounting software,
PRICE is the accounting software price, SECURITY is the availability of features to
guarantee safety of accounting data, TIMELINESS refers to whether accounting
software is updated on time.
2) Manager's characteristics

Manager characteristics have a particularly significant influence on small businesses
compared to larger companies, as the manager has a dominant role in the functioning
and the very existence of the business. Though the manager is not the primary user of
accounting software and familiar with it, the manager makes decisions about accounting

software. Two manager-related factors have been examined.

Rogers (1983) maintains that age would influence information technology adoption,
and the past researches maintain that the age negatively influences computer adoption.
Therefore, in this paper the variable AGE is hypothesized to be negatively related to
computer technology adoption. Older people are more likely to resist new technology as
well as they have less exposure to computer technology even during their school
education. By contrast, younger generations were often introduced to computer

technology in their high school years, or even earlier (Stang and William 2003).

The previous researches reveal that the education is positively associated with
computer and information system adoption. Higher level of education is expected to
increase understanding of the complexities of management and, therefore, lead to an
increase in the demand for information. Furthermore, better education is likely to be
associated with better awareness of the capabilities of computers and accounting
software (William 1995; Prashant and Shailendra 1999). It is expected that the variable

11



EDUCATION; positively influences on adoption of accounting software.
3) Accountant’s characteristics

The accountant plays an important role in handling and managing accounting data,
and is the primary operator of accounting software to manage accounting information
therefore, the characteristics of the accountant are critical. Two variables related to

accountant's characteristics are considered for the analysis.

Due to differences in scale of business and economic strength, each business recruits
one or more accountants with varying experiences and skills. Generally, larger
businesses recruit more than one accountant with better qualifications and experiences.
Since only few past studies have examined the variable NUMBER and 48% of our
sample had businesses with more than one accountant, we hypothesized that more
number of accountants could increase the likelihood of the business adopting

accounting software.

The accountant's education as an explanatory variable has been examined in past
studies, the obvious hypothesis is that accountant with more formal education will tend
to have more knowledge about accounting software and computer usage thus, likely to
influence the business to use accounting software.

4) Software's characteristics

During the survey it was found that the businesses handling accounts without
accounting software had no confidence on existing software in the market while, the
businesses adopting accounting software shows different levels of satisfaction on the
existing accounting software. Therefore, it is hypothesized that the accounting software
characteristics have significant effect on accounting software adoption. Six variables

related to accounting software characteristics are considered for the analysis (Table 1.2).
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Table 1.2 Characteristics of accounting software

Variable Description Relation Values

Adequate=2,

It is expected to be positively related to adaptation of indifference=1,

Adequacy The ability of the software to meet needs of the business

accounting software .
g inadequate =0
. . . . Adequate=2,
. . It is expected to influence accounting software adoption .q
Support Software vendors provide follow-up services to customers . indifference=1,
significantly .
inadequate =0
. . . Too many=2
. . It is expected to be negatively related to adaptationof . . ’
Function Software has functional models 4 B ey d just right=1,
accounting software .
inadequate =0
. . . Cheap=0,
. o It is expected to be negatively related to adaptation of P .
Price Software's price . right price =1,
accounting software .
expensive=2
. . . . Safe=2, neither
. . It is expected to have significant influence on accounting
Security Guarantee of the safety of accounting data , safe nor unsafe=1,
software adoption
unsafe=0
. . . - e . On time=1,
Timeliness Software is updated on time It is likely to positively influence on adoption

not on time=0

Source: self-projection

1.4 Organization of the Thesis

The thesis was organized into 6 chapters. The structure of the paper is as follows. The
second chapter gives an introduction on the financial accounting of agricultural
enterprise and business analysis for agricultural enterprise, and explains the status of
financial accounting software and business analysis software for agricultural enterprise.
The present situation of accounting software adoption in surveyed business is
introduced in third chapter, and the factors influencing the adoption of accounting
software is investigated. The forth chapter describes the functions of financial
accounting software and its using method, as well as the field application of the
accounting system and discussion on filed application are introduced. The fifth chapter
presents the functions of business analysis software and its using method, moreover, the
field application of the business analysis system and discussion on filed application are
introduced. The conclusions, proposals and future work for developing financial

accounting software and business analysis software are in sixth chapter.
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Chapter Il Accounting Rules and Business Analysis for

Agricultural Enterprise

Accounting is an information system that provides financial information about an
economic entity. Financial information includes many types of reports and documents
with financial data. Business managers use these reports to evaluate the success or
failure of their businesses and to help decide future activities. The parties outside the

businesses who can make better decisions based on these reports.

There are big differences in production process, forms of organization and
management system between agriculture and other industries, so agriculture accounting
also has its own features. The main objectives of this chapter are to summarize the
characteristics of agriculture accounting rules and business analysis. Therefore, firstly
the characteristics of farming and agriculture accounting will be discussed, secondly the
financial accounting and business analysis for agricultural enterprise will be presented

in this chapter and finally the status of accounting system will be given an overview.

2.1 Classifications of Farming and Accounting Rule

2.1.1 Classifications of Farming

Agriculture is one of the most important sectors of economy, and it is the foundation
of national economy and economic development in China. Agricultural operations
include, but are not limited to, activities such as the raising and harvesting of crops from

farmland, the raising of fowl or animals, logging and forestry operations.

China's agricultural business organization includes farmer, family farm, state-owned
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farm and agricultural enterprise. Since 1995, especially in recent years, with the
development of industrialized operation of agriculture, the great changes of agricultural
business organization has taken place, some new organization forms emerged, such as
large-scale professional farmer, agricultural cooperative and leading agricultural

enterprises.

Farmer is a unit size suited to single farm management.

State-owned farm is composed of family farms. Family farm is the most basic
production unit of agricultural enterprise, own and control a certain amount of money to

engage in business activities.

Agricultural enterprise is engaged in production and management of agriculture,
forestry, animal husbandry, side occupation, and fishery and so on. It is the profit
economic organization with the legal entity. Its business entity contains publicly owned
enterprise and privately owned enterprise, and the privately owned enterprise is with
business entity, such as, limited liability company, joint-stock limited company,

partnership enterprise and sole proprietorship enterprise.

Large-scale professional farmer is bigger than the general farmer in farm land size

and has high-power agricultural machinery.

Agricultural cooperatives are cooperatives where farmers pool their resources in
certain areas of activity. They supply their members with inputs for agricultural
production, including seeds, fertilizers, fuel, and machinery services. And they are also

established to undertake transformation, packaging, distribution, and marketing of farm
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products, as well as they provide technology and information related to agricultural

production and management and other services.

In agricultural industry, the leading agricultural enterprises are models, and have
appeal and a deep impact on other enterprises of agricultural industry. And they have
made outstanding contributions to the region, the industry or the state.

2.1.2 Classifications of Accounting Rule

Table 2.1 Main organization forms for agricultural operations and accounting rule

Large-scale . . Leadin,
£os . State-owned ~ Agricultural  Agricultural sacing
Farmer professional Family farm . . agricultural
farm enterprise cooperative .
farmer enterprise
Agricultural ~ Agricultural
accounting  accounting
#
stan(:ard,.new standard ’ Financial New enterprise
. enterprise inancia .
Accounting accorr:ltin few ente;prlse accountin accounting
. . u u
Accounting No No calculation rule and negw alccoug ng “stermn fof rule and
rule for family p fulc and new yf agricultural
farm accoun ¥ng accoungng arme? accounting
calculation calculation  cooperatives *
standard
mean for mean for
agricultural  agricultural
enterprise enterprise
Accounting Double-entry bookkeepin,
method y ping

Source: self-projection

Note: *1-The large and medium-sized agricultural enterprises refers to the new enterprise accounting rule
and new accounting calculation mean for agricultural enterprise, while the agricultural accounting
standard is applied to the medium and small-size agricultural enterprises. Small agricultural
enterprise can handle accounting either agricultural accounting standard or accounting for small
enterprise.

*2-Leading agricultural enterprises are across the processing industry, agricultural industry and
transportation industry, so the agriculture accounting standard is not only reference of
bookkeeping.

The table 2.1 shows main organization forms for agricultural operations and their
accounting rules. It is very clear that the bookkeeping is not been performed in neither
the farmer nor the large-scale professional farmer, and there is no accounting rule for

them in China. The other business forms keep accounts adopting the double-entry
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bookkeeping, but there are various accounting rules for them. In fact, although there is
an accounting rule applicable to family farm in China, due to difference in its
development level and most members of family farm without knowledge of accounting
the bookkeeping is not performed in family farm yet, the best members of family farm
fill out the note to grasp the gross profit and expenditure unconformable with
accounting rule. Thus, now the agricultural enterprises, state-owned farms and
agricultural cooperatives carry out the bookkeeping using the software in China,

however, the adoption rate of accounting software applied to them is different.

2.2 Characteristics of Financial Accounting of Agricultural Enterprise

2.2.1 Characteristics of Agricultural Financial Accounting

(1) Diversity of calculation content. Agricultural businesses, often involves
agriculture, forestry, animal husbandry, fisheries, industry, commerce, transport,
construction, services and other types of business, and some state-owned farms also are
equipped with school, hospital and other institutions. Thus, accounting calculation not
only meets the needs of enterprise management, but provides and summarizes various
accounting information; and it should adapt to the characteristics of production and
operation of various businesses, the cost and financial results of each branch are

calculated respectively, and evaluates various non-productive expenditure.

(2) Complexity of management system. Diversified management and two-tier
management system are implemented in some forms of agricultural enterprises. For

instance, the state-owned farm is composed of branches and production teams, and it
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also establishes professional services organizations and family farms; the rural
economic cooperation carries out the household-responsibility system, but also
establishes organizations of production and service under unified management;
township enterprise system is more complex and diverse. As a result, the accounting

calculation and management system become complicated.

(3) Flexibility of accounting method. Although there are some accounting rules
promulgated for agricultural enterprise, without disobedience to accounting rules
meeting their demands accounting is performed. Moreover, there is a big gap between
the management level and calculation level of agricultural accounting. Hence,

accounting method should also have greater flexibility.

2.2.2 Status of Financial Accounting System for Agricultural Enterprise

Financial accounting software has made progresses in China, however, compared to
the developed countries, the accounting software started late in China. In the United
States, the penetration of accounting software is very high, more than 90%, while in
China the penetration of accounting software applied to large and medium-sized
businesses reaches to 60% to 80%, the penetration of accounting software applied to
small businesses is less than 30%. And there are many problems in accounting software
industry, for example, distribution of accounting software in each region is extremely
uneven, the accounting software just reduces labor intensity and improves the speed and
accuracy of accounting, that is to say, the computer merely replaces the manual
accounting(Zhang, 2009). However, the progresses are made in accounting software to

some extent, and there are many accounting software available in Chinese market at
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present, such as Ufida, Kingdee etc. Most accounting software are suitable for many
kinds of industry, and process attention have been given to the common characteristics
among those kinds of industry while ignoring the unique characteristics of each industry
to some extent. For example, in respect of generating financial reports, they only can
generate balance sheet, income statement and cash flow statement that all enterprises

need, while specific financial reports for some industries are not possible to generate.

A comparison of the system with some current accounting software was drawn that
documents the various features and differences (Table 2.2). From table 2.2, we can see
the difference of the system with current Chinese software centers on application object,
system components, financial reports, training and economic burden. The current
software are suitable for many kinds of industry, so the cost of development is very high
that results in high price of the accounting software, which influences the widespread
use of software. Thus, developing the software aiming at one kind of industry will
reduce the software price and facilitate the widespread use of software. Moreover, the
current software generates financial reports shared with each industry, which caused that
the enterprise must make the necessary financial reports by manual. Thereby, for the
purpose of reducing accounting calculation tasks and perfecting function of accounting
software, the financial reports suitable for each industry are expected to generate
automatically by the accounting software. On the other side, the difference of the
Chinese and Japanese software in application object and tax return is very obvious. The
agricultural software of Sorimachi has considered the characteristics of agricultural

enterprise and the field of agriculture, for instance, in generating blue-form tax return,
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the software provided three methods for agricultural filed, general field and real estate
filed, however the most Chinese software don't contain the tax management. Hence, the
performance of software was improved and the application range was expanded in one

industry, which is very valuable for software development.

Table 2.2 Comparison with some current financial accounting software

. Agricultural
fi Kin . Pocket syst The syst
Ufida gdee bookkeeping ocket system e system
L Type Small t.o middle Small size Agricultural Smal] t_o
Application size . middle size
. corparation and  Personal farm )
object Agricultural
Industry Many Many personal farm )
enterprise
Computer
hardware Expensive Expensive Expensive Cheap Cheap
Economic coglﬁﬁuranon
burden ~ OAre High High High No No
price
After-sal
fler _sa © Not all free Not all free Not all free - Yes
service
Management of Management of
human resource, human resource,
manufacturing, manufacturing , Financial Financial . .
customer customer . . Financial
System components o . accounting and  accounting and .
relationship, cost, relationship, cost, . . . . accounting
. . financial analysis financial analysis
financial financial
accounting and  accounting and
financial analysis financial analysis
Stand alone and
Structure Stand alone Stand alone 9 Stand alone Stand alone
web based
Database Yes Yes Yes No Yes
Agricultural accounting old old Yes™ - New
Traning in how t th . .
raning in how to use the Yes .and Yes 'and i Yes but simple  Yes but simple
software complicated complicated
Self-defining
term(initial Yes and too Yes and too Yes No Yes and few
many many
set)
Acc.ountmg Random Random Limited Random Limited
System  subject set
fuction  Inputting Accpunting Acc.ounting Slip Spread sheet Accpunting
method evidence evidence evidence
Fianancial Incomplete Incomplete - - Complete
reports
Tax return No No Yes No No

Source: self-projection

Note: Ufida and Kingdee are the most popular accounting software now in Chinese market, and in table 1
the version of them are ERP-U8 and KIS. Pocket system was developed by Ms. Sakuramoto in
2005. Agricultural bookkeeping is a product of Sorimachi Co., Ltd, and the version is 7.* 1=only
the final income tax return and consumption tax return based on Internet. *2=the lasted
depreciation rule was used. - = uncertainty.
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2.3 Characteristics of Business Analysis of Agricultural Enterprise

2.3.1 Characteristics of Business Analysis of Agricultural Enterprise

Before publishing the New Enterprise Accounting Standards and New Accounting
Calculation Mean for Agricultural Enterprise, the business analysis for agricultural
enterprise was performed referring to the Agricultural Accounting Standards, which
included merely the ratio analysis and trend analysis. At present, in China there is no
specific business analysis standard available for agricultural enterprises. The only
guideline available is the Enterprise Accounting Standards and Application Guide for
Enterprise Accounting Standards issued by the Ministry of Finance in 2006. These
standards emphasis on structure analysis and hence applied to the agricultural
enterprises as well. The focus of this study is on the financial statements analysis and
break even analysis, thus, the financial statements analysis and break even analysis will

be presented as follows.

The financial statement analysis is performed to analyze the balance sheet, income
statement and cash flow statement, which mainly covers ratio analysis, trend analysis
and structure analysis. The trend analysis is facilitated by displaying changes of
accounting items between years in real number and percentage form, identifying key
factors that have effected changes and how the changes will influence on future's
development. Trend analysis includes vertical analysis, trend percentage and horizontal
analysis. Vertical analysis displays changes between years in real number as well as in
percentage via calculating each accounting item as a percentage of a reference item in
the same financial statement. Trend percentage shows changes between years in real

21



number as well as in percentage via calculating each accounting item in financial
statements of other consecutive years as a percentage of the same item in financial
statements of a reference year. Horizontal analysis provides periodic fluctuations in the
form of real numbers and percentages between years via dividing each accounting item
of a particular year by the same item in the following year. While in structure analysis
each item is stated as a percentage of some total of which that item is a part, key
financial changes, trends and relationships among each item of financial statement are
highlighted, which enables to have a clear understanding about the financial status of
the business. Structure analysis covers different analysis classifications based on the

financial statements.

Break even analysis is performed to understand the interrelationships among cost,
volume and profit, and provide important management information for decision making
in areas such as production, marketing and product development. It is performed to
analyze the product based on the principle of cost-volume-profit analysis. The
cost-volume-profit analysis includes two kinds of analysis method, single product

analysis and multiple products analysis.

The multiple products analysis is to calculate and analyze the break even point, which
contains average weighted mean method, apportioned fixed cost method and method of
reference to historical data. In this analysis, the average weighted mean method is to
calculate the weighted mean of contribution margin rate, and then the break-even point
of sales is calculated based on the total fixed cost and the weighted mean of contribution

margin rate. The apportioned fixed cost method refers to calculate the break even point
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for each product sales in the total fixed costs being allocated to each product properly,
and then the break even point of all products sales is calculated. Method of reference to
historical data is to calculate the average contribution margin rate based on historical
data covering the average gross sales and total contribution margin, by which the break

even point of sales is forecasted.

This study focuses on the developing single product analysis. There are three types of
cost-volume-profit (CVP) graph provided in single product analysis. All the three types
of CVP graph are capable of showing break even point. The relationships among sales
price, total costs, fixed costs, profit and volume can be expressed graphically by
preparing a standard mode CVP graph, while the unit contribution margin chart and
profit-volume chart demonstrate interrelationships among sales price, total costs, unit
contribution margin, variable costs, profit and volume, and interrelationships among
units, revenue and profit respectively. In addition, the unit contribution margin chart
highlights the profit which is computed as contribution margin minus fixed asset, while
the profit-volume chart puts emphasis on illustrating the number of units and the

revenue simultaneously when the break even point is reached.

2.3.2 Status of Business Analysis System of Agricultural Enterprise

Business analysis can enhance the corporate managers' understanding of business
situation in order to facilitate improved decision (Du and Cheng, 2007). In Japan, some
studies have been undertaken to develop business analysis system for small-scale
farming conditions. In one of the recent studies undertaken by Sakuramoto (2005) an

attempt has been made to develop a business analysis system for small-scale farmers to
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maximize management tasks and maintain double entry bookkeeping. In China, as it is
not mandatory for the enterprises to use software to perform business operations, there
1s few business software available on the market. Moreover, the current software
packages lack comprehensive business analysis features except simple business analysis
features. A comparison of the newly developed software with other available software is
summarized and presented in table 2.3. As shown in table 2.3, the important differences
between the newly developed software and other software are that there are more
analytical methods, such as trend analysis and structure analysis incorporated into the
newly developed software. Moreover, the newly developed software has more features

for ratio analysis than Kingdee k/3.

Table 2.3 Comparisons with some current software in performing the business analysis

Kingdee k/3 Pocket system The system
Application Type Small size Small to medium-size
pp . P Personal farm . St
object Industry Many Agricultural enterprise
Software price High Free Free
Economic ~ Computer hardware .
P . Expensive Cheap Cheap
burden configuration
After-sales service Not all free - Free
Financial . . . .
Accounting evidence Spread sheet Accounting evidence
management
. Balance sheet, income
Data sources Balance sheet, income .
) ) Balance sheet, income statement, cash flow
Business analysis statement and cash flow
statement statement and product-ralated
statement . .
information
Financial accounting as well
L as management of human
Financial . L . L .
resource, manufacturing, Financial accounting Financial accounting
management S
customer relationship and
cost
Ratio analysis(activity ratio
System analysis, liquidity ratio
components analysis, profitavility
Activity ratio analysis, Profitability analysis, safety analysis), trend analysis
Business analysis ~ liquidity ratio analysis and analysis and break even (horizontal analysis, vertical
break even analysis analysis analysis and trend

percentage), structure
analysis and break even
analysis

Source: self-projection
Note: Kingdee K/3 delivers solutions to the applications ranging from financial accounting, human
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resource, supply chain management, and production and costing management, which was provided
by Kingdee a leading provider of enterprise management software in China in 2006. Pocket system
was developed by Ms. Sakuramoto in 2005.

2.4 Application Object of Accounting System

Although there are different business organizations of farming and various
accounting rules, now the agricultural enterprises cover main part of all business
organizations of farming who carry out the bookkeeping using the software in China.
Moreover the current software available on market is imperfect in generating the special
financial reports for agricultural enterprise and lacking comprehensive accounting
subjects peculiar to the agricultural enterprise and there are too many setting parameters
for running the accounting system. Thus the application object of the financial
accounting system in this study is put emphasis on the agricultural enterprise that
contains limited liability company, joint-stock limited company, partnership enterprise,
sole proprietorship enterprise and state-owned farm who carry out the business related
with the production and management of agriculture, forestry, animal husbandry, side

occupation, and fishery and so on.

At present, there is no difference between agricultural enterprise and other industries
in principles, so the business analysis software can perform analysis for other industries.
However, because the business analysis module is not separate from the financial
accounting module whose application object is limited to the agricultural enterprise, the

business analysis module can't be applied to other industries.

On the whole, the application object is limited to the limited liability company,

joint-stock limited company, partnership enterprise, sole proprietorship enterprise and
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state-owned farm.

2.5 Summary

Although the agriculture is a big industry in China, there is no special accounting
software for it. There are various organization forms but some enterprises keep accounts
using the accounting software, while most enterprises carry out the business analysis by
manual. As for principles, it is more comprehensive in accounting rules than business
analysis because of the different principles between bookkeeping and business analysis.
The current accounting software is imperfect in generating the special financial reports
for agricultural enterprise automatically, lacking comprehensive accounting subjects
peculiar to the agricultural enterprise and there are too many setting parameters for
running the accounting system. From perspective of the business analysis, there is few
business analysis software available in Chinese market, and the current accounting
software packages lack comprehensive business analysis software. Therefore, the
accounting software developed for agricultural enterprise embedded with perfect

module of business analysis is acceptable to the agricultural enterprise.

26



Chapter 11l Present Situation of Accounting Software

Application in Surveyed Businesses

Today, accounting software applications have become an integral part of most
business operations as it can strengthen the business management and relieve the
accountant from tedious accounting information processing. However, the degree of
adoption of accounting software applications varies depending on the scale of operation
and industry. For instance, the rate of adoption by medium-sized and small business is
lower than 30%, while in case of large businesses it is more than 90%. The rate of
adoption is considerably low in agro based businesses compared to businesses in other

sectors (Wang and Peng 2004).

The question is addressed as follows: why the adoption rate of accounting software in
agriculture is lower than other sectors? Thus, in order to solve this problem it is
necessary to find the factors influencing accounting software adaption, and then analyze
what factors contribute to accounting software adaption? There are most studies paying
attention on the adoption of information system/technology, computer, and Internet by
farmers, and the analysis was carried out in terms of farm and farmer's characteristics,
yet only a few studies related to accounting software adoption by agro based enterprises
are available. Jean and Patti (2001) studied the key characteristics of the farm operators
and farm businesses that influence computer use. The results revealed some
determinants of computer technology adoption such as farm scale, age and gender of

operator, farming status and the type of products. The characteristics include farm size,
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type of farm, age and education of farm operators, and the kind of products grown by
the farm operators (Mavin et al 1990; Putler and David 1988). Additionally, Gu (2010)
studied the high cost of software and incompatibility of software features with business
requirements led to low rate of adoption by medium-sized and small enterprises of

Fujian in China.

Therefore, this chapter aims to examine the conditions necessary for adoption of
accounting software by agro based enterprises in China, investigate the determinant
factors influencing accounting software adoption in medium-sized and small agro based
enterprises consisting of privately owned enterprises, state-owned farms and agricultural
cooperatives. In addition, recommendations are made to improve the adoption rate of

accounting software.

3.1 Profiles of Surveyed Businesses

3.1.1 Characteristics of Surveyed Business in Business Entity

Table 3.1 Characteristics of surveyed businesses entity

Medium and small scale privately

Comparison factors . State-owned farm Agricultural cooperative
owned enterprise
Raising capital Owners contribute capital Government contributes capital Farmers contribute capital
Forms of investment Monetary and 1ptellectua1 Monetary Mo.netary, physical prope':rty and
property rights intellectual property rights
. limited, but no less than 809
Number of investors 2-50 - Unlimited, but no less than 80%
members are farmers
Member composition Unlimited Unlimited Farmers, agro based enterprisc
and group
Legal basis Company Law Ordinance of State-owned Farm  Law of Agricultural Cooperative
Members are liable for obligations
Liability Corporation has limited liability =~ Corporation has limited liability ~ of cooperative compared to their

contribution

Source: Company Law, Ordinance of State-owned Farm and Law of Agricultural Cooperative
It was concluded (Table 3.1) that the big difference among three types of agro based

businesses in business entity centers on raising capital. This is a result that the
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medium-sized and small privately owned enterprise and agricultural cooperative are
private, while the state-owned farm is public. As for investment forms, agricultural
cooperative is more free than others, except monetary and intellect, agricultural
appliances can be invested into agricultural cooperative. Agricultural cooperative is
mainly composed of farmers conforming to the law, and the members are liable for

obligations compared to their contributions.

3.1.2 Comparisons with Accounting Software Used by the Surveyed Businesses
There is plethora of accounting software available on the market, yet not many of
them are suitable for medium-sized and small privately owned enterprises. Moreover,
the software suitable for state-owned farms and agricultural cooperatives are very rare.
It was found during the survey that the privately owned agricultural enterprises and
state-owned farms adopted accounting software for managing accounting data since
1990s, yet as the accountant was unable to use the accounting software and the
expenditure on software and hardware was too high therefore, use of accounting
software did not expand until 2000. Moreover, because the agricultural cooperative is a
new agricultural operation and the accounting software suitable for its use became
available only after 2009, the low adoption rate is very obvious. Furthermore, our
survey revealed that privately owned agricultural enterprises primarily adopt products of
two companies UFIDA and Kingdee, and Nongken Accounting System developed by
General Bureau of State Farms of Heilongjiang is used by stated-owned farms, and
agricultural cooperatives adopt Cooperative Accounting System developed by

Agriculture Commission. The price of Nongken Accounting System and Cooperative
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Accounting System is lower than products of two companies UFIDA and Kingdee. The
price of products of UFIDA and Kingdee largely depends on the number of user, more

users working under one software license the software is more expensive.

Table 3.2 Comparisons with accounting software used by surveyed business
Ufida/Kingdee
(used by medium and small scale
privately owned enterprise )

Nongken accounting system Cooperative accounting system
(used by state-owned farm)  (used by agricultural cooperatives)

Management of Management of
human resource, human resource, Management of
manufacturing, manufacturing, membership,
System components L Lo . .
customer relationship, customer relationship, investment and financial
cost and financial cost and financial accounting
accounting accounting
Initial setting Many and complicated Many and complicated Many and complicated
Many, yet some modules are Many, yet some modules are Many, yet some modules are
System  Functional modules unnecessary, it is uneasy to add new unnecessary, it is uneasy to add unnecessary, it is uneasy to add new
function modules meeting demand of new modules meeting demand modules meeting demand of
enterprise of enterprise enterprise
M t of
aqagemen 0 Incomplete Incomplete Complete
financial statements
C ter hard . . .
. omputer ar. ware Expensive Expensive Expensive
Economic configuration
burden Software price High Adequate Adequate
After-sale service Not all free and deficient Free and deficient Free and deficient
Denomination 2005-01-01,2007-01-01 2005-01-01,2007-01-01 2008/01/01
New Accounting Calculation Mean ~ New Accounting Calculation
for Agricultural Mean for Agricultural Accounting Rule for Agricultural
Enforcement . . . . .
Enterprise, Accounting Rule of ~ Enterprise, Accounting Rule for cooperative
Accounting Agriculture Agriculture
rule Complicated, add new account Complicated, add new account

Account item Simple, add new account randomly

randomly randomly
Balance Sheet, Statement of Profit
and Profit Distribution and
Statement of Changes in Members'
Equity

Balance Sheet, Income
Statement, Cash Flow
Statement and Schedules

Balance Sheet, Income Statement,

Financial statements
Cash Flow Statement and Schedules

Source: Surveyed data (2012)

The comparisons among three software are carried out referring to table 3.2. In terms
of function, the software adopted by privately owned agricultural enterprises and
state-owned farms is more complex than Cooperative Accounting System, it has not
only the management model of bookkeeping and reporting, but the management model
of salary, manufacturing, customer relationship etc. Moreover, initial setting of all three

software is complicated, it requires high computer skills of operator. In terms of
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hardware inputs, all three software is embedded with too many functional models, it
increases expenditure not only for software price but hardware configuration. From
table, it was found that the after-sales service provided by three developers or vendors
should be perfected. In addition, there are different accounting rules promulgated for
them, thus different reports are required for different enterprises. As the reports required
for agricultural cooperative are comparatively simple, the Cooperative Accounting
System available on the market is capable of providing sufficient reports for agricultural
cooperative. Other two software provides some reports, yet it can't meet demands for

privately owned agricultural enterprise and state-owned farm.

3.2 Adoption of Accounting Software by Surveyed Businesses

The characteristics of surveyed businesses are shown in table 3.3. Overall, the
adoption rate for accounting software by businesses was 42%, which is slightly higher
than 30% reported by Wang in 2004. The survey results reveal that 42% of businesses
used accounting software for managing accounting data, all of them have annual sales
revenue over one million Yuan. Moreover, 58% of them have annual sales revenue more
than 10 million Yuan as shown in figure 3.1. Among them 14 (30%) businesses having
annual sales revenue less than one million Yuan don't adopt accounting software to
manage accounting data, and 13 (28%) of businesses with annual sales revenue more
than one million Yuan manage accounting data manually. Furthermore, 17 (37%) of
businesses are employing more than one accountant, 15 of which use accounting

software to manage accounting data.
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Table 3.3 Characteristics of surveyed businesses

Item Not adopting Adopting Total
Sample (N) 27 19 46
Percent of businesses 58 42 100
Business type (N )

Privately owned enterprise 11 8 19

State-owned farm 7 9 16

Agricultural cooperative 9 2 11
Number of accountant

Only one 25 4 29

More than one 2 15 17
Sample by sales (N)

Less than 1,000,000 Yuan 14 (6] 14

1,000,000-9,999,999 Yuan 9 8 17

10,000,000 Yuan or more 4 11 15

Source: surveyed data (2012)

Adopting accounting software

M Lessthan 1,000,000 Yuan M 1,000,000-9,999,999 Yuan

10,000,000 or more Less than
1,000,000
Yuan
0%
10,000,000
ormore \ 1,000,000-
58% 9,999,999
Yuan

42%

Figure 3.1 Adoption by annual sales

Adopting accounting software

M Privately owned enterprises M State-owned farm

Agriculture cooperative

Agricult
gricuiure —_ Privately
cooperative
16% owned
enterprises
36%
State-
owned farm
48%

Figure 3.2 Adoption by business type
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In addition, as shown in figure 3.2, the adaptation pattern differs according to type of
enterprise; the lowest rate of adoption is reported by agricultural cooperatives, which is
18% of all agricultural cooperatives. The adaptation rate is higher for privately owned

agricultural enterprises and state-owned farms, which is 42% and 56%, respectively.



The state-owned farms adopting accounting software to manage accounting data early
and equipped with more than one accountant led the high adoption rate, moreover the
support encouraging adaptation from General Bureau of State Farms of Heilongjiang in

China was necessary.

3.2.1 Medium-sized and Small Privately Agricultural Owned Enterprise

Based on the survey, only 8 privately owned agricultural enterprises handle
accounting adopting accounting software, 7 of them are founded after 2000 and their
annual sales are over 2 million Yuan in 2010. Furthermore, managers and accountants of
these 8 enterprises have positive attitude toward using accounting software to keep
accounts. Accountants recruited by 8 enterprises are young with age between 30 and 40,
and their education level is more than college, which tend to have more knowledge

about accounting software and computer.

On the other hand, 11 enterprises handling accounting by manual are small in
operation and their annual sales are less than 500,000 Yuan in 2010. Furthermore, the
attitude of accountants and managers working for 11 enterprises toward accounting
software is negative. Accountants with low level of education, high school and junior
school, carry out accounting by manual for a long time, and most of them are unwilling
to adopt accounting software to handle accounting. Moreover, 2 of 11 enterprises are
small in operation and don't recruit accountants to manage accounting, in order to cut
down expenditure accounting is handled by the accounting firm providing perfect

service, accounting handled by either manual or accounting software.
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3.2.2 State-owned Farm

Accounting software has been applied to state-owned farm since 1980s. However,
there was no accounting software applicable to state-owned farm available in Chinese
market before 2000, thereby Nongken Accounting System was developed by General
Bureau of State Farms of Heilongjiang. Yet the adoption rate of Nongken Accounting
System was comparatively low, which resulted from complicated operation of system

and deficient computer knowledge level of accountant.

According to surveyed result, 56% of state-owned farms handle accounting by using
accounting software. Each of these state-owned farms is large in management with
farmland exceeding 200 thousand Mu (6.667a / Mu), and recruits one or more
accountants to manage accounting. Most of these accountants are young and with high
level of education, college or university, which lead to adopt accounting software easily.
On the other hand, 7 state-owned farms not using financial accounting software are
small in management with farmland less than 200 thousand Mu, moreover there is few
accountant with school education more than college, while most accountants carry out
accounting by manual for a long period of time, whose attitude toward to accounting
software is negative. Accountants recruited by 5 of state-owned farms handling
accounting by manual, who don't receive formal and professional accounting education,
their accounting knowledge is introduced by self or their relatives. Furthermore,
accountants working for state-owned farms are not only in charge of managing

accounting, but are responsible for managing operation of state-owned farms.
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3.2.3 Agricultural Cooperative

As a new form of agricultural operation, most of agricultural cooperatives are
organized by excellent farmers or village mayors. Up to now, agricultural cooperatives
are small in management scale and weak in organization, therefore most agricultural
cooperatives don't recruit accountant to manage accounting, their accounting is
entrusted to the accountants of villages, while a few agricultural cooperatives recruit

accountant to handle accounting by manual or using accounting software.

The accounting software applicable to agricultural cooperative is available on the
market, which is developed through making alternation to the current accounting
software applicable to other businesses in account items and financial statements.
Therefore, this accounting software requires accountant with high level education and

knowledge of computer, which leads to low adoption rate of accounting software.

Based on surveyed results, only two agricultural cooperatives handle accounting by
using accounting software, which are transformed from agricultural enterprises
producing and processing agricultural products. Before transmission two agricultural
enterprises handled accounting by using accounting software and accountants are able
to operate accounting software well, so two agricultural cooperatives continue to use
accounting software to manage accounting. It was said that the current accounting
software is complex in operation and weak in guaranteeing the safety and accuracy

between each module while data transmission.

On the other hand, as the management scale is small, it is difficult to recruit excellent

accountant. Three agricultural cooperatives are equipped without accountant, whose
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accounting is handled by the villages' accountants by manual. In addition, one of
agricultural cooperatives without accountant, whose accounting is entrusted to
accounting firm. Overall, it was said that all agricultural cooperatives not using
accounting software are unwilling to use accounting software due to lack of accountant

and no confidence to the current software.

3.3 Factors Impacting on Adoption of Accounting Software

3.3.1 Determinants of Business Characteristics

The first logistic regression model estimates the impact of selected variables on the
probability of accounting software adoption, the results are shown in table 3.4. The
manager's age, the number of accountants and accountant's education were found to
have significant effect on the probability of accounting software adoption.

Table 3.4 Logit regression results for manager’s and accountant’s characteristics®

Variable B Std. error Sig. Exp(B)
MANAGER CHARACTERISTICS
AGE (in years) -0.329 0.153 0.032" 0.719
EDUCATION; (in years) -0.011 0.415 0.979 0.989
ACCOUNTANT CHARACTERISTICS
NUMBER 1.421 0.567 0.012" 4.141
EDUCATION,(in years) 1.146 0.406 0.005™" 3.144
-2LogLL 19.89
Cox & Snell R Square 0.60
Chi-square 42.48
Overall prediction rate (percentage) 93.50

Source: self-projection
Note: * The dependent variable is O=non-adoption, and 1=adoption.
* and **denote significance at the 5%, and 1% level.

The results reveal that the age of the manager was negatively related to level of
adaptation, the finding is in accord with previous studies (Prashant and Shailendra 1999;

Stang and William 2003; William 1995). The manager of the business is responsible for
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managing the business operation, and the younger manger is more likely to accept new
technology to manage the business, therefore young manager were more likely adopt
accounting software. In this study, education was not statistically significant implying
that manager's education has no influence on adoption. This finding contradicts our
hypothesis and previous findings (Stang and William 2003; William 1995), this could be
once again due to the fact that the manager is not the primary user of the accounting

software.

However, our results show that accountant's education has a positive influence on
adoption of accounting software, which is a unique finding. As it is known, the
accounting software is different from other software, which requires the user not only to
have good knowledge of accounting but also computer skills, in general, the manager is
in charge of managing business operation, while the accountant is responsible for
managing accounting data, hence the user of accounting software is not manager but
accountant, whose knowledge of accounting and computer skills play important role on
adopting accounting software. William (1995) found that increased education led to an
increase in knowledge and likelihood of adopting software. Thereby, better education
level of the accountant implies that he has more competence on computer and

accounting software, which increases the likelihood of adoption.

Furthermore, results also indicate that the number of accountants employed was
positively related to accounting software adoption. As more accountants work for the
business, the probability of the business employing accountants with higher education

level is high, resulting in higher level of adoption. Therefore, increasing number of
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accountant also led to a greater likelihood of adopting accounting software for

managing accounting data.

3.3.2 Determinants of Accounting Software Characteristics

The second logistic regression model estimates the impact of selected variables on
the probability of businesses' accounting software adoption, and the analysis results are
shown in table 3.5. The software adequacy, software security and software timeliness
were found to have significant effects on the probability of accounting software
adoption. Other variables support, function, and price were not statistically significant.
Given the competitive environment in the software market, the prices have drastically
reduced, the functional models of accounting software have been perfected and the level
of support has been enhanced largely, hence there is no significant difference in price,
functional models and support among currently available software. Therefore, price and
software support are no more significant factors.

Table 3.5 Logit regression results for accounting software characteristics®

Variable B Std. error Sig. Exp(B)
ADEQUACY 2.686 1.152 0.020" 14.671
SUPPORT 1.435 0.907 0.114 4.198
FUNCTION 0.636 0.751 0.397 1.889
PRICE 0.602 0.839 0.473 1.826
SECURITY -2.673 1.332 0.045" 0.069
TIMELINESS 2.918 1.106 0.008™" 18.507
-2LogLLL 28.34

Cox & Snell R Square 0.52

Chi-square 34.03

Overall prediction rate (percentage 89.10

Source: self-projection
Note: * The dependent variable is 0=non-adoption, and 1=adoption.
* and **denote significance at the 5%, and 1% level.

As expected, the empirical data indicate that the software timeliness has a positive

influence on adoption of accounting software. Software updating to confirm to
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accounting standards is an important factor influencing adoption. In addition, the
software adequacy 1is significant and positively influences adaptation. Provided that
software meets the needs of the business it's likely to be adopted. The results revealed
the variable security is significant and negatively influences adaptation implying that
lower the software security higher the probability of the business adopting accounting
software. This outcome is due to the fact that currently available software has only a
password based security feature and requires a cheap hardware configuration. Higher
the safety features of the software, the investment on hardware and the software will be
high discouraging adoption. Therefore, in developing accounting software it is crucial to
incorporate comprehensive security features to ensure the safety of accounting data

without increasing expenditure on hardware and raising the accounting software's price.

3.4 Summary

The surveyed data confirmed low adoption rate for accounting software, thus, to find
the reasons, considering two sets of variables, the adoption of accounting software by
agro based enterprises in China were examined. The results revealed that manager's age
was negatively related to accounting software adoption, and the number of accountants
positively influenced level of adaptation. Furthermore, the accountant's education level
was found to be an important determinant of accounting software adoption. The age of
manager, the number of accountant and educational attainment of the accountant are
important characteristics likely to influence the level adoption of accounting software

by agro based enterprises in Heilongjiang province of China.
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Among the accounting software related characteristics, software adequacy and
software timeliness were positively related to accounting software adoption, while
software security negatively influenced adoption of accounting software. This implies
that it is crucial to ensure that the software is able to meet the needs of the enterprises,
developed with adequate security features without increasing the price of the software
and hardware requirements. Moreover, the software should be updated periodically to
ensure it confirms to the accounting standards. Therefore, the findings of this study have
important implications for software developers and vendors, as it has been demonstrated
in previous researches (Wen et al 2010; Wen et al 2011) on developing financial
accounting software and business analysis software for medium-sized and small

agricultural enterprise and state-owned farm in China.
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Chapter 1V Development of Financial Accounting Software

for Chinese Agricultural Enterprise

The bookkeeping contains a large of management information in respect of data, and
it plays an important role in making objective judgment on business management
(Sakuramoto 1998). Thus, to strengthen the management of enterprises, and enhance the
competitiveness, it is important to give due recognition to management of accounting
information. Accounting software is effective management tool of accounting, which
has been demonstrated in previous researches. And moreover, there is lot of accounting
software available in Chinese market at present. Most accounting software is suitable
for many kinds of industry, and process attention have been given to the common
characteristics among those kinds of industry while ignoring the unique characteristics
of each industry to some extent. For example, in respect of generating financial reports,
they only can generate balance sheet, income statement and cash flow statement that all
enterprises need, while specific financial reports for some industries are not possible to

generate.

Therefore, to assist agricultural enterprise in strengthening management of
accounting it is vital to provide special accounting software for agricultural enterprise.
Accounting software has been developed by us, which contains financial accounting
system and business analysis system (referring to figure 4.1). The financial accounting
system is a main component of accounting software, it not only deals with financial

accounting, but provides accounting data for business analysis system to perform
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analysis. Therefore, the objective of this chapter is to introduce the financial accounting
system according to characteristics of agricultural enterprises accounting. And the
functional modules will be listed one by one, moreover, the field effect of financial

accounting software will be discussed based on Company X assisting.

Set basic information ‘

[Financial | Keep accounts ‘
rjaccounting
system | — Manage financial reports ‘

Manage accounting
information ﬁHorizontal analysis

- Trend analysis }—*{ Vertical analysis

‘ammgos %upunooov‘

Financial . {Trend percentage ‘
statement Structure analysis ‘
analysis { Liquidity analysis ‘
Business Ratio analysis }—»{ Activity analysis ‘
— analysis SUCIETT ;
system {Profltablllty analySIS‘

Profit-volume chart ‘

Break even

. Unit contribution margin chart|
analysis

Standard mode CVP ‘

Figure 4.1 Main modules of accounting system

4.1 Introduction of Financial Accounting System
4.1.1 Modules and Use Procedure for the System
4.1.1.1 Use Procedure
At first, to explain the use procedure of financial accounting system an accounting
period is taken as a case. A flow chart shown in figure 4.2 demonstrates process of using

the system in detailed.
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Figure 4.2 Flow chart of financial accounting system for agricultural enterprise

1) The system starts.

2) The user enters the window for login. If the user inputs the right user name and
password, the user can log on the system and use the main functions, or else the system
will give the information of the wrong user name or the false password. If the times of

login exceed three, the system will exit automatically.

3) The user should set the system's parameters that are used by the system when the
system performs accounting calculation and generates the financial reports and

schedules.

4) After the user setting the system's parameters, the user can input the items of
accounting evidence and journal entry into the system. The system posts the accounting
evidences and then the ledger and subsidiary ledger are generated automatically. If the
debit and credit of the accounts are in balance, the system auto generates the ledger and
subsidiary ledger, or else the user must check the accounting evidences and journal
entry of this accounting period. Until find the mistakes and revising them, the posting

can be conducted.

5) At the end of accounting period, the system settles account and generates the
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financial reports and schedules automatically. If the system settles the account
successfully, the financial reports and schedules generate automatically, the accounting
data of this accounting period is saved into the historical database, and the system sets
the parameters for the next accounting period, or else the user must check and modify
the accounting evidence and journal entry again to find the fault, and do posting and

settlement once again.

6) The accounting period finishes.

4.1.1.2 Functional Modules
In this system, there are four main functional modules, such as, set basic information,

keep accounts, manage financial reports and manage accounting information as shown

in figure 4.3.
‘ Set basic information H User login H System parameters management H Accounting subject management ‘
‘ Keep accounts H Accounting evidence management H Post accounting evidence ‘
i
‘ Ledger and subsidiary ledger management‘
\
‘ Manage financial reports H Trial balance H Account settlement H Financial reports management ‘
‘ Manage accounting information Data backup and restore‘

Historical information management ‘

Figure 4.3 Main modules of financial accounting system for agricultural enterprise
Set basic information
At first, the user must set the basic information in the first module. The first module
is composed of user login, system parameters management and accounting subject
management. The user login is developed to manage the login name and password. The

original login name and password are provided by the system, after login into the
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system, the user can reset them. The system parameters management is developed to set
the accounting period, fiscal year, beginning date and name of the user, which are used
by the system performing accounting calculation and generating the financial reports
and subsidiary schedules. There are 12 accounting periods for each fiscal year in default,
that is to say, the system creates one accounting period per month for a total of 12
accounting periods in default. The system requires that 12 months constitutes one fiscal
year, but does not require that the fiscal year should begin in January and end in
December, thus not using the actual calendar year gives many enterprises an advantage,
allowing them to close their books at a time which is most convenient for them. And the
accounting subject management is to set the accounting subjects and balance for each
accounting subject in accounting beginning period, which are necessary to accounting
calculation. Accounting subjects' setting contains setting the accounting subject code,
capital of accounting subject, mnemonic code of accounting subject, accounting subject
category and balance direction for accounting subject. And according to the accounting
rule the system supplied the most essential accounting subjects that the user can neither
delete nor revise. However the user can add some accounting subjects to meet its
calculation need. For setting the balance for each accounting subject in accounting
beginning period, there are two situations: if it is not zero, the user just need to create it
under the first accounting period, it is completed by the system automatically, if it is
equal to zero, the user does not need to set it as it will by default set to zero
automatically. And then the system calls the Trial Balance automatically to test that the

debit and credit balances of each account.
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Keep accounts

The second module managed the accounting evidence, accounting entry, ledger and
subsidiary ledger. Because the accounting evidence is a source of keeping accounts and
main accounting information, this module is the system's core. Accounting evidence
management is developed to operate accounting evidence and accounting entry such as,
input, modify, delete, as well as be responsible for generating the data of cash flow
statement. In one accounting period, there are two ways to input the accounting
evidence, input accounting evidences at one time, and input them when the transaction
happens. Because each item of accounting evidence must correspond with one or more
accounting entries, while inputting the accounting evidence the user has to input
accounting entry related to it. Simultaneously, in order to generate the cash flow
statement, the system requires that the user points out that each accounting entry
whether it is related to the cash flow statement or not. Post accounting evidence is to
carry forward the accounting evidences, backup them and transfer them into the ledger
and subsidiary ledger. Ledger and subsidiary ledger management supplied the query
function. Because each item of ledger must correspond to accounting evidence, at the
same time, accounting evidence must coincide with one or more items of ledger, the
system supplied that when clicking an item in the window for ledger, the window for

accounting evidence queried would appear. Hence, this function retained the audit trials.

Manage financial reports
This module is composed of the Trial Balance, account settlement and financial
reports management. Trial Balance is to test the balance of debit and credit. Account

settlement is this module's core, which is responsible for that at the end of each
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accounting period, under the balance of debit and credit, close the current accounting
period, and transfer related information into the next accounting period, at the same
time to generate financial reports and some subsidiary schedules automatically, and save
the data as historical information. Financial reports management is to browse through
the financial reports and subsidiary schedules. In this system the financial reports are
composed of the balance sheet, income statement and cash flow statement, and the
subsidiary schedules are the supplement of the financial reports, which contains assets
diminution, depreciation of biological assets and farm produce, owner equity, value
added tax payable, book value of biological assets, allocation of profit and social charge
and discharge and so on. However, it should be noted that due to the complexity of
some subsidiary schedules, in this system, these schedules were generated
semi-automatically and semi-manually, such as asset diminution, depreciation of

biological assets and farm produce.

Manage accounting information

The last module was developed to manage data backup and restore and historical
information. To guarantee the data safety, the system supplied database backup and
restore. When the accounting data is changed, the user can use this function to save it.
In case of system failure trouble, the system can use the database restore to rebuild the
new data source, therefore, it can keep the accounting data from becoming corrupt or
lost. In addition, this system ensures compliance with accounting rules to ensure that
data should be stored for at least 15 years and in 15 years the user only have access

authority.
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4.1.2 System Setting in the Beginning Time

4.1.2.1 User Login

The privacy and security of accounting information is of the utmost importance, so

the system supplies a login window shown as figure 4.4 in order to guarantee the safety

of accounting information. That is to say, the user is able to start the system with the

right user name and login-password. The original user name and the password are

provided, however, the user can reset them after the user log on the system.

User name N

Login password

Login —

N ERER 3

RN

—

ArE. |

=3 |

=3 | SR 4/— Exit

Figure 4.4 Login window

A RIP SR T ERR , TiEE A Rt \i) ENE T AT FENBHRS!

(@)

(b)

Figure 4.5 Information of the wrong user name or the false password

If the user inputs the right user name and password, the system starts. Or else the

system gives the information of the wrong user name or the false password shown as

figure 4.5(a). If the times of login exceed three times, the system also gives the

information shown as figure 4.5(b) and exits automatically.

4.1.2.2 System Setting in the Beginning Time

The figure 4.6 shows how to carry out the system setting in the beginning time. Firstly,
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the system parameters' setting should be performed, such as the enterprise name,
beginning date of the accounting period and so on. Secondly, system setting covers
setting accounting subjects and balance for each accounting subject in accounting

beginning period.

The fiscal year

—

Accounting subjects

1
1
1
1
1
1
:
1
¢ e Balance for every
1
1
1
1
1
1
1
1
1
1
1

The accounting period

Beginning date of the accounting subject in

accounting period accounting beginning

period

_________________________

The enterprise name

—

Figure 4.6 Flow chart of the system setting in the beginning time

System parameters' setting

The user must set the enterprise name, beginning date of the accounting period, the
accounting period and the fiscal year for the first time. There are 12 accounting periods
in one year in default in the system, in other words, one month is one accounting period.

The window managing those settings is developed shown in figure 4.7.

After setting those parameters, the relating information is saved into the Access 2007
automatically. In new accounting period, it is unnecessary to set the information again

as long as that information is not changed by the user.

As a result of the variety of date format, as well as it is advantageous for the user to
input the date, the system supplies a calendar button in figure 4.7. Press this button, the

window shown as figure 4.8 will appear. In this window, the user completes inputting
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date by selecting the year, month and date instead of keyboard. At the same time, it can

avoid mistakes of entry.

- N BEBE A THREE X
iscal year
SVHER. |
Accounting period | \
2 +HAMR]:
. Rl /_ - | Calendar
Beginning date _\A‘+%q|"|ﬂ}F§ﬁ a9tk j
=7 Al =
Enterprise name _'\#\?:@: BT B |
B ‘| kH
es | B | B

Figure 4.7 System parameters' setting
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Figure 4.8 Date inputting window

Accounting subjects’ setting

The accounting subjects' setting contains setting the accounting subject code, the
capital of accounting subject, the mnemonic code of accounting subject, the accounting
subject category and the balance direction for accounting subject. The accounting
subject code is composed of figures and period, and the period is to distinguish the
different level of the accounting subjects. The capital of accounting subject is the simple
and abbreviated name for describing accounting subject by Chinese word, and the
mnemonic code of accounting subject is abbreviation for the capital of accounting

subject by Roma word, which is developed to help the accountant remember the
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accounting subject. The accounting subject category is divided into five types according
to the accounting rules. The balance direction for accounting subject represents the

balance for accounting subject in debit or in credit.

The accounting subjects supplied by the system are divided into five types: the cost,
the liabilities, the profit and loss, the profit and loss of the owner (referring to B section
in figure 4.9). The accounting subject code of each type is fixed, such as the accounting
subject code of the assets is from 1001 to 1999, and the first figure for accounting
subject code reflects its type. Likewise, the first figure for accounting subject code is 2,
3, 4 and 5 reflecting the liabilities, profit and deficit of the owner, cost as well as profit
and deficit respectively. So it reduced the tasks of inputting accounting subjects,
furthermore saved a lot of trouble with remembering the accounting subject code. For
each accounting subject, it can have its own subsidiary account, at this time the
accounting subject is called as the first-level account, and the subsidiary account is
called as the second-level account. By the same token, the second-level account can
have its subsidiary account called as the third-level account. In this system, using the
four digits stands for the first-level of accounting subject. Based on the first-level
accounting subject, adding a period and three digits represents the second-level
accounting subject, and based on the second-level accounting subject, adding a period

and three digits represents the third-level accounting subject.

For example, to explain the source of the production cost of the agriculture exactly
(its accounting subject code is 4102), four subsidiary accounts were introduced, such as

the crop production cost (4102.001), the forestry production cost (4102.002), the
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stockbreeding production cost (4102.003) and fishery production cost (4102.004).
Likewise, in order to reflect the composition of the crop production cost, it is random to
set its subsidiary account, such as corn production cost (4102.001.001). Now this
system only deals with the three levels of the accounting subjects, in the next stage of

development attempts will be made to handle the multi-level account.

The essential accounting subjects supplied by the system are not permitted to be
modified or deleted, but in order to refine and explain of the functions of accounts the
user can add the new account as their subsidiary account. Besides these accounting

subjects, the user can add any account according to calculation needs.

The figure 4.9 is developed to manage setting of accounting evidence. To develop a
friendly user surface unified layout is adopted in most windows of this system. Thus,
the figure 4.9 is taken as a case to introduce the function. The A section in figure 4.9
shows buttons, which are
the "First”, "Before”, "Next”, "End", "New”, "Modify", "Delete”, "Save”, "Cancel”, "Pri
nt” and "Exit"” in turn from left to right. The first four buttons control the arrow of grid
movement, the next five buttons help the user increase, modify, and delete the item of
accounting subject, and the last two buttons are in charge of the grid's printing and

exiting the window.
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Figure 4.9 Accounting subject
The system provides three types of queries for accounting subject (referring to C
section in figure 4.9), the first query covers results based on the accounting subject code,
the second query covers results based on the capital of accounting subject (also called
the accounting subject name), and the last query covers the accounting subject category

(also called the type of accounting subject).

The management of accounting subject, such as add new accounting subject, modify
the current subject, is capable of being completed in D section of figure 4.9. Press
the "Add"” button, the D section is activated, then the user inputs the new information of
accounting subject into the D section and saves it with the "Save” button. Likewise, if
the user wants to make alternation to the item of accounting subject, the user must use
the "Modify” button to activate the D section, accomplish modification of the

accounting subject and save it.
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4.1.3 Setting Balance for Each Accounting Subject in Accounting Beginning Period

The system requires that the balance for each accounting subject in accounting
beginning period should be set at the first accounting period. And in other accounting
periods, it is unnecessary for the user to set the balance for each accounting subject,
because the system accomplishes setting them automatically. Hence, this function can

save the user's time and is more convenient than the manual accounting.

In the window shown in figure 4.11(a), the user inputs the balance for each
accounting subject in accounting beginning period, and then checks the balance for
debit and credit. If the sum of debit and credit is equal, the account can enter the new
accounting period and keep booking. Or else the user must adjust the balance until it is
in balance. The flow chart shown in figure 4.10 explains how to use this window to set
the balance for each accounting subject in the accounting beginning period. We will

introduce the window in detailed as follows.

End of setting ‘

Figure 4.10 Flow chart of setting balance for each accounting subject in accounting
beginning period
Note:(---Is the account in the first accounting period?
@)---Is the accounting subject changed?
(®---Are the debit and credit in balance?
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It is necessary that the initial value of each accounting subject should be set when the

system first starts. After the balance for the credit and debit tested and in balance, the

setting finishes. If they are unbalance, the user is capable of checking the initial value of

accounting subjects with the function of trial balance until the user finds the faults, and

then set the balance again. Except the system starting first, if there is no change in

accounting subjects, the setting finishes after doing the trial balance. If the accounting

subjects are changed, the initial value will be set again, the balance for credit and debit

will be tested, and then the works of setting will be finished.
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Figure 4.11-a Setting balance for each accounting subject in accounting beginning period
Note: The A section shows the buttons, which are "Add", "Save", "Trial balance”, "Initialize the

book”, "print” and "Exit" in turn from left to right.
"Add"---add new item of accounting subject

"Save"---save the information of the grid after setting the initial value

"Trial balance"---check the balance for credit and debit

"Initialize the book"---activate the below grid and it is capable of the user setting the initial

vale

"Print"---print the below grid
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After setting balance for each accounting subject in accounting beginning period, we
can see the results shown in figure 4.11(b), as long as pressing the forth button in figure
4.11(b) the system saves all information into the below grid. At the same time, the
system also saves the information into the ledger and the subsidiary ledger. Before the
accounting evidence input into the system, the balance for each accounting subject in
accounting beginning period can be revised. If the user wants to modify them after
inputting the accounting evidence, the accounting evidence will be deleted. Therefore,

the user must set them and do the trial balance before inputting the accounting evidence.

The system supplies the Trial Balance to check the balance for debit and credit.
Pressing the third button in figure 4.11(b), the window of the Trial Balance will appear
in figure 4.12. There are two girds in the window of the Trial Balance, the gird A shows
the information of the accounting subjects with initial balance, the grid B displays
whether the debit and credit are in equal or not and the total sum of the debit and credit.
Therefore, if the debit and credit are unbalance, the direct results are reflected in the
grid B. Verifying the information of the accounting subjects set with balance in grid A,
the user is able to confirm the cause of unbalance simply, and then return to the window

for the management of accounting evidence to find the mistakes and make alternation.

The contents above mentioned have explained the constructions of the system setting
and how to use the system to accomplish the system setting. After the system setting
finished, the information of accounting evidence is capable of being input into the
system. The management of accounting evidence and journal entry in this system will

be demonstrated in following statements.
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Figure 4.11-b Setting balance for each accounting subject in accounting beginning period
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Figure 4.12 Trial balance
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4.1.4 Management of Accounting Evidence

Accounting evidence is main information of accounting management. It is a source of
the ledger, the subsidiary ledger, the balance sheet, the income statement and the cash
flow statement and so on. And it contains the sum for debit and credit, date, description,
variety of accounting evidence, number of accounting evidence and the name of a
person in charge and so on. The number of accounting evidence is unique, which is

relevant to the accounting rule.

There are many varieties of accounting evidence in each type of the business, but its
main elements are similar, such as the description, accounting subject name of debit,
accounting subject name of credit and sum. The figure 4.13 shows the sample of

accounting evidence, which is non-electronic.

Accounting evidence

i ] D MNo.:
Abstract Accounting subject name of debit Accounting subject name of credit Sum
Total sum:
Hatne: Mo, of a supporting docurnent:

Figure 4.13 Sample of accounting evidence

Source: self-projection

Because the accounting evidence is very vital for the account, the system and the
accountant must answer for the accuracy of the accounting evidence. As long as the
accounting evidence is accurate, the related accounting evidence saved into the system
is also correct. Thus, except the accounting evidence, the user also keeps the supporting

document for each item of accounting evidence. A supporting document for each
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transaction - like a receipt, invoice or signed authorization form, which is the evidence
that the details recorded in accounting evidence are correct. The information is saved in
the system for accounting evidence based on the supporting documents, and at the end
of the accounting period the accountant verifies the accounting evidence of the system
(called as E-accounting evidence) according to the supporting documents. However,
exceptionally, there is no supporting document holding up the accounting evidence, for
example, at the end of accounting period, the accountant must carry forward the balance

of some accounting subjects to the credit or debit of the corresponding accounting

subjects.
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Figure 4.14-a Management of accounting evidence

The figure 4.14(a) shows the system is how to deal with the accounting evidence. In
the system, the E-accounting evidence forms automatically after the user inputting the

information of the accounting evidence into the system. While inputting the item of
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accounting evidence into the system, the user must input the related journal entry/entries.
At the same time, in order to generate the cash flow statement automatically at the end
of each accounting period, the user should point out which item of journal entry is
related to the item/items of cash flow statement, thus, all items of the cash flow
statement generate automatically along with the accounting evidences and the journal

entries input.

How to use the management of accounting evidence to deal with the accounting
evidence and the related journal entry will be explained in detail as follows. On the top
of the figure 4.14(a), there are buttons that is the same with the buttons in figure 4.9, so
it is unnecessary to be mentioned again. The system provides query for accounting
evidence based on accounting evidence ID, accounting period and date. The query for

accounting evidence is capable of being operated in A section of figure 4.14 (a).

As for operation of the accounting evidence such as add new item of accounting
evidence and make alteration to current items of accounting evidence, the system
provides the function in B section of figure 4.14(a). After activating the B section it is
capable of inputting or modifying the item of accounting evidence. To explain the
operation method of managing the accounting evidence, adding new item of accounting
evidence is taken as a case. After the B section activated by the left fifth button, the user
can input the number of accounting evidence, kind of the accounting evidence, date, and
the name of a person in charge and so on by keyboard. In addition, the accounting
period and the sum for debit and credit are input by the system automatically. After

inputting each item of the accounting evidence, all information is saved into the system
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through pressing the left eighth button. As regards modifying the accounting evidence,
the detailed operation is similar with add new item of the accounting evidence, so it is
unnecessary to be mentioned again. As to the deletion of the accounting evidence, the
related item of accounting evidence should be selected firstly, then press the left sixth

button to delete it.

In addition, there are two girds in figure 4.14(a). The upper grid shows the items of
accounting evidences and the lower grid displays items of the journal entry, respectively.
Due to each item of accounting evidence correlating with an item or more items of the

journal entry, the contents in lower grid vary with the movement of the upper grid.

The system provides the management of journal entry in C section of figure 4.14 (a).
When the B section is activated, the E section is also activated. In E section there are
buttons in turn from left to right that control adding, modifying and deleting the item of
journal entry. The information for journal entry contains such as the description,
accounting subject of the debit, sum of the debit, accounting subject of the credit, sum
of the credit, the amount and the unit price. Press the left first button in E section, it is
capable of inputting an item of journal entry. When deleting or modifying the item of
journal entry, the system requires that the item of journal entry should be selected first,
then press the corresponding button in E section to perform operation of deletion or

modification.

In order to simplify the management of cash flow statement, the system provides the

functions in D section. The information for the cash flow is composed of the debit or
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credit and the item name of the cash flow. As long as the user points out that the current
item of journal entry belongs to the debit or credit, and indicates that it belongs to which
item of the cash flow in D section, thus, the data source of the cash flow forms and the

cash flow statement generates automatically at the end of accounting period.

;b 3]
W EER| « HiER| v TR v RER|( 0 s e % BE[L oo o we|gs e ge B
FEEE - TR -
=8 I FERS I £itHE J =k ; FERS ] ‘,%iiEn"L%J B j HIEEA =it ] TS ; tEAEt j AR ] Fit BBt ar J L%\IHK?Z
L — — — Lea AR - - - B — = —[HH - - = — = ] B - - - = ﬁl:%-—————%ﬂ————ﬁﬁ@ﬂ————@%ﬁ?———ﬁ&‘ s
3 000001 1 2007, 01. 02 3 B 276, 000, 00 278, 000, 00/ & I MR 1
000002 1 2007, 01. 02 1 EHL 150, 000. 00 150, 000, 00/ [=he R !
000003 1 2007. 01. 02 1 ez 20, 000, 00| 20, 000, 00| =5 W 1
000004 1 2007. 01. 02 1 e 70, 200. 00| 70, 200. 00| =5 ik !
000005 1 2007. 01. 03 T i 969, 500. 00 969, 500, 00) [SEE o WA !
000008 1 2007. 01. 03 1 R 0. 00 0,00 [Ets o R TE L
000007 1 2007. 01. 03 1 BT 200. 00 200. 00/ [Ste o BT ]
000008 1 2007. 01. 03 i 30 20, 000. 00 20, 000, 00, Bt o kA '
000008 1 2007. 01. 04 1 358 4, 000. 00 4, 000, 00) BiE S 3PN |
000010 1 2007, 01. 04 1 3 59, 000, 00 59, 000, 00 [=be Sl 3PN :
000011 1 2007, 01. 05 3 EHL 17, 550, 00 17, 550. 00 B Sl 3PN |
000012 1 2007. 01. 05 3 35 680. 00| 680, 00 25 RS |
000013 1 2007. 01. 05 T IR 3, 300. 00| 3, 300, 00| =S ik |
000014 1 2007. 01. 08 1 e 3,000, 000. 00 3, 000, 000. 00| [St= i ek A |
000015 1 B 2007. 01. 08 3 ez 83, 774. 00 83, T74. 00| =T RS 1
000016 1 i 2007. 01. 09 3 BiLd 46, 520. 00 46, 520. 00| e o BT |
000017 1 g 2007, 01. 09 4 BT 192, B80. 00 192, 880, 00) [Ste o TR |
000018 1 2l 2007. 01. 09 4 35 220, £20. 00| 220, £20. 00| [Ebe S 3PN 1
000019 1 2l 2007. 01. 09 6 35 365, ¢ 365, ¢0) [Ee o e 1
000020 1 2l 2007. 01. 10 5 35 11, 666, 00 11, 666, 00, [Ee o ks 1
000021 1 2l 2007. 01,10 3 ] 202, 548. 00 202, 548. 00 [=he ks 1
000022 1 2l 2007. 01,10 2 ] 117, 000. 00 117, 000, 00/ [=he Sl 3PN 1
000023 1 2l 2007.01.10 2 3 326, 000, 00 326, 000, 00 [=he R !
000024 1 2l 2007, 01.11 3 g 1, 500. 00| 1, 500. 00| [=he R !
000025 1 2l 2007.01.11 1 35 152. 00| 152, 00 [=he RS !
000026 1 B 2007. 01.11 4 ez 2, 392. 00| 2, 392. 00| [=t& I !
000027 1 B 2007. 01.11 2 ez 45, 000. 00| 45, 000, 00| [=b IR !
000028 1 A \ 2007. 01. 12 2 g 6, 536. 00 6, 596. 00| =5 wehhEhE |!
000025 1 X \ 2007.01.12 1 ez 100, 000. 0Q 100, 000. 00| o A !
000030 1 \ 7 2007. 01. 12 3 L 1,918. 20 1,918. 20 =5 W f
ARESHERER
wE fEATHE AR & HATE AR B HE Bt 15 /5 MEFEREEH Vi R
| \ \ \ | ] B | | e | e |
B = i< g & Ed- B |
TR 876, 000. 00 |
5101 FEALE A 650, 588. 30 16. 00 43,162, 39 j101)
2171, 001. 006 $HTIFEL 185, 401. T0 3101 |
|
|
|

AREATE b S R | 20071 mm

Figure 4.14-b Management of accounting evidence

After all information of the accounting evidence input into the system, the system can
form the E-accounting evidence shown in grid A of figure 4.14(b). The related journal
entries are presented in grid B of figure 4.14(b). Moreover, the grid B is changed
complying with the grid A. For example, when the current record of grid A is the first
one, the grid B shows items of journal entry corresponding with the first record of grid

A.

In order to simplify the operation for inputting the information of the accounting

evidence and journal entry, the system provided function of automatic input and
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automatic calculation as follows.

< Auto input

The "auto input” is only operated by the system, that is to say, it is not necessary for
the user to operate it and the user can't operate it. For example, the number, accounting
period, data, date format and the accounting subject name are input automatically, sum

for credit and debt is calculated automatically after an accounting entry input.

< Semi-auto input

The "semi-auto input” means that the user can entry information by the selections
provided by the system, or the user can input it instead of the selections. For example, in
the system, there are two methods to input date of accounting evidence, one is
automatic input when the day of accounting evidence input and the transaction
happening are same, while the other is manual entry when the day of transaction
happening is different from the day of accounting evidence input. Either automatic input
or manual input, the date format is yyyy/mm/dd, which is helpful to prevent the
inaccurate date form input. The sum for credit and debt is calculated automatically,
which not only ensures balance of debit and credit between accounting evidence and the
corresponding accounting entries, but saves time in calculation and avoids the
accounting calculation error. When inputting the accounting entry, the amount in
opposite is input automatically after one side between amount in debit and in credit is
input. The function has ensured the balance of debt and credit, save time and avoided

entry mistakes.

After the all accounting evidences of one accounting period are input into the system,
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the user is capable of verifying E-accounting evidence with supporting documents and
doing the Trial Balance, and then the user can post the accounting evidence with the
menu supplied by the system. In the following, we will introduce the system how to

post the accounting evidence simply.

Posting the accounting evidence is that the system brings the accounting evidences to
the ledger and subsidiary ledger, deletes all the accounting evidences of this accounting
period, saves the information into the historical database as source of the new
accounting period. After posting the accounting evidences, the user can't modify the
accounting evidence. So when push the menu of the posting accounting evidence, the
system will give the information shown as figure 4.15 (a) to avoid wrong operation.
After pressing "Yes” button in figure 4.15 (a), the system will give the information

shown as figure 4.15 (b).
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Figure 4.15 Information of posting the accounting evidence
The above statements have demonstrated the system is developed to manage
accounting evidence and journal entry. After all items of accounting evidences and
journal entry are input into the system, the ledger and subsidiary ledger will generate
automatically. Thus, how to manage the ledger and subsidiary ledger in the system will

be explained as follows.
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4.1.5 Management of Ledger and Subsidiary Ledger
4.1.5.1 Manage Ledger

The ledger serves as a complete record of all business transactions. All the daily
transactions of a business are classified, all similar transactions are brought together and
transferred to the debits and credits of each account in ledger. Thus, the ledger is a
classification and summarization of financial transactions and the basis for the
preparation of the balance sheet and income statement. The ledger also allows checking
the balance in a given account at a particular time. For example, the cash balance at the
end of the accounting period can be seen to determine whether the business has a cash
problem. Also the cash receipts and cash disbursements for the period are revealed in

looking at the cash account.

The system supplies a function for ledger query shown in figure 4.16 (a). The top
section of figure 4.16 (a) is the buttons whose functions are similar with buttons in
figure 4.9. The system provides query based on the accounting subject or the mnemonic
code in A section of figure 4.16 (a), and the query results are shown in the grid of D
section. If there is no condition of query, the grid displays the all entries of ledger shown
in figure 4.16 (a). The grid shows the change of debit and credit for each account in an
accounting period, so the window for management of ledger give an overview of an

accounting period.

In addition, in some accounting periods there is no change in sum of the debit and
credit for some accounts, so the system can hide some items of the ledger whose sum of

debit and credit is equal to zero shown in figure 4.16 (b). The B section is developed to
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grasp the variation of the ledger usefully. The C section shows the item count of the
query results. If there is no query condition, the item count is the count of the first-level
account except the second-level account and third-level of account. In this window it
also supplies the query function for accounting evidence, ledger and subsidiary ledger.
Because each item of the ledger must correspond to accounting evidence, at the same
time, accounting evidence must coincide with one or more items of the ledger, the
system fulfils that the window displaying relating accounting evidence will appear when
clicking an item in the window for management of the ledger. For instance, if the user
clicks the column of 1131 account in figure 4.16 (a)/(b), the result of query appears in
the window shown in figure 4.17. Hence, this function leads to easily find the result in

current window instead of entering the window of management of accounting evidence,

and saves time in query.
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Figure 4.16-a Management of the ledger
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Figure 4.16-b Management of the ledger
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Figure 4.17 Management of accounting evidence related to entries of the ledger
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4.1.5.2 Manage Subsidiary Ledger

A subsidiary ledger is a book of accounts that provides supporting details on each
transaction, the total of which appears in a general ledger controlling account. A
subsidiary ledger is not a part of the general ledger. Subsidiary ledgers are maintained

so that we may know the detailed information about each transaction.

The system provides management of subsidiary ledger shown in figure 4.18,
moreover the system also supplies query for subsidiary ledger, and the results are shown
in figure 4.19. The top section of figure 4.18 and 4.19 is the buttons whose functions are
same with the buttons in management of accounting evidence. The query function is
accomplished in A section of figure 4.18, at which the user can do the query according
to the accounting subject or mnemonic code. For example, the user inputs the query
condition, the account subject is 2171.002, the query results are shown as figure 4.19.
The B section displays the related item count of the query results. If there is no query
condition, the item count is same with the count of all transactions. In addition, the A
and B section in figure 4.19 are same with them of figure 4.18. The C section in figure
4.19 shows the accounting subject and capital of accounting subject related to the query

conditions after performing the query.

Therefore, in management of the subsidiary ledger the user can perform the query of
the subsidiary ledger to find the variations of single accounting subject and examine the

debit and credit related to each transaction.

The above statements are about how to manage the ledger and subsidiary ledger, and

in the following statement we will introduce the system how to generate the financial
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reports: balance sheet, income statement, cash flow statement and schedules.
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Figure 4.18 Management of the subsidiary ledger
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Figure 4.19 Query results about the subsidiary ledger
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Before introducing how to manage the financial reports, it is necessary to explain the
account settlement. The account settlement is charge of closing each account,
transforming the final balance to the new accounting period as the beginning balance
and generating the financial reports and schedules. In addition, it also sets the
parameters for the new accounting period automatically. The system provides this
function through the menu, so the user only clicks the menu and then the system will

carry out the account settlement.

4.1.6 Financial Reports

Financial reports (or financial statements) are formal records of a business's financial
activities which help investors understand a firm's financial history and financial
activities. These statements provide an overview of a business' profitability and
financial condition in both short and long term. Financial statements provide
information of value to company officials as well as to various outsiders, such as
investors and lenders of funds. Financial statements include an income statement and a
balance sheet, and often also include a cash flow statement. And based on different

business financial statements also include some schedules.

Therefore, the system supplies the three basic financial reports composed of the
balance sheet, income statement and cash flow statement according to the accounting
rule, and it also provides some schedules meeting the demands of agricultural enterprise,
such as asset diminution, depreciation of biological assets and farm produce, owner
equity, added value tax payable, book value of biological assets, allocation of profit and

social charge and discharge and so on. The system gets the data from the ledger and
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subsidiary ledger to generate the financial reports, and generates the financial reports
automatically. However, due to the complex of some schedules, the user must fulfill

some schedules by keyboard inputting according to accounting rule.

4.1.6.1 Balance Sheet

The balance sheet, also known as the statement of financial position or condition,
presents the assets, liabilities, and owners' equity of the company at a specific point in
time. The first part of a balance sheet shows all the productive assets a company owns,
and the second part shows all the financing methods (such as liabilities and
shareholders' equity). The total assets equal (balance) the sources of funding for those
resources: liabilities (external borrowings) and equity (owners' contributions and
earnings from firm operations). The balance sheet is used by investors, creditors, and
other decision makers to assess the overall composition of resources, the constriction of
external obligations, and the firm's flexibility and ability to change to meet new

requirements.

From the definition of the balance sheet, we can see that the balance sheet is very
essential for an enterprise. Therefore, the system supplies the balance sheet for each
accounting period to the user, and the information of the balance sheet generates
automatically, which releases the user from calculating it by manual. Additionally, the
system saves information of balance sheet into the historical database automatically.

The table 4.1 displays the balance sheet generated by this system.
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Table 4.1 Balance sheet
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4.1.6.2 Income Statement

Table 4.2 Income statement

e
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The income statement, also known as the statement of profit and loss, the

earnings

statement, or the operations statement, presents the details of the earnings achieved for

the period. The income statement separately itemizes revenues and expenses, which

result from the company's ongoing major or central operations, and the gains and losses

arising from incidental or peripheral transactions. When revenues and gains exceed

expenses and losses, net income is realized. Net income for the period increases equity.

The results of the firm's operating activities for the period as presented in the income

statement provide information that can be used to predict the amount, timing, and

uncertainty of future cash flows. This statement is useful to investors, creditors, and

other users in determining the profit ability of operations.

73



The system supplies the income statement for each accounting period to the user, and
the information of the income statement is generated by the system, which saves the
user's time in making out it by manual. Moreover, the system saves information of
income statement for each accounting period into the historical database automatically.
There are two models of the income statement: multiple-step income statement and
single-step income statement now. In China the enterprise often uses the multiple-step
income statement, hence, in this system, the model of the income statement is the

multiple-step income statement shown in the table 4.2.

4.1.6.3 Cash Flow Statement

Cash flow statement is a summary of a company's cash flow over a given period of
time. The statement of cash flows presents cash receipts and payments classified by
whether they stem from operating, investing, or financing activities and provides
definitions of each category. Information about key investing and financing activities
not resulting in cash receipts or payments in the period must be provided separately. The
cash from operating activities reported on the statement of cash flows must be
reconciled to net income for the period. The cash flow statement is used by creditors
and investors to determine whether cash will be available to meet debt and dividend

payments.

Therefore, the system provides the cash flow statement for each accounting period to
the user, and the information of the cash flow statement is gathered by the system,
which releases the user from calculating it too. Furthermore, the system saves

information of cash flow statement for each accounting period into the historical
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database automatically. The table 4.3 displays the window of cash flow statement

generated in this system.

Table 4.3 Cash flow statement

LR

= ihHR=203
G thll BEAY . HEIC N T 2y ] 20074E1 H PpA: TG

It H ITIR Al
. SENE A AR (I G YA b ¥ 0. 00
A R A, PR UE ST S5 WS 1 I 1 ¥ 1, 657, 294. 00
WAL B IR TS Bl IR A5 3 ¥ 0. 00
W 3 1y oAt 55 25358 W S AT DG I N G 8 ¥ 0. 00
LS A T 9 ¥ 1, 657, 294. 00
D) IZES e RZ T 55 S A I IR 10 ¥ 545, 466. 00
SCASTES T L K A BT S A 12 ¥ 84, 774. 00
SCAS IR 5 THURSE 2 13 ¥ 0. 00
SR L Ath, 5 28 38 B A AT G IR LG 18 ¥ 19, 116. 00
IS 2N T 20 ¥ 649, 357. 00
2578 3 ) P A R IV B VAR e 1A R 21 ¥ 1, 007, 937. 00
o BEBRWRB AR IS v R ¥ 0. 00
WAL [ 4% 0% T WAL 381 1 B0 22 Y 0. 00
HY A5 8 85 8L 35 T RS (1) 0L G 23 ¥ 0. 00
A AL pi R L TG Bt e RN LA A U % 5 T UAC TR TR I B v 25 ¥ 19, 848. 00
WAL ] 1y A, 5 % 2 vl S A DG I I < 28 ¥ 0. 00
AT 29 ¥ 19, 848. 00
Dy gt I i % e L G TS R e R A A DT Y P A IR I G 30 ¥ 444, 500. 00
BT S AT I I A 31 ¥ 100, 000. 00
SEASE A A 5 B e R B A O IS 35 ¥ 0. 00
B Rt/ WA AN AN 36 ¥ 544, 500. 00
B 7 STy Wit N § O B VR o /TR X R 37 ¥ -524, 652. 00
NN 510 SR Dk S O B\ e<vot /T ES ¥ 0. 00
W AT 3% o JT WAL 3] P L < 38 ¥ 3, 000, 000. 00
A SR IT WS 11 UL 46 40 ¥ 0. 00
W 1) 1) T At L5 28 W G B A S I I G 43 ¥ 0. 00
I 44 ¥ 3, 000, 000. 00
(22 i Avi 55 P S AT I I < 45 ¥ 200, 000. 00
S PO R L R AL AN RIS IT S AT R I G 46 ¥ 4, 598. 00
SCAS R oAt 5 55 0 B S AT DG I N S 52 ¥ 0. 00
IS v 2N T 53 ¥ 204, 598. 00
S5 W I A AR R BV G YA e 4 R 54 ¥ 2, 795, 402. 00
PU L Y1338 AR 3 X)L G 11 S ) 55 ¥ 0. 00
T A P S VR B Y e 56 ¥ 0. 00
7N I Ry I G S A 1 B i 57 Y 3, 278, 687. 00
b 78 2 kL ¥ 0. 00
1. B 4 A 30 R T A 458758 3 2 B G e B 58 ¥ 0. 00
1 R 59 ¥ 0. 00
In: TP B R I UE P 60 ¥ 0. 00
[l 5z % P = YT IH 61 ¥ 0. 00
Jo I % = P4 62 ¥ 0. 00
A U A P Bl P i 4 63 ¥ 0. 00
Ap e e ks> (ke B9 64 ¥ 0. 00
Tode e BN (ol gk > 65 ¥ 0. 00
A ] i R L G B R LA A B R e i O (Ul WES D 66 ¥ 0. 00
[iti] S 2 R e 4 O 67 ¥ 0. 00
55 2 68 ¥ 0. 00
PEREI s (k. UL EE D 69 ¥ 0. 00
2 GE L GKDEI0L (Yl I 70 ¥ 0. 00
AEDT gk gk D 71 ¥ 0. 00
2B PN IO H i gk (ol 38900 72 ¥ 0. 00
e B PENVATIOUE 3N Yk gk D 73 ¥ 0. 00
At 74 ¥ 0. 00
e e Dt S OB vt/ T e R 1 75 Y 0. 00
2. ANYY Ko IS W S T P RN S8 R iE 2)) - ¥ 0. 00
A5 55 5 S BEAS 76 ¥ 0. 00
—— 4 Py B I A Fe 3 2N W) i S5 77 ¥ 0. 00
Ft T RN ] a2 2% 78 ¥ 0. 00
3. W R UL ST A 1 G N i 2 ¥ 0. 00
B A B 2 B N 79 ¥ 0. 00
A A OB S ) 80 ¥ 0. 00
I IR SR H S AR S 81 ¥ 0. 00
Ve A e vk AN /N O B Al A a1 82 ¥ 0. 00
I G N I < S5 A A 3 N 83 ¥ 0. 00

75




4.1.6.4 Schedules

Based on the definitions of the balance sheet, income statement and cash flow
statement, they reflect the situation of the enterprise in different degree and level, each
of them is very essential for the enterprise. However, except them, there are important
schedules that are the supplement and explanation for the financial reports, such as asset
diminution, depreciation of biological assets and farm produce, owner equity, added
value tax payable, book value of biological assets, profit allocation and social charge
and discharge and so on. The allocation of profit schedule and social charge and
discharge schedule are the supplement for the income statement, and the other schedules

are the supplement for the balance sheet.

During the development, in order to ensure the system's application, the appearance
of each schedule is developed similarly, thus, we only take the widow of the allocation

of profit schedule as a case to explain the schedules' function and how to use it.

The profit allocation schedule reflects that the net profit of this accounting period and
undistributed profit of last accounting period are how to allocated in business, it is the
supplement for the income statement and explains the allocation of the income
statement. The profit allocation schedule provided by this system is shown in figure
4.20 (a). The buttons in section A of figure 4.20 (a) and (b) are the "Derive
data”, "Calculate”, "Save”, "Print”, and "Exit” from left to right in order. The section B

in figure 4.20 (a) and (b) shows the content of the profit allocation schedule.

The last two buttons is designed to print the schedule and exit the current window

respectively. Because the data of this schedule is composed of the direct data and
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indirect data, so the first button developed in the system to get the direct data, the other
data must be filled by the user. Therefore, press the first button, the change will appear

in the section B of figure 4.20 (b).

Besides, the data of the forth row is from summarizing the first row, second row and
the third row in the profit allocation schedule according to accounting rule, so the
system provides the second button in section A to the user for calculation. If the user
presses the second button, the change will appear in section B of figure 4.20 (c). In
addition, the function of the second button varies with the different schedule, which is

based on the accounting rule. But its primary function is to perform calculation.
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Figure 4.20-a Window of the profit allocation schedule
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Figure 4.20-b Window of the profit allocation schedule
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Figure 4.20-c Window of the profit allocation schedule

Because the system is capable of transforming this schedules into text file, the
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function of third button is a little different from the ever "Save” button in the system. If
the user presses it, the system gives a window shown in figure 4.21(a), where the user
inputs the file name and saves it. After the system saves the file according to the user's
order, the system gives a window of the information for saving file successfully, as

shown in figure 4.21(b).
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Figure 4.21 Information of saving the schedule
On the whole, the management of financial reports and some schedules in this system
has been explained. In the following, we will introduce the system is how to manage the

historical information.

4.1.7 Backup and Restore of Accounting Information
4.1.7.1 Database Backup

According to the accounting rule, the accounting information must be kept for 15
years, thus the system provides function of the database backup and database restore. In
addition, the database backup and database restore can guarantee the accounting data
safety. When the accounting data is changed, the user can use this function to save the
data. If once the system falls into the trouble, the system can use the database restore to
rebuild the new data source, therefore, it can keep the accounting data from being

broken.

If the user presses the menu of database backup, the window of the database backup
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will appear shown in figure 4.22(a). After the user selecting the disk device and the path,

we can see that the section circled by the red line in figure 4.22(b) displays save path.

If there is a file in the place where the user wants to do the database backup, the
system will give the information shown in figure 4.23 (a) to ask whether use the new
file instead of the former file. After the system performing the database backup
according to the user's order, the system presents a window of the information for

saving file successfully, as shown in figure 4.23 (b).
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Figure 4.22 Window of database backup
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Figure 4.23 Information of database backup
4.1.7.2 Database Restore
If the user presses the menu of database restore, the window of the database restore
will appear shown in figure 4.24 (a). After the disk device, the path and the file selected,

the results are shown as the section circled by the red line in figure 4.24 (b).

In order to avoid the fault when restoring the database, the system will give the
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information shown in figure 4.25 (a) to warn the user. After the system carrying out the
database restore according to the user's order, the window of the information for

restoring file successfully will appear, as shown in figure 4.25 (b).
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Figure 4.25 Information of database restore

4.1.7.3 Management of Historical Information

The management of historical information is composed of the two modules: the
information query and information delete. The user can do the query based on the fiscal
year, accounting period, and the object name in the window shown in figure 4.26 (a).
When the query object is the ledger or subsidiary ledger, the user can do the detailed
query, that is to say, the user can perform the query related to the accounting subject of
ledger or subsidiary ledger. Besides, the user can delete the information in the window

shown in figure 4.26 (b).

In order to avoid the fault when deleting the accounting information, the system will

give the information shown in figure 4.27 (a) to warn the user. After the information
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deleted, the window of the information for deleting successfully will be shown as figure

4.27 (b).
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Figure 4.26 Management for historical information
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Figure 4.27 Warning information of management of historical information

On the whole, the above statements have indicated the main functions of this system:
after the user inputting the information for accounting evidence into the system, the
system can generate the ledger and subsidiary ledger. Moreover, the system can auto
generate the balance sheet, income statement, cash flow statement and some schedules.
In order to guarantee system safety, the system provides the database backup and
database restore. Similarly, the system supplies management for historical data based on
the agriculture enterprise accounting rule. In the next part the application effect will be

demonstrated.

4.2 Application Effect of Financial Accounting System

4.2.1 Description of Application Object

Company X is a soybean processing agricultural enterprise that was converted into
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private enterprise in the middle of 1990s, and then used the computer to manage the
accounting information. Now Company X is using the Ufida to keep accounts. As the
Ufida can not generate its specific financial reports, the manual bookkeeping is still
reserved. First of all, set the system parameters. That is, Company X used 12 accounting
periods per year, the account started from January 1st, 2007. The figure 4.28-4.37

showed the results of the first accounting period.

4.2.2 Set Accounting Subjects

For Company X, the accounting subjects provided by the system are sufficient, and
the accounting subjects of current fiscal year are same as the previous fiscal year's, so
these accounting subjects were used directly without any changes as shown in figure
4.28. It saved the user time in accounting subjects input. Using the treeview to display
five types of accounting subjects in left side is very distinct, and it is convenient to
operate them in right side.
4.2.3 Set Balance for Each Accounting Subject in Accounting Beginning Period

As to Company X, the accounting period started from January Ist, 2007, so the
opening balance for all accounting subjects of the first accounting period of 2007 is the
value end-of-period value of 2006. In this way, the end-of-period value of 2006 as the
opening balance for accounting subjects of the first accounting period of 2007 was input
into the system, and the results is shown in figure 4.29. From the second accounting
period the opening balance for all accounting subjects was set automatically by the

system, so it saved a lot of time in set balance and avoided input error.

4.2.4 Input Accounting Evidence

For Company X the accounting evidences were input when the transactions happened
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as shown in figure 4.30. The accounting evidences contains the items, such as, the
number of accounting evidence, sum for debit and credit, description, date, kind of
accounting evidence, and the name of a person in charge etc. And these items are
capable of describing the transaction of Company X exactly. There are only three items
need to be filled by manual, and the other items are entered by choice or input
automatically. For instance, after inputting the accounting entries, the corresponding
sum for debit and credit was input by the system. Hence, the system simplified the enter
work so that shorten the time of keeping accounts, and owing to automatic input and
choice, it avoided mistake resulted from data input to some degree. As to generating the
cash flow statement, Company X usually uses its current software to calculate each item
of the cash flow statement at the end of accounting period. In this system, while
inputting the accounting evidence whether the each item of accounting entry record is
related to the cash flow statement or not has already been recorded, so it is unnecessary
that search for the accounting entries corresponding with the cash flow statement, which

reduced the calculation task of end-period. All these entries are depicted in figure 4.30.

84



HE X

w0 2| o bR » FiER| o EER| O ] B we| ) ME| L oo| o |G e ge |
T Ty HEx
= FEAID FEHEMR FEZRI FE R FEERR BhiEES FHEER ARELATA [
o s —JJ I I I e F | R Bl |
2111, P ESR — T 3 - TESED
- g g g B g g 1
|| 21ea. Erid ks » z-l‘LOE[lﬁﬂ il gg}?{ﬂ T’ﬁ-‘lmw - 1
|| 2o T Z111 TR YFPJ RiRE e
| 21d1. fheEmTRER z121 o IR YFZE il B
2151 R TH 2131 TREEED T5ZE il b
Y 2155, FrrdiE R 2141 TREH T AR DESFE il B
™Y 2161, B 2151 TR YFGL iR B
i Q e iy 2153 AT TIFLF AR B
2116, bR 2161 R AR YFGL ﬁ»; B
o Py 2171 RSt P 7157 ol = T
| sl AR 2171. 001 BECHE{ER YZZZS HiRE G
|| 2183, B ERRT 2171. 001. 001 TR JXSE MR A
|| 21 FREEE 2171. 001. 002 EEHE e MiRE B
|| 2201 iR fyiE 2171. 001. 003 [FE R IOEEDL ICHJZZ5 RiRE A
2211, Fii G iR 2171. 001. 004 BRI JMSE iR B
Y 201, EaE TR b 2171. 001. 005 o T30 P P e 5 CEDJNICFTN MRS B
w20 2001 KIBIEE 2171. 001, 008 R ZESE iR B
o[ 231, GBS 2171. 001, 007 HEETR CETS iR B
i 3 vz, KmmiE 2171. 001. 008 TR JESEZC ol = b
= : 2171, 001. 008 [FEHETUEER ZCDIZES ol v
L 2331, TR, 2171. 002 BB LA YITYS AR A
2171. 003 R SEVR S YIIFS HiRZE v
2171. 004 BEECHRRAR YIZTS HiRE b
2171. 005 EZERRIEA ¥1SDS MR B
2171. 006 [ 38 TR ETR YITDZZS iR B
2171. 007 FEEE £ TICSYHTSS fiRE A
2171. 008 SR PR TIFCS AR B
2171. 008 [T TSTDEY MR B
2171. 010 [ L 2R T ICCSYS MR B
2171. 011 [N s ¥ JGRSDE RESE BT
2171. 012 Etidin:d WIZZS k2= B
2176 HHREoE QTYIE iR B
2181 H Rt QTYFE AR B
2183 ERpEd itz ¥FITHCE RiER B
2191 TEEA YTFT AR B
2201 R HE DZICIZ AR b
2211 itk TIFZ AR b
2221 R ERE ERE DZITNCE iR v
2301 R COJE iR v
2301. 001 —F A EIHEH A YRRDQDCQTE R v
2501. 002 —EEFHAR A YRHDQDCQTK ol B
2311 I D d TFZ0 MR B
2311. 001 —F I EIHRT R AT RS TNNDODYFZO ik B
2311. 001, 001 TRIFETE Zanz RiRE A
| @ R £ e v s o
AREAE TP EAVHE F2f | co0TeEsEiEg m
Figure 4.28 Setting accounting subject
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Figure 4.29 Setting balance for every accounting subject in accounting beginning period
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Figure 4.30 Accounting evidence management
4.2.5 End of Accounting Period Calculations
As to Company X, the ledger, subsidiary ledger, the three basic financial reports and
subsidiary schedules are essential for it that were generated automatically at the end of
accounting period as shown in figure 4.31-4.37. These automatic generations made
complicated work simplify, avoided a posting mistake and a calculation mistake, and
had much effect on labor-saving. It is more important that some schedules generated

automatically simplified their works.
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Figure 4.31 Ledger management
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Figure 4.32 Subsidiary ledger management
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Figure 4.35 Cash flow statement
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4.2.6 Discussion

Based on the effect of application, it was concluded that the software was capable of
managing accounting subject, the accounting evidence and accounting entry simply and
conveniently, data processing was faster and more accurate than manual accounting, the
financial reports were complete and reduced the tasks of accounting calculation. And
after the software applied to the enterprise, there are some influences on the financial

accounting management as following:

Run the system without high requirement of operating environment it reduced the

economic burden of the enterprise.

Enter into the system directly and deal with the transactions without too many
settings in beginning period such as set customer relationships, set purchase and sale,
etc. Hence, for keeping accounts it was capable of simplifying the user's work greatly,
and as to the software training, it was unnecessary to spend too much time to remember

how to set in the beginning period.

Generate the financial reports and some schedules automatically.

This software was tested with the survey accounting data cooperating with Company
X. It was said that the software was capable of managing accounting subject, the
accounting evidence and accounting entry simply and conveniently, data processing was
faster and more accurate than manual accounting, the financial reports were complete
and reduced the tasks of accounting calculation. It was more reasonably and effectively

while complying with the latest accounting rules. This system being simple to operate,
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free after-service and less expensive is expected to be acceptable by the Chinese

agricultural enterprises.

4.3 Summary

The financial accounting system was developed by utilizing the software
development languages Microsoft Visual Basic 6.0 and the database Microsoft Access
2003/2007, with the operating system of Microsoft Windows XP/Vista. The two
development tools demand for cheap computer configuration, which is helpful for
facilitating the widespread use of software. Company X assisted us to apply the system,
the effect of the system has been demonstrated, and alternation was made to the

deficient sections of the system.

After application, it was concluded that the software was capable of managing
accounting well, having simple data entry, data processing was faster and more accurate
than manual accounting, the financial reports were complete and reduced the tasks of
accounting calculation. And in next chapter the same contents of business analysis

system will be provided.
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Chapter V Development of Business Analysis Software for

Chinese Agricultural Enterprise

Business analysis can enhance the corporate managers' understanding of business
situation in order to facilitate improved decision (Du and Cheng, 2007). It covers a wide
field, such as focuses on understanding the needs of the business as a whole, its strategic
direction, and identifying initiatives that will allow a business to meet those strategic
goals. Thus, the business analysis in this research is limited to financial statement
analysis and break even analysis for product. The financial statement analysis is
performed to analyze balance sheet, income statement and cash flow statement, give a
summary of previous business management, and provide references for manager
making strategic decisions. While the break even analysis is performed to understand
the interrelationships among cost, volume and profit, and provide important
management information for decision making in areas such as production, marketing

and product development.

Although there are remarkable progresses in development of computer technology,
promotion of its application and accounting software, there is few business software
available on the Chinese market as it is not mandatory for the enterprises to use
software to perform business operations. Moreover, the current software packages lack

comprehensive business analysis features except simple business analysis features.

Therefore, the main objectives of this chapter are to introduce main modules of the

business analysis system and how to use them, finally summarize and discuss its field
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effect.

5.1 Introduction of Business Analysis System

5.1.1 Main Modules and Use Procedure for the System

5.1.1.1 Use Procedure

N+

Starte FS analysis+

h 4

End+

7

Break even analysis+

L

Input product informations+

Figure 5.1 Flow chart of business analysis system
Source: self-projection

Note: FS---Financial statement, PI---Product information, DB---Database.
The flow chart shown in figure 5.1 demonstrates the process of using the business

analysis system to perform business analysis in detailed.

1) The system starts.

2) The user enters the window for login. The user can log on the system and use the
function modules with the right user name and password, or else the system will exit

automatically when the times of login exceed three.

3) There are two function modules, financial statement analysis and break even
analysis. When there are data in financial statement database, the module of financial
statement analysis can be activated, likewise if the database of product information is

vacant, the module of break even analysis can't work.
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4) The system finishes.

5.1.1.2 Main Modules

The focus of the system is on carrying out analysis for financial statement and
products, hence, there are two function modules for this system, financial statement
analysis and break even analysis respectively referring to figure 5.2. The financial
statements generated by financial accounting system are automatically used for the
financial statement analysis in the process of business analysis. While the production
related data necessary for break even analysis needs to be input into the system by the

user (The system provides a window for managing the product-related information).

—| Horizortal anelysis |
Trend andysls  |ote] Verticd andyds |
—-| Trend percentage |
—-{ Fnandal statement analysis Structure analyas |
—-{ Ligudity analyas |
Riatio analysis | =~| Activity andlysis |
Business analysis system|—- _'| Frofitability anzlysis|
 Profit-volume chart |
—-I Break even analysis -1 Uit contn bution mmargin charl:|

- Standard raode CVP |

Figure 5.2 Main modules of business analysis system
Financial statement analysis
In this system, there are various methods used to reflect the viability, stability and
profitability of a business, such as ratio analysis, trend analysis and structure analysis,
and the last two methods are specific to the proposed system. The structure analysis and
trend analysis cover different analysis classifications based on the financial statements.
For example, in case of structure analysis, the structure analysis for income statement

includes the analysis for operating profit, profit and net profit, the structure analysis for
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balance sheet is composed of overall structure analysis and analysis of assets and
liabilities, as well as the structure analysis for cash flow statement covers the analysis
for cash inflows, cash outflows and net cash flows. While in trend analysis, the
horizontal analysis, vertical analysis and trend percentage are performed for balance
sheet, income statement and cash flow statement. Moreover, the ratio analysis covers
liquidity analysis (short-term and long-term), activity analysis and profitability analysis
in order to show the changes in the financial condition of the business and highlight the

factors related to the business.

All analyses are carried out by comparing of one or more years' financial data and are
showed appearing on chart and grid in percentage form as well as in monetary unit
(Yuan). Each analysis provides two outputs. One output shows results of 12 accounting
periods related to one fiscal year, other output illustrates results of the corresponding
accounting periods of 3 years, 5 years, 10 years and 15 years. In addition, it is capable
of presenting the explanations of analysis result, such as the standard value, assessing

the effect of the ratio’s change on corporate management.

Break even analysis

Break even analysis is an important tool in many business decisions as it is useful for
corporate managers to calculate the break even point (BEP) and understand the
interrelationships among cost, volume and profit. There are three types of
cost-volume-profit (CVP) graph provided in this system as presented in figure 5.1. All
the three types of CVP graph are capable of showing BEP. The relationships among

sales price, total costs, fixed costs, profit and volume can be expressed graphically by
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preparing a standard mode CVP graph, while the unit contribution margin chart and
profit-volume chart demonstrate interrelationships among sales price, total costs, unit
contribution margin, variable costs, profit and volume, and interrelationships among
units, revenue and profit respectively. In addition, the unit contribution margin chart
highlights the profit which is computed as contribution margin minus fixed asset, while
the profit-volume chart puts emphasis on illustrating the number of units and the
revenue simultaneously when the break even point is reached. The last two types of
CVP chart are unique features of the system. The system can show the analysis for each
product in three charts, and illustrate the profit, loss, BEP in every graph, and assess the

effect of changing prices, sales volume and costs on profits.

5.1.2 Product Information Setting

In this system, it is necessary that there are two kinds of data while performing
business analysis. As the financial accounting system provides the financial statements
for this system, the production related data necessary for break even analysis needs to
be input into the system by the user, thus the system provides a window for managing

the product-related information shown as figure 5.3.

The product-related data necessary for break even analysis are composed of sale price,
volume, profit, fixed cost and unavailable cost. When the product information is saved,
the system assigns each product a unique product ID automatically. Sales revenue,
contribution margin and contribution margin rate are calculated by the system based on

product-related information.
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Figure 5.3 Management for product-related information

In this window, the management for product-related information mainly includes
following features, add new product-related information, modify, delete and print the
existing product-related information. The system provides 4 buttons to perform those
works, "add” button, "modify” button, "delete” button and "print” button shown in A
section of figure 5.2 from left to right in turn. In addition, the system also provides
a "save” button to save the product-related data into the database. While the system
performs saving work, the sales revenue, contribution margin and contribution margin
rate are also calculated and saved simultaneously by the system. The grid (referring to B
section of figure 5.3) shows all products information after the user completing the
inputting work. Likewise, the grid is also developed to deal with the information, such
as, delete or modify the item of product-related information. Whether delete or modify

the system requires that the operating object of the user is the item selected, that is to
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say, before perform the work for deleting or modifying the item of product-related
information it should select the relating item of product-related information, and then

press the button to finish the operation.

5.2 Financial Statement Analysis and Field Effect

The financial statement analysis is performed to analyze the balance sheet, income
statement and cash flow statement, which mainly covers ratio analysis, trend analysis
and structure analysis. The trend analysis is facilitated by displaying changes of
accounting items between years in real number and percentage form, identifying key
factors that have effected changes and how the changes will influence on future's
development. Trend analysis includes vertical analysis, trend percentage and horizontal
analysis. Vertical analysis displays changes between years in real number as well as in
percentage via calculating each accounting item as a percentage of a reference item in
the same financial statement. Trend percentage shows changes between years in real
number as well as in percentage via calculating each accounting item in financial
statements of other consecutive years as a percentage of the same item in financial
statements of a reference year. Horizontal analysis provides periodic fluctuations in the
form of real numbers and percentages between years via dividing each accounting item
of a particular year by the same item in the following year. While in structure analysis
each item is stated as a percentage of some total of which that item is a part, key
financial changes, trends and relationships among each item of financial statement are

highlighted, which enables to have a clear understanding about the financial status of

99



the business. Structure analysis covers different analysis classifications based on the

financial statements.

5.2.1 Using Method for Financial Statement Analysis

As mentioned above, all analyses are carried out by comparing of one or more years'
financial data and are showed appearing on chart and grid in percentage form as well as
in monetary unit (Yuan). Each analysis provides two outputs. One output shows results
of 12 accounting periods related to one fiscal year, other output illustrates results of the
corresponding accounting periods of 3 years, 5 years, 10 years and 15 years. Thereby,
during development of financial statement analysis the same design is adopted in

window layout to simplify the user’s work and ensure operation easily.

Therefore, to demonstrate how to use the various analyses the window of the current
ratio analysis shown in figure 5.4 is taken as a case. In this window, there are two
outputs for the current ratio analysis. One output shows results of 12 accounting periods
related to one fiscal year, other output illustrates results of the corresponding accounting
periods of 5 years, 10 years and 15 years. This work can be operated in A section. The
starting fiscal year and accounting period can be input or selected in B section. And in C
section the system provides the liquidity ratio analysis by listbox, in which there are
various analysis methods listed. In addition, it is capable of presenting the explanations
of analysis result, such as the standard value, assessing the effect of the ratio's change
on corporate management as shown in D section. The analysis results are presented as
two forms, the grid and chart as shown in bottom side and right side of figure 5.4. Thus

the user selects the item in A section, inputs beginning fiscal year and select the
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accounting period in B section, and at last the analysis results will be shown in D
section, grid and chart after the user selecting the method of the liquidity ratio analysis

will display in C section.

5.2.2 Financial Statement Analysis and Application Effect

Assistance was obtained from a soybean processing enterprise in the process
developing the financial accounting system and business analysis system. This enabled
us to perform the business analysis without inputting data related to financial statements.
Thereby, to demonstrate the field effect the soybean processing enterprise is still taken

as a case.

5.2.2.1 Ratio Analysis

Ratio analysis of financial statements is to use the same number of important items of
financial data over a period to make comparisons. It provides a profile of a business, its
economic characteristics and competitive strategies, and its unique operating, financial
and investing characteristics. Thus, the analysis methods vary with different purposes of
financial analysis. In this system, the ratio analysis of financial statements are provided
with a view to assisting corporate managers to make intelligent investment and credit
decisions, it includes the liquidity analysis, activity analysis and profitability analysis

respectively.

1. Liquidity analysis

Liquidity analysis is to measure the adequacy of a business's cash resources to meet
its cash obligations. There are two methods to measure of the business's ability of
companies to refinance maturing debt in this system, short term solvency and long term

solvency. Short term solvency ratios attempt to measure the ability of a business to meet
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its short-term financial obligations. In other words, these ratios seek to determine the
ability of a business to avoid financial distress in the short-run. The short term solvency
covers current ratio, quick ratio and cash ratio. While the long term solvency ratios
assess the performance of funds invested in a business for a longer period of time, and
they includes asset to liability ratio, debt to equity ratio, owner's equity ratio and interest
coverage.

(1) Short term solvency

Current ratio

As one important ratio of short term solvency the current ratio reflects the company's
ability to pay its due current liabilities using cash from liquid assets in short term. It is
an indicator of the company's financial stability, technical solvency and the strength of
working capital. The high current ratio is an indication that the company is liquid and
has the ability to pay its current obligations in time and when they become due. The low
current ratio represents that the liquidity position of the company is not good and the
company is unable to pay its current liabilities in time without facing difficulties. The
analysis shown in figure 5.4 reveals that the current ratios for five consecutive years are
above the standard value of 2:1 despite the declining trend. This implies that the
liquidity is high due to excessive capital investment in the current assets, however, it

could have implications on company's profitability and long-term development.
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Figure 5.5 Quick ratio analysis
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Quick ratio

Quick ratio attempts to measure the ability of the company to meet its obligations
relying solely on its more liquid current asset accounts such as cash and accounts
receivable. The analysis shown in figure 5.5 reveals that the quick ratios for five
consecutive years are above the standard value of 1:1 despite the declining trend. The
high quick ratio implies that the firm has too much of monetary assets, and it may lose
some profitable investment and profit opportunities. However, this is obviously a good

position for the firm to be in. It could meet its short-term debt obligations with no stress.

Cash ratio

Cash ratio is an indicator of a company's liquidity that further refines both the current
ratio and the quick ratio by measuring the amount of cash, cash equivalents or invested
funds there are in current assets to cover current liabilities. The cash ratio is the most
stringent and conservative of the three short-term liquidity ratios (current, quick and
cash). 20% -40% is considered the best value of cash ratio for a business. The cash ratio
only looks at the most liquid short-term assets of the company, which are those that can
be most easily used to pay off current obligations, and it also ignores inventory and
receivables, as there are no assurances that these two accounts can be converted to cash
in a timely matter to meet current liabilities. The analysis shown in figure 5.6 indicates
that the cash ratios for five consecutive years with declining trend, especially the ratios
of the last three years are very lower than 20%. Yet, very few companies will have
enough cash and cash equivalents to fully cover current liabilities, which aren't
necessarily a bad thing for the company, it just supplies the company with a reference in

structure of cash and cash equivalents to current liabilities.
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Figure 5.6 Cash ratio analysis

(2) Long term solvency

Fixed ratio

Fixed ratio is the ratio of fixed assets to equity, which reflects that how much of its
own capital is used to purchase the fixed assets and detect whether the excessive
expansion of fixed assets. The analysis shown in figure 5.7 reveals that the fixed ratios
for five consecutive years are lower than 1 with the ascending trend. This implies that
the problem doesn't exist in capital or excessive growth of fixed assets, and the
long-term solvency, future solvency and fixed assets won't be affected by the lack of

capital or excessive growth of fixed asset.
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Debit ratio

Debit ratio indicates the relative proportion of a company's total debt to its total assets.

Figure 5.8 Debt to equity ratio analysis
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It also reflects the stability of the business in financial situation. The low ratio also
indicates that there is no greater risk associated with the company's operation. The
analysis (shown in figure 5.8) reveals that the debt ratios for five consecutive years are

lower than 1, which means that the company has more assets than debt and most of the

company's assets are financed through equity.
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Figure 5.9 Owner's equity ratio analysis
Owner equity ratio

Owner equity ratio attempts to reflect the long-term financial situation and long-term
business solvency with the relative proportion of equity used to finance a business's
assets. It is a good indicator of the level of leverage used by a business. A low equity
ratio is good for stockholders as long as the business earns a rate of return on assets that
is greater than the interest rate paid to creditors. The analysis shown in figure 5.9

reveals that the owner equity ratios for five consecutive years are lower than 1, and the
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great the equity ratio and small debt ratio which mean that the company has less

financial risk.
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Figure 5.10 Debt to equity ratio analysis

Debt to equity ratio

Debt to equity ratio indicates what proportion of equity and debt the company is
using to finance its assets, which is calculated by dividingits total
liabilities by stockholders' equity. The ratio generally means whether the business has
strong financial solvency or not. The high ratio indicates that the business has been
aggressive in financing its growth with debt, it also means that the company has great
ability to expand business, great chance for more profits, but the company bears greater
risk. The analysis shown in figure 5.10 reveals that the equity to debt ratios for five
consecutive years keeps stable with high ratio. This indicates that the company has

strong capability of long-term solvency, and higher level of protection of creditors.
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2. Activity analysis

Activity analysis evaluates revenue and output generated by the business's assets
through indicators related to turnover speed of the cash from operating activity, which
also indicates that the manager has ability of management and using of funds. Activity
analysis also describes the relationship between the business's level of operation and the
assets needed to sustain the operating activities. The higher ratio, the more efficiently
the business is at producing a benefit from its investment in assets, as relatively fewer
assets are required to maintain a given level of operations. It is composed of three kinds
of assets turnover, current asset turnover and fixed assets turnover, inventory turnover
and accounts receivable turnover, as well as total assets turnover respectively.

(1) Inventory turnover and accounts receivable turnover

Inventory turnover

Inventory turnover ratio measures the efficiency of the business's inventory
management through calculating how many times inventory is created and sold during
the period. This ratio gauges the liquidity of the company's inventory, and it also helps
the company owner determine how they can increase their sales through inventory
control. The higher ratio indicates that inventory does not return in warehouse or on the
sales but rather turns over rapidly from the time of acquisition to sale. Figure 5.11
illuminates fluctuations of inventory turnover for 5 consecutive years. On April 2005,
the inventory turnover rate is higher than the same period in 2004, which means that the
company enhances its ability to efficiently manage and sell its inventory. And from
2005 to 2008 the inventory turnover ratios gradually slow, indicating that the company

increased more substantial inventories. Therefore, the company should achieve
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coordination and convergence in purchasing raw material, production process, inputs,

sales, and cash recovery.
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Figure 5.11 Inventory turnover analysis

Accounts receivable turnover

Accounts receivable turnover indicates how many times, on average, accounts
receivables are collected during an accounting period. It measures the effectives of the
business's credit policies and indicates the level of investment in receivables needed to
maintain the business's sales level. Figure 5.12 shows the accounts receivable turnover
ratios for five years keep stable growth. They mean that customers pay their bills on
time. The company should pay much attention on them as the turnover ratios gradually
increase, which means that the company is too restrictive in its credit and collection

policies and doesn't extend credit to enough customers.
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Figure 5.12 Accounts receivable turnover analysis

(2) Current assets turnover and fixed assets turnover

Current assets turnover

Current assets turnover (Working capital turnover) ratio indicates how efficiently a
firm is using its current assets to generate revenue. The high ratio indicates efficient
utilization of current assets and a low ratio indicates otherwise. But a very high ratio
may also mean lack of sufficient current assets which is not a good situation. Figure
5.13 illuminates fluctuations of current assets turnover for 5 consecutive years. Except
2005 the current assets turnover ratios were low, which means that the company need to
add liquidity to participate in turnover and its capacity of income-generating reduced.
Thus the company should on the one hand contribute to the strengthening internal
management, full and effective use of their current assets, such as decreasing costs,

mobilizing temporary idle funds to create income and so on; on the other side the
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company need to take measures to expand production or service areas, to improve the
efficiency of the integrated use of current assets. In respect of 2005's current assets
turnover, it was high that indicated the company used current assets efficiently. It saved
the current assets relatively and was equivalent to expand investment in current assets,

to some extent enhance the enterprise's income-generating capacity.
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Figure 5.13 Current assets turnover analysis

Fixed assets turnover

Fixed asset turnover ratio indicates measures the efficiency of capital investment, and
reflects the level of sales generated by investments in productive capacity. The high
ratio reflects positively on the company's ability to utilize its fixed assets in business
operations properly, which is positive sign for the company. Figure 5.14 shows the fixed
asset turnover ratio of 2005 was higher than other years' ratios, which indicates
positively on the company's ability to utilize its fixed assets in business operations
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properly. The declining ratios reflect that the business is over-invested in fixed assets.
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Figure 5.14 Fixed assets turnover analysis

(3) Total assets turnover

Total assets turnover (Assets turnover) ratio is used to measure operating
performance, indicates how efficiently management is using the assets at its disposal to
promote sales. The high ratio means that the company operates very well and efficiently
uses the assets to generate revenue. The low ratios indicate a problem with one or more
of the asset categories composing total assets - inventory, receivables, or fixed assets.
Figure 5.15 shows the fluctuation of total assets turnover ratio of 5 consecutive years,
and the ratio of 2005 was higher than other years' ratios. Since 2005 the ratio appears
descending trend, so the company should take actions to increase the sales and raise the

turnover ratio.
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Figure 5.15 Total assets turnover analysis
3. Profitability analysis

Profitability analysis ratio reflects a business's overall efficiency and performance
through measuring the income of the business relative to its revenues and invested
capital. It is divided into two types: margins and returns. Margins reflect the business's
ability to transfer sales dollars into profits at various stages of measurement. Ratios that
show returns reflect the business's ability to measure the overall efficiency of the

business in generating returns for its shareholders.

Net operating profit margin

Net operating profit margin is to measure the business's profitability after
consideration of all expenses including taxes, interest, and depreciation. It indicates how
well the business converts sales into profits after all expenses are subtracted out, and
gives the business owner a lot of important information about the business's profitability,

particularly with regard to cost control. A high operating profit margin means that the
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business has good cost control and the sales are increasing faster than costs, which is the
optimal situation for the company. The analysis shown in figure 5.16 reveals that the net
operating profit margin ratios for five consecutive years keep stable, indicating the
business had a low-cost operating model to control the cost very well in five years. To
increase the ratio it is valuable to take actions to reduce expenses and increase sales

revenuc.
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Figure 5.16 Net operating profit margin analysis

Gross profit margin

Gross profit margin is to measure how well a business controls the cost of its
inventory, indicate a company's manufacturing and distribution efficiency during the
production process. The larger the gross profit margin, the better for the company. The
analysis shown in figure 5.17 reveals the gross profit margin ratios for five consecutive

years, which remain stable over time. All ratios were not very high, so it is necessary
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that the company increases the product's price, decreases manufacturing costs with

regard to materials and the cost of making the product or the variable costs.
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Figure 5.17 Gross profit margin analysis

Return on total assets

Return on total assets is to measure how much profit a business makes for each one
Yuan invested in assets, which calculated by dividing a business's net earnings by its
average total assets. A high ratio indicates that the business earns more money, invests
less on assets and less asset-intensive. A low ratio shows that the business is more
asset-intensive. The fluctuations in return on total assets ratio are shown in figure 5.18,
which indicates that the company is asset-light. The ratio for 2005 indicates that
company uses its assets effectively. Inefficient use of corporate assets in other years,
which shows the company should improve profit margins, accelerate cash flow, and

strengthen enterprise management level. It also means that lesser investments are
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needed in assets to make profits.
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Figure 5.18 Return on total assets analysis
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Figure 5.19 Return on cost analysis
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Return on cost

Return on cost is to measure how much profit a business makes for each one Yuan
invested in costs, which calculated by dividing a business's net profit by its total costs. It
reflects the operating results arising from operating cost. The high ratio means that the
net profit is great and the economic efficiency of enterprises is very well. The ratios in
return on cost for five consecutive years are shown in figure 5.19, which indicates the

company has strong ability to obtain the profit.

Return on capital

Return on capital is to measure a business's efficiency at allocating the capital under
its control to profitable investments. The ratio is an important profitability ratio because
it measures the efficiency with which the company manages its capital and using it to
generate net profit. The higher the return on capital ratio, the more efficiently the
company uses its capital base to generate net profit. The fluctuations in return on capital
are shown in figure 5.20, which keep stable. The ratios of the five consecutive years are
not high, which means the manager should strengthen management of capital

investment for generating profits efficiently using the business's resources.

Return on sales

Return on sales reflects a business's profitability calculated by dividing a business's
earnings before interest and taxes by its sales. This is a measure of how much profit the
company generates from its sales. A high return on sales indicates that the company
sells its products well and its profits are likely sustainable; a low return on sales
indicates the opposite and it can be offset by increased sales. The fluctuations in return

on sales are shown in figure 5.21, which maintain stable. The ratios of the five
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consecutive years are not high, which means the manager should improve the product

mix and promote to reduce the cost in order to generate profit efficiently.
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Figure 5.20 Return on capital analysis

& Akl RS T A
EuEAEEE KREEEE RREER EEHCEEWw FARERERO £TATe EBow

e =
EAT En| geiB
¢ R ok 200448 20084 Fy# BRIRE 47 B
C1sFEEE,  C EHFEEREL
0.8 0.6
FhafFE  [2004
sl = v
0.5 0.5
TR ST A0 TR
e Fili=] -
0.4 0.4
Eb={E 0.3 0.3
W =5 sEERGEE
0.2 0.2
0.1 0.1
0.0 0.0
2004 2005 20086 2007 2008
&=
| 20049F | 20054 | 20064 | 20074F | 20084F |
EARaAGE CF 1, 560. 95 3,402 45 5,443. 97 7,485. 45 9, 526.94
SHERI (AT 2, 460. 68 6,174, 20 9,878, 71 13, 583. 23 17, 287.75
SHEFREE 55% 5% 5% 5% 5%

FARTINT &4k bl HS R 20095158 M

Figure 5.21 Return on sales analysis
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5.2.2.2 Trend Analysis

The trend analysis helps the manager review operating data for a period and detects
changes in business performance a business practice. It also indicates changes in the
business's financial position as well as variations. The trend analysis is facilitated by
displaying changes of accounting items between years in real number and percentage
form, identifying key factors that have effected changes and how the changes will
influence on future's development. It includes vertical analysis, trend percentage and

horizontal analysis.

Horizontal analysis

Horizontal analysis is a type of trend analysis, which is carried out comparing current
with historical operating data to evaluate periodic fluctuations. It provides periodic
fluctuations in the form of real numbers and percentages between years via dividing
each account item of a particular year by the same item in the following year. In this
system, there are three types of horizontal analysis, horizontal analysis for balance sheet
(referring to figure 5.22), horizontal analysis for income statement (referring to figure
5.23) and horizontal analysis for cash flow statement (referring to figure 5.24)

respectively.

Figure 5.22 shows the results of horizontal analysis for balance sheet from 2004 to
2008 in chart and grid form. The chart presents that the main items of balance sheet
have changed, and it is very clear that the growth rate of assets and equity exceeds the
growth rate of liquidity. The below grid provides the changes of all items of balance

sheet, which shows results as form of real number and percentage. Both chart and grid
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indicates that the assets and equity maintain stable and good growth.
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Figure 5.22 Horizontal analysis for balance sheet
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Figure 5.23 Horizontal analysis for income statement

The results of horizontal analysis for income statement from 2004 to 2006 are shown
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in figure 5.23 in chart and grid form. The chart presents that the main items of income
statement have changed, and it is very clear that the growth rate of operating income is
most fast. The below grid provides the changes of all items of income statement, which
shows results as form of real number and percentage. The operating cost keeps the
almost same growth rate with operating income, so the manager should strengthen cost

management in order to obtain more profit.
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Figure 5.24 Horizontal analysis for cash flow statement
Figure 5.24 shows the results of horizontal analysis for cash flow statement from
2004 to 2006 in chart and grid form. The chart presents that the main items of cash flow
statement have changed, and it is very obvious that the growth rate of cash flows from
operating activities exceeds the growth rate of cash flows from investing activities and
financing activities. The below grid provides the changes of all items of cash flow
statement, which shows results as form of real number and percentage. Both the grid
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and graph indicate that the proportion of the enterprise's net cash flows from financing
activities to the total net cash flows was higher, implying that the enterprise had the
ability to pay debts and dividends. While the net cash flows from investing activities
was negative, reflecting that the company increased investment for long-term
development. In addition, the net cash flows from operating activities was positive,

indicating the company's business being normal.

Vertical analysis

Vertical analysis is a type of trend analysis, which displays changes between years in
real numbers as well as in percentage via calculating each account item as a percentage
of a reference item in the same financial statement. Likewise, the system provides three
types of vertical analysis, vertical analysis for balance sheet (referring to figure 5.25),
vertical analysis for income statement (referring to figure 5.26) and vertical analysis for

cash flow statement (referring to figure 5.27) respectively.

Figure 5.25 shows the results of vertical analysis performed on balance sheet. As the
total assets, total liquidities and total equities are as reference items while performing
analysis, the changes of them for 5 consecutive years are shown in chart, and the real
number and percentage are listed in below grid. From the chart and grid, we can find
that the total assets and total equities increase with years, the growth rate of each item
for assets and equities decreases gradually. Thus, the manager should take actions to

manage the assets.

The results of vertical analysis carried out on income statement are shown in figure

5.26. The reference item is the operating income, which is an item of income statement.
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The chart present changes of the operating income, operating cost and gross profit,
which keep stable growth. And the below grid shows the same item of income statement
increases with the same growth rate. Thereby, the manager should strengthen

management of cost.

Figure 5.27 shows the results of vertical analysis performed on cash flow statement.
As the net cash flows from operating activities, the net cash flows from investing
activities and the net cash flows from financing activities are as reference items while
performing analysis, the changes of them for 5 consecutive years are shown in chart,
and the real number and percentage are listed in below grid. From the chart and grid, we
can find that almost items of cash flow statement increase with years, and the growth
rate of each item for each period is stable. Thus, the manager should take actions to

manage the operating expenses to obtain more profit.
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Figure 5.25 Vertical analysis for balance sheet
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Figure 5.26 Vertical analysis for income statement
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Figure 5.27 Vertical analysis for cash flow statement
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Trend percentage

Trend percentage shows changes between years in real number as well as in
percentage via calculating each account item in financial statements of other
consecutive years as a percentage of the same item in financial statements of a reference
year. The base year equals 100%, with all other years stated in some percentage of this
base. Likewise, the system provides three types of trend percentage, trend percentage
for balance sheet (referring to figure 5.28), trend percentage for income statement
(referring to figure 5.29) and trend percentage for cash flow statement (referring to

figure 5.30) respectively.

Figure 5.28 shows the results of trend percentage performed on balance sheet. The
increases in assets and equities from 2004 to 2008 can be put into better perspective by
stating them in chart and below grid. Both chart and grid present the main items of
balance sheet increase with high growth rate, which indicates the company has made

progresses in managing assets and the enterprise management is well.

Figure 5.29 illustrates the changes in sales for three consecutive years, indicating that
the operating income, operating costs and gross profit increased every year. It is very
clear to find how rapidly they have increased, and their increases could be put into
better perspective by stating them in terms of trend percentages, with 2004 as the base
year. From the figure it is obvious that each item of the income statement increased in
same proportions indicating that the enterprise has made less progress in cost control
and expenses control over the three year period which calls for the attention of the

management to strengthen its cost control strategies.
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Figure 5.28 Trend percentage for balance sheet
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Figure 5.29 Trend percentage for income statement
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Figure 5.30 Trend percentage for cash flow statement

Figure 5.30 shows the results of trend percentage on cash flow statement. It also
indicates that the net cash flows from operating activities, the net cash flows from
investing activities and the net cash flows from financing activities increase with years.
Both the grid and graph indicate that the proportion of the enterprise's cash flows from
financing activities to the total net cash flows was higher, implying that the enterprise
had the ability to pay debts and dividends. While the cash flows from investing
activities was negative, reflecting that the company increased investment for long-term
development. In addition, the cash flows from operating activities was positive,

indicating the company's business being normal.

5.2.2.3 Structure analysis
While in structure analysis each item is stated as a percentage of some total of which

that item is a part, key financial changes, trends and relationships among each item of
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financial statement are highlighted, which is capable to have a clear understanding
about the financial status of the business. Structure analysis covers different analysis

classifications based on the financial statements.

Structure analysis for balance sheet
In this system, there are two types of structure analysis performed on balance sheet,

general structure analysis and structure analysis for assets and liquidity.

General structure analysis is carried out to show the changes in main items for asset
account, liquidity account and equity account with form of percentage and real number.
Figure 5.31 presents the results of general structure analysis from 2004 to 2008. It is
very clear that the items for asset account and equity account of total assets and total

equities keep stable.

LI A 2ald R B

EiiEaEREE KEEEE FREE@ BEERCEE BRFREEQ STHH O FEBw

N BRI [
GHHT EN| g B

© B EEGR AT
RS

20044 200645 K% = MR B B EE 1 54T

B
2004 -
WA SRS o8 -2
R -
- 83 0.8
B S ATE AT
E e 6.7 ot
W FEnEe=
0.6 oo W KBEE
U W EEEs
= i SR
B (%) 0.5 0.5 W et
Fieaboild
ot ot M kmRE
W GEat
o3 03 W EEE (RRIED B
W GENREERE (HRRRE) St
0.2 0.2
0.1 0.1
0.0 0.0
2004 20085 2006
£
TEF (Bt Ay | 20047 | 20054 | 2006fF | 2004fF (%) | 2005F (%) | 20067 (%) il
Wi
AN R 5, 524,41 5, 524, 41 10, 538, 67 46.07 46.07 44.13
HHIRH 170,68 170,68 326.68 1.39 1.39 1.38
EFEHE= 6, 560. 20 6, B60. 20 13,073. 57 53. 52 53. 52 54.49
TR BLAR R 2.12 2.12 4.62 0.02 0.02 0.02
WreEt 12, 257. 40 12, 257. 40 25,993, d4 100. 00 100. 00 100. 00
RESHFEEE:
a5 679, 78 679,75 1,320.68 .58 .58 5.50
HEIRTE 320. 23 320. 23 640. 33 2.61 2.61 2.67 =g
< >
FATMIT Ak PSS Raf | 20095 5B 1HR nm

Figure 5.31 General structure analysis
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Figure 5.32 Structure analysis for assets and liquidity
Structure analysis for assets and liquidity is performed to present the changes in main
items for asset account and liquidity account. Figure 5.32 presents the results of
structure analysis for assets and liquidities from 2005 to 2007. It is very obvious that the
items for asset account and liquidity account of total assets and total liquidities change

slightly.

Structure analysis for income statement

The system provides two types of structure analysis for income statement, structure

analysis for gross profit, structure analysis for total profit, respectively.

Structure analysis for gross profit is performed to present the changes in items for
gross profit. Figure 5.33 shows that the changes in items for gross profit can be put into
better perspective by stating them in terms of percentage from 2004 to 2006, the

operating income of each year as base item. From the grid we can find that the operating
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profit of operating income for each year keeps the same percentage though the operating
profit increases, thereby the company should take actions to control the operating

expense.
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Figure 5.33 Structure analysis for gross profit

Structure analysis for total profit is to measure the changes in items for total profit.
Figure 5.34 shows that the changes in items for total profit can be put into better
perspective by stating them in terms of percentage from 2006 to 2008, the total profit of
each year as base item. From the grid we can find that the non-operating expenditure
increases with years, thereby the company should take actions to control the

non-operating expenditure to obtain more profit.
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Figure 5.34 Structure analysis for total profit

Structure analysis for cash flow statement

In this system, there are three types of structure analysis performed on cash flow

statement, structure analysis for cash inflow, structure analysis for cash outflow and

structure analysis for net cash flow.

Structure analysis for cash inflow is to measure the changes in each item for cash
inflow. Figure 5.35 shows the cash inflow from operating activities, investing activities
and financing activities increase from 2005 to 2007, the total cash inflow of each year as
base item. Both the chart and grid presents the each item for cash inflow of the total
cash inflow keep stable though each item for cash inflow increases with years. From the

figure we can find that the cash inflow from financing activities of the total cash inflow

is least among cash inflow.
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Figure 5.35 Structure analysis for cash inflow
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Figure 5.36 Structure analysis for cash outflow

Structure analysis for cash outflow is performed to show the variations of each item
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for cash outflow. The changes in cash outflow from operating activities, investing

activities and financing activities are shown in figure 5.36 from 2004 to 2006. The cash

outflows from operating activities and investing activities are main source of cash

outflow.
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Figure 5.37 Structure analysis for net cash flow

Structure analysis for net cash flow is to measure variation of each item for net cash

flow. Figure 5.37 presents the changes in net cash flow from operating activities,

investing activities and financing activities, the total cash flow of each year as base item.

Both the grid and graph indicate that the proportion of the enterprise's cash flows from

financing activities to the total net cash flows was higher, implying that the enterprise

had the ability to pay debts and dividends. While the cash flows from investing

activities was negative, reflecting that the company increased investment for long-term
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development. In addition, the cash flows from operating activities was positive,

indicating the company's business being normal.

5.3 Break Even Analysis and Field Effect

Break even analysis is performed to understand the interrelationships among cost,
volume and profit, and provide important management information for decision making
in areas such as production, marketing and product development. It is performed to
analyze the product based on the principle of cost-volume-profit analysis. It is
composed of the profit volume analysis, unit contribution analysis and standard mode

analysis.

5.3.1 Using Method for Break Even Analysis
The system provides the window as shown in figure 5.38 for the user to shows the

output of break even analysis.
(1) The system starts

(2) Select the product performed analysis. Click the item of products information
shown in A section of figure 5.38, and then click the "Show"” button. The analysis results
appear in three types of chart shown in C, D and E section, and the explanations for

analysis are presented in B section.

(3) The system ends.
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Figure 5.38 Break even analysis

5.3.2 Break Even Analysis and Field Effect

5.3.2.1 Break Even Analysis

The relationships among sales price, total costs, fixed costs, profit and volume can be
expressed graphically by preparing a standard mode CVP graph, while the unit
contribution margin chart and profit-volume chart demonstrate interrelationships among
sales price, total costs, unit contribution margin, variable costs, profit and volume, and
interrelationships among units, revenue and profit respectively. In addition, the unit
contribution margin chart highlights the profit which is computed as contribution
margin minus fixed asset, while the profit-volume chart puts emphasis on illustrating
the number of units and the revenue simultaneously when the break even point is
reached. The last two types of CVP chart are unique features of the system. The system

can show the analysis for each product in three charts, and illustrate the profit, loss, BEP
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in every graph, and assess the effect of changing prices, sales volume and costs on

profits.

5.3.2.2 Field Effect

To demonstrate the effect of application the soybean processing enterprise and an
available product are taken as a case. Figure 5.38 shows the break even analysis result
of the product (Product ID 003) in three types of chart. Referring to the three charts, we
could find when the company sold 50,000 units the profit was zero, indicated the lowest
amount of the product prevented losses. When sales were above 50,000 units, the
company earned a profit and the size of the profit increased as sales increased.
Moreover, the profit-volume chart indicates that to reach the break even point sales of

10,000,000 Yuan had to be achieved.

5.3.3 Discussion

As a whole, with respect to the soybean processing agricultural enterprise, by
analyzing the financial statements for five consecutive years, it could be concluded that
the company's business was operating normally and it was financially sound to pay
short-term debt, technological innovation was fast, and its operating income and gross
profit have steadily increased. Compared to the manual calculation, the system made
analysis work simply, avoided calculation mistakes and had much effect on time-saving.
However, it was clear that the company made less progress in cost and expenses
management, the fund utilization rate was low and the inventory management was
inefficient. Therefore, the company should improve its management level and accelerate

cash flow.
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The system was developed to provide a tool for financial statement analysis and
break even analysis, so that the corporate was capable of analyzing and grasping its own
performance over the period of time through performing the financial statements
analysis, as well as the company could analyze the potential profitability of an
expenditure in a sales-based business and budget for a new product through carrying out
the break even analysis. This system was tested at field level in collaboration with three
enterprises (soybean processing agricultural enterprise and corn processing agricultural
enterprises). It was revealed that the software was simple to operate, it was fast in
presenting results of analysis, helpful to focus on the relationship indicated by the ratios
rather than details of their calculation, ensured accuracy and saved time. Moreover, it
was convenient to analyze the financial statement and carry out the break even analysis
for the product, and provided managers the references to make intelligence investment

and credit decisions.

5.4 Summary

The business analysis system was developed using Microsoft Visual Basic 6.0 and
C++ Builder 2009 as user interface and Microsoft Access 2007 and 2010 to save the
accounting data, with the operating system of Microsoft Windows XP and Vista in order
to help them strengthen business management as well as make intelligent investment
and credit decisions. Through the unremitting efforts, the system has been piloted in
agricultural enterprises. It was concluded that the system was helpful to the agricultural

enterprises to perform business analysis, it being simple to operate, fast in presenting
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results of analysis, helpful to focus on the relationship indicated by the ratios rather than
details of their calculation, ensured accuracy and saved time. Moreover, it was
convenient to analyze the financial statement and carry out the break even analysis for
the product, and provided managers the references to make intelligence investment and
credit decisions. The enterprises were able to take a scientific approach towards
enterprise management while work efficiency improved with the system as it replaced
hitherto manual operations. Output from the system inspired managers to formulate and
implement new business strategies. For example, managers implemented actions to
reduce expenses to control costs, and strengthened the management of fund and
inventory to enhance liquidity. In addition, for current products managers planed for
promotional activities to expand sales and increase profits after reaching the break even

point of sales.
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Chapter VI Conclusions

Firstly, this chapter is concluded by, identifying the characteristics and factors
impacting on adoption of accounting software in surveyed businesses. Secondly, discuss
field effect of accounting system by comparing before and after using our software, and
thirdly put forwards proposals for developing accounting software applicable for agro
based enterprise in China, and finally future work for developing accounting software is

listed.

6.1 Characteristics and Factors Influencing Accounting Software

Application in Surveyed Businesses

6.1.1 Characteristics of Accounting Software Application in Surveyed Businesses
The surveyed businesses contain medium-sized and small privately owned
agricultural enterprises, state-owned farms and agricultural cooperatives. Due to
difference in management capacity, there are common and special characteristics of
using accounting software to handle accounting. The surveyed data confirms low
adoption rate for accounting software, the adaptation rate for privately owned
agricultural enterprises, state-owned farms and agricultural cooperatives are 42%, 56%
and 18%, respectively. Furthermore, the adoption rate for accounting software in
enterprises with small management operation is lower than others. Additionally, most of
agricultural cooperatives and all of state-owned farms are located at rural, which results
in enterprises weak in recruiting accountant with high level of accounting and computer

technology, thereby, accountant's characteristics are immediately related to adoption of
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accounting software.

Medium-sized and small privately owned agricultural enterprises

Based on surveyed results, enterprises both with large scale of management and
emerging since 2000 are likely to adopt accounting software to handle accounting.
Furthermore, managers and accountants of enterprises using software have positive
attitude toward using accounting software, and these accountants are young with age
between 30 and 40, and their education level is more than college, which tend to have

more knowledge about accounting software and computer.

On the other hand, accounting handled by manual exists in enterprises with small
operation and low annual sales. Furthermore, the attitude of accountants and managers
working for these enterprises toward accounting software is negative. Accountants with
low level of education, high school and junior school, carry out accounting by manual
for a long time, and most of them are unwilling to adopt of accounting software to

handle accounting.

State-owned farms

According to surveyed result, state-owned farms handling accounting by using
accounting software are large in management with farmland exceeding 200 thousand
Mu (6.667a / Mu), and recruits one or more accountants to manage accounting. Most of
these accountants are young and with high level of education, college or university,

which lead to adopt accounting software easily.

On the other hand, state-owned farms not using financial accounting software is small

in management with farmland less than 200 thousand Mu, moreover there is few
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accountant equipping with school education more than college, while most accountants
carry out accounting by manual for a long period of time, whose attitude toward to
accounting software is negative. Some accountants recruited by state-owned farms
handling accounting by manual, who don't receive formal and professional accounting
education, their accounting knowledge is introduced by self or their relatives.
Furthermore, accountants working for state-owned farms are not only in charge of

managing accounting, but are responsible for managing operation of state-owned farms.

Agricultural cooperatives

Up to now, almost all agricultural cooperatives are small in management scale and
weak in organization, therefore most agricultural cooperatives don't recruit accountant
to manage accounting, their accounting is entrusted to the accountants of villages, while
few agricultural cooperatives recruit accountant to handle accounting by manual or

using accounting software.

Based on surveyed results, the managers of agricultural cooperatives handle
accounting by using accounting software, which have rich experience in business, and
the accountants working for agricultural cooperatives have experience in carrying out
accounting by using accounting software and are able to operate accounting software

well.

On the other hand, as the management scale is small, it is difficult to recruit
accountant. Some agricultural cooperatives are equipped without accountant, whose
accounting is handled by the villages' accountants by manual. In addition, some

agricultural cooperatives without accountant, whose accounting is entrusted to
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accounting firm. Overall, it was said that all agricultural cooperatives not using
accounting software are unwilling to use accounting software due to lack of accountant

and no confidence to the current software.

6.1.2 Factors Influencing Accounting Software Application in Surveyed Businesses

In order to find the factors impacting on accounting software adoption, the
characteristics of managers and accountants working for businesses and current
accounting software have been examined, and the analysis results revealed that
manager's age was negatively related to accounting software adoption, and the number
of accountants positively influenced level of adaptation. Furthermore, the accountant's
education level was found to be an important determinant of accounting software
adoption. The age of manager, the number of accountant and educational attainment of
the accountant are important characteristics likely to influence the level adoption of
accounting software by agro based enterprises in Heilongjiang province of China.
Among the accounting software related characteristics, software adequacy and software
timeliness were positively related to accounting software adoption, while software

security negatively influenced adoption of accounting software.

6.2 Comparisons Before and After System Application

6.2.1 Before Application

Company X assisted us in examining the field effect of the system, and it is a medium
privately owned agricultural enterprise processing agricultural products. After 2000 its
accounting has been handled by accounting software, it was more convenient to manage

accounting than by manual, such as set account items simply, ledger and some reports
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generated automatically, therefore, it saved time in dealing with accountant item,
generating ledger and reports, moreover it avoided some mistakes of accounting
calculation. However, as the system couldn't provide special financial reports
sufficiently for company X, the company kept accounts by both manual and software.
Additionally, it was said that the system was not simple to understand, there were lot of
setting and data entry before using the system, most errors of the system must be solved
by the vendor or developer and it was necessary to accept training provided by the

vendor or developer.

As for business analysis, the system being used by company X doesn't provide
function for calculating business analysis, and company X carried out simple business
analysis by manual before new fiscal year starting. It was said that it cost much time and

was easy to make mistakes while carry out business analysis by manual.

6.2.2 After Application

After application, since our system is simple to understand, has simple setting and
data entry, while it provides free after-service, special reports and schedules, thereby it
was concluded that company X was able to take a scientific method to strengthen the

business management as follows:

Saved time and labor, improve efficiency and accuracy than manual calculation.

Was able to generate their special financial statements by the system instead of

manual operation.

Saved time in professional training and eased economic burden.
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Could control their expenditure on computer configuration and after-sales service.

6.3 Proposals for Developing Accounting Software

Although the Chinese government has continuously implemented accounting reform
and uniformed accounting standards for each industries, since each industry has its own
characteristics, while developing software it should not only follow the national
accounting principles, but follow practical situation of each industry. Additionally, there
is a big difference among accountants recruited by each industry, such as professional
knowledge of accounting, computer technology and etc. Based on the surveyed results
of this study and suggestion from the test data supplied by the companies, the proposals

for developing software are presented as follows:

The system should be developed to understand and operate simply, decrease setting

before running the system.

The system should generate special reports automatically as possible, and provide

module for designing reports needed for different industry.

The vendor or developer should simplify the functional modules, provide different

modules meeting demand of enterprise.

The vendor or developer should provide more free after-service and sufficient

training.
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6.4 Future Work for Developing Accounting Software

As result of different accounting rule there are various financial reports for different
agricultural enterprise, the system should pay more attention on developing the financial
reports, perfect its functions and make the management of financial reports more free
and effective. As for function of business analysis it will be developed to add additional

functional modules such as cost and capital analysis, cost and capital prediction.
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Program Code

(1) The code for financial accounting software

Private Sub Form_Load()
Dim db As New DataBases
Adodcl1.ConnectionString = db.sConn
BCE TR RIS AL B
Me.Left = (frmMain.ScaleWidth - Me.Width) / 2
Me.Top = (frmMain.ScaleHeight - Me.Height) / 2
cbbKind.AddItem "% < 25"; cbbKind.AddItem "1£3i2%"; cbbKind.AddItem "JiT A & AL 71 "
cbbKind.AddItem "f#4<"; cbbKind.AddItem "$i 71 J5"; cbbDirection. AddItem "fif /5"
cbbDirection.AddItem "% /5 "; cbbModify.AddItem "/&"; cbbModify. AddItem "5"
LoadData
SetTextBoxState (False); SetToolBarState (True)
Dim j,I As Integer; Dim k,p As Double;
Dim s, ts As Recordset; Dim strsql, key, txt As String
Dim nodx As Node
strsql = "select distinct £} H 5] from BLHZE "
Set rs = db.RunSelectSQL(strsql)
TreeViewl.LineStyle = tvwTreeLines
TreeView1.Style = tvwTreelinesPlusMinusPictureText
TreeViewl.Sorted = True; Do While rs.EOF = False
i=1; key = Trim(rs("F} H ZE550™))
strsql = "select B} H ZFR,FFH AU from B} HZE where BHH ="+ rs("BF H ") +
" order by £} HCHL"
Set ts = db.RunSelectSQL(strsql); Set nodx = TreeView1.Nodes.Add(, , key, key, 1)
Do While ts. EOF = False
If Len(ts(" £} H AX#3")) = 4 Then
j = TreeView1.Nodes.Count; txt = Trim(ts("F} H L") + "." + Trim(ts("F+ H £ F5"))
Set nodx = TreeView1.Nodes.Add(key, tvwChild, "child" & j, txt, 3)
Elself Len(ts("#} H4%f5")) = 8 Then
k =TreeViewl.Nodes.Count * 10~ (i- 1)+ 1
txt = Trim(ts("F} H L") + " + Trim(ts("F} H &)
Set nodx = TreeView1.Nodes.Add("child" & j, tvwChild, "child" & k, txt, 3)
i=itl;q=1
Elself Len(ts("#} HAA4") = 12 Then
p=k*107(q+1)+1
txt = Trim(ts("F} H L") + "." + Trim(ts("F} H &)
Set nodx = TreeView1.Nodes.Add("child" & k, tvwChild, "child" & p, txt, 3)
q=q+1
End If
ts.MoveNext
Loop
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rs.MoveNext
Loop
For i=1 To TreeView1.Nodes.Count
If Not TreeView1.Nodes.Item(i).Child Is Nothing And Not TreeView1.Nodes.Item(i).Parent
Is Nothing Then
TreeView1.Nodes.Item(i).Image = 4
Elself Not TreeView1.Nodes.Item(i).Child Is Nothing And TreeView1.Nodes.Item(i).Parent
Is Nothing Then
TreeView1.Nodes.Item(i).Image = 1
End If
Next
rs.MoveFirst; TreeView1.Refresh
End Sub

"B ASCHE  EROR R
Private Sub LoadData()
Dim strFilter As String
If Len(Trim(txbOne.Text)) = 0 Then
If Len(Trim(txbTwo.Text)) = 0 Then
If Len(Trim(txbThree.Text)) = 0 Then

strFilter = ""
Else
strFilter = "where £} H2&5] ="
strFilter = strFilter + Trim(txbThree.Text) + "
End If
Else

strFilter = "where £} HZFK =" + Trim(txbTwo.Text) + "
If Len(Trim(txbThree.Text)) <> 0 Then
strFilter = strFilter + " and #}H 5] ="
strFilter = strFilter + Trim(txbThree.Text) + "™
End If
End If
Else
strFilter = "where #} HACH =" + Trim(txbOne. Text) + ™"
If Len(Trim(txbTwo.Text)) < 0 Then
strFilter = strFilter + " and #}H ##% =" + Trim(txbTwo.Text) + ""
If Len(Trim(txbThree.Text)) <> 0 Then
strFilter = strFilter + " and &} H 28] ="
strFilter = strFilter + Trim(txbThree. Text) + "™
End If
Else
If Len(Trim(txbThree.Text)) <> 0 Then
strFilter = strFilter + " and #} H I8 ="
strFilter = strFilter + Trim(txbThree.Text) + "™
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End If
End If
End If
Dim db As New DataBases
Dim rs As Recordset
Set rs = db.RunSelectSQLUpdatable("select * from £} HZE " + strFilter)
Set Adodcl.Recordset = rs
End Sub

SN

Private Sub SaveForAdd()
Dim db As New DataBases; Dim strsql As String
strsql = "insert into A} H F (R H AL, BFH 270, B89, BHH 2], K407 12250 values ("
strsql = strsql + Trim(txbCode.Text) + ","'; strsql = strsql + Trim(txbName.Text) + "',"
strsql = strsql + Trim(txbHelpCode.Text) + "',"; strsql = strsql + Trim(cbbKind. Text) + "',"
strsql = strsql + Trim(cbbDirection.Text) + ","'; strsql = strsql + Trim(cbbModify.Text) + "")"
db.RunSelectSQL (strsql)

End Sub

Private Sub Toolbarl ButtonClick(ByVal Button As MSComctILib.Button)
Dim db As New DataBases;Dim strsql As String; Dim rs As Recordset
If StrComp(Button.key, "btnFirst") = 0 Then
Adodcl.Recordset.MoveFirst

Elself StrComp(Button.key, "btnBefore") = 0 Then
Adodcl.Recordset.MovePrevious

Elself StrComp(Button.key, "btnNext") = 0 Then
Adodcl.Recordset.MoveNext

Elself StrComp(Button.key, "btnLast") = 0 Then
Adodcl.Recordset.MoveLast

Elself StrComp(Button.key, "btnNew") = 0 Then
bAdd = True; Adodc1.Recordset. AddNew
SetTextBoxState (True); SetToolBarState (False)
Clear

Elself StrComp(Button.key, "btnModify") = 0 Then
bAdd = False
SetTextBoxState (True);SetToolBarState (False)

Elself StrComp(Button.key, "btnDelete") = 0 Then
If MsgBox("fffi & ZMIFRIS 2 ", vbYesNo) = vbYes Then

DeleteData

End If

Elself StrComp(Button.key, "btnSave") = 0 Then
SetTextBoxState (False); SetToolBarState (True)
If bAdd = True Then

A S R A
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strsql = "select * from £} HZ where F}HAUI=""+ Trim(txbCode.Text) + "
Set rs = db.RunSelectSQL(strsql)
If rs.RecordCount = 0 Then
SaveForAdd
Adodcl.Recordset.Requery; Adodcl.Refresh
Else
MsgBox ("ixEH A CAEE! )
Adodc1.Recordset.CancelUpdate; Adodc1.Recordset.Requery
Adodc1.Refresh
End If
Else
A ST R A
strsql = "select * from £} HZ where F}HAUI=""+ Trim(txbCode.Text) + "
Set rs = db.RunSelectSQL(strsql)
If rs.RecordCount = 0 Then
SaveForUpdate
Else
MsgBox (" H A CAEE! )
Adodc1.Recordset.CancelUpdat; Adodc1.Recordset.Requery
Adodcl.Refresh
End If
End If
Elself StrComp(Button.key, "btnCancel") = 0 Then
Adodc1.Recordset.CancelUpdate; Adodc1.Recordset.Requery
SetTextBoxState (False); SetToolBarState (True)
Elself StrComp(Button.key, "btnprint") = 0 Then
dataprint
Elself StrComp(Button.key, "btnExit") = 0 Then
Hide
End If
End Sub

Private Sub TreeView1 NodeClick(ByVal Node As MSComctlLib.Node)
Dim db As New DataBases; Dim rs As Recordset
Dim strsql As String
If TreeView1.SelectedItem.Parent Is Nothing Then
strsql = "select £ H A, FFH 2R B0, 8 H 200, 2407 7,& 04 from #}HZK where #}
H 2 =""+ Trim(TreeView1.SelectedItem.Text) + "™
Set rs = db.RunSelectSQLUpdatable(strsql); Set Adodc1.Recordset = rs
Adodc1.Refresh; grdDataGrid.Refresh
Else
If Mid(Trim(TreeView1.SelectedItem.Text), 13, 1) ="." Then
strsql = "select £ H A, FFH 2R B0, 81 H 200, 2407 7,& 04 from F}H& where #}
HARHS=""+ Mid(Trim(TreeView1.SelectedItem.Text), 1, 12) + "
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Elself Mid(Trim(TreeViewl.SelectedItem.Text), 9, 1) ="." Then
strsql = "select £ H A, FFH 2R B0, B H 200, 2407 7,&04 from F}HK where #}
HARIE=""+ Mid(Trim(TreeView1.SelectedItem.Text), 1, 8) + "™
Else
strsql = "select B H A, FFH 2R B0, 8 H 200, 2407 7,& 04 from F}HK where #}
H 4 ="'+ Mid(Trim(TreeView1.SelectedItem.Text), 6) + """
End If
Set rs = db.RunSelectSQLUpdatable(strsql); Set Adodc1.Recordset = rs
Adodc1.Refresh; grdDataGrid.Refresh
End If
End Sub

Public Sub dataprint()
Dim db As New DataBases; Dim rs As Recordset
Dim str As String; str = "select * from £} H %"
Set rs = db.RunSelectSQL(str)
frmcex.Visible = False; frmcx.MSFlexGrid1.Cols =7
frmcx.MSFlexGridl.Rows = 1; frmcx.MSFlexGrid1.ColWidth(0) = 500
frmex.MSFlexGrid1.ColWidth(1) = 2000; frmcx.MSFlexGrid1.ColWidth(2) =2500
frmex.MSFlexGrid1.ColWidth(3) = 1700; frmcx.MSFlexGrid1.ColWidth(4) = 1700
frmex.MSFlexGrid1.ColWidth(5) = 1700; frmcx.MSFlexGrid1.ColWidth(6) = 1000
frmex. MSFlexGrid1.ColAlignment(1) = 4; frmex.MSFlexGrid1.TextMatrix(0, 0) = "47 5"
frmex.MSFlexGrid1.TextMatrix(0, 1) = "%} H 84",
frmex.MSFlexGrid1.TextMatrix(0, 2) =" BHH A FR"
frmcx. MSFlexGrid1.TextMatrix(0, 3) =" Bhichd";
frmex. MSFlexGrid1.TextMatrix(0, 4) = "%} H J& 5"
frmex.MSFlexGrid1.TextMatrix(0, 5) = "4 %0 Jj [r]"
frmex. MSFlexGrid1.TextMatrix(0, 6) = "1& 4"
For i=1 To rs.RecordCount
frmex.MSFlexGridl.Rows = frmcx.MSFlexGrid1.Rows + 1
frmcx.MSFlexGrid1.TextMatrix(i, 0) = I; frmcx.MSFlexGrid1.TextMatrix(i, 1) = rs(0)
frmex.MSFlexGridl.TextMatrix(i, 2) = rs(1); frmcx.MSFlexGrid1.TextMatrix(i, 3) = rs(2)
frmex.MSFlexGridl.TextMatrix(i, 4) = rs(3); frmcx.MSFlexGrid1.TextMatrix(i, 5) = rs(4)
If rs(5) <> 0 Then frmcx.MSFlexGridl.TextMatrix(i, 6) = rs(5) End If
rs.MoveNext
Next
frmex.Label1(2).Caption = "E} H #%"; frmex.msgridprint
End Sub
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(2) The code for business analysis software

Private Sub Combol_Click()
On Error GoTo inti2_error
Dim db As New DataBases; Dim rb, gb1, gb2, gb3, gb4, gb5, gb6, gb As Recordset
Dim s(10) As String; Dim schr(10) As String
Set rb = db.RunSelectSQL("delete from Ft%3");Set MSChart1.DataSource = Nothing
If Option1(0).Value = True Then  'C_col lIXfH
C col=6 'Syear
Elself Option1(1).Value = True Then
C col=11 'l10year
Elself Option1(2).Value = True Then
C col=16 'l5year
Elself Option1(3).Value = True Then
C col=13 'lyear
End If
Select Case Combol.ListIndex
Case 0 "J8eA 9 FHAE EL 22
Text2. Text = "JA 9% FHRNIE LA S R 2 A 55 BOAS 2 ] S bE X — HE 30 e i Al
PN KA RV A5 55 e 97 R b — JBOR ,3X — BE ASBOR Al F) 48 1) 7K~ ey
If (Option1(0).Value = True Or Optionl(1).Value = True Or Optionl(2).Value = True) And
Trim(Text].Text) <> "" And Trim(Combo2.Text) <> 0 Then 'five years
s(0) = "insert into FLFRFR(STHERL, 2 1HIIEL EEZR) select ma3. 23114/, ma3. 25t
HAM), ma3 A4E 24 from ma3"
s(0) = s(0) + " where ma3.5i H % 5='5401" and ma3.& 14 &>="" + Trim(Textl.Text)
+"" + "and ma3. &R <="
5(0) = s(0) + Trim(CStr(CSng(Trim(Text1.Text)) + C_col - 2)) + "" + " and ma3.2x 7 Jf]
[#]="+ Trim(CStr(CSng(Trim(Combo2.Text))))
s(1) = "update [LHEHE as a,ma3 as b set a.lbF=a LK +b A R4 where bl H
% 5='5501" and a. VI FEE=b. UM FSE and a. 2T IR =b. & U1 )"
s(2) = "update [LHEHE as a,ma3 as b set a.lbF=a LR +b A Zi1- 4L where bl H
% 5='5502" and a. VI EE=b. UM FEE and a. 2T R =b. & U1 )"
s(3) = "update [LFHE as a,ma3 as b set a.lbF=a LR +b A Zi1- %L where bl H
% 7='5503" and b. A4 R iH £<>0 and a. 23 THFE=b. 25 1HEE and a2y THYI)=b. 23 o131 1A
s(4) = "update [LFEHE as a,ma3 as b set a.lbF=a LR +b A Zi1- 4L where bl H
% 7='5701" and b. A4 R iH £<>0 and a. 23 THFE=b. 25 THEE and a s vHYI)=b. 23 o131 1A
s(5) = "update [L#H K as ama3 as b set a.lbH=b AH R %/a.lL % where b.Jil H
% 5='5004" and a.lt % <>0 and a. X THFE=b. X THEE and a2 11 HI=b. 2 1H A H]
Call zzdebit(C_col - 1, "BA B HIFNE EL 2", "y RN , " A 2 G
BCE AR I
schr(0) = "select AN RISV from ma3 where ma3. i H 2% 5='5004" + "
and ma3. <> tH I A]=" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.<xi4EEE>="" +
Trim(Textl.Text) + " + "and ma3.2 V1 4F & <="" + Trim(CStr(CSng(Trim(Text1.Text)) + C_col - 2))
+"" + "order by VIEE "

157



schr(1) = "select AN RIS TI4EE from ma3 where ma3. i H 2% 5='5701" + "
and ma3. 2> 11 =" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.£:14EJEF>=" +
Trim(Text1.Text) + """ + "and ma3. 2 V1 4F £ <="" + Trim(CStr(CSng(Trim(Textl.Text)) + C_col - 2))
+"" + "order by S VIFEE"

schr(2) = "select AN RIS VI4EEE from ma3 where ma3. i H 2% 5='5401"" + "
and ma3. 2> 1] =" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.4s#t4EJE>="" +
Trim(Text1.Text) + """ + "and ma3. 2 V1 4F E<="" + Trim(CStr(CSng(Trim(Textl.Text)) + C_col - 2))
+"" + "order by VIR "

schr(3) = "select AN BRI AVI4EEE from ma3 where ma3. i H 2% 5='5501"" + "
and ma3. 2> 11 =" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.4s i14EJEF>="" +
Trim(Text1.Text) + """ + "and ma3. 2 V1 4F E<="" + Trim(CStr(CSng(Trim(Textl.Text)) + C_col - 2))
+"" + "order by VIR "

schr(4) = "select AN BRI AVI4EE from ma3 where ma3. i H 2% 5='5502"" + "
and ma3. 2> 11 =" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.£: 1 4EJF>="" +
Trim(Text1.Text) + """ + "and ma3. 2 V1 4F £ <="" + Trim(CStr(CSng(Trim(Textl.Text)) + C_col - 2))
+"" + "order by VIR "

schr(5) = "select AN RISV from ma3 where ma3. i H 2% 5='5503" + "
and ma3. 2> 1 H]=" + Trim(CStr(CSng(Trim(Combo2.Text)))) + "and ma3.£: #14EJ&>="" +
Trim(Text1.Text) + """ + "and ma3. 2 V1 4F £ <="" + Trim(CStr(CSng(Trim(Textl.Text)) + C_col - 2))
+"" + "order by VIR "

Elself Option1(3).Value = True And Trim(Text1.Text) <>"" Then 'one year

s(0) = "insert into PLRFK(STIFE, 0, IEA) select ma3. & 1F 4, ma3. &1t
HAM), ma3 ALE 24 from ma3"

s(0) = s(0) + " where ma3.Ji H i '5='5401" and ma3.£ 4 EE="" + Trim(Text1.Text) +

s(1) = "update [LHEHE as a,ma3 as b set a.lbF=a LR +b A Zi1- % where bl H
% 5='5501" and a. XV FEE=b. UM FEE and a. 2T HH=b. & U1 )"

s(2) = "update [LFEHE as a,ma3 as b set a.lbF=a. LR +b A Eil- 4L where bl H
% 5='5502" and a. XV EE=b. UM FEE and a. 2T HH)=b. & U1 )"

s(3) = "update [LFEHE as a,ma3 as b set a.lbF=a LR +b A Zi1- %L where bl H
% 5='5503" and a. VI EE=b. UM FESE and a. 2T HH)=b. & U1 )"

s(4) = "update [LFEHE as a,ma3 as b set a.lbF=a LK +b A Rl %L where bl H
%'5='5701" and a.23 THFESE=b. 23 THF . and asx vt ]=b. 2 o A

s(5) = "update LK as ama3 as b set a.lbF=b AH R %/a.lL % where b.Jil H
% *7='5004" and a.lt % <>0 and a. T FE=b. S THEE and a. 11 =b. 2 11 )"

Call zzcash(" A 3% AR LG, "R, " EOAS 3% FH S A0

"B R

schr(0) = "select AT R4, 21 from ma3 where ma3. 5l H 4w '5='5004" +
"and ma3. & VI 4FEJE="" + Trim(Textl.Text) + "

schr(1) = "select A R4, 21 A from ma3 where ma3. 5l H 4w '5='5503" +
"and ma3. & VI 4FEE="" + Trim(Textl.Text) + "

schr(2) = "select A R4, 21 from ma3 where ma3. Wil H 4w '5='5701" +
"and ma3. & VI 4FE="" + Trim(Textl.Text) + "

schr(3) = "select A R4, 21 A from ma3 where ma3. 5l H 4w '5='5401" +
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"and ma3. 2 VI =" + Trim(Text1.Text) + ""
schr(4) = "select A4 RH AT from ma3 where ma3.0i H 4 5="5501"" +
"and ma3. 2> VI A ="" + Trim(Text1.Text) + ""
schr(5) = "select A4 RH AT from ma3 where ma3.0i H 4 5='5502" +
"and ma3. 2> VI A EE="" + Trim(Text1.Text) + ""
Else
MsgBox (" AZ A IEFE LAY, RN LB AR BRI R ELB ! )
Textl. Text =""; Text2.Text =""; Combol.Text =""; Combo2.Text =""
Fori=0To 3
Optionl(i).Value = False
Next
Exit Sub
End If
Forj=0To 5
db.RunSelectSQL (s(j))
Next
If Option1(3).Value = True Then A R AR
Set rb = db.RunSelectSQL("select Lt from LA E order by 2 1I-HIH]")
MSChart1l.RowCount = rb.RecordCount
For k =1 To rb.RecordCount
MSChartl.row = k; MSChart1.RowLabel = k; MSChart1.Data = rb(0)

rb.MoveNext
Next
Else " LA 1 2R i 4

Set b = db.RunSelectSQL("select L&, 2 114FEE from L#%K order by & il4FREE")
MSChartl.RowCount = rb.RecordCount
For k=1 To rb.RecordCount
MSChartl.row = k; MSChart1l.RowLabel = rb(1); MSChart1.Data = rb(0)
rb.MoveNext
Next
End If
Set gbl = db.RunSelectSQL(schr(0)); Set gb2 = db.RunSelectSQL(schr(1))
Set gb3 = db.RunSelectSQL(schr(2)); Set gb4 = db.RunSelectSQL(schr(3))
Set gb5 = db.RunSelectSQL(schr(4)); Set gb6 = db.RunSelectSQL(schr(5))
If Option1(3).Value = True Then
Set gb = db.RunSelectSQL("select L3 21 from LEZFE order by i HH)™)

Else

Set gb = db.RunSelectSQL("select H, &1 from LHRZE order by 114"
End If
With MSFlexGrid1

For k=1 To gb.RecordCount
For j=2 To C_col
If Trim(gb1(1)) = Left(Trim(.TextMatrix(0, j)), Len(Trim(.TextMatrix(0, j))) - 1)
then "B & B AT AIIE 4T
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.TextMatrix(1, j) = Format(gb1(0), "#,#0.00")
End If
If Trim(gb2(1)) = Left(Trim(.TextMatrix(0, j)), Len(Trim(.TextMatrix(0, j))) - 1)
Then " & 4 B AT
TextMatrix(2, j) = Format(gh2(0) + gb3(0) + gb4(0) + gb5(0) + gb6(0),
"#,#0.00")
End If
If Trim(gb(1)) = Left(Trim(.TextMatrix(0, j)), Len(Trim(.TextMatrix(0, j))) - 1)
Then " & 4 B A1 AT
.TextMatrix(3, j) = Format(gb(0), "###,##%")
End If
Next
gbl.MoveNext; gb2.MoveNext; gb3.MoveNext; gb4.MoveNext
gb5.MoveNext; gb6.MoveNext; gb.MoveNext
Next
End With
‘The program code for Case 1 was taken a case to demonstrate the function
Exit Sub
inti2_error:
MsgBox "EFEHE SCAFAR R
Exit Sub
End Sub

Private Sub zzcash(s As String, t As String, r As String) "B'E 1 5 1R KA R A
MSChart1.chartType = VtChChartType2dLine; MSChartl.ColumnCount = 1
MSChart1.ColumnLabel = Trim(Text1.Text) + "4E" + s;

MSChart1.Plot. Axis(VtChAxisIdY).AxisTitle = " Et R {i"
MSChart1.Plot. Axis(VtChAxisIdX).AxisTitle =" "
MSChart1.Plot. Axis(VtChAxisldX).AxisTitle. TextLayout.Orientation = VtOrientationHorizontal
MSChart].TitleText = Trim(Text1.Text) + "£E[#)" + s + "/ 47 & %"
MSChartl.Title.VtFont.Size = 14;
MSChart1.Plot. Axis(VtChAxisIdY).AxisTitle. VtFont.Style = Bold
MSChart1.Visible = True
With MSFlexGridl
.Cols = 14; .Rows = 4; .ColWidth(0) = 0; .ColWidth(1) = 1500
Fori=2To 13
.ColWidth(i) = 1500; .ColAlignment(i) = 7
Next
Fori=1To 12
TextMatrix(0, i + 1) = Trim(CStr(i)) + " H"
Next
TextMatrix(1, 1) =t+" (Jo) "; .TextMatrix(2, 1)=r+" (J©) "; .TextMatrix(3, 1) =s
End With
End Sub
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Development of Accounting System for Chinese Agricultural Enterprise

- Financial Accounting Software and Business Analysis Software-

ABSTRACT

In China, since the first accounting software was introduced to the market in 1978,
accounting software has evolved very rapidly and accounting software available to
businesses has changed substantially. Additionally, along with China economic reform
and opening-up, Chinese economy has made remarkable progress, accounting software
applications have become an integral part of most business operations as it can
strengthen the business management and relieve the accountant from tedious accounting
information processing. Moreover, the Chinese government gives due recognition to
management of farm accounting information, and has undertaken many reforms in
agricultural accounting rules. Yet the rate of adoption is considerably low in agriculture

compared to businesses in other sectors.

At present, there are many accounting software available in the Chinese market, but
most of the software are still financial and management accounting software integrated
with the Enterprise Resource Planning (ERP) and Customer relationship management
(CRM), and anyone of them is not specially designed applicable for agricultural
enterprise. In addition, the software are expensive, complex operation, demand for
expensive computer configuration, some after-sales service is not free. On the other
hand, there is no special software for business analysis available on the market, most
software is not embedded with the business analysis while some financial accounting
software contains simple business analyses, for instance, the k/3 series products

provided by Kingdee a leading provider of enterprise management software in China is
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limited to break even analysis, activity ratios analysis and liquidity ratio analysis.

Based on the profiles of current software available on the market, it is possible that
the insufficiencies of current software influence adoption of accounting software in
agriculture. Thus, in order to find why the adoption rate of accounting software applied
to agriculture is very low, it is necessary to investigate the factors influencing
accounting software adaption except characteristics of accounting software available on
the market. Therefore, the main objective of this study is to develop an accounting
system compatible with characteristics of agricultural enterprises accounting, which
includes financial accounting system and business analysis system. In addition, this
study aims to identify the characteristics of business manager, accountant and
accounting software characteristics influencing accounting software adoption among the

surveyed businesses.

The accounting system applied to Chinese agricultural enterprise were developed
using Microsoft Visual Basic 6.0 and C++ Builder 2009 as user interface and Microsoft
Access 2007 and 2010 to save the accounting data, with the operating system of
Microsoft Windows XP and Vista. The system requirements for accounting system are

as follows: (DAt least Chinese version of Windows XP (32-bit), @At least 1.0 GHZ
Pentium IV processor, 512 MB RAM and 100MB of disk space, ®4x CD-ROM drive

for software installation, @Display optimized for 1024 x 768 screen resolution.

The accounting system covers two modules, financial accounting system and
business analysis system. The main modules of financial accounting system are as
follows: set basic information, keep accounts, manage financial reports and manage
accounting information. The business analysis system is composed of financial

statement analysis and break even analysis. It is expected that the accounting system is
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capable of helping agricultural enterprises strengthen business management as well as
make intelligent investment and credit decisions. The financial accounting system can
reduce the user self-defining term before account starts, as far as possible supply
automatic input or selection as input accounting evidence and accounting entry, inquire
the corresponding accounting evidence while browse the ledger so as to retain the audit
trials and generate ledger, subsidiary ledger, financial reports and some specific
subsidiary schedules automatically. Additionally, the business analysis system is capable
of taking less time for carrying out the business analysis compared to existing software,
improving accuracy and presenting various analyses for corporate managers in terms of

ratio and charts to help them make intelligent investment and credit decisions.

The study is based on primary data collected from Heilongjiang, in China. Using
binomial logistic regression analysis determinants of accounting software adaption,
such as characteristics of managers, accountants and accounting software, were
examined. It confirmed low adoption rate for accounting software. The results revealed
that manager's age was negatively related to accounting software adoption, and the
number of accountants positively influenced level of adaptation. The accountant's
education level was found to be an important determinant of accounting software
adoption. Furthermore, among the accounting software related characteristics, such as
software adequacy and software timeliness were positively related to accounting
software adoption, while software security negatively influenced adoption of accounting
software.

In addition, to demonstrate the effect of accounting system, it was piloted in a

soybean processing agricultural enterprise and a corn processing agricultural enterprise

163



in China. It was concluded that the accounting system was helpful to the agricultural
enterprises to keep accounts and perform business analysis. It was said that the financial
accounting software was capable of managing accounting subject, the accounting
evidence and accounting entry simply and conveniently, data processing was faster and
more accurate than manual accounting, the financial reports were complete and reduced
the tasks of accounting calculation. It was more reasonable and effective for use while
complying with the latest accounting rules. In addition, it was revealed that the business
analysis software was fast in presenting results of analysis, helpful to focus on the
relationship indicated by the ratios rather than details of their calculation, ensured
accuracy and saved time. Moreover, it was convenient to analyze the financial statement
and carry out the break even analysis for the product, and provided managers the

references to make intelligence investment and credit decisions.

Therefore, the accounting system being simple to operate, free after-service and less

expensive is expected to be acceptable by the Chinese agricultural enterprises.
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TEREEEZMNRL LIeRF Y AT DO

—BEIY R T ALY AT A

2E

HETIE, 1978 FIZEYOMBRE Y 7 hu =T REAEL T, MBRHY 7 o7
FERLWRERAZET, FERICENRMBREHY 7 by =7 IS8 LT, 20 1,
FEOSE - BRI PERFITE LS E2 RS, GEEFRZHBLLL THBET -4 0
R A fRIEIL T 5720, REEHICMBREY 7 M =7 OFHAPEEIC R -7, PTEE
RTBRAEICBT D RFHEROEM AL 'R L, KFHBAIOUEICERVMATL, Ll fit
DEF,EZIIZHART, BECUBEFY 7 b =27 OB REPHYITKL 2o T,

SHOFEIZEBWT, FIAFRERSH Y 7 by =T RE IO —ERGFET H LI
otz LTV boOD, MEAEHER L BB E > A7 A (Enterprise Resource Planning
(ERP) & Customer relationship management (CRM) D#EA) I1347HE L7z iRBEICIZ A< |
VAT ANT—IRIICIRO D bOBRKETH D, TNHDOERY AT S, BT
DEHY 7 b =T TERNZ LITIMAT, @D = v a— & 2RI L@l e
VAT ATHY, BIEENEMETHEROTY 74— —ERXEETHHDONRL, £, B
VRAGHICE L TIX, FHY 7 b 2T R TGICRESNTE LT, MESEFHETLHO
VT MU =TGR E R AGH Y — AN S N HRBREIZE EE > TWDHDNRFERERT
D,

TR CHED Y 7 F 7 = 7 ORI ST, BEFEOY 7 N7 = 7 ORENEIE~D

i

I

2RV T Y= T OIS B RIET LI TE 5, ki, AEREICENT 520

TR 2T OERBRNIEFIELS Rolz 2 L 2RDL =010, i CTHEFEORH Y 7 by
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=T BT DRIEDIENC, MBIV 7 b =7 DISHICEEL 52 52BN EFHET S

TR, T LT, AWUETIE, BEERFORFHFRNCSIEM L TRHAOSFHE# > 2

TLAERBETLHLEAMNE L, XTSI Y 7 =T IE, MBEHR AT LLEY

XAV AT LD 2 ODMREEMAATeZ L & L, £, AFETIL, Y7 ho =T

DHMA~DEET 2 EEOELEE., KEFHRB L OB R Y 7 by =7 ICHlT 28t

WIoZexA S L,

V7 b= TBRICELTIE, ey T ASFEIC Microsoft Visual Basic 6.0 & C++

Builder 2009 ZF|H L. T —F X—AEED 7= |2 Microsoft Access 2007 & 2010 1 H

LTz, 2NV arOERPZBEERET. O32bit Z A4 7LLEO Microsoft Windows @ 0S 73

FIFHATREZ2BERE . @1.0 GHZ Pentium IV 7t » ¥ —LL . 512MB RAM LA . 100MB DL E

DT 4 AT AX—A Q) 43 CD-ROM KZ A 7, @M w5 1024 X 768 (Fci) % T 5,

K AT AOFHELERIT., MBEH T 2T LW TIIIHEHRE., EaaE. U

FERMER - BHL, UV ASI Y AT AT OWTIIMB#H RSN, BISS Lo & 72 -

TW5, TNHDOEREZIEHTIZ LICL Y BEEoREEH LML L., BEOREITH

DIZH DR REEREITRILT D Z LR AREL 2D, MBREHV AT L O T

BRLRIRZ PG T 2O —FIC KD WREDIEREAES T L9 TRLE, Fk,

BERH Z W TREHERT =2 2 AT 5BICIE, TE ORI EREZ®BILT 5 2 &7

TELE O ABANKREZ L TV, FWLLT —ZICo0TE, ik, ARRgE, M

Batdk, BEMBEE 2 O THEICHEBIN NS LN TE D, EVRAGHT AT

LD TIZ, BEDY 7 7 =7 &l U COMHEEZ BB {HEICIT/2 9 2 &2

T&, FIAEMREZDPVRT SR L TEDLT ZEICLY, BEORETHIDOIZDDL)

R B EREICTT TARRERT — 2 2 8HT 52 L TE 5,
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ARWFFENE T E O BT B PE R S B~ OB A 2 b D — IR T — ZITHKHL L T

W5, EEOEMLE. REMRBIOMBREY 7 by =7 OEREZHEIC AN, 2HAn

AT 4 v 7 ERSHT (binomial logistic analysis) ZHWT, MBRFH Y 7 b7

O Je EOFEERNEZM LM Lic, OFRRNG AL & BESOMBREY 7 b

7 =7 OFHRMENZ E R0l FERIZOWVWTRDS &, REOEEE OFEEHNME

KRV 7 by =T ORMERERICERRH D ZEEMAONIT LI, £o, KFHROAK

T, MBEFY 7 b =7 ORAICEEDREL 52 Tnb, RFHERFRYZREDO L1

I MBREY 7 b =27 ORIRICOBERREERN D oT, FiT, MBEREY 7 b

U TICBEET HRHE, BIZIX. VT MU 2T OREENPMBREY 7 by =T OFAIC

BEMNREBEE R 27, —FH, V7 MU =7 OEEEOMEEYB LI 7 b Y =7 O¥EETH

DRI B RE Y 7 b =7 ORI L HEENRBERN S D Z & ninoT,

SHIZ, KV AT AOBRFICE L TiE, SMEERBROTZOICTEREITED b

13 VN TRARSE & RN TN O W 2R, BIHISERERBROERZE L TY 7 b

VT DRBEERIZILIZED, KA T LAPREEEOHLTLIR L © R A5HITH L

THIRY =& LTREIZHET 2 2 L afm o0 5 2 L T&l, BRI, WH

StERLoOY 7 by =27 E LTI, MERBEa— RO TR EELZHHEICANTD

TEMNTE, Fo, FHRLBEAIEFICR S EMT, BREORVMB#REZHITE S L

ZAHMb, FRAUTKDEFT — LI L TRBICARNI T 5 &L OFHli 2572, ©

CRASHD Y T R =T e LT, OO OB A EfEOTEITERM L. 4y

P REVERSAENC L > TON ORI <K HAT 52 enTE o 2 ennmitish

oo EDIT, EVRAGHOFIEE LT, MEERIC K 2R OB R OeE 2

LT IR, BENLZITR O BERIZE > TREICEO L BRRELITR OB
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