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PREFACE 

This thesis has been developed to meet a definite 

need for a comprehensive, organized, and usable manual in 

the particular field of accounting office methods, systems, 

and procedures. Practical information, which has previous

ly been widely scattered and in many instances has not been 

readily accessible, is brought together in a single source. 

Every effort has been made to present the most effective 

methods, systems, and procedures that have been developed 

by many authorities and used by a variety of companies --

large, medium, and small. This thesis is thus adapted to 

the requirements of anyone interested in efficient opera

tion of the office — the office manager, the methods 

supervisor, the systems and procedures analyst, the con

troller, the accountant, the specialist in forms and equip

ment, and the business man. 

The approach employed is that of industrial engineer

ing applied to the accounting office. It follows a contin

uity from fundamentals into a complete working program 

which is based on the well-established principles of work 

simplification, standardization, and motion economy. The 

variety of analytical techniques described provides for 

systematic scrutiny of any or every element of office work. 

S It shows how to insure consideration of all the aspects — 
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record forms, reports, activities of personnel, filing, 

machines employed, space utilization, office layout — 

which should be taken into account and provided for if 

the most practical, productive, and economical results ̂ ire 

to be secured. 

In order to give a more comprehensive understanding 

of all the elements that must be considered in solving 

specific problems of procedure desiĵ n, effort has been made 

to show the interplay of the many factors that are involved 

in tying all the details together. Special attention has 

been given to the procedural interrelationship of company 

policies, btislness economics, accounting principles, 

improvement of methods, simplification of operations, and 

the design of forms and systems. 



TABLE OF CONTENTS 

CHAPTER PAGE 

I. INTRODUCTION 1 

The Problem 1 

Organization 3 

The Basic Problem 6 

Objectives 7 

Fundamental Projects 8 

Fundamental Accomplishments 9 

Relationship of the Three Fundamentals . , 9 

II. NATURE OF THE ACCOUNTING SYSTaH 11 

Accounting Records of a Business 12 

III. OFFICE INVENTORY SURVEY TECHiMI*«iUL̂ S l4 

Types of Record i'orms l6 

List of Record Forms 17 

Reports 18 

Filing Systems 19 

Office 21 

Office Space 23 

Personnel 2i| 

Office Procedure 25 

IV. ANALYSIS SURVEY TECHNIQUES 26 

Form Record Analysis 27 

Process Chart — Form Routine Analysis , , 32 



Iv 

CHAPTER PAGE 

Analysis of Reports 34 

V. PROCESS ANALYSIS CHARTS 40 

Identifying Work Items and Work Steps . . 4l 

Determining Possibilities for Standard

izing Work Steps . . . ; ; • ; • ; . . . . 43 

steps That are Common ; . . . . 45 

Steps That Can Be Made Common 46 

Steps Having Differences That Can Be 

Minimized . 49 

VI. SYSTEM AND PROCEDURE DESIGN :^1 

Work Methods 5l 

torm Design Stage 52 

System Design Stage . . . . 53 

Process of Elimination in System Design . 53 

Procedure Design State . . '. 60 

V I I . FORMS CONTROL PROGRAM 62 

The Forms Control Unit 62 

Originating New Forms 63 

Forms control System 64 

The Forms Control Supervisor 64 

Procedure For Origineting New Forms . . . 68 

Perpetual Inventory Method 71 

Periodic Physical Count Method 71 

Packaged Invontpry M^hod ._.^ 72 



— ^ 

CHAPTER PAGE 

V I I I . CHECKS AND VOUCHERS 76 

Definition of Negotiable Instrument . . . 76 

Liability of the Drawer I6 

Stop-payment . . ' 80 

Safety Papers . '. 8I 

Check Sizes ., 84 

Standardized Check Design 85 

Checks for Window Envelopes 85 

Checks With Detachable otubs 87 

Fingerprints on Checks 89 

Thumbprinted Indorsement Checks For The 

Blind 91 

The Voucher Check 92 

Numerical Sorting of Checks 97 

New Checkwriter and Signer 99 

IX. INTERNAL CONTROL 101 

Common Methods of Embezzlement \0\\. 

Perforating Equipment for Internal Control 105 

X. CONCLUSION 109 

BIBLIOGRAPHY Ill 



CHAPTER I 

INTRODUCTION 

The accounting office in mnny respects may be com

pared to the factory. Its management and supervision have 

comparable problems -- materials, machines, personnel, 

costs and production. An efficient accounting office de

mands the application of the same dynamic principles of 

scientific management as are required in factory adminis

tration. Its ultimate objective is (1) to produce effi

ciently and economically, and (2) to contribute to the 

over-all company success. 

The primary difference between the accounting office 

and the factory is that materials are processed in the 

factory, whereas business papers are processed in the 

accounting office. Unfortunately, the efficiency of the 

paper-work end of business has not kept pace with manu

facturing progress. The pressing need for modernization 

in accounting offices has brought into existence the need 

for accounting office methods work (industrial engin-:iering 

applied to the accounting office.) 

Accounting office methods work is the practical 

approach for seeking, finding, and applying the one best 

way to solve all types of accounting office problems. 



The greatost hardship to tho profession is ranage-

ment*s lack of interest. Many concerns do not recognize 

the full value and the potentialities of accounting office 

methods work. They do not realize that innumerable worth

while economies can be brought about through effective re

search conducted by an internal office methods unit. 

If accounting office methods are never analyzed 

critically, they may never bo improved upon. Too many 

routines are continued year after year for the simple 

reason that they are considered adequate. Liusiness growth 

(in necessitating more recorded information), changing 

conditions (changes in proaucts, personnel, policies, laws, 

and the general economic situation), and prepress in faci

lities and methods (improved office equipment, machines, 

and moaornized ways of doing things) are bound to make 

methods obsolete in a short period of time. A method is 
o 

obsolfjte when a more practical means has been found. 

Tho scieiice of accounting! office methods work is 

applicable to all sizes and all kinds of tusinê sses and 

institutions. Techniques of analysis, tested short cuts, 

and improved methods can be applied wherever paper work is 

done. 

i> H. J. Roth, "Methods and Procedures Ô ;ranization*', 
AMA Office Management Series, !<o. 103, P» 7-

2 Colenan L. Maze, Office Management. (Now York: 
Tho Ronald Pross Company, 1947)f P« 5l7» 



The extent of the potential savings from methods 

development depends entirely upon the caliber of the men 

hired to do this work. The success of any methods program 

is in direct proportion to the knowledge and skill of the 

individuals who diagnose and devise the methods. 

The accounting office methods unit must have tho 

full support and backing of top management to be success

ful in coordinating intracompany activities. Without this 

complete support the methods unit is severely handicapped. 

The unit must be established to serve all accounting 

divisions of the organization on equal terms. To achieve 

the best results it should report to one of the higher 

executives, not one whose responsibility is limited to the 

activity of any single division or department. As an alter

native, the unit may report to a committee composed of all 

division heads.^ The most effective job can be done only 

when it reports to an unbiased executive or to a repre

sentative committee. Such unbiased support gives the 

methods unit the opportunity to function froe from restric

tions and present its findings and recommendations for 

impartial consideration. 

The methods unit, whether an individual or a group, 

should serve in a staff capacity in all its functions. 

^ Ibid., p. 524. 



Members of the unit cannot do creative thinking or function 

constructively at full capacity if they are constantly 

"bogged down" with operating routines or the details of 

line responsibilities. 

The size of the methods staff is contingent upon 

the volume of paper work in the individual organization. 

It is generally agreed that the money spent for tho ser

vices of a full-time methods man can be a profitable in

vestment in an organization having as few as twenty-five 

clerical employees. The methods staff normally increases 

at a ratio of one member for each 100 to 200 additional 

office employees. Although it is recognized that office 

methods work is not a part-timo job, it is advisable to have 

an experienced individual responsible for methods improve

ment in organizations havin/j less than twenty-five clerks.^ 

The structure of a methods unit will vary in diff

erent organizations. Much depends upon the size of the 

firm, the type of business or institution, and the volume 

of paper work. In general, a methods staff may be estab

lished as an associate unit or a specialized unit.^ 

Tho Associate Methods Unit. This method of organi

zation is found usually in saull and medium-sized organiza-

k Ibid., p. 527. 
5 IEIc[.. p. 525. 



tions. Tho methods men work as associates and not as 

specialists on a particular phase of accounting methods 

work. Under this plan the assignments are not broken down. 

When a request is received, the work involved is determin

ed and the assignment is usually made to the man who can 

defer other work that he may be doing. The methods men 

are not specialists in any particular field of accounting 

methods work, but are capable of doing any and all phases 

of this work in the entire accounting department. If pro

blems come up in a field where the individual has not had 

sufficient experience, he is expected to consult with 

others for advice. 

In addition to methods work, certain functions of 

forms control are Included in the assignments. Each man 

designs now and revised forms and prepares complete repro

duction specifications. 

Tho Specialized Methods Unit. In large accounting 

offices where procedures are more comprehensive there is a 

need for certain specialized work. In such cases tho 

special kinds of work are assigned to different individuals 

specifically trained in tho respective activities, and pro

jects are completed through the combined efforts of all 

members of the group. 

Tho staff of a specialized unit may consist of 



general methods analysts, with specialists for accounting, 

filing, office machines, space layout, procedure writing, 

and form designing. The office machine men may 3pecialize 

in specific types of machines, such as typewriters, account

ing machines, calculating machines, tabulating machines, 

and duplicating machines. 

The Basic Problem. There are usually many ways to 

do a job, but there is only one best way. The finding and 

applying of that one best way for solving any given pro

blem is methods work. Therefore, accounting office methods 

work fundamentally is intelligent selection of the superior 

method from the various possible ways the job can be done. 

This selection of the most effective solution is based upon 

facts obtained throû ĥ organized research and analysis. 

The accounting methods man works on the assumption 

that there is no perfect operation, system, or procedure 

in existence. He is uisare that office methods problems 

exist everywhere in the organization — some of them ap

parent, but moat of them not apparent. He realizes that 

line supervisors and clerks doing paper work are usually 

too close to the work to realize that problems xist. He 

also realizes that most people are satisf1 d with the way 

they are doing their work, or, if not, are too ' usy to 

modernize their procedures for the purpose of saving: time 



and cost. 

In practice, the facts required for souna conclu

sions must be obtained by consultation (asking quostions), 

by observation (seeing, whet is actually happening), and ly 

opon-mindedneas (willingness to weigh facts). 

The key to accounting office methods work is to 

determine a systematic course to follow. The objectives 

must be formulated, the project being studied must bo 

comprehended, and the anticipated accomplishments must be 

predetermined to produce definite results. 

Fundamental Objectives. The establishment of objec

tives should be the first consideration in any analytical 

work. Specific aims are required to attain the moat feas

ible result. 

In accounting methods research, the four fundamental 

direct objectives in regard to procedures, forms and other 

factors are to: 

1. Eliminate 2. Combine 3« Simplify I4.. Improve^ 

Eliminate. The first and most Important objective 

is to eliminate. Everything that is not absolutely neces

sary should be eliminated. If the entire project cannot 

be eliminated, then any portion or details that are not 

/ George R. Terry, Office Manag;ement m d Control. 
(Chicago: Richard D. Irwin, Inc., 1949)# P«"359. 
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required should be eliminated. 

Combine. If the accounting methods man cannot 

eliminate, then his next objective is to combine. When 

he combines, some details will usually be eliminated (a 

record, a posting, a reference, or an operation) and the 

method will usually be simplified and improved at the same 

time. 

Simplify, The simplest way of doln̂ . work is nor

mally tho easiest and most practical way. Elementary ways 

of doing a job should receive serious consideration. 

Methods can be simplified by changing sequence of operation, 

rearranging the v.orkplace, redesigning the form, and ap

plying modern means for accomplishing results. 

Improve. There are times when it may be impossible 

to eliminate, combine, or simplify; under such circum

stances the most practical result is achieved by improving. 

A more thorough or modern method may be the one best way. 

For example, a system may be improved so that its direct 

result is to Increase stock turnover and reduce inventory 

investment, or increase productivity. 

Fundamental Projects in Accounting Office Work. 

Analytical studies also require that the work under invest

igation be broken down into its component projects so that 

each such element can be observed and analyzed Individually, 



There are seven fundamental projects or elements in basic 

office work: (1) Record forms (2) Reports (3) Filing (4) 

Equipment, machines, and special devices (5) Space (6) 
o 

Personnel and (7) Procedures. 

Each of these basic projects or elements is so 

closely related to the others that a change in any one may 

require revision in one or more of the other projects or 

elements to achieve the desired result. 

Fundamental Accomplishments Resulting from Account" 

iny. Methods Research. In analytical work, there should 

always be some benefits or accomplishments anticipated from 

the efforts expended. In any office methods work, as in 

all betterment work, the four fundamental accomplishments 

desired are: 

1. Get the most practical result, 

2. In the shortest period of time, 

3. With the least amount of effort, 

I4.. At tho lowest over-all cost. 

A given problem is solved when all these benefits 

! are attained. 

Relationship of the Three fundamentals. The three 

fundamentals — objectives, projects, and accomplishments — 

^ Terry, op. Pit.. 283. 
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must be considered collectively to achieve the end result. 

Their relationship is charged in li-igure 1. 

1 2 3 4 
/Eliminate/ /Combine/ /Simplify/ /Improve/ 

B 

PROJECTS 

/k^nwi/^eports/FilinR/Squipment/Space/Personnel/ProceduresZ 
X 2 3 4 5 6 1 

.ng/Equl] 

/ACC0MPLISHMENT57 
1 2 3 

/ Get the Most /in the Shortest/Requiring the Least/ 
/Practical Result/ Period of Time/ Amount of Effort / 

/At the Lowest/ 
/Over-all Cost/ 

Fig. 1. Fundamental program chart of office methods work 



CHAPTER II 

NATURE OF THE ACCOUNTING SYSTEM 

The accounting system is an organization of forms, 

records and reports, closely coordinated to facilitate 

business management through determining certain basic and 

required information. The information that management must 

obtain includes the following: (1) the amount of profit 

earned in a given period; (2) the assets, liabilities, and 

net worth of the business at any time; (3) a large amount 

of supplementary detailed information such as the amount of 

sales, how . .uch the customers have paid, the amounts tho 

customers still owe, the amount of purchases, the amounts 

still owing to creditors, and inventories on hand; (4) much 

information which must bo submitted to governmental or other 

regulatory bodies, such as used in the preparation of fed

eral and state income tax reports, withholding tax reports, 

employee earnings reports, distribution costs, and rate 

making data for public utilitios. 

The accounting system must also provide for the 

safeguarding of the assets of the business firm. By pro

viding certain controls or checks in the accounting system, 

fraud, illegal conversion of assets, and errors should bo 

eliminated or minimized. 
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Since there are many different kinds of businesses, 

the objectives of the accounting system must of necessity 

vary somewhat from the items previously listed. A manu

facturer, for example, would want the accounting system to 

furnish additional information about the cost of producing 

the various items to be sold. A bank would expect to 

obtain through its accounting system information relating 

to the deposits made, checks drawn and investments made, 

as well as trust and estate information. Jertain personal 

business types such as laundries, advertising, public 

accounting, and insurance brokerege, will have the account

ing systems show primarily the gross income, the expenses 

incurred, and the net income remaining. 

No matter what the nature of the business may oe, 

every accounting system Is made up of the following: 

(1) A series of printed forms such as invoices, 
vouchers, checks end reports, which aro used 
in establishing certain accounting and office 
systems and routines, end which are the basis 
for making accounting entries. 

(2) A series of books in which the original entries 
are made from these records. These books are 
the large number of journals that may be used. 

(3) A series of ledgers in which tho information 
recorded In the journals is summarized or 
collected under account headings. 

(4) A series of reports or statements such as trial 
balances, abstracts of ledgers, profit and loss 
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statements, and balance sheets.^ 

J- John J. W, Neuner and Ulrich J. Neuner, Accounting 
Systems. (Scranton, Pennsylvania: International ̂ i'extbook 
Company, 1949,)p. 1. 



CHAPTER III 

OFFICE INVEii'TOHY SURVEY TECHNIQUES 

The first step in any analytical program is to 

determine the basic elements involved in the work to bo 

analysed. In accounting office methods work there are 

seven fundamental elements or projects involved, which are, 

(1) forma, (2) reports, (3) filing, (4) equipment, (5) 

space, (6) personnel, and (7) procedures. 

Use of the term "inventory" is convenient to design

ate the information compiled through such surveys. In its 

strict sense this term applies to physical items counted 

and listed to show how many of each are on hand. Its use 

In this and subsequent chapters, however, is in tho sense 

of tho number of varieties of an item, not how many of each 

are In stock. 

To continue tho analysis, each of those elements 

must be broken down into its component parts in order to 

present in concrete detail a complete picture of the ele

ment or.project. 

Tho simplest of tho office methods analytical sur

veys is that of tabulating lists of all the kinds or 

varieties of items in use under each of tho elements listed 

above. For personnel, names and their jot titles are 
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recorded, supplemented by other helpful data. Itemizing 

the data in written form will reveal many features that 

may be questioned or subjected to further discussion or 

analysis. Few supervisors realize the extent of the work 

being performed within their departments until they see the 

skeleton outline in tangible form. 

Each survey technique can be taken in a department, 

a section of a department, a branch office, or to cover a 

specific procedure. It is not practical to use this plan 

for a project covering the whole company or any large divi

sion because the data accumulated are too voluminous to bo 

readily comprehended and constructively used. However, tho 

entire company can be covered by analyzing the respective 

departments individually. 

While forms are ofton used to assemble the survey 

data, in most cases horizontally ruled or columnar paper 

can be employed for the same prupose. The listing can be 

expanded Into an assembling of additional Information 

whore desired. The extent of the supplementary Information 

depends upon the need to be met or the use to which the 

survey will be subjected. 

Records covering any of tho seven fundamental elo-

1 I. A. Herrmann, "Standardization of Record Forms," 
Office Management Series No. 103, American Management 
Association, 19lIZ|» P* 10. 
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monts or projects also furnish the basic information for 

making or chocking other kinds of surveys under tho ana

lysis technique or the summeû y technique methods. 

Types of Record Forms. Figure 1 provides for an 

itomlzod listing of all the record forms used in a depart

ment, section, or a procedure being surveyed. 

%-^ 

• - , ' • ! • ,!• y-l • 

M-

t 

LIST OF RECORD FORMS £jGen. £J I n t e r - £jDept 
dept . 

Data com
p i l e d by Dept. Date 

Forms / /DeptT >^^./Section 
used ' '\' of Dept. 
in / y P r o c o d u r e 

No. 

I 0" 

Form 
••••!! 

-Sfet' t-:> 

T-^ 

Form T i t l e 

• . M l 

m 

h 
<fmm trnmrnmrnmim 

mmum 

Insert Supple 
mental inform
ation here 

Fig, 1 List of record forms 
/ 

Tho three typos of forms — departmental, inter

departmental, and general — should be segregated on tho 
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report, to facilitate further analysis. 

Departmental Forms. These are the forms normally 

made up for use only in individual depertments. They in

clude forms devised, revised, or declared obsolete by the 

department supervisor. They may be intended only for 

internal use, or they may be sent out to other departments. 

This listing must be compiled if it is not already 

available in the departmental forms file in tho forms con-

2 
trol section. 

Interdepartmental Forms. These are the forms used 

by more than one department. Usually these forms f.re 

originated in on© department and passed on to one or more 

other departments.-^ They may be the oriî inals, or copies 

from a set of forms. The uses of such forms can be as

certained from the statement of duties reports prepared 

by each employee under the analysis techniques to be aes-

cribed in Chapter 4» 

List of Record Forms. The list of record forms 

can be a simple register of the forms used, itemizing 

only the form number and the form title, or it may be 

expanded to contain additional data. The right-hand 

" \ Ibid., p. 16. 
3 Ibid., p. 16. 
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column of the form can be used to compile any necessary 

supplementary information. The additional information 

may be written in descriptively, or entered in check 

columns, for analysis purposes. The supplementary data 

may include (1) number of copies in the set, (2) distri

bution of copies, (3) recording methods, (4) purpose 

served, (5) annual quantity used, (6) annual usage costs, 

(7) filing methods, (8) retention periods, (9) improvement 

notes. 

Reports. A report, whether prepared on a printed 

form or on blank paper, is a medium used to forward in

formation to others. In many cases It contains some 
4 

statistical recapitulations. 

The list of reports illustrated in Figure 2 pro

vides for recording all the reports that are issued by, 

or received in, the department being surveyed, ^hen pro-

paring this list, it is advisable to separate the reports 

that are originated in the department from those that 

are received from other departments. This sej_,ret,ation 

facilitates analysis. 

Many reports are prepared on printed or duplicated 

forms (with or without form numbers). Others are pre

pared on blank paper. Usually the methods staff has 
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analyzed the procedure and design of the printed report 

forms having form numbers, tut the prepar^ition of reports 

rot hevinii form numbers has been left to the discretion 

of the individuals preparing these reports. The methods 

man, therefore, can usually accomplish better results by 

analyzing the reports that do not have form numLers, 

because they have not been subjected to the same control 

as those having form numbers. 

The right column In Figure 2 is for supplemental 

Information, such as (1) number of copies in the set, (2) 

distribution of copies, (3) purpose served, (4) filing 

method, (5) retention period, and (6) improvement notes. 

Filing Systems. Few supervisors realize how many 

different filing systems exist in their depart-nonts until 

they review the report furnished on the list of filing 

systems illustrated in figure 3. There are many personal 

or individual desk drawer systems and records kept on 

blank sh ©ts in ring binders, on blank or ruled cards, or 

on individually drawn forms that sredisclosed by this 

inventory. It is necessary to contact and question each 

employee to find out this information. 

The basic information for this listing is the name 

of filing systems and the kind of matter filed. These 

items can be supplemented with other helpful data, such as 
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iio, in̂ . system matter filed ^ocumentSyston ethou 
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h i g . 3 L i s t of 1 illn,^^ w^ystems 



:i 

(1) size of the document (width and hei(̂ :ht), (2) Type of 

system (loose matter, posted record, reference record), 

(3) Indexing method (alphabetical, numerical, geographical, 

subject, special, or any combined method of indexing) end 

(4) Employees maintaining the filing systems (this is 

done by code numbers cross-referencod and copied from 

the line number assigned to the employee as listed in 

Figure 5).^ 

Compared with the hard work represented by the 

current file, the compilation and bringing up to date 

of the different kinds of filing systems used will be 

almost a pastime. Tho time spent on its initiation, how-

over, will be found to pay dividends in the time saved in 

the routine work, in reviewing the work -- particularly 

in obtaining a telescopic view of it, and in tuilding 

up good will with the employees who are apt to regard 

with favor an office manager who will not have to ask so 

many questions because by referring to his list of filing 

systems ho can find answers and save timo.^ 

Office Equipment. Figure 4 is primarily used to 

aid in making an office layout so that all the equipment 

i> Clifford S. brison, "Components of a Model Per
manent File", The Accounting Revlow, July, 19^6 

S t̂ S'.GftfiSi '̂ Standards for Off ice Equipment." NOMA 
Forum. National Orflco Management Association, Octobor, 
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LIST OF OFFICE E^UIPMiiNT 

Data com
piled by Dept. iJ'at .e 

• • 

Equipment / V Dept / V Section 
used in of Dept. 

f^ Procedure 

No. Property No. Trade Name and Kind of 
Equipment 

Kind. 

1 
Size 

il
lQ

U
ip

. 
M
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h

in
es

 
D

ev
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es
 

j 
W

id
th

 
D

eo
th

 

Other 
dstaUs 

A 

33 

1 

q> « 
0)0 

O 

pn: 
eo 
*d J) 

Fig. 1| List of Office Equipment 

is accounted for in tho floor plan. The basic information 

for this listing is the property number and the trade name 

and kind of equipment. The word "equipment" is used in 

its broad term, and a classification breakdown of furniture, 

filing equipment, machines and devices is desirable. This 

can be supplemented with other helpful data, such as size, 

I color of finish, machine details (in case of typewriters, 

kind of type, carriage width, model number, and series 

number), value of equipment (it is important that the super

visor realize the total value of the equipment investment 

under his care), employee using the equipment (shown by 

code numbers oross-roferencod and copied from the line 
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number assigned to the employee as listed on Figure 5» 

LIST OF Pb;RSONNEL 

Data com
p i l e d by D e p t . 

t-

S o i:jnployeos / V ^ e p t / V s a c t i o n of 
o -̂ ^ -— D e p t . 
rH ® / /Procedure 
M4 "o 

S 0 ,. 

Employee's Name 
1 
? 
3 
!i 

c: 
A 
7 
A 
9 ..... 

JLO 

Job T i t l e 

Date 

Sex 
m t 

. 

> 
^ Salary 

0 
^ G 
0 

•-> 

. — i . ^ 

Fig 5» List of Personnel 

Office Space. A scaled floor plan of the area 

(scaled one-quarter inch to the foot, now a standard for 

office and factory layouts), showing walls, partitions, 

columns, doors, windows, main aisles, and all fixed utili

ties such as radiators and drinking fountains, is suffi

cient for making a space survey.- The floor plan can bo 

marked to show dopartmental division when walls do not 

exist. It also provides the means for laying out tho 



departmental aisles and the location of furniture and equip

ment. 7 

Dividing the total square feet in a departmental 

area by the number of employees working in that area gives 

the average number of aqurre feet per employee. This fig

ure is important when comparing average employee areas in 
Q 

the different departments. 

Personnel. The information necessary for preparing 

the list of personnel Illustrated in Figure 5 can be ob

tained from the supervisor, the payroll department, or 

the salaried job analyst. This listing can be used for 

preparing departmental organization charts and job cost

ing procedures. This list is essential for the methods 

analyst when he must contact all the employees in a de

partment. It can also be used as a cross-reference by 

using a key code for the other lists when the employees 

are Included in the supplementary Information. The line 

number establishes the numerical key code. The basic 

information for this listing is the employee's name and 

tho job title. This can be supplemented with other help

ful data, such as sex, job level number (rate range), 

Y George R. Terry, Office Management and Control, 
(Chicago: Richard D. Irwin, Inc., 1949), pp."lIIo-149. 

^ Ibid., p. 156 
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salary, age, seniority (length of service with company). 

Office Procedures. This list, sometimes called tho 

"activity list", is a record of all the procedures in a 

department -- for instance, order procedure, invoice 

procedure, accounts receivable procedure, accounts payable 

procedure, sales statistics, and inventory control. This 

list of procedures is somewhat of a recapitulation of all 

the other lists. It is used primarily as the <|)«ftl% for 

the other types of surveys. It becomes the foundation 

for the activity portion used in preparing a work distri

bution chart.9 

V VV. J, Donald, Handbook of Business Administration, 
(New Yorkt Tho McGraw-Hill BoolTCompany, 1931). p. bl3-8li4. 



CHAPTER IV 

ANALYSIS SURVEY TECHNI'̂ UES 

The office inventory survey techniques, described 

in Chapter 3 aro primarily starting points for further 

analysis. Every item listed on each of these inventory 

sheets is subject to diagnosis. Methods work is involved, 

and systematic research is necessary to assemble all 

essential facts. The best procedure is to compile tho 

required information on analysis forms so that a standard

ized plan will be followed by each analyst. Standardized 

written reports also permit all interested parties to 

review details and ask questions. Important data over

looked by one analyst may be picked up by another. 

iiiach form used for making an analysis presents de

tailed information that constantly raises the questions, 

what, how, who, when, and where concerning all phases of 

the existing method. The analyst must apply a demanding 

"why" to tho answer of each of these questions to find out 

whether there is any sound reason for doing the work, or 

for performing it In the current manner. Why is it nec

essary? Why is this operation done hero? Why does this 

person do it? Why is it filed this way? vVhy is there 

this writing method used? Answers to "why" questions aro 
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keys for determining the final reconmiendation. Recommend

ation notes should be made as the survey progresses.^ 

The analysis forms may serve a dual purpose. They 

can be used both in the analysis and in the proposal (im

proved plan.) The presentation of both the present and 

the proposed methods on the same analysis forms facilitates 

comparison and makes improvements readily identifiable. 

Record Form Analysis. The need and use of a record 

is established when a form is originated, but changing con

ditions over a period of time and turnover of employees on 

the job may alter the situation considerably. It is nec

essary to obtain detailed information on many specific 

points in the course of an analysis survey. 

Tho use to be made of the form includes a considera

tion of such things as how the information to be entered 

on the form will be received by tho person preparing the 

form; whether the form is to be filled in in pencil, 

in ink, or on a machine; how long the form is to be kept; 

the relation of the form in question to tho other forms.^ 

Tho purpose of any form is to make the performance 

of clerical work easier than it would be if a blank sheet 

"" i John H, MacDonald, Office Management, (New York: 
Prentloo-Hall, Inc., 19i+7) p. 296. 

^ Loc. Clt. 
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of paper were used. The kind of information to be entered 

on the form, how it will appear on the form, and other 

similar matters must receive first consideration. 

What is this form supposed to accomplish? The 

reason for its existence can determine whether it is nec

essary, whether it fulfills the need, and whether super

fluous information is recorded. 

Last Revision Date. When wasthe lest date this 

form was revised? (The last revision date is important 

in determining the time of previous study.) liormally, 

two years aro the maximum life of a form, without some 

change.3 Record forma that have not been revised within 

a two-year period should be given special consideration 

in an analysis. 

Physical Factors. Are the size, color, weight end 

grade of stock, and the color of ink the best for the job? 

Is the set construction proper, and is every copy in the 

sot absolutely necessary? A study of the physical factors 

can determine whether the printing or clerical costs can 

bo reduced or the operation improved by making a change 

in specification. 

^ Coleman L. Maze, Office Management, (New York: 
The Ronald Pross Company, 1947) p. 50?. 

/ 
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Annual Rate of Use and Cost. Does the total cost 

justify tho existence of the form? The annual rate of 

use times the unit cost equals the annual form cost. The 

clerical cost added to this will give the total annual 

cost.H- (This cost includes supervision and overhead.) 

Source of Information. Vi/ho originates the form 

and from what source is it taken? It may bo possible to 

use a copy of the source record or combine it with another 

record to eliminate this form. 

Writing Method. Is the form written or recorded 

by pencil or pen, or by typewriter, or other type of 

machine? Determine whether this is the best writing 

method to get legibility, best production, sufficient 

copies, and proof of work. 

Carbon Paper. Is the proper carbon paper being 

used to get the best results? A chock of the kind (pencil, 

typewriter, or billing), weight, and finish of the carbon 

paper and an examination of the carbon copies will give 

the answer. 

Filing Equipment. Is the best filing end indexing 

method being used? A thorough knowledge of filing equip-

"•" h Ibid., p. 713 
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mont, filing systems, and indexing methods is necessary 

to answer this question. A change from a blind file to 

a visible file may permit combination records and visible 

control; such a change will reduce clerical work and im

prove the value of the record. A change from an alpha

betical system to a numerical, geographical, or subject 

index may increase the speed and efficiency with which 

records can be filed and found.^ The location of the in

dex is very important on every form. 

General Procedure. A brief outline of the pro

cedure, describing the distribution, routing, and tho 

operations performed for each copy in the set, is helpful 

to tho analyst in reviewing the functional aspect of the 

record form. 

Improvement Notes. A space is provided at the 

bottom of this analysis sheet for improvement notes. As 

quostions are being asked and visual observation is being 

made, many ideas come to mind. These ideas should bo 

recorded so that they are not overlooked when form im

provement is being developed. 

Specimen Copy of the Form. A sample of the form 

:> John J. W. Neuner and B. R. Haynes, Office Manage* 
ment and Practices. (Cincinnati: South-western PuDiiahing 
ZTo^anyT WV/), P. 179-
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should always be obtained and attached to the analysis 

sheet to become a part of the complete survey. If there 

are many variations in entries, two or more specimen 

copies should bo made to cover all problems. The analyst 

should also review a number of the existing recorded forms 

to see whether any portions are not being used or whether 

some portions are crowded. 

Process Chart — Form Routine Analysis. Forms that 

require a number of operations to complete or forms that 

are routed to a number of places require additional 

information to complete the analysis.^ Figure 2 illus

trates a process chart — form routine aralysis — which 

is used to analyze the complete work flow. This form 

is printed on the reverse of the record form analysis. 

In the top portion of Figure 2 is entered a list 

of employees handling this form. The center portion gives 

a step-by-step description of the flow of work, using a 

process chart to indicate operation, move, storage, and 

inspection. Columns are also provided to show distance 

of a move, time required for processing each step, and tho 

average number handled each day. An employee key number 

(at the loft side) is used to show which employee performs 

^ Colemen L. Maze, Office Management. (New York: 
The Ronald Press Company, 1947) P« 532. 
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each step.7 This key number is established as tho line 

number in the list of employees recorded above. Code 

letters (A, B, C, etc.) are recorded at the right side 

to cross-reference remarks or improvement notes recorded 

at the bottom section. The remarks at the bottom thus 

tie in with the step performance. Separate form routine 

analysis sheets can be used to trace the work 1 low of 

each copy in a set. 

Analysis of lie ports. Reports are prepared to f̂ lve 

an account of facts or statistics in summary form. 

Normally, they are used to transmit current information 

to several sources and hence multiple copies must bo 

made. 

Reports, to be of maximum value, should be com

parative. The current facts should be compared with 

previous facts or forecasts so that the individuals re

ceiving a report can evaluate the result. i<eports are 

necessary in every organization because they form the 

basis for management decisions. However, many reports 

are Imperfect and do not serve the need, and others aro 
7 

no longer useful and should bo discontinued.' 

Figure 3 can bo used for analysis of reports (tho 

printed fonn reports and those prepared on blank paper). 

' ( Loo. Clt. 
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This form contains the essential data necessary for tho 

methods man to obtain .the information required in a sur

vey. Does the report accomplish its purpose? This can 

best be determined by contacting each individual receiving 

a copy to make sure that the data are complete and present

ed in proper form. During the interview the analyst should 

also ascertain whether there are any data which can be 

eliminated. 

A study of the physical factors will show whether 

the printing and transcription cost can be reduced by re

vising the specifications or the writing method. 

At times it will be impossible to got a specimen 

of a report because it may be prepared on blank paper, 

or its confidential nature will not permit cirulation. 

A brief description of the report can bo written In this 

space on tho analysis sheet if a copy is not available. 

A copy of the printed form, if availalle, with specimen 

entries, or a sketch of the layout should become a part 

of tho survey.° 

This report may bo compiled from record statistics 

taken from one or more sources. Consideration should be 

given to redesigning the original record so that it, or 

copies made from it, can be used for the final report. 

6 6. R. Terry, Office Management and Control, 
(Chicago: Richard D. Irwin, Inc., 1949) p. 2BB1 
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Is the period covered by this report too frequent 

or not frequent enough? A weekly report may be more 

practical than a dally report, or a monthly report may 

give more significant statistics than one prepared every 

week. 

Are reports released soon enough to be of value? 

Time is usually an important factor because the results 

obtained can have a bearing on the action necessary to 

meet the changing conditions of a rusiness. Many reports 

are prepared according to a time schedule because of their 

importance, and every effort is made to meet this schedule, 

Reports that are not released currently are of little or 

no value, and should be eliminated. 

Unfortunately, the person responsible for tho pre

paration of reports generally does not inquire whether a 

copy is needed, but automatically sends a copy to those he 

thinks should have one. On tho other hand, if a person 

receiving a copy does not have any use for it, he will 

usually take the time to read it anyhow, and then have it 

filed, without telling the originator to discontinue it.^ 

Thus the unnecessary copies keep on coming. Each indi

vidual receiving a copy should be asked, "Do you need 

~" 9 G. 0. Eokley, "How to Conduct an Accounting Pro
cedures and Methods Survey," The Journal of Accountancy. 
85s126, Feb., 1948 
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this copy?" The number of negative answers will bo sur

prising. 

There are many ways of preparing reports, and it 

is necessary to understand the purpose of the report to 

determine whether the best method is being used. Many 

times reports are typed for the sake of appearance, 

although the original longhand record with carbon copies 

would suffice. Money and time are wasted for the sake of 

dignity. 

Whenever it is necessary to copy the information 

from a work sheet, it may be possible to use tho work 

sheet as the means for preparing copies by a duplicating or 

photographic process. If this can be done, the copying 

time and tho proof-reading time are saved, the possibili

ties of error are reduced, and the completion of tho report 

is expedited. 

Cumulative reports, those reports that periodically 

require tho addition of data to existing reports, can be 

simplified by using a progression method of recording so 

that the copies can be roproauced by duplicating or photo

graphic process.̂ ''• 

Many useless and expensive reports exist. Some of 

i<̂  Ibid., p. 289. 

^^ Maze, o£. clt.. p. 471» 
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thom were started for little reason, and others are carry

overs which have been continued only because no one has 

given instructions to discontinue them. All these reports 

are a direct waste. Quite frequently an executive or 

manager asks for a report without considering the cost 

of its compilation. Subordinates will not question his 

request even though they are aware of the excessive amount 

of work necessary. Managers should be informed of the 

cost of preparing reports, as obtained through the analysis 

so that they can weigh the value obtained against the cost 

of preparation.12 

A space is provided at the bottom of Figure 3 for 

improvement notes. As questions are being asked and 

visual observations are being made, .any ideas come to 

mind, and these ideas should be recorded so that they are 

not overlooked when the report improvement is being 

developed. 

Similar analysis may be made for copy requirements, 

recording analysis, filing analysis, record protection 

analysis, machine utilization analysis, analysis of 

space, employee work analysis, and many others. 

1^ i>. Terry, ££. £it., p. 289. 



CHAPTER V 

PROCESS ANALYSIS CHARTS 

Office and clerical routines are often difficult 

to visualize clearly because so much of the work is seem

ingly intangible. Flow process charts ere used in a study 

of procedures to record the details in a tangible form 

for analysis and possible improvement. A flow process 

chart is a graphic form representation of the sequence 

of all operations, transportations, inspections, and 

storages occuring during the performance of a process 

or procedure. The chart presents information necessary 

in making a methods analysis, and may include time requir

ed and distance moved. 

Contrary to common belief, a procedure study does 

not necessarily involve lengthy reports. Actually, such 

studies can bo reduced to simple charts that graphically 

portray the essential elements of a routine. As a rule, 

an analysis of routine, although detailed, is not compli

cated, because every function is reduced to Its simplest 

stops and every step becomes a part of a series of ele

mentary procedures* Whon component elements aro thus 

"" J- n.n. "Production Planning and Control in Office 
Operations, "Management Bulletin. October, 19^9, Executive 
Office of tho President, Bureau of tho Budget, p. 12 
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identified, it is not unusual to discover that what was 

apparently so complicated is but a series of simple inter

related elements. Some involved procedures may require 

the taking of special notes or the making of rough sketches 

that are later used in connection with the wor>lng out of 

flow process charts for the improved methods devised as 

a result of the analysis. 

Identifying Work Items and Work Steps. Before the 

analyst can study work steps, he needs to identify the 

work items, the things on which or because of which work 

is done.^ Obviously, he needs to know what it is that 

sets the machinery in motion -- a letter of inquiry, an 

application for a loan, a requisition for supplies or 

materials, a premium payment on an insurance policy. He 

reeds to find out what each work item includes (as the in

formation contained on a form, how it is constituted (as 

the layout and arrangement of the form itself), its size 

and shape, and any other features that may affect the 

methods and procedures bj which the work items are pro

cessed. 

Also important are the variations among items with 

respect to such features. Office supervisors commonly say, 

" ^ Ibid., p. 8. 



42 

"Every one of our cases is different,"3 and in many office 

operations it is true that the things worked on do vary 

widely among themselves, oven though they may be nominal

ly tho same (as orders or requisitions or applications or 

claims). Because those variations often affect methods, 

procedures, and worker qualifications, they are one of the 

analyst's main concerns. Thus, a claims operation may 

include processing of several different kinds of claims; 

each kind may include difficult claims and easy claims 

submitted on different kinds of forms, incomplete claims 

and claims that should have been submitted to some other 

organization. Each variation may affect the work steps, 

the sequence in which the steps are performed, the methods 

used in̂  performing them, and the s <:ills and knowledge 

required of the workers. Therefore, precise identifi

cation of the work items and a clear understanding of the 

variations encountered In each kind of item are necessary 

to an intelligent analysis of the work steps. In an 

actual survey, the information about the work items and 

tho facts about the work steps are usually obtained at the 

same time. 

Identifying the work steps requires finding out 

what the individual workers actually do in the operations 

""' 3 Loo. Pit. 
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by which the various kinds of work items are processed. 

A major aim in this phase of tho analysis is to determine 

the skills abilities, knowledge, sources of information, 

and equipment required to perform each stop.*̂  

« 

Determining Possibilities for otandardizing Work 

Steps. In discovering the possible ways to arrange the 

work within the related procedures or operations under 

study, it is helpful to classify the steps into four groups. 

Thus, as already suggested, they may be identified as (1) 

those that may be identical already, (2) those that can 

be readily made so, (3) those that cannot be made identi

cal but can have the effect of their differences mini-

mizod, and (4) those which cannot be arranged in new ways 

because of fundamental differences in performance arising 

from differences in the work items dealt with or differ

ences in methods or specifications followed. 

Because similarities in the work steps of related 

procedures — or ways to create similarities -- are iden

tified in terms of the skills, abilities, knowledge, per

sonality traits, sources of information and equipment 

required for the workers to perform the steps, the job-

analysis approach is appropriate at this state of investi-

' k Ibid., p. 9. 
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gation.^ 

Often, even though the things worked on (the work 

items) are dissimilar, the work steps performed in pro

cessing them may b© much alike. In examining the work 

steps, therefore, the analyst should not at first be 

greatly concerned about what may be only surface dissimil

arities among the work items. The discovery of meaningful 

similarities may require some digging. The object is to 

find out what tho individual workers actually do to the 

work items, and "what they must know, have, and be to do 

what thoy do." 

The job-analysis approach will help distinguish 

between the skills actually required to accomplish the 

purpose of a work step and the non-essential flourishes 

that a worker may choose to add. The job-analysis approach 

will help distinguish between employment requirements 

and the actual performance requirements. (In getting 

himself hired, a job seeker —rightly or wrongly — may 

have been required to know differential calculus, have a 

law degree, and be a certified public accountant; but in 

performing the tasks of his current job assignment he may 

not actually need to know, have, or bo any of those things.) 

^ John J. W. Neuner and Lenjamin R. Haynes, Office 
Management and Practices. (Cincinnati: oouth-western Pub-
llshing Company, 1947) p. h9k 



Finally, personality traits, such as gregariousness, 

friendliness, poise, monotony tolerance, and patience, 

should not be overlooked as important requirements for the 

successful performance of certain tasks*̂ ^ 

In addition to discussions with supervisors end 

workers, and the observation of actual step-by-step per

formance, one source of clues for interpreting perforrrance 

requirements and job interrelationships is the determina

tion of customary lines of promotion and transfer among 
7 

the positions involved. 

The varying degrees in which the required skills, 

abilities, and traits are possessed by the workers avail

able, and the combinations of those qualifications which 

may be expected to exist generally in individual workers, 

will largely determine the combinations of work steps that 

may be profitably considered. The degree of sameness in 

the performance requirements for different work steps is 
i 

largely the measure of the sameness in the steps them

selves. The nature of the work item is important in this 

connection only as it affects the performance of tho work 

steps. 

Steps that are Common. In a group of related opera-

c3 Ibid., p. 9. 

^ Loo> Clt. 
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tions there often are work steps that are alike already and 

need only to be identified by the kind of analysis discuss

ed above. For example, the work step called "posting 

accounts receivable" may be found to represent essentially 

the same job requirements and work methods as the step 

called "posting accounts payable". If so, those two steps, 

although presently part of two separate procedures, pro

bably can be successfully combined if other factors (such 

as volume) make it possible. 

Steps that Can be Made Common. Ways often can be 

found to make differing work steps alike. In fact, varying 

steps frequently can be made alike by altering the thing 

worked on, 1. e., standardizing the work itera. In other 

instances the steps can be made alike just by changing 

the way they are performed, 1. e., standardizing the 

method. 

In identifying opportunities to make steps alike by 

standardizing the work item, only those features of the 

item that have a bearing on actual work performance need 

bo considered. The desired sameness in work items may 

be obtainable by (1) directly altering them before any 

processing steps occur or (2) influencing the persons who 

submit work items to tho organization to prepare thorr, in 

accordance with reasonable standards of content and con-
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sistency. For example, a warehouse may receive a variety 

of requisition forms or purchase orders. Although they 

all may call for about the same kind of goods, the diff

erent types of orcier forms may have to be processed in 

different ways because of variations in the design and 

arrangement of the order forms themselves.8 However, by 

standardizing one type of form for all orders or by copy

ing the content of the different orders on to a standard 

form as they are received, thus standardizing the actual 

work item, all orders might be processed through common 

work steps. On the other hand, a licensing agency might 

not be able to standardize by such direct action because 

the major dissimilarities result from improper preparation 

of license applications by the public. Yet, to a consider

able degree standardization might be brought about by pro

viding better instructions to the public on how to apply 

for a license and by providing incentives to back up the 

instructions. Although a certain number of unusual appli

cations douitless would continue to require special atten

tion, such an educational campaign might make it possible 

to process most applications through common work steps. 

In looking for opportunities to make dissimilar 

work steps alike other than by standardizing the things 

on which or from which work is done, the analyst faces tho 

Q Ibia.. p. 19. 
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problem of finding nonessential elements that should bo 

eliminated, unnecessarily difficult methods that should 

be simplified, or variable elements that can bo separately 

handled. 

As already mentioned, wholly unnecessary steps should 

be marked for total elimimition. A work step, however, 

may be quite necessary, as far as its main elements are 

concerned, and still include nonessential elements the 

elimination of which would permit standardization. 

Suppose that in a reporting operation one work 

step known as "reviewing" is found to be essentially a 

matter of checking copy for grammatical correctness and 

style-sheet conformity. Suppose, however, it is found also 

to include an element cnlled "checking page layout," 

although page layout Is reviewed in detail later by a 

specialist who at the same time, determines other matters 

of typography and format. Suppose further that, in a 

related analysis and recording operation, a work step 

known as "pppoflng" is found to bo essentially tho same 

as the "reviewing" step; then the "reviewing" and "proof-

ing" in the two different operations can bo standardi':od 

and oorabinod, if other conditions make it desirable to do 

so. 

Quite ofton, variable elements that cannot be 
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eliminated from an operation can nevertheless be taken out 

of the main flow of work so that all the other steps can 

be standardized. Decision-making and other judgment ele

ments, for example, often are diffused among what otherwise 

would be simple and routine work steps. Such elements, 

especially, should be detected so that when d;.sirecle, 

they can be screened out and concentrated, leaving the 

other steps open to standardization.^ 

In gaining an insight into actual work performance, 

the focus narrows down to the basic work steps. That 

focus encompasses a phase of investigation which cannot 

be replaced by any amount of general background knowledge 

concerning the organization under study. The purposes 

at this stage are to (1) Identify in detail the work items 

and work steps that exist, or will exist if the organiza

tion is to be newly created; (2) Determine the possibili

ties for standaraizlng work steps, by identifying the stops 

that aro already alike in the various related operations, 

and by identifying comparable steps that are not alike, 

so that opportunities may be recognized to (a) Jtandardî /O 

thom if possible, (b) Minimlzo the effect of their variable 

if standardization is not possible, or (c) take them out of 

the main work flow if the effect of their variations 

cannot be overcome; (3) Determine tho volume of work done 

— 9 mid.,p. 8. 

iUNOCK. nXAS 
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at each existing step and the approximate amount of time 

applied (or estimate the value and time for the vsrious 

possible combinations of steps in a proposed set-up); and 

(4) determine in detail the present sequence of steps, with 

special reference to the place of performance and the equip-

4. ^ 1 0 ment used. 

These determinations provide the critical data from 

which production planning — the actual division of work 

flow -- is done. 

iO ibid., p. 8. 



CHAPTER VI 

SYSTEM AND PROCEDURE DESir.;N 

*̂'ork Methods. Having employed analysis techniques 

to aid in visualizing the elements comprising systems and 

procedures, and in recognizing whether methods problems 

exist, the analyst of office methods must then apply 
« 

the information assembled to the improvement of methods 

of work. To arrive at a satisfactory solution of a 

problem involving a system or procedure, it is necessary 

to reconstruct the various elements. This reconstruction 

is accomplished by eliminating the unnecessary, retaining 

the useful, and devising changes where improvements can 

be made. These changes range from slight revisions to 

complete changes of a system or procedure. Whatever the 

changes, they must be effected so that the new method 

will dovetail with other procedures. 

Many of the forms and techniques used in analysis 

and summarization work can and should be used also in 

devising improvements. Whenever these forms and tech

niques are employed, it is advisable to follow the same 

method in presenting recommendations for changes as that 

used in making the analysis leading to the proposal for 

change. This application of the same forms and techniques 
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in both phases of the work permits detailed comparison of 

proposed methods with existing methods.^ 

Methods work may be considered as consisting of 

three stages in which effective results can be accomplish

ed. These are form design, system design, and procedure 

design. They may be visualized as stages in the completion 

of a triangle, starting at the top with form design and 

developing to system design and finally to design of the 

complete procedure, represented by the entire triangle 

as shown below. 

Fig. 1 Three important stages in methods work 

P'orm Desiff:n Sta/̂ o. In this stage of methods work 

material savings can be effected in two ways. By employ

ing appropriate physical standards of size, weight, and 

grade of stock, the most practical means of reproduction 

and the smallest-sized forms which are practicable, the 

printing cost of the forms themselves and the cost of 

equipment required to house documents will be reduced. 

J- J. B. Heckert, Accounting Systems Desî n̂ aid In
stallation, (New York: Ronald Press Co., 193C>) pp.lll9-"l57. 
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By applying modern form design principles in order to 

expedite handling and recording, clerical savings can 

also be achieved.^ 

System Design Stage. In addition to the material 

and clerical savings which can bo effected by well-designed 

forms which will bo used in a system, further economios 

and efficiency can be secured through selection of proper 

equipment and the right kind of filing methods. 

In practical application, system design will in

clude consideration of (1) accessibility, (2) combined 

records, (3) classification, (4) flexibility, (5) indexing 

methods, (6) accuracy, (7) record control, and other 

factors of system design. The interplay of these factors 

can best be illustrated by specific applicationa. The 

following are examples of such application showing elim

ination of the less desirable methods, greater accessi

bility secured by combining records, elimination of 

copying, and reduction of time and possibility of error 

by eliminating repetitive operations. 

Process of Eliminating in System Design. A prac-

' '^ George R, Terry, Office Management and Control, 
(Chicagoi Richard D. Irwin, Inc., 19l|9). pp. 628-631. 

3 Ibid., p. 309 
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tlcal approach for determining the best system and equip

ment for a procedure is to use the elimination principle. 

Rather than jumping to conclusions with an incomplete 

consideration of possibilities, the system designer should 

consider many possible alternatives in solving his pro

blem, and arrive at his conclusions by eliminating the 

impracticable plans. 

A practical example of this procedure is the 

design of a system for an accounts receivable record. 

There are two basic ways which might be used to achieve 

the desired results: (l) An Accounts necelvable Ledger 

Record, and (2) A Unit Invoice Accounting Method.^ 

In applying either of these methods there are 

several possible alternatives, which may be set down as 

follows: 

1. Accounts Receivable Ledger Record 

a. Hand Posted Ledger 

b. Machine Posted Ledger 

c. Transfer Posted Ledger 

2. Unit Invoice Accounting Method 

6. Copy of invoice (by carbon copy, duplicating 

h John J. iW. Neuner and Ulrich J. Neuner, Account
ing Systems, ( Scranton, Pennsylvania: International 
Textbook Company, 19i+9)» pp. 181-229. 



process, or copy prepared by tabulating equip

ment, 

b. Tabulating summary card (punched card recapit

ulation of invoice). 

In addition to recognition of these possible alter

native methods, it is necessary to consider similarly the 

possible alternatives in recording and housing the system. 

These can be listed as follows: 

1. Accounts Receivable L̂ -dger Record 

a. Hand Posted Ledger 

1. Loose-leaf binder 

2. Vertical card file 

3. Vertical rotary card file 

4. Visible binder 

5. Visible card file — horizontal visi
bility 

6. Visible card file — vertical visibility 

b. Machine Posted Ledger 

1, Kind of machine 

(a) Typewriter 

(b) Bookkeeping machine 

(c) Accounting machine 

(d) Cash register 

2. Kind of filing equipment 
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(a) Machine loose-leaf binder with rack 

(b) Machine ledger card tray 

(c) Visinle card tray — horizortal visi-
bility at top 

(d) Visible card file — horizontal visi
bility at bottom 

(e) Visible card file — vertical visi
bility at right 

c. Transfer posted ledger 

1. Transfer posting machine (forced fluid 

hectograph process -- individual line 

transfer from journal sheet to indivi

dual ledger record) 

2. Kind of filing equipment (same five* 

types of equipment listed above under 

b (2) 

II. Unit Invoice Accounting Method 

a. Liopy of the invoice 

1. Vertical file — using indiviaual file 

folders 

2. Vertical file -- using folders with 

visible top 

3. Upright visible file tray — horizontal 

visibility at top 

b. Tabulating summary card (punched card) 

1. Vertical card file — cards filed 
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horizontally 

2. Vortical card file — cards filed on end 

3. Filing jacket or folder for taculatinti card 

size 

It will be noted that up to this point the designer, 

suspending premature judgment as to the merits of any 

method, has put down a complete picture of possible alter

natives in solving his problem. This having been done, it 

will be assumed that, after careful consideration of each 

alternative, it has been decided that the most practical 

method to solve the problem in this particular case is: 

1. Accounts Receivable Ledger Record 

b. Machine Posted Ledger 

1. Bookkeeping Machine 

2. Machine Ledger Card Tray 

This decision as to method, however, does not com

pletely solve the problem. The next step is to consider 

the factors of accessibility, record combination, classi

fication, flexibility, indexing methods, and record con

trol. 

A general indication of this procedure is to select 

the most practical machine that will give results of 

greatest actual economy. Tho machine lowest in price can 

bo actually the most expensive in total cost of use. In 
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this problem use op-rator and machine analysis in order 

to determine operations required on a work cycle for 

machines being compared. Select the ledger tray that is 

most practical and gives best accessibility to the c ards. 

If portability is also a factor, the tray should be put 

on a stand having casters. If varied usage is a factor, 

the stand should be of an adjustable kind for reference 

at standing position, for stuffing operations at seated 

position, and for posting at machine position. Fire 

protection may also have to be considered.-̂  

Select the indexing metrod that is most practical 

and that will permit the speediest location of required 

records. The best method in a particular case may bo 

alphabetical, geographical, or numerical. All three 

methods should be considered. 

It may bo advisable to prepare a journal as a by

product of the ledger posting, or a tape may suffice for 

control and proof. 

Use of colored cards for classification of accounts 

may facilitate compilation of sales statistics. Colored 

signals for machine ledger cards may be used to flag 

credit limits or other important data. Use of different 

> nn. "Filing Systems in the Accounting Office", 
The Journal of Accountancy. 82:7l4., July 19i+0 



59 

colored typing ribbons for each month's debit posting 

may facilitate the age classification of accounts.^ Con

sider keying credits against debits to determine unpaid 

invoices, which may reduce correspondence with customers. 

Prestuffing of the posting media can increase the pro

ductivity of operator and machine. Offsetting posted 

cards can facilitate proving the work. Further breakdown 

of controls may expedite proof of work. 

Thoughtfully framed questions about statements may 

lead to worthwhile eliminations, combinations, or improve

ments. Are statements necessary? If so, how many copies 

are required? Should statements be made as a by-product 

of ledger posting, or can a photographic process bo used 

for preparing them? It may pay to conduct some experi

ments. Thus if statements are mailed to all accounts 

having balances, stop mailing statements and see what 

happens. It may be discovered that customers do not 

require them; or statements may be prepared only for those 

requesting them, or for delinquent accounts as a means of 
7 

collection.' 

While these suggestions can only be indicative, they 

^ nn, "The Use of Color in Accounting", The Accoun
tants Digest. 13:125, September 19^6. 

7 Tho Journal of Accountancy 
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point out the systematic procedure which gives the system 

designer confidence that he has arrived at the best solu

tion for a problem. 

Procedure Design Stage. The third and culminating 

stage in methods work is the design of the complete pro

cedure. This step makes use of the data and methods 

worked out in the previous two stages -- form design and 

system design. In many cases procedures fail to function 

because the connecting links between systems are not 

completely developed. Another common cause of failure 

in methods improvement is stopping with the system and 

not carrying on the design of the procedure; this latter 

step is necessary for putting the forms and systems into 
8 

effective use. 

Procedure design establishes functional control over 

the entire plan of operation, which includes company 

policies and considerations for sound business economies. 

It is the design of the procedures — or the processing 

methods, to use a manufacturing term — which can make 

the paper work involved a help or a burden. It is diffi

cult to describe the components of a complete procedure 

in simple terms because relative and intangible values 

6 H. F. Van Gordon, "establishing Office Procedures," 
The Journal of Accountancy. 85:80, July 1948* 
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are Involved. While the fundarr.entals of all procedure 

design are to a large extent the same, the detailed 

steps in their application vary with each problem. 



CHAPTER VII 

FORMS CONTROL IhOGRAK: 

Record forms are actually business tools which are 

used to get things done. Correctly designed forms are tho 

main factors contributing to the success of all office 

methods, systems and procedures. 

Printers of forms have recognized the need for care

ful planning when a new form is ordered and have trained 

their representatives In the principles of forms design, 

economical specifications, and proper applicationa. How

ever, the best results and the greatest saving in the 

cost of finished forms can be obtained by an effective 

forms control program operated by the company using the 

forms. Individuals employed by the company have better 

access to detailed facts and requirements. 

The design of efficient record forms, along with tho 

standardization and control of all forms within an organ

ization, has become a new and important occupation. 

Companies which have available the services of an account

ing office methods unit with qualified forms desî -n and 

control personnel aro indeed fortunate. These companies 

can reasonably expect to purchase their forms at the lowest 

possible cost and can be assured that their paper work has 
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been studied and arranged for maximum clerical efficiency. 

Many large organizations have proved the value of 

forms control and forms standardization progrnns. Sav

ings amounting to many thousands of dollars have been 

effected by lowering form costs and by increasing the 

officiency of accounting office methods, systems, and 

procedures. Comparable savings are available to any 

company, large or small, that recognizes the importance 

of forms in its business and establishes a thorough forms 

control and standardization program. 

The prime objective of a forms control program is 

to effect economies in accounting office operating pro

cedures through proper design, construction, and appli

cation, and economical purchase or reproduction of busi

ness forms. 

A centralized control is essential to achieve 

these objectives. Management should issue directives 

requiring that the requisitions for all new forms or 

revised forms, printed or duplicated, be cleared through 

tho forms control unit. Any duplicating machines used 

in the organization should be under the control of this 

unit in order to eliminate any surreptitious reproduction 

of record forms or reports. 

Another function of the forms control unit is to 
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review all tho forms periodically to determine which are 

obsolete, which should be discontinued, and which should 

be revised. This review should be made in conjunction 

with the offico methods unit or with representative per-
1 

sonnel from each operating department in the orijanization. 

The Forms Control Supervisor. One of the most im

portant points in the formation of a forms control program 

la the selection of the right man to head the entire unit. 

The forms control supervisor should not be just another 

job. The man selected must have the experience and ability 

to solve all types of form problems in the organization. 

Management must be prepared to place the forms 

control supervisor high enough in the organization to give 

him unquestioned authority. In most organizations where 

successful forms control programs are in effect, the forms 

control supervisor is a part of top management. If there 

is an office methods unit, the supervisor of this unit 

may also head the forms control unit, or the forms con

trol supervisor may occupy a position on a par with the 

2 
accounting methods supervisor. 

1 W. J. Donald, Handbook of Business Administration, 
(New York: McGraw-Hill Book Company, 1931), pp. 959-9^0. 

^ Ibid., pp. 1491-1495. 
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For the program to be entirely successful, the forms 

control supervisor must be permitted to decide which forms 

are necessary and which are not. Ke m.ust be allowed to 

decide the type of forms and the system to be used. Tho 

supervisor is usually responsible for designing, specify

ing, ordering, and stocking of all forms. In large or

ganizations it may not be advisable for the surervisor 

actually to order the forms or control the stocking of 

forms. However, if a forms control program is to be 

successful, the supervisor must be responsible for the 

design of the forms and the writing of speciflest ions for 

their procurement. 

The extensive responsibilities and broad authority 

attached to the position of forms control supervisor Indi-

cate that only the best qualified Individual can fill tho 

position. Such a man should be an administrator of the 

highest type and must hrve persuasive ability suffi

cient to put his forms standardization policies across 

to every individual in the organization. 

The forms control supervisor must have a clear 

understanding of all office and factory accounting .nd 

clerical operations. He must be up to date in hl3 think

ing and bo open-minded in his attitude toward changes 

and improvements of all operating methods as they aro 
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suggested or made. He should also have a working know

ledge of the typos of business machines, of tho capaci

ties and uses of the various accounting and bookkeoping 

machines, and of all tho advantages and disadvantages of 

duplicating machines and processes. In addition, he should 

know tho names and the uses of all typos of filing equip

ment. 

The supervisor must have a thorough understanding 

of all printing processes. Ho must know tho sources of 

supply for tho specialized forms required by modern 

business. In addition, he should bo familiar with paper, 

multiple copy set construction, carbon psp er, and print

ing production costs, and be able to reoommend the correct 

paper for each form^ from the standpoint of both physical 

requirements and justifiable costs. 

li^ must be an expert in modern forms design, 

possessing the ability to design forms which will function 

In the most efficient manner. After he has designed them, 

it is his Job to coordinate the functional design with 

the physical standards which will permit the forms to be 

produced most economically. His knowledge of the dupli

cating processes, the printing processes, and the photo

graphic processes should enable him to dictate the final 

preparation of a form so that it can be speedily and 
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economically produced by any of these processes. Lis res

ponsibilities further include the planning and designing 

of each form so that it will pass along Information 

quickly and clearly, and simplify procedures all along the 

line. If a form is transmitted outside the company, ho 

should make sure that it is of such quality and attractive

ness as to make a favorable impression on those who receive 

it. 

The forms control supervisor must have a clear 

understanding of the elements of cost in the printing 

and use of finished forms. Since the paper and printing 

cost of an individual form represents only a small portion 

of the over-all cost, he must give primary consideration 

to the labor and business machine preparation cost and 

the filing equipment and filing cost. All these costs, 

on each form, must be considered as part of the' over-all 

forms control program. 

In addition to the forms control supervisor, the 

forms control unit should contain sufficient personnel to 

carry out the details, including the drafts of the finished 

form, the maintenance of the form control files, and the 

handling of necessary clerical work. Qualified forms 

draftsmen aro required for drawing forms and for the pre

paration of the master layout copies for photo-offset 
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reproduction and for the preparation of hectograph masters 

and mimeograph stencils for duplicating processes. 

Since files of all existing forms must be .nain-

tained by the forms control unit, filing personnel are 

necessary to maintain the numerical register, numerical 

file, and functional file. The filing personnel can also 

perform the other clerical duties, such as writln̂ :, speci

fications, print-shop orders, purchase requisitions, and 

reprint requests. 

Procedure for Originating Kew. Forms. Every form in 

the organization should be controlled at all times. This 

control can be obtained only by a standardized method for 

creating new forms. Supervisors requiring additional 

forms should request them in writing on a request for 

record form. 

This form is a simple questionnaire which aids 

the originator in the form development stage and serves 

as a permanent record of a form's existence. This request 

form provides the following basic information: 

1. Whether the form is new or revised. 
2. Date submitted and date required. 
3* Whether the new form will be used temporarily or 

permanently. 
h* Suggested size and other specifications, such as 

punching, padding, and numbering. 
5* Suggested form title. 
6. Brief description of tho purpose the form will 

serve. 



7. Whether the form will replace another form. 
8. *̂ uantity required to set up original files and 

the estimated avera-e monthly usage. 
9. Posting medium for obtaining information for pre

paring the form, and the use of the form as a 
medium for transcribing to the other records. 

10. Method of recordin- (written longhand, by type
writer, or other machine). 

11. Total number of copies prepared in a single 
writing. 

12. The application of the form in a general nro-
cedure. 

13. Copy distribution. 
14. File housing, filin,, method, indexing method, and 

retention period of each copy. 
15. Original delivery — to what person or department. 
16. Individual and department requesting the form. 
17. All necessary approvals.3 

A rough sketch of the proposed form should accom

pany the request for record form. 

When a department head requests a new form, he is 

entitled to the assistance of the accounting office methods 

unit or the forms control unit in working out the finish

ed design, in discussing all other phases of its applica-

tiont and in developing its procedural routine. After 

the final design and method of use are approved by every

one concerned, it is the responsibility of the forms 

control unit to write the printing specifications, make 

the layout, place the order, follow through for production, 

and arrange for stocking and for initial distribution 

of the form. 

^ Coleman L. Maze, Offico Management, (New York: 
The Ronald Press Company, 1947)» pp. 028-529. 
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Upon receipt of tho request for record form and tho 

rough sketch of the form, the forms control unit should 

assist in refining the design and, after obtaining all 

necessary approvals, will be ready to process the form. 

The first step is to assign a permanent number to 

the form (in numerical sequence) and record the new form 

in a register of form numbers. This register can be on 

cards, loose-leaf sheets, or bound books. 

In addition to the form number, the form title, the 

originator's name, the department, and the date originated 

are also listed on the register. A place is rlso provided 

to record tho obsolescGxice date. The register of form num

bers also provides a simple mep.ns for determining how many 

new forms are created each year. 

A central stationery stockroom, set up to serve all 

departments in the company, is usually the best receiving 

and distribution point for all forms in use. This stock

room can also be used for storing stationary and other 

office supplies. This stockroom should have adequate 

shelving for storing the forms in numerical form number 

locations so that requisitions can be filled quickly. 

Forms should be packaged and labeled in standard quantities 

to facilitate disbursements end inventory counting. 

Inventory control of business forms is an important 
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factor for production. Forms must be available when need

ed, and yet the quantities on hand cannot be excessive bo-

cause with changing conditions the forms may become obsol

ete or may require frequent revisions. 

There are three basic inventory methods which can 

be used to control the items in the stationery stockroom: 

(a) Perpetual inventory method, (b) Periodic physical 

count method, and (c) Packaged inventory method. 

Perpetual Inventory Method. This method requires 

a stock record card for every item, each card filed num

erically by form number. Receipts are recorded from 

receiving reports, disbursements are recorded from stores 

requisttlons, and a running balance of stock on hand is 

maintained. Reorder requisitions are placed when the 

balance meets some predetermined quantity. The advantage 

of this method is that the balance figure reveals the stock 

condition at all times, provided (1) that there are no 

errors in calculations, (2) that someone has not removed 

stock without a requisition, and (3) that the record is 

up to date. 

The disadvantage is that the posting of individual 

disbursements requires a considerable amount of work. 

Periodic Physical Count Method. This method re-
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quires a periodic count (monthly, bimonthly, or quarterly) 

of stock to determine inventory balances on hand. The 

inventory count is recorded on inventory sheets (listed 

in the order of taking the count), and the quantities on 

hand are transferred to inventory cards. An alternative 

procedure is to record the count directly on the inventory 

cards. Usage is determined by adding current receipts to 

the old balance and subtracting the new balance on hand. 

Requisitions are placed when the count reveals that only 

a small quantity of a certain item is on hand or when the 

stockroom clerk notices that stock Is running low. 

The advantage of this method is that it eliminates 

the need for posting individual disbursements. 

The disadvantages are: (1) it isdifficult to take 

accurate inventories by counting, without recounting to 

prove accuracy; (2) varying usage depletes stock, causing 

an out-of-stock condition between inventory periods, and 

requires special handling for replenishment; (3) the 

counting period hampers normal work requirements. 

Packaged Inventory Method. An inventory system is 

maintained primarily for two main purposes; (1) to know 

when a predetermined minimum quantity is reached so that 

a reorder can be placed to replenish the stock; and (2) 

to know the usage trends in order to deter nine the proper 
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quantity to be ordered. 

In the packaged inventory method the ordering-point 

quantity (usually called minimum) is packaged and identi

fied by using some classification means, such as (1) 

wrapping in colored paper, (2) binding with colored tape, 

or (3) signalling with a distinctive tag or label. This 

packaged quantity is not used until all other copies of 

the form have been disbursed. A reorder requisition is 

started when it becomes necessary to break the seal on 

this package. This automatic requisitioning plan starts 

the reorder just as soon as the inventory reaches this 

ordering point. 

The packaged inventory method eliminates the need 

for a stock record system. Usage and ordering quantities 

are determined on the traveling requistion card. Tho 

traveling requisition system for replenishing stock is 

required because of the elimination of the stock record 

cards. 

The advantages of this method are: (l) it elimi

nates the necessity of maintaining a stock record system; 

(2) it does not involve individual disbursements; (3) 

it seldom requires physical counts; and (1|) requistion 

can be started immediately when stock reaches a minimum 

quantity. 
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Before closing this chapter it is advisable to 

include some mention of ready-made forms especially de

signed to meet specific needs of offices. Peg-strip 

forms are of this type. The original data is written on 

these forms, which are about two or three inches wide and 

sixteen inches long with holes across the top. The forms 

are fastened to a special board and held in alignment by 

means of a peg-strip into which the holes of the form 

fit. The arrangement of the forms is offset so that a 

vertical margin on each strip is exposed, thus 

disclosing a column of figures. «̂ ulck summaries and 

recaps can be run off. A movable horizontal bar is used 

to guide the eye to the proper line across the forms. 

Peg-board accounting is particularly effective In 

making distribution and analyses of various kinds, in

cluding cost, payroll, stock control, and sales, and it 

can be designed to serve almost every type of business. 

The boards are made in various sizes ranging from approx

imately 20 X 18 inches to 36 X 18 inches. The advantages 

claimed for tho use of peg-strips include the following: 

(1) copying of the data is eliminated; (2) the original 

forms are used to obtain final results: (3) accurate 

information can be provided; (U) flexibility is permitted 

since variations in the number and kind of distributions 
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are possible; and (5) the equipment required is simple. 

4 John J. W. Neuner and Ulrich J. Neuner, Account
ing Systems> (Scranton, Pennsylvania, International Text
book Company, 1949) pp. 173*176. 



CHAPTER VIII 

CHECKS AND VOUCHERS 

Checks, drafts, and similar negotiable instruments 

are the means by which 90 per cent of all funds are dis

bursed in this country. Checks are convenient commercial 

tools, and business cannot be done without them. Their 

extensive use requires controls at various stages. Many 

of these controls are reflected in the methods and pro

cedure to which they are applied, and anyone concerned with 

accounting office methods should be familiar with every 

safeguard and short cut in order to facilitate check 

handling. 

According to the Uniform Negotiable Instruments 

Act, a check is an unconditional order in writing, signed 

by the drawer, requiring the bank named therein as drawee, 

to pay on demand a sum certain in money to the payee 

named thereon, or to bearer. 

The Uniform Negotiable Instruments Act defines the 

liability of the drawer as follows: 

The drawer by drawing the instrument admits tho 
existence of the payee and his then capacity to in
dorse; and engages that on due presentment the 
instrument will be accepted or paid, or both, ac
cording to its tenor, and that if it be dishonored 
and the necessary proceedings on dishonor be duly 
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taken, he will pay the amount thereof to the holder 
or to any subsequent indorser who may bo compelled 
to pay it. But the drawer may insert in the instru
ment an express stipulation negativing or limiting 
his own liability to the holder,^ 

Tho drawer is the individual issuing the chock. Ho may 

be acting as an individual drawing checks against his 

own funds, or as a partner or as a corporate officer whoso 

authority to draw said checks and whose signature or sign

atures are on file with the drawee bank. 

The drawer has definite responsibilities. He must 

know that the person or persons to whom he makes tho check 

payable is an existing and not a fictitious person, that 

said person or persons have at the time he draws the in

strument the capacity to indorse, that the chec-c is proper

ly drawn and is unconditional as to time and place of 

payment, that the amount to be paid is clearly set forth, 

and that there are funds on deposit at the bank on which 

the check is drawn to pay tho instrument on presentation. 

The drawer also owes a duty to his drawee bank to 

reconcile promptly all items accepted and paid by the 

drawee and to report promptly any forgeries or errors in 

payment. The Uniform Negotiable Instruments Act defines 

the liability of the acceptor as follows: 

" -L Harold F. Lusk, Legal Aspects of Business, (Chi
cago: Richard D. Irwin, Inc., 19l|9), p. Ul7. 
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The acceptor by accepting the instrument engages 
that he will pay It according to the tenor of his 
acceptance; and admits — 

1. The existence of the drawer, the genuineness of 
his signature, and his capacity and authority to 
draw the instrument; and 

2. The existence of the payee and his then capacity 
to indorse,2 

The acceptor of a check is the drawee, the bank on 

which the check is drawn. The drawee has no liability 

until he accepts the check. When he does accept the instru

ment he has then burdened himself with an exacting con

tract as outlined above. He guarantees that the drawer 

exists, that he had authority to draw the check, and that 

the signature of the drawer on the check is genuine. He 

also guarantees that the payee named on the check is an 

existing person, and that at the time of his (the drawee's) 

acceptance of the check the payee had the capacity to 

indorse. 

If it should subsequently be determined that the 

signature purporting to be the signature of the drawer 

is a forc;ery, the drawee is liable to the drawer or to 

prior indorsers. It is quite generally held that if the 

drawee pays a check which bears a forged signature ho has 

no recourse. Certain states have proposed laws modifying 

this provision and certain cases have been decided in 

5̂  Ibid,, p, 417. 
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favor of the drawer where the drawee was free of negli

gence, but it is generally accepted that the drawee is 

liable. 

The drawee in accepting the instrument also admits 

tho existence of the payee and his then capacity to in

dorse. If it is later established that the indorsement 

of the payee is a forgery, the drawee is liable to the 

drawer, but if he is free from negligence he has recourse 

to prior indorsers. 

The drawee in accepting the checking account of the 

drawer engages that he will promptly honor the checks 

of the arawer on presentation. If the drawee refuses to 

accept a check that is established as valid, the drawer 

has a right of action against the drawee for whatever 

injury the drawer has sustained as a result of such 

refusal. The courts have ruled in many cases that the 

drawer is entitled to substantial damages for loss of 

credit standing, business prestige, etc. If the drawee 

is in doubt on any item as to validity of signature, 

amo\Jnt, or payee, he should ask the drawer to verify 

it before refusing to accept the instrument. Ho should 

refuse to accept the check only if he receives a definite 

stop-payment order from the drawer.-̂  

' 3 Ibid., p. 459. 
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Tho drawer of a check has the right to stop payment 

of the instrument at any time before it has been certified 

or paid by the drawee bank. The drawer has this right 

whether the check is made payable to a named payee or to 

bearer. The drawee bank in complying with the stop-pay

ment order of the drawer is not l?.able to the holder for 

refusing to pay the instrument, but the drawer is liable 

to the holder unless he has a good defense ageinst such 

holder. 

The payee or any third party cannot stop payment 

of an instrument. Only the drawer has this right. 

The drawer in requesting the drawee to stop payment 

on a check must describe the check with reasonable accu

racy. If the drawer should make an error in the descrip

tion of the check and as a result of tlis error the drawee 

should pay the instrument, the drawee is not liable to 

the drawer. 

Most banks require a written notice authorizing 

stop payments, but it has been held that if verbal notice 

has boon given by the drawer and accepted by the drawee, 

the drawee would be liable if he subsequently paid the 

check. It is the general rule to require a written notice, 

oome banks require forms which they furnish, and which 

statJe that the drawer will not hold the drawee bank lia-
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ble if the drawee pays the instrum-nt "through inadver

tence or addicent," 

It is generally agreed that a stop-payment order 

remains in effect indefinitely. However, most banks 

arrange definite agreements with their depositors, setting 

time limits upon the effective period of the stop payment. 

The brief comments given are merely to indicate the funda

mentals of the law governing the points discussed. In 

every instance of forgery or alteration due consideration 

must be given to the circumstances surrounding the issu

ance and negotiation of the instrument. 

Safety Papers. There are available today many 

types of "safety"papers. All are designed to prevent 

alteration and counterfeiting, and all do, in varying 

degrees. 

Commonest among these are papers with surface 

designs printed In ink that is affected by ordinary ink 

oradlcators, or will be defaced by any mechanical erasing 

method, rubber, or knife. Some safety papers of this 

type will show a brown stain in areas where ink eradica-

tor is applied. Others merely develop a white spot. 

Use of the surface design on check forms does not guarantee 

complete protection from alterations. A check may be 

altered by the use of ink eredicator and tho brown stain 
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plausibly explained as an accident. Checks which develop 

only a white spot can be easily retinted so as to hide all 

evidence of tampering. 

Practically all these safety papers are readily 

available in blank form from paper dealers. Checks print

ed on them can be counterfeited easily by anyone who 

has access to a printing press. 

Another type of safety paper is called "pantagraph" 

because its surface pattern is a repeated design motif, 

such as a trade-mark, a monogram, a name or even r. scenic 

portrayal. Most pantagraph checks have the same protec

tive features as those mentioned above and suffer from 

the same elements of ineffectiveness. They do offer 

greater obstacles to counterfeiting because the paper is 

seldom available in blank and the designs are difficult 

to duplicate. 

At least one manufacturer of checks uses papers 

which have sensitive intricate surface and back designs 

that are almost impossible to duplicate, and which develop 

the word "void" in dark brown indelible ink when eradi-

cator is aptlied. Obviously, this feature provides more 

effective protection than merely a brown stain. In fact, 

users of checks made on these papers are insured by the 

maker against any losses they might suffer through failure 

of this protective feature or by counterfeiting. 
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Color is another important factor which must be 

considered when selecting safety paper. Pastel tints 

that permit legibility are the most practical. Com

panies having two or more accounts in a bank or accounts 

with several banks should use different colors for tho 

checks on the various accounts, so that they may be 

quickly identified.^ 

Check Forms. Legally there is no specifically 

defined form in which the depositor must direct his bank 

to pay out money from his account, except that the order 

should be in writing and signed with the signature filed 

with the bank. These orders, however, have over the 

years assumed a general similarity and are known as checks 

or drafts. 

During the past half century, as the use of checks 

has Increased many thousand fold, many idiosyncrasies have 

developed in the design of these orders to a bank to pay 

a sum of money. Individual fancies have resulted in tho 

printing of checks that have aspects of crosswork puzzles 

and hidden-word games. These so-called "headache" checks 

slow up handling and cause many errors in accounting 

departments as well as banks. 

^ n.n. "Tho Use of Color in Accounting", The Ac
countants Digest, 12:125, January, I9I4.6. 



There are four fundamentals of efficient, modern 

chock design: (1) It must facilitate bank handling — 

sorting, posting, proving, and so on, (2) It must bo 

practicable for printing, lithographing, and numbering, 

(3) It must bo clean, legible, and businesslike in appear

ance and not cluttered with pictures such as those adver

tising products, (4) It must be adaptable to voucher, 

dividend, payroll, window envelope use, and drafts. 

Check Sizes. There is no specified size or design 

required for a check, but consideration must be given to 

the methods used in preparing and handling them. Two 

sizes are particularly suitable foreregular business 

checks, either 8 3/8" wide by 3 3/8" high or 8 lA" wida 

by 3 3/16 high. The former is most commonly used. Al

though these sizes are considered standard, they may be 

impracticable for office machine use. When continuous 

checks are used, the length must conform to machine line 

spacing of 1/6" or l/3". When stubs are placed on either 

side of the check, they may require a reduction in the 

width of the check to conform to size of basis sheet or 

roll of paper from which the checks with stubs are pro

duced. For all practical purposes, a business check 

should not be smaller than 7" wide by 3" high. 

If the check contains a stub the approximate size 
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of the check, the check should be easily distinguishable 

from the stub so that an absent-minded individual will 

not destroy the ch«ck and attempt to cash the stub. As 

a safeguard against thid, the check, in addition to hav

ing a distinctive design, should be tinted, with the stub 

remaining white. 

Standardized Check Design. While it is recognized 

that the type of equipment with which the checks are to 

be used must dictate their arrangement to a greater or 

lesser degree, it is desirable to comply as closely as 

possible to the standardized specifications indicated 

above. There are ten essential elc-::ents to consider in 

designing checks and these elements should be located in 

the most logical areas as shown in Figure 1. 

1 Company Name, City and State 2 Check No. 

3 Routing Symbol 
k Date Pay To The Order Of: 

5 Payee Name 6 Figure 
Amount 

7 Written or Check Protected Amount 

Company Name 9 Account Name 

10 
8 Authorized 
Bank Name, City & State Signature or Signatures 

Fig. 1 Standardized check design 

Checks for Window Envelopes, The mailing of 
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Dividend checks, general checks, and voucher checks in 

window envelopes can facilitate their preparation and 

dispatch. The window envelope form of check makes it un

necessary to type the name and address on the mailing 

envelope. It also eliminates the possibility of getting 

the check in the wrong envelope. 

1 Company Name City & State 2 Check No. 

8 Bank Name, City & State 4 î ate 3 Routing 
Symbol 

7 VVritten or Check Pro tec t ed Amount 6 F igure 
PAY Amount 

To the 
order of 

5 
Payee Name Company Name 9 Account Name 
City & State 

10 
Authorized Signature 

Fig. 2 Check designed for window envelopes. 

The design of tho standardized check is revised 

slightly when it is desired to provide for mailing checks 

in standard window envelopes, as illustrated in Figure 2, 

The five areas on the right side of the check (areas 2, 3, 

6, 9» and 10) are the same as in figure 1. These five 

areas, conforming to the standard design, keep those 

important items in the most accessible and logical posi

tions. 
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The left side of the check (areas 4, 5, 7 and 8) 

must be rearranged to provide for locating the payee's 

name and address (area 5) in the lower left part of the 

check to fit the window of the envelope. The addressing 

machine can be used for imprinting the payee's name and 

address on dividend checks. 

The date (area 4)> being out of line with other 

typewritten information, may be inserted with c rubber 

stamp or imprinted in volume on a duplicating machine. 

The written or check-protected amount (area 7) 

is on the same line with the figure amount in keeping 

this kindred information together. The bank name and 

address (area 8) is relocated at the upper left below the 

company name. Or it may be desirable to print the bank 

name and address on one line across the bottom of the 

check. 

The location of the company name (area 1) is not 

changed from the standardized form. It can be placed 

either at the upper left corner or centered at the top 

of the check. 

Checks tvith Detachable Stubs. Checks with de

tachable stubs can be used in various ways. Tho most 

common uses are for payrolls and vouchers. The suitable 

stub provides certain information which it is not desired 
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to Include on the check. The location of the stub is 

important. It may be located on any one of the four 

sides of the check, the best location depending entire

ly upon the record problem to be solved. 

In machine payroll accounting the stub is usually 

located at the left or right side of the check, so that 

all written information is typed or printed on a signle 

horizontal line across the check and the stub. 

When a payroll writing machine is used, the stub 

is normally placed on the left side so that "gross 

earnings" can be the first entry. As "deductions" are 

recorded they are subtracted from "gross earnings" to 

obtain the "net amount" which is inserted on the check 

as the last operation. 

When a punchod-card accounting machine is used, 

the stub may be placed at either side of the check and 

the printed data written across the check and stub on 

several lines. Limitations of the alphabetical printing 

bars determine on which side the stub must be located. 

If the stub is narrow it may be on the left side, but 

if it is wide, it must be on the right side of the check. 

Or the stub may be attached to the top of the check, and 

bo of the same width. The checks with detachable stubs 

may be fed individually with a bill-food attachment, or 
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they may be in continuous form. 

The stub is located at the top of the check for 

payroll systems in which an accounting board devido is 

used to collate the check, the employee's earnings re

cord, and the payroll journal to facilitate multiple 

entry with a single writing. On the short stub is 

printed a series of boxes for gross earnings, all deduc

tions, and net earnings, located at the top edge to serve 

in computing the payroll and making the necessary carbon 

records. The back of this area is usually carbonod 

(strip or spot carbon) for transferring this record to the 

employee's earnings ledger card. 

The stub is also located at the top of the check 

when the chocks are to be shingled (1. e., spaced one 

below the other so that the top area of all stubs is 

horizontally visible) for systems that require register

ing of super-imposed copies or for those systems that 

reproduce the information by duplicating process. 

Fingerprints on Checks. Fingerprints are some

times used to safeguard those who issue and cash negoti

able papers. Several practical methods of fingerprint

ing have been devised and are used for certain purposes. 

Thumbprinted Indorsement Checks for Strangers. 



90 

The manufacturer and distributor of these special checks 

sell them at a slightly higher price than a regular check 

and guarantee the amounts written upon them. If the chock 

"bounces", it is returned to the distributor by the 

original casher and the face value is paid. Thumbprint 

stickers, stickers that can be affixed to personal 

checks, may also be purchased and furnished to individuals 

desiring to cash their personal checks. 

These checks ere used by businesses that must 

cash checks for strangers. The theory behind this typo 

of check is that a dishonest person will be reluctant to 

provide his thumbprint and will be deterred by such a 

request. 

A space is provided in the lower left corner of 

the check for the thumbprint indorsement. This area is 

coated with a colorless cream, and the thumbprint does 

not become visible until treated chemically. The visi

ble thumbprint is necessary only when a check "bounces" 

and is sent to the distributor for reimbursement. The 

distributor uses the fingerprinting xeans for locating 

the issuu." to collect the amount of the check. As an 

added safeguard, the cashier generally inserts a brief 

description of the individual issuing the check. This 

description, written on the left side of the check, in-
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Thumbprinted Indorsement Checks for the Blind. In 

the past it has been difficult for a blind person to issue 

personal checks and be properly protected. Some banks 

have inaugurated a service which provides special checks 

for the sightless who cannot sign their names. Similar 

in appearance to the regular check, these have several 

additional features. The horizontal writing lines and 

the dollar sign for the figure amount are raised to 

guide the individual in sorting the necessary information 

on a typewriter. The signature line is also raised, 

as a guide for the written signature or the facsimile 

mark of an individual who cannot sign. The right side 

of the check has four anounts ($5» |10, $25, aid #100) 

in raised figures, which are used by the individual as 

check protection by indicating maximum amounts, so that 

payment does not exceed these marked figures. This maximum 

indicating amount is marked by circiling the figure, or 

with the thumbprint of the blind person. 

There are also two rectangles on the right side of 

the check for thumbprinting. When the blind person re-

6 "Emplyee Frauds - Little Giant Control", The 
Accountant's Digest. I5:l48, March, 1950. 
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ceives his supply of checks, he places his right thumb

print in the lower rectangle as an indorsement when 

negotiating a check. The double thumbprinting assures 

safety.7 

The Voucher Check. A check or voucher form has 

the regular check portion, together with a stub of the 

same length as the check and attached at the top or the 

bottom. This stub is known as the "voucher portion" or 

"remittance statement." It is on this voucher portion 

that the details of the payment are shown. 

As soon as an invoice is received and approved 

as correct in its entirity, it becomes an immediate lia

bility, and should be set up on company records as such 

without delay. This may be done by entering the amount 

of the invoice in an invoice register or accounts pay

able journal, or by posting to the general ledger direct

ly from the voucher portion of the check after tho in

voices have been entered on the voucher. The posting 

reference in the general ledger is the voucher number, 

oince duplicate copies of vouchers are filed numerically 

in a check register, any entries made to the general 

ledger can be easily and readily check at a subsequent 

date. 

7 Ibid., p. l48. 
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When using triplicate vouchers, the clerk need not 

withhold work on any Invoice until payment day. Instead 

the clerk may actually fill in the vendor's name and ad

dress on the check portion of the voucher check, then 

enter on the portion the full details of tue first in

voice to be listed for a given supplier. The clerk would 

then place the three-part voucher check and the invoice 

in the proper places in their respective files. 

Many firms maintain both an alphabetical and a due 

date file for accounts payable items, having in mind that 

all Invoices from the same vendor or supplier and from 

all suppliers should be paid on the proper date. Some 

suppliers must be paid in ten days, some in five days, 

and some in thirty days; therefore, it is necessary to 

have proper information filed both by name and by due 

date. This may be done by filing the actual invoices by 

due dates pnd the partially completed vouchers alpha

betically.^ 

For firms which receive only a limited number of 

invoices each month the very simplest "reminder" system 

will answer all purposes. It is of the greatest impor

tance however, that discounts be taken. A lost discount 

^' 8 J. Brooks Heckert, Accounting Systems Design and 
Installation, (New York: The Ronald Press Company, 1936) 
•pp. 4^^-l|^7. 
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on an Invoice which the firm is in a position to pay is 

a lost profit. The triplicate voucher system descfibed 

above is effective insurance against lost discounts. 

Day after day, as more invoices come in, the clerk 

goes to her tray or file, removes the partly completed 

voucher check, and enters each additional invoice from 

the vendor on the voucher portion and the check she has 

started. She then replaces the set in the file. On 

payment day the triplicate set is withdrawn, the items 

appearing in the voucher portion are totalled, and the 

discount computed and also entered on the voucher por

tion. Then the check portion is dated, the amount in

serted, the check itself protected and signed, and the 

check with the voucher remaining attached is mailed to 

the supplier or vendor. 

When the supplier receives the voucher check, he 

compares the entries on the voucher portion with the 

charges appearing on his books; then he detaches and re

tains tho voucher portion with the charges appearing 

on his books; then he detaches and retains the voucher 

portion. This becomes the supplier's record of invoices 

that have been paid. He then indorses and deposits 

the check portion. 

Meanwhile, in the issuing office, the duplicate 
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copy of the voucher check, which is punched for filing, 

is placed in a post binder or in a vertical file fasten

er folder, in its numerical order. This procedure gives 

the firm the same information that formerly appeared 

on the check stub, except that this information is en 

exact carbon copy duplicate of the entire original check 

portion and voucher portion. Moreover, this carbon 

copy of the original is a legally recognized copy and is 

therefore of greater value as a record than a stub. 

The duplicates thus filed as the check register elimi

nate the necessity of entering each individual check by 

hand in the cash book or journal. By eliminating this 

lengthy operation, time Is saved and the possibility of 
9 

attendant errors removed,^ 

Instead of entering each individual check in the 

cash book, only the total of all checks drawn each day 

need be entered daily, together with the amount of dis

count earned and like details. Thus it is always a 

simple matter to determine the current bank balance 

immediately and accurately by subtracting tJie cur.ula-

tive total of Checks drawn from the total deposited to 

date in the bank account, all of which data are normally 

contained in the cash book. 

y Ibid., pp. 427-428 
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Posting of payments to individual accounts in 

the accounts payable ledger or to the general ledger, 

as tho case may be, is made directly from the duplicate 

vouchers, daily, weekly, or monthly as may be desired. 

The third copy or triplicate serves two useful 

purposes. In the first place it is filed by vendor, 

together with all the invoices covered by the payment, 

in an alphabetical "paid" file. The invoices should be 

stamped paid and stapled to the voucher triplicate. In 

this manner immediate reference may be made to all in

voices from, and all payments to, a given supplier within 

any year. This alphabetical record eliminates the need 

of an accounts payable ledger. 

Thus we find in the alphabetical file m invoice 

I or invoices, together with the triplicate copy of tho 

covering check. Numerically filed in the post binder or 

file folder we find the duplicate copies, which together 

constitute a check register. In the cancelled check 

file we find the original check, bearing the vendor's 

indorsement receipt. The method thus furnishes a com

plete record, suitable for a business of any size what

ever. It is in fact the kind of record most frequently 

found in well-organized offices. 

xu ittld.. p. 427. 
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The second purpose of the triplicate copy is to 

show the distribution of payments to account numbers or 

account names. For instance, loose-leaf binders purchased 

are distributed to the office account; steel is distri

buted to the manufacturing account, stationery is dis

tributed to the supply account, etc. Not only must the 

firm be protected against careless or unauthorized pur

chases, but it must know which departments of the business 

are incurring expense.^^ 

Numerical Sorting of Checks, When a company re

ceives its monthly bank statement, the first task is to 

sort the checks in numerical sequeice in order to ex

pedite the reconciliation of the bank account. This can 

be a laborious job or the work may be organized and per

formed in an efficient manner. 

In a single digit sorting a check is handled as 

many times as there are digits in the series of check 

numbers being sorted. If there are four digits, each 

check will be handled four times; if five dibits, the 

check will be handled five times, and so on. 

The most efficient method of single digit sorting 

is as follows: All the checks to be sorted are placed 

11 Ibid., p. 426 
L 1— 
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in ten piles, "O" to "9", according to the unit aiĝ it, 

and then restacked into a single pile. On the second 

sorting they are distributed again into ten piles by the 

•tens digits and then restacked into a single pile. This 

is repeated for the hundreds, thousands, and then thou

sands digits. When the process is completed, the checks 

will be in consecutive numerical order.-̂ ^ 

A stacking rule must be followed to accomplish 

this simple method of sorting. The order of stacking 

depends on the number of digits to be sorted. The rule 

is that when an odd number of digits is to be sorted, 

the "O" pile is stacked on top after the first sorting, 

or when en even number of digits is to be sorted, the "9** 

pile is placed on top In the first stacking. In both 

cases the restacking of additional sortings is alternat

ed. For instance, when the highest number in the series 

is an odd number of digits — three digits (999) or five 

digits (99,999) — the "0" pile must be placed on top 

of the stack and the "9" pile on the bottom after the 

first or unit digits have been sorted. The second sort

ing, being by the tens digits, is stacked in reverse 

order; the "9" piles are placed on top of the stack and 

" 1'-̂  C. V. Kane, "A Short-Cut Method of Sorting Can
celled checks". The Journal of Accountancy, 8U:3U2, 
October 19i+7« 
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the "0" piles on the bottom. This alternating method 

of stacking is repeated until all digits are sorted. 

When the highest number in the series has an even number 

of digits — four digits (9,999) or six digits (999f999) 

— the restacking rule should be reversed. After the 

first or unit dî ît sort the "9" pile would be on top 

of the stack and the "0" pile on the bottom. The reverse 

order of restacking ("O" on top of pile) would bo used 

for stacking the checks of the second sort (second digits) 

and alternated with each additional digit sort.̂ -̂  

New Checkwriter and Signer. A new Protectorraph, 

which performs six operations in a single process — im

printing, protecting, adding, listing, counting, and 

automatic signing -- has been announced by the Todd Com

pany, Rochester, New York. The nodel, called the Blue 

Streak, will process as many as 2500 checks in one opera

tor hour and more than 3000 if the same amount is re-

peated. Tho checks pass automatically from the writer 

through the signer, where two etched plates imprint signa

tures and signature backgrounds in as many as seven 

colors. The backgrounds are of intricate patterns de

signed through complex mathematical formulae which, 

like the inks on the ribbons through which both sign-

13 IbidT. ̂ p. 342. 
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ature and background are printed, cannot be duplicated. 

Additional disbursement control is provided by the lock

ing and metering system. The equipment has two locks, 

with keys held by separate executives, thus providing 

the equivalent of a counter signature which cannot bo 

duplicated. Every check signed is recorded by an inac

cessible non-resettable meter, providing an automatic 

record for justification against serially numbered checks 

and vouchers. 

The adder and lister will record on either a 

standard size tape or ,on regular payroll or register 

sheets. Totals or subtotals can be taken at any time, 

and the unit may be disengaged easily from the writing 

and signing units and used as an auxiliary adding and 

listing machine.-^^ 

' 14 nn, "New Checkwriter and Signer", The Journal 
of Accountancy. 84:lU9» August, 191+7• 



CHAPTER IX 

INTERNAL CONTROL 

A new adaption of a long known device has re

cently been made available for the prevention of business 

fraud and embezzlement and appears to be well worth the 

consideration of accountants and other interested per

sons in improving methods of internal control. For 

many years perforating machines have left their familiar 

impressions on cancelled bank checks but only in the 

last few years have these machines been developed and 

evolved for the use in office systems and procedures 

for the authentication or cancellation of documents to 

prevent their misuse. 

A completely new line of electrically operated 

performating and endorsing machines is announced by 

Cummins Business Machines, Chicago. Among these is the 

Cummins 300, a compact, portable electric perforator 

weighliig only k9 pounds, which occupies approximately 

the same desk space as a portable adding machine. It 

is automatically operated, and has a patented key device 

replacing the old peg method of setting numbers.1 

• 1 nn "Now Perforating and indorsing Machines," 
The Journal of Accountancy. 84:ll4-9, August, 19^7• 



102 

The embezzlement of funds in American business 

has been Increasing steadily from year to year to the 

point in I9U9. according to known figures compiled by 

the Federal Bureau of Investigation and the surety com

panies, over 22,000 persons stole more than $500,000,000 

from their employers. If this fî ûre is increased to 

reflect the many more cases which for various obvious 

reasons are not reported or publicized and therefore, 

not included within such figures, the total penalty 

paid by business because of dishonesty of employees 

may well reach several billion dollars a year. Business 

must at all times employ all possible safeguards, mech

anical and otherwise, to reduce these staggering annual 

losses. 

In considering the methods of loss prevention 

and detection that are available, it is helpful to have 

some classification of the most common methods used by 

embezzlers. 

Surety companies rank these as most frequent: 

(1) Disbursing funds to non-existent vendors, or in 
payment of fictitious invoices from actual 
vendors; 

(2) Invoicing goods to customers at prices or 
quantities improperly understated and collect
ing all or part of the difference. 

(3) Withholding the proceeds of cash sales, or of 
collections on doubtful accounts previously 
written off; 

' . . • * > • • J, ' , - — — 
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ih) Improperly paying vendors' invoices or expense 
bills a second time and appropriating the amounts 
either directly or with collusion. 

There are three primary measures that usually can 

be undertaken by a business to minimize the possibilities 

of such losses and to reduce the extent of loss, these 

being (1) periodic audits by independent public accoun

tants, (2) an effective system of internal control and 

(3) the purchase of surety bonds. No one of those meas

ures is certain of itself and generally all three are 

considered to complement the other. 

Tho annual audit by independent public accountants 

is, of course, not primarily directed at discovery of 

fraud. In all likelihood, substantial defalcations which 

materially affect the financial position of a company 

will be uncovered in the course of such sn audit, but a 

cleverly handled series of small speculations may go 

unnoticed. The audit does have a strong psychological 

effect, however, the deterring factor to the embezzler 

being in the possibility that the test checks made by 

auditors may be such as to bring his activities to light. 

While the surety bond is primarily a means of in

demnification for such losses as inevitably occur, it is 

also a preventative measure. The inquiries made by the 

" 2 R̂  H. Greenberg, "Fraud Prevention Through Docu
ment Perforation," The Accountants Digest. l6: Sept. 1950. 
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bonding company into an applicant's past may disclose a 

previous record, but, more importantly, they generate a 

psychological effect that tends to slow or discourage mis

deeds. 

In the final analysis, the system of internal 

control must be the most positive deterrent to the would-
3 

be embezzler. A well defined plan of internal control is 

the greatest possible restriction upon the freedom of 

access that is necessary to conceal successfully a mis

appropriation of funds. It is important that such a 

system be reviewed periodically, preferably by inde

pendent public accountants, and that it be maintained 

in such a way that its checks and balances cannot easily 

be circumvented. 

Of course, it is understood that systems of 

internal control are not desî  ned for the singular pur

pose of protecting the employer from embezzlement. 

Among their major functions are the insuring of proper 

classification of transactions, the general accuracy of 

accounting records and the carrying out of management's 

policies. 

Of the four most common types of fraud, two 

of them are perpetrated through tampering with purchase 

***" 3 Ibid., p. 52. 
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invoices and their supporting documents. It is these two 

methods, which on tho average involve much more than 50 

per cent of the money amount of the business embezzlements 

that take place, that can most effectively be eliminated 

by the use of perforating equipment for validating and 

cancelling the various documents.^ Perforation has certain 

obvious superiorities over other methods of validation 

end cancellation in that it is fast, easily accomplished 

and virtually impossible to alter. For this reason there 

are many applications for such equipment in office and 

plant procedures for the handling of shipping documents, 

receiving reports, invoices, vouchers and checks. Some 

of such frauds are described in the following paragraph. 

In any sound office system, every purchase or 

expense invoice is expected to be supported by certain 

documents before it is eligible for payment. These docu

ments include copies of purchase orders, evidences of 

shipment by the supplier, and receiving reports, all 

bearing proper indications of authenticity or approval. 

An embezzler proposing to divert funds by payments to 

fictitious companies (or to actual companies for fictitious 

invoices) must first procure a set of supporting documents 

to cover the payment and arrange to give them the appear-

h Ibid., p. 52 



106 

anco of containing the proper authorizations and ap

provals. In many cases, this presents no great problem 

to him In that the approval consists of easily forged 

initials of individuals charged with the responsibility 

of review. An illustration of this is the receiving 

report. This printed form, even when it bears sequence 

numbers is usually easy to secure by an embezzler, who 

can fill it out and initial it with the same apparent 

authenticity that the receiving clerk imparts to it. By 

arranging for the printing of such receiving reports in 

blank (or more simply by merely appropriating an unused 

supply of them), an embezzler may thereby, with little 

inconvenience insert quantities and descriptions in con

formity with fictitious invoices, and so arrange for pay

ment of the invoices. 

The introduction of perforating equipment in tho 

receiving department to validate its reports would make 

this procedure vastly more difficult. New types of per

forating machines are available requiring that a key be 

inserted to activate the machine and cause it to repro

duce a particular series of initials or other symbols. 

Control of this key by the receiving clerk in such a way 

that the machine cannot effectively be used by anyone else 

would make it impossible for a would-be embezzler to pre-
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sent a proper receiving report to support a spurious in

voice. . 

One of the other common typos of embezzlement is 

that accomplished through the presentation of purchase 

invoice or expense bills for payment more than once. 
r- if 

One of the most frequent of such occurrences, although 

usually not large in unit amount, is that of presenting 

petty cash slips over and over again, this being a simple 

and advantageous process for the defalcator because the 

dates on the slips can readily be changed and tho pro

ceeds come to him in currency. The payment of invoices 

a second time is likewise not difficult and happens fre

quently, the only problem to the embezzler being the 

diversion of the check to his own uses (which can usually 

be accomplished by ordinary endorsements.) 

The average accounting system only partially meets 

this situation, if at all. Usually the invoice in ques

tion had all of the necessary supporting papers at the 

time of original payment and probably the only indication 

that it was then paid was a rubber stamp across its face, 

embellished with approving initials. Many cases of em

bezzlement have been accomplished where the rubber stamp 

was simply washed off or made illegible and the invoices 

resubmitted. Perforating equipment, by reason of its 

u 
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superiority to a rubber stamp, offers a very definite 

barrier to this method of misappropriation. If the in

voice being paid, and all of its supporting documents, 

are cancelled by perforation in a single automatic opera

tion at the time they are approved and paid, their re-use 

would be impossible.^ Perforations cannot be erased or 

obliterated like a rubber stamp and the submission to 

a signing officer of an invoice or document bearing pre

vious perforations would Immediately notify him that 

something was wrong. The most effective use of this 

equipment Is accomplished when the person authorized to 

make final review of the documents and sign the chocks 

has a key-controlled machine which he uses to perforate 

all of the documents as a unit. Such machines are auto

matic and electrically operated. 

6 Tbid,, p. 5h. 



CHAPTER X 

CONCLUSION 

In plants all over the country an octopus of in

creasing paper work has extended its tentacles into every 

phase of production. Wherever this condition exists, 

lagging paper work may be delaying plant operation, bvery 

day, in these same plants, men are performing production 

miracles. There is a new world to build, and they are 

building it, working their magic by adapting materials 

and machines, making their greatest gains by simplifying 

old and cumbersome processes. In foundry and factory, 

mill and mine, the great laboratory of industry has estab

lished the tremendous creative power of accumulative 

progress. 

Production men have reduced the processing of most 

goods to near science by eliminating every waste motion. 

Industrial enginî ers have directed their efforts toward 

removing all the unnecessary steps in their procedures. 

Now, as the office gains full stature as an essential 

part of every production organization, it is vital that 

the fundamentals of plant improvement be applied to 

office operation. 

Because the office is the backbone of the new world 
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we are building, each of us has a new and ever-increasing 

responsibility, that of gearing our paper work to plant 

production. First, we must gather and improve our tools, 

then provide proper background for our workers. Next, 

whether we effect paper-work economies all at once or one 

by one. It Is necessary for us to adopt a sound and 

simple schedule. 

Each of tiie improvements in office production 

contributes to savings that will more than bear the cost 

of changing some phases of the system. 

Each passing year emphasizes the interdependence 

of plant and office and indicates new need for the close 

paper control of plant production. 3ecauso all produc

tion starts with a piece of paper, and each sta.,e there

after is directed by an order form, paper work has become 

the control thai helps or hinders the use of men and 

machines. Never in the history of business have quick, 

complete, and authoritative records been so vital. 

In a wide variety of accounting offices, applica

tion of the plan can consolidate many of the records 

needed to furnish complete basic business information and 

can help accountants and their helpers to do more and 

better work with less effort in less time. 
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