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scope of discussion to a business organization and the 

various financial aspects of such an organization [4]. 

When we focus our thoughts on a business 

organization, many questions (is our business profitable, 

should a new product line be introduced, are the sales 

sufficient, etc.) strike our mind. To answer questions of 

such nature, we need to have information generated 

through the accounting process. The people who take 

policy decisions and frame business plans use such 

information.  

All business organizations work in an ever-changing 

dynamic environment. Any new programmed of the 

organization or of its competitor will affect the business. 

Accounting serves as an effective tool for measuring the 

financial pulse rate of the company. It is a continuous 

cycle of measurement of results and reporting of results 

to decision- makers. 

Just like arithmetic which is a procedural element of 

mathematics and book keeping which is the procedural 

element of accounting. Fig. 1 shows how an accounting 

system operates in business and how the flow of 

information occurs [5]. 

 
Figure 1.  The accounting system 

B. Development of Accounting Discipline 
The history of accounting can be traced back to ancient 

times. According to some beliefs, the very art of writing 

originated in order to record accounting information. 

Though this may seem to be an exaggeration, but there is 

no denying fact that accounting has a long history. 

Accounting records can be traced back to the ancient 

civilizations of China, Babylonia, Greece and Egypt. 

Accounting was used to keep records regarding the cost 

of labor and materials used in building great structures 

like the Pyramids [6]. 

During 1400s, accounting grew further because the 

needs for information of merchants in the Venis City of 

Italy increased. The first known description of double 

entry book keeping was first published in 1994 by Lucas 

Pacioli. The onset of the industrial revolution necessitated 

the development of more sophisticated accounting system, 

rather than pricing the goods based on guesses about the 

costs. The increase in competition and mass production of 

goods led to the rise of accounting as a formal branch of 

study [7]. 

With the passage of time, the corporate world grew. In 

the nineteenth century, companies came up in many areas 

of infrastructure like the railways, steel, communication, 

etc. It led to a rapid growth in accounting. As the 

complexities of business grew, ownership and 

management of business was divorced. As such, 

managers had to come up with well-defined, structured 

systems of accounting to report the performance of the 

business to its owners. 

Government also has had a lot to do with more 

accounting developments. The Income Tax brought about 

the concept of ‘income’. 

Government takes a host of other decisions, relating to 

education, health, economic planning, for which it needs 

accurate and reliable information. As such, the 

government demands stringent accountability in the 

corporate sector, which forces the accounting process to 

be as objective and formal as possible [8]. 

C. Inventory System 
Inventory is a system for determining the optimal 

ordering and store .material which minimized the related 

costs about the inventory material.  

D. Productivity and Profitability 
In the workshop, the efficiency may be the ratio 

between the numbers of working hours spent to produce 

commodity or consumed amount of material to produce. 

In terms of investment efficiency is “concept worksheet 

capital”. Thus, profit can be considered as an output. 

Greater efficiency ensures high profits for the company 

while productivity is low, leading to reduced income, 

when the value of all outputs and inputs are expressed by 

the following equation [9].  

Value=Quantity × price 

In that case the value changes over time, the rate of 

output price and value, volume and input prices can be 

calculated as follows. 

Output value =Unit price × quantity sold  

Valuable inputs = value × unit cost level inputs 

Comparison between related changes in the value of 

the outputs and the inputs by considering changes in 

profitability, in simpler terms:  

Profitability ==
input rate

selling rate
×

unit purchase cost

selling price per unit
 

Profit = Cover the physical productivity × price 

Profitability =
cost

total revenue
 

Given this relationship, over time, profitability is 

determined as change in the product value by comparing 

to the input value and also productivity is determined as 

change in the ratio between the product numbers and used 

input value [10]. 

Profitability considered as financial efficiency by 

consisting physical productivity and cover price. Changes 

in profitability is depending on efficiency changes and 

coverage prices , and changes in the components of the 

cover price (sales and cost price) can be separated from 

the issue of productivity and will cause changes in 

profitability. 

Historians demonstrated over thousands of years that 

accounting reports are prepared and bookkeeping records 

dated back to the time of early civilizations mankind and 
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The critical value of the variable Z to -1/64 is in error.

Since Zo test statistic is greater than the critical value Zx

with assuming 95%, therefore, we accepted assumed Ho

and rejected assumed H1.

By testing the above hypothesis; we can conclude that

the use of appropriate storage systems inventory can

increase the efficiency and profitability of the plant.
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