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Approximately 500 pages of plain simple English, the Comprehensive
GAAP Guide includes every single promulgated accounting principle in use
today. The utmost care has been exercised to avoid incomprehensible
language. Each promulgated principle is thoroughly reviewed in a logical
format that is easy to understand.
Important nonpromulgated accounting principles have been integrated
throughout the text in an effort to give the reader a more complete
perspective of the specific subject matter.
The chapters in the GAAP Guide are arranged by subject matter in
order to bring together related pronouncements of different dates. Comprehensive illustrations are used generously to demonstrate specific concepts and principles. Apparent conflicts in the promulgated pronouncements and other important information are highlighted by special observatio n p aragraph s.
An in novative Disclosure In dex h as b een p rovi ded which cont ains
both required and recommended discl osures currently i n use. This index

has been designed to assist the preparer or reviewer of financial statements
in determining whether necessary disclosures have been properly made.
"Probably the best $15 you ever spent on an accounting publication."
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The World's only calculator that
lets you snap in the keyboards
and functions that you need
...to increase productivity.
Now, you don't have to pay for
functions you don't need.
For the first time you can
choose a calculator that lets you
increase productivity and select
the functions you want. With the
new Monroe 2850 you can choose
from nine modular keyboards which
allow you to perform: discounts;
mark -up; percent of change; metric
conversion; learn mode programming. And in addition, independent
memories and combinations of
these functions are available.
Just snap the module into place
and you have a simple to operate
but very productive calculator
that is virtually customized to suit
your needs.

And when you buy a Monroe
2850, you get something extra...
Monroe value. Every Monroe
product is backed by 67 years of
calculator experience, 350 local
Monroe owned branches, and
what has been called the finest
service in the industry.
Find out more about the remarkable new Monroe 2850 "Snap -in."
Use this coupon or write
to Monroe.

MONROE
The Calculator Company
The American Road,
Morris Plains, NJ 07950
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The Monroe 2850's
RemarkableFeatures!

• Snap-inmodularkeyboardfor
customizing
• Quiet, fast, precision printer
• Large, easy-to-read display
• Clean snap -in2color ribbon
cartridge
• Madein U.S.A.

O Please send me further information about the Monroe 2850 "Snap -In"
O Please have a local Monroe
representative contact me for a
"Snap-In" demonstration.
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From EDP to MIS and Beyond
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By Morris Gartenberg and Robert F. Randall
The applications of EDP to corporate information handling are becoming increasingly more
sophisticated. No longer a buzz word, MIS (management information system) is a reality—
and management accountants are involved in its implementation, control, and operation.

How RJR Put Its New MIS On -line

17

By James H. Wood
With mergers and acquisitions on the rise and with increased FASB and SEC reporting
requirements, R. J. Reynolds Industries required a new information system to handle its
consolidation accounting and reporting requirements.

MIS at International Paper:
An Integrated Teleprocessing Network

24

By James A. Mayer
At this multi - billion dollar company, data processing was fragmented into 23 computer
centers and 26 mainframes —and it took 17 days to close the books. What it needed was
an integrated company -wide information system.

A Hardware Company Manages Its Inventory the EDP Way

28

By Kailas J. Rao
A hardware company whose sales volume increases 47% in five years needs, at the very
least, an efficient inventory system. Here's how a medium -sized company converted from
a time- consuming manual operation to a computerized MIS.

A Production Management System at Boeing

33

A system that keeps track of every assembly and part, the inspections performed, plus
payroll hours chargeable to any part or assembly, helps keep this company flying.

The Rockford Files: a Case for the Computer

36

By Marvin Weingard
After the decision is made to replace the old accounting system with a computerized
management information system, a company must then make a second, critical decision:
whether or not to lease an EDP service or to install an in -house system.

Electronic Banking Comes to First - Citizens

39

By Jay C. Case
First - Citizens Bank & Trust Co. could have automated its branches and accounting offices
with a crash conversion program. A combination of economic realities persuaded management to opt for a five -year conversion plan.

Survey

MIS: What Can Go Wrong?

43

By Michael J. Cerullo
A number of common problems hinder the development and maximum use of sophisticated computer -based management information systems. MIS directors in a recent survey
identify the problems that plagued them.
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Case
Studies

EDP Finds a Home at North Haven

49

By James E. Varrone and Vincent E. Palmeri, Jr.
A municipality has different data processing needs than a corporation, but the principles
for selecting the appropriate hardware and software are essentially the same.

MIS in a Small Company

51

Catto & Putty wanted to serve its customers on a "real- time" basis. The acquired inventory
management system allows the president himself to obtain instant data.

No Membership Too Large —No Service Too Difficult

52

A fast - growing, educational, nonprofit organization, the Society of Real Estate Appraisers
is in the business of transferring knowledge to its membership. To carry out this task it
needed a computerized on -line system with a capacity for future expansion.

Research
Study

Maintenance Planning and Control

53

By James H. Bullock
There is an urgent need for management accountants to involve themselves with maintenance planning and control maintains this summary of a new NAA research study.

NAA
Constitution

Notice of Proposed Amendments to the Constitution

56

A number of proposed amendments to the NAA Constitution have been approved by the
Board of Directors and Executive Committee. The text of the proposals are published here.

Amendments to the Bylaws

58

Text of amendments to the Bylaws approved by the NAA Board of Directors.
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Speakers Unlimited
More than any other single element, a thought - provoking speaker can
make the difference between a successful meeting and a dull one.
You know this from experience. Your chapter officers and directors
know it also. That's why every year about
this time they carefully select speakers for
the technical program in the coming year.
In making this selection of speakers,
they can call on an extensive, computerized Speakers' Service Index maintained
by the Association office. This index is broken down into 117 subject areas, ranging
alphabetically from Absorption Costing to
Systems and Procedures.
The speakers whose names and addresses are in this bank were recommended by chapters from every section of the
country. Annually, each chapter is asked to
recommend the three best speakers on its technical program for the
past Association year. This information is added to the file with procedures that automatically update the list.
Your chapter usually arranges for speakers at nine technical programs. This means that NAA's 320 chapters feature more than 2,800
speakers each year. Of course, the same speakers often address several different chapter meetings during the program year.
If you are not satisfied with your chapter's program or would like to
see a certain topic covered in next year's program, talk to your chapter's program director. He needs feedback on the hits or flops of the
technical program. A speaker can be obtained to talk on almost any
desired topic. If s uch a sp eak er can no t be co nt acted vi a th e NAA
Speaker Service Index, often the Regional Council in your area will
have a recommendation.
You may want to reco mmend a s peaker who m you have heard at
another organization's meeting. Let your program director know. His is
a tough job that has a critical impact on the chapter's year. He needs
your help to produce programs with topnotch speakers.
He also needs your presence at the technical program meeting to
give the speaker the audience he deserves. Just as an SRO audience
stimulates Broadway performers, an unexpectedly large turnout at an
NAA meeting, I am certain, will spark an exceptional performance out
of any speaker.

CLEMENS A. ERDAHL
President, 1978 -79
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Data Sheet
Robert F. Randall, Editor

one element of which is changing prices. It is
the cost of changing prices which is the sole
inflation cost to be measured. That measurement can only be achieved through application
of indexing to conventional financial statements." The FASB also proposed, as an alternative, disclosure based on a form of indexing,
but still supplementary to the primary statements.

Financial Salaries Up 4.4%

In another round of a case that began in 1973,
the U.S. Court of Appeals for the 9th Circuit in
San Francisco has ruled that the SEC cannot
"conscript" accountants. In SEC vs. GeoTeck,
a U.S. district court in 1976 found Arthur Young
& Co., which audited GeoTek, not guilty of fostering violations of the securities laws. The
SEC, however, appealed to enjoin the CPA firm
from alleged further violations. The appeals
court reaffirmed the 1976 decision and said,
"To accept the SEC's position would go far
toward making an accountant both an insurer
of his client's honesty and an enforcement arm
of the SEC." It continued, "...we can understand why the SEC wishes to so conscript accountants.... The difficulty with this is that
Congress has not enacted the conscription bill
that the SEC seeks to have us fashion and fix
as an interpretive gloss on existing securities
laws."

PW Chairman: Include Cost of Inflation
"We must deal with the cost of inflation in a
substantive way, not as if it were a shadow on
the financial statements," Joseph E. Connor,
chairman of Price Waterhouse & Co., recently
told business executives. He called for the
adoption of basic changes in accounting that
would deal directly and solely with the erosive
effect of inflation on business capital. He said,
"The present accounting model is producing
frequent reports of so- called 'record' earnings
due to the failure to include in the earnings
computation the erosive impact of inflation on
the corporate capital base. These 'record'
earnings reports are a deterrent to tax reform."
He criticized both the SEC's replacement cost
requirement and the FASB's current proposal
to require supplemental disclosure of earnings
based on current value of assets. "Replacement cost and current value accounting involve
the measurement of changing values —only
MANAGEMENT ACCOUNTING /APRIL 1979

Starting salaries for financial executives and
accountants have increased an average of
4.4% in 1979, as compared to 1978, according
to the latest Robert Half, Inc. survey, Chief financial officers /treasurers at companies with a
volume of $250 -$750 million were earning
$62,000- $103,000, a 3.1 % increase; in $50$250 million companies, the range was
$46,000 to $77,000. Corporate tax managers at
companies with volumes of up to $50 million
saw their salaries go up 7.7% to a level of
$28,000- $42,000. The financial personnel
chain also reported that large firms are offering
senior financial analysts $20,000- $28,000,
7.9% more than last year.

NCGA, FASB Will Cooperate on
Development of Objectives of
Nonbusiness Accounting
The National Council on Governmental Accounting (NCGA) and the Financial Accounting
Standards Board have agreed to cooperate on
an FASB project to develop one or more statements of financial accounting concepts on objectives of financial reporting by nonbusiness
organizations. In a letter to the Board, the
NCGA said that in addition to assisting the
FASB's efforts, it planned to research internal
accounting and financial management needs in
the government accounting sector. The two orseek to develop a common
ganizations
work plan to avoid duplication of their efforts.
will

SEC Can't `Conscript' Accountants,
Says Court in GeoTek Case

SEC Adopts Truth -in- Accounting
In line with the 1977 Foreign Corrupt Practices
Act, the SEC has adopted requirements that
make it a violation of the agency's regulations
to falsify "or cause to be falsified" books and
records of publicly -held companies. They also
bar any officer or director of the company from
making false or misleading statements to an
outside auditor. Its latest action is designed to
make it easier for the Commission to initiate
administrative proceedings against violators.
5

Management
Accounting
Practices
Louis Bisgay, Editor

FASB May Change Statement No. 8
The Financial Accounting Standards Board has
taken a step that may lead to sharply reducing
the "dissatisfaction index" of its constituency —
it has agreed to reconsider Statement No. 8,
which deals with translation of foreign currency
transactions and financial statements. FAS No.
8 was intended to standardize the methodology
used in reporting foreign currency transactions.
Some of its provisions, however, have drawn
widespread opposition from the business community. One such provision is the requirement
that gains or losses on foreign currency translation must be reported in current income statements, thus causing many multinational companies to report sharply fluctuating net earnings
from one period to another as foreign exchange rates vacillate. Corporate executives
allege that these swings in earnings are
misleading to investors, are not in accord with
economic realities, and have promoted management decisions made principally to smooth
the swings in earnings. In connection with its
plan to study the economic consequences of
its statements (Data Sheet, Feb. 1979), FASB
has been concentrating on Statements Nos, 8
and 5 (Accounting for Contingencies). Two research projects concerned with the effects of
Statement No. 8 had been commissioned.
At a meeting with its staff, the Board decided
that reconsideration of FAS No. 8 wculd be formalized as an agenda project. Although the
eventual outcome of its decision is not now
predictable in terms of specific changes, the interest in revising the statement expressed by
Board members indicates that some form of
amendment is likely. Furthermore, Securities
and Exchange Commission Chairman Harold
M. Williams, at a joint meeting with the FASB,
said he is glad that the Board is considering the
revision of Statement No. 8.
6

Accounting Rule - Making is Monitored
Closely
Acting through its spokesmen, the Management Accounting Practices Committee continues to make known its views on financial accounting and reporting practices for the benefit
of management accountants. The MAP Committee recently submitted comment letters to
the FASB, the SEC, and the Cost Accounting
Standards Board. Here are some highlights:
Accounting for Certain Service Transactions
(FASB). The MAP Committee agreed fully with
the paper's intent to reduce alternatives in recognizing service revenues and costs, notwithstanding several reservations which were expressed (MAP, Jan. '79). Among them:
• Difficulties in implementation
• Potential inconsistencies with prior authoritative literature
• Disagreement with retroactive restatement.
Proposal for Dealing with Industry Accounting Matters and Accounting Questions of Limited Application (FASB). The Committee, in essence, agreed with proposed procedures that
would enable the FASB to adopt as FASB
Statements the accounting provisions in existing AICPA Industry Audit Guides, Industry Accounting Guides, and AcSEC Statements of
Position (MAP, Jan. '79). Also endorsed was
the proposal to establish a new series of FASB
Technical Bulletins, which could be used to formalize the Board's letter communications presently summarized in Status Report.
Accounting for Capacity- Related Costs
(CASB). This concerns an issues paper developed by the CASB staff. While the MAP Committee submitted general comments in response to eight questions raised by the Board,
its strongest reaction was that, because the
subject is so broad and the project has many
implications beyond government contract costing, the CASB should consider sponsoring a research study by independent organizations before arriving at any conclusions.
Safe - Harbor Proposal (SEC). The MAP Committee commented on proposed "safe- harbor"
provisions that would shield from unwarranted
liability those managements choosing to issue
publicly projections of revenues, income, and
earnings per share (Data Sheet, Jan. '79). Principal reactions of the Committee were:
• The rule should be applicable to all management statements rather than limiting it to projections made in filings with the Commission.
• In the event of litigation, the burden of proof
should be placed on the plaintiff to establish
that the projection did not have a reasonable
Continued on page 67
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Don't wait!
Send for help.
M any things can
ha p pe n tha t wi ll d is ru pt
yo u r wor k s c he d u l e . . . a
sudden rush o f orders,
vacations, even bad
weather.
T ha t' s whe n yo u
s houl d c a ll Ke lly Se rv ic e s

for help. Kelly will supply
you with efficient, dependable temporary help for
virtually any office need.
Take a look at all the job
classifications listed here.
They're part of the Kelly
Services Description
System that works for
pe opl e e ve rywhe re . Y ou'll
find e ve rything from c le rks ,
typists, and secretaries to
business machine o perators.
T he ne xt ti me y ou
ne e d qu a l if ie d t e mpo ra ry
help, do n't wait, f ill o ut
and mail the co upon f o r
mo r e inf o r ma t i o n , or c a ll
Kelly S ervices, the
tempo rary help peo ple.
They're in the white pages
of y our phone bo ok. Le t
Kelly's dependable
qualif ied peo ple help yo u.
1. Clerk, Other (100)
2. Junior Clerk (101)
3. Stock Messenger Clerk
(102)
4. Mail Clerk (103)
5. General Clerk (104)
6. Senior Clerk (I 10)
7. Records Clerk (115)
8. Tabulation Clerk (120)
9. Statistical Clerk (125)
10. Credit Clerk (130)
11. Typist, Other (200)
12. Clerk Typist (201)
13. Junior Typist (202)
14. Typist (210)
15. Senior Typist (215)
16. Forms Typist (220)
17. Statistical Typist (225)
18. Senior Statistical
Typist (226)
19. Junior
Transcription
Typist (230)

20. Transcription
Typist (23 1)
21. Junior Shorthand Typist
(235)
22. Shorthand Typist (236)
23. Technical Typist (240)
24. Technical Transcription Typist
( 241)
25. Technical Shorthand Typist
(242)
26. Secretary, Other (300)
27. Junior Secretary (30 1)
28. Secretary (310)
29. Secretary/Transcription
(330)
30. Secretary/Shorthand (335)
31. Technical Secretary (340)
32. Technical Secretary/
Transcription (341)
33. Technical Secretary/
Shorthand (342)
34. Executive Secretary (350)
35. Accounting, Other (400)
36. Payroll Clerk (401)
37, Accounting Clerk (405)
38. Bookkeeping/Billing
Machine Operator (410)
39. Bookkeeper /Assistant (420)
40. Bookkeeper /Full Charge
(421)
41. Word Processing, Other
(500)
42. Data Entry (501)
43. Junior W ord Processing

Typist (Trainee) (505)
44. Word Processing Typist (510)
45. Word Processing Statistical
Typist (520)
46. Word Processing Senior
Statistical Typist (52 1)

47. Word Processing
Transcription Typist (530)
48. Word Processing Shorthand
Typist (535)
49. Technical Word Processing
Typist (540)
50. Technical Word Processing
Transcription Typist (541)
51. Technical Word Processing
Shorthand Typist (542)
52. Word Processing Proofreader
(550)
53. Word Processing Technical
Proofreader (551)
54. Miscellaneous, Other (600)
55. Receptionist (601)
56. Receptionist, Typist (602)
57. Switchboard Operator /Small
Console (610)

75. Product Demonstrator
(711)
76. Product Demonstrator/
Salesperson (712)
77. Product Salesperson (713)
78. Traffic Surveyor (720)
79. Store Surveyor (721)
80. Telephone Surveyor (722)
81. Door -To -Door Surveyor

(723)
82. On- The- Street Surveyor
(724)
83. Comparison Shopper (730)
84. Performance Shopper
(731)
85. Merchandise Clerk (740)
86. Display Clerk (741)
87. Demonstrator, /Trainer (742)
88 . Invento ry Co unter (7 50 )
89 . L i ht Ind ustrial, Other

58. Switc hbo ard O perato r /Small
Console Typist (611)
59. S witc h b o ard O p er ato r /P BX

(800)
90. Assembler (80 1)
91. Assembler - Printed
Circuit/ Electronic (802)
92. Bindery Worker (803)
93. Blueprint Worker (804)
94. Cardboard Box Worker
(805)
95. Cafeteria Worker (806)
96. Conveyor Line Attendant
(807))
97. Food Service Worker (808)
98. Inventory Taker (810)
99. Laundry Worker (811)
100. Machine Tender (812)
101. Hand Packager (820)
102, Machine Packager (821)
103. Blister Packager (822)
104. Skin or Shrink Packager
(823)
105. Heat Sealer (824)
106. Printing Plant Worker (830)
107. Plastic Worker (831)
108. Stock Picker and Packer
(840)

(612)
60. Switchboard Operator /PBX
Typist (613)
61. Switchboard Operator /PBX
Special (614)
62. Business Machine Operator
(620)
63. Bank Teller (630)
64. Bank Proof Machine
Operator (631)
65. Junior Keypunch Operator
(640)
66. Senior Keypunch Operator
(641)
67. Marketing, Other (700)
68. Host/Hostess(701)
69. Registration Clerk (702)
70. Message Center Clerk (703)
71. General Convention Clerk
(704)
72. Narrator /Tour Guide (705)
73. Booth Attendant (706)
74. Product Distributor (710)
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For more information on how Kelly Services can help you keep up with
your work load, fill out and mail this coupon to:
KELLY SERVICES, GPO BOX 1179, DETROIT, MICHIGAN 48232

An Equal Opportunity Employer M/F

Let Kelly work for you.

Letters
TO THE EDITOR
Does Not Correct Unfairness

We never quit...
we always get fired.
That's good for you, and
it makes us happy too!

accounlemps

When you need t emp orary fi ll -in peo ple in acco unti ng,
bookkeeping or data processing, you want them FAST. You
have a specific job waiting.
You want them to get the job done with no ifs, ands, or buts
... QUICKLY.
You want them to be slightly over - qualified so your people
won't have to s pend th eir val uable ti me expl aining what is
need ed .
You want these people to come in, do the job, and leave.
That's wh at our peopl e want to ol
This is why we say the sooner you fire us, the happier we
will be.

A registered Trade Mark of the Robert Nall Organization

World's largest temporary service specializing exclusively in
Acco unti ng, Boo kkeeping and Data P rocessin g emergenci es.
Look us up in the White Pages
in the United States, Canada and Great Britain.

8

In his article, "Taxing Capital Gains
With Price Indexes" (Jan. '79), Professor Miller failed to point out a major
weakness that could result by taxing
capital gains with price indexes.
Professor Miller points out that the
current system of taxing capital gains
and losses works equitably if and only if
there is no inflation acting to change the
size of the monetary measuring unit. By
taxing the capital gains using the price
index method, you place an unfair situation on those who earn their income by
other means unless you let them take
the inflation out of their dollar by the
price indexing method. The problem of
inflation is not only with those taxpayers who earn income from capital gains
but it is also a problem with all taxpayers. As Professor Miller pointed out, if
this system was adopted, the tax revenue could remain unchanged but its
burden would be redistributed. If any
redistribution of tax revenue excluded
those who have income from capital
gains, it would be biased against those
taxpayers who earn income by other
means.
The current system of taxing capital
gains is by no means infallible but by
the same token the pricing index method does not serve to correct any unfairness in the system.
Roger D. Perry
Madison, Tenn.
Rewarding Beyond Measure
"Rainbows, Catfish, and Other Cash
Crops" by James W. Jones (Sept. '78)
was most informative. In Louisiana we
have several cash crops from marine
life. Catfish farming in particular is
growing in popularity but the initial
outlay of funds prior to receiving any
return is considerable. At least 100
acres are needed for an efficient operation. However, the first year an experienced operator should not try more
than 10 acres.
The return on investment can be very
MANAGEMENT ACCOUNTING /APRIL 1979

acceptable using the following guidelines.
A. Capital outlay per acre
1. Pond construction
2. Welland pump
3. Holding facilities
Total

$500.00
70.00
30.00
$600,00

B. Operating expenses per acre
1. Fingerlings 2000
$.05
$100.00
2. Feed 4 $5.00 cwt
150.00
3. Fertilizer and chemicals 25.00
4. Pumping costs
25.00
5. Labor, harvesting, and
feeding
60.00
6. Interest
20.00
Total

$380.00

C. Other expenses
1. Annual fish farmer
license
$ 10.00
2. Wh olesale fish dealer's
license
50.00
To tal

$ 60.00

D. Expected h arvest (per acre)
1500 lbs. @ $.40 per

pound
$600.00
E. Net profit (assume 10
acres with 10% of capital
outlay deducted)
$1,540.00
F. Percent profit on selling
price
25.6%
Finally, the satisfaction of belonging
to "an ind ustry th at is growin g mo re
and m ore im po rtan t in th e effo rt to sup ply the world with foo d" provid es a mo tivation for th e farm er en trep reneu r
that is reward in g bey o n d m easu re.
Gen e !, Hy mel
I ng ram Co rp.
New Orlea n s, La .

nan ce of market share. Accordingly,
wh ere po ssib le, the direct business appro ach is to p rovide for another shift of
wo rkers to increase production, and
mo st imp o rtant, to provide for a greater
utilizatio n o f plant and equipment.
Th e ab o ve ap pea rs to be be lab oring
the o bvio us, but currently in this county
we have newspaper discussions about
bu yin g mo re buildings and real estate to
provid e for expanded adm inistrative
an d social services by the county. However, m o st co unty buildings and offices
housing these services are less than one th ird utilized (computed at 8 /24ths
ho urs p er day less holidays).
It wo u ld m ake sense from a m anage-

What Accounting Professionals Earn...
1974
1975
1976
1977
1978
1979

Accounting Salaries up
13
J°

in

The article, "Th e City : Man agem en t b y
Crisis or Crisis Man agem en t," by Co m er S. Copp ie (No v. '78) started my
thinking ab o u t way s go vern m en t co u ld
approach prob lems of growth in the
sam e m ann er th at b u sin esses d o .
For exam ple, plant an d eq uipm en t
are costly an d exist as co n strain ts on
business when exp an sion is n ecessary to
provide for b usin ess growth and m ainteMANAGEMENT ACCOUNTING /APRIL 1979
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Salary Survey

Phone for your FREE copy today.
Here's important good news for men and
women at all levels in the accounting and
financial professions. The latest Source
Finance national survey indicates that,
overall. accounting salaries have increased
over last year -In some categories by as
much as 13%.
This large and comprehensive 20 -page
report was compiled by Source Financethe nation's largest non- franchised
recruiting firm devoted exclusively to the
accounting and financial professions.
The Salary Survey provides current data on
all professional position levels in both public
and industrial accounting up to and
including Senior Partner and Chief
Financial Officer.

The Survey will let you determine if your
curent compensation has kept pace with

Free Report!

Rethinking Go vern m en t Man agem en t

ment point of view to add another shift.
The benefits would be twofold; one,
property would not be removed from
the tax rolls and, two, many people who
would otherwise leave work and lose
pay to com e to the county offices could
visit the offices after normal working
hours.
In Arizona we now have a school
(Arizona State University) that has been
faced with the sam e problem , and their
solution has been to operate evening
classes. Why not th e sam e approach to
government operation?
As another application of management principles, Arizona State tax
Conti nued on page 68

•

•

•

•
• •

Atlanta
Marty Pierce, MBA
404/325.7000

your job responsibilities. It also contains
vitally important career information
including: how you can assess your current
position, strategies you can use to enhance
your long -range career development, when
a job change may be advisable,
importance of remaining in the mainstream
of career development, and much more.
Phone for your FREE copy today, without cost
or obligation. It could lead to important
and profitable new "breakthroughs" for you
in advancing your career.

Source Finance
The nation's largest non- franchised recruiting

firm devoted exclusively to the accounting and
financtai professions

For your tree copy, simply phone the Source Finance
office nearest you.
Boston
Sandy Salmela,
CPArMBA
61714 8 2 -7 M
Wellesley, MA
Eric Anthony, CPA
617'235-3020
Chicago
Ken Borkin. CPA /MBA
312%372 -9192
Dallas
Bob Hackett, CPA
214 696 -1500
Fort Worth
John Catterton.
CPA MBA
817,338-4750

Denver
Dick Mosek. CPA
303571 -4220
Detroit
Joe Grossman, CPA
313'963 -1464
Southfield, NIB
Bob Luter. MBA
313'352 -8860
Los Angeles
Cod Miller. CPA MBA
213 385 -0333
El Segundo, CA
John Nelson, CPA MBA
213'322 -7300
Irvine, CA
Bob Kyle. CPAIMBA
714,975-0150

NewJersey /New York
Bob Lynch, CPA MBA
201494 -2060
Palo Alto
Bob Mensik CPA /MBA
415856.1050
Son Francisco
Paul De Vote. CPA
415!956 -4740

If unable to call, write:

Source Finance. Dept Al
100 South Wacker Drive
Chicago. Illinois 60606

(When writing, please
be sure to use home
address and indicate
position title.)
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COMMENT
MIS Comes of Age
Like every emerging technology,
management information systems or
MIS started out as a buzz word. Computer salesmen discussed it at professional seminars . Professors wrote
theoretical articles about the benefits
MIS could bring to corporations —but
business was very cautious at first.
As past NAA president R. Leslie Ellis points out:
"When the computer first moved
into corporate offices, controllers recognized its use for compiling financial
data, producing payrolls and accurate
statements, and they were very enthusiastic about its potential. They
sent their accounting managers to
data processing courses and circulated all the articles written about computers and their applications to business problems."
Then, for a variety of reasons, management accountants did not recognize fully the potential of computer
technology to corporate information
reporting. But computer technology
continued to improve, and the corporate accountant found himself faced
with two hard facts, the first being that
computerized systems were sophisticated enough to offer management
much more than just accounting and
financial information. They were capable of offering a total business information system, including not only
accounting, but manufacturing, marketing, and engineering.
The s econd fact (an d an unpl easant one) was that such systems if
ignored by financial and accounting
executives would pass them by, relegating them to a distant box on the
organizational chart.
As you know, MIS has arrived,
We can't say we weren't warned.
An October 1970 article chided management accountants: "Why Leave
EDP in the Hands of Specialists ?" In
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March 1971 in "Accounting and the
Information System," the author hammers the point home: accounting is
only a subsystem of a much larger
system that encompasses all the information needed by management.
During his term as NAA president,
1977 -78, R. Leslie Ellis returned to
this theme again and again. As group
vice president charged with the job of
integrating accounting and the computer- oriented information system at
Armstrong Cork, he was uniquely
qualified for this role. He said:
"If accountants don't do their part
in bringing together accounting and
data processing people in a joint effort, they'll find eventually that they
have relinquished their right to call
themselves management accountants. They'll be back to just keeping
the books, and we'll have even more
financial problems than we do now."
He added, "But we won't let this happen."
This special issue on management
information systems is being pub-

lished in direct response to the challenge of the computer. Our most comprehensive, single -theme feature ever
published, it combines articles that
the editors specifically solicited with
articles submitted through the manuscript competition. It is practice -oriented and on -line (we believe) to the
current needs of members. It demonstrates that management accountants are adapting to the challenge of
the computer.
Let us know what you think of this
issue. Your opinion will help us in
planning future issues directed to
practical applications by the management accountant on the corporate firing line.

Coming
Next Month ...
A series of articles in May issue of
MANAGEMENT ACCOUNTING Will f o c u s
on costing for profit, a perennial concern of management accountants.
June features international accounting issues.
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"You should be able to close the books
in hours, not weeks!"
Timothy J. Conroy, Corporate Vice President of Technical Services,

You deserve fast, competent
response."
,g MIJ& Roy E. Nickerson, Technical Manager

Get proven products
regardless of your shop's
size or computer!"
L

John G. von Jess, Senior Vice President,

• General Ledger and
Financial Reporting
• Fixed Asset Accounting
• Accounts Receivable
• Accounts Payable
• Payroll /Personnel
* Net Change Manufacturing
Resource Planning
Software International's first priority has always been to satisfy user needs.
Because our systems give users what they need, more than 1500 corporations around
the world rely on Software International. Large and small organizations have proven that we
offer the most cost - effective, reliable and easy -to -use financial and manufacturing control
systems available.
Yet it takes more than good software for successful implementation. We support all of our
products with a world -wide network of local offices, staffed with professionals whose wide range
of expertise covers both data processing and business. Users benefit from this support with training, technicalsupport, comprehensive documentation, maintenance and regular enhancements.
It all adds up to more than just software. We deliver satisfied users. Call or write today and
get more than the best application systems.

More than software... results.
Please send me your free literature about the SOFTWARE INTERNATIONAL SYSTEMS:
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SMALL COMPUTER
SYSTEMS
for users of System /3 and
other IBM, Burroughs, Univac
9030, Honeywell 62, HP 3000,
DEC, Interdata, Wang and
most popular business minicomputers.
El General Ledger
AayroInPersonneI
❑ Accounts❑Payable
Accounts Receivable
p Fixed Asset Accounting
❑
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❑
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I
I
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LARGE COMPUTER
SYSTEMS
for users of IBM, BURROUGHS,
DEC. HONEYWELL, UNIVAC
and ICL computers.
Financial
General Ledger
Payroll/ Personnel
El Accounts Payable
Accounts Receivable
Fixed Asset Accounting
Manufacturing
Material Requirements
Planning
El Master Production
Scheduling
❑ Capacity❑Planning
Shop Floor Control
Purchasing
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TheNewYorkChapter
Of The Institute of Internal Auditors
Invites You And Your Staff To
A Great International Conference
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At The Sheraton Centre
(Formerly The Americana Hotel).

OUTSTANDING GENERAL SESSIONS
—Henry Kissinger, Former Secretary
of State
—Al. O. Way, Senior Vice President Finance, General Electric Corp.
— Clarence Sampson, Chief Accountant,
Securities and Exchange Commission
—Jose Menendez, Executive Vice
President, Hertz Corp.
—Judge John T. Irwin, Jr.,
Superior Court Justice, Mass.
—Midge Costanza, The Carter
Administration's "W indow To
The Nation"

THE BEST IN TECHNICAL PROGRAMS
DESIGNED TO MEET YOUR NEEDS

, NT E A NA L

Ak)D 1'pA

SPECIAL CONFERENCE FEATURES

—The Latest Exhibitors Have
To Offer
— Memorable Programs For
Spouses And Guests
— Special Hotel Rates In The
Heart Of New York City
—Gala Banquet In The
Imperial Ballroom
—Early Registration
Incentives
— Opportunity To Extend Your
Business Trip For A Great
Vacation In New York

RENOW NED PROGRAM SPEAKERS
SELECTED FOR THEIR EXPERTISE

— Auditing In The 80's
—EDP Auditing
— Governmental Auditing
— International Auditing
— Financial And Operational Auditing

— Auditing Profession
—Major Domestic Companies
— International Corporations
— Education Institutions
— Government Agencies

You will have the opportunity to develop valuable contacts, exchange ideas
and experiences, explore solutions to your organization's problems, see what
exhibitors have to offer, plus enjoy activities with your family and associates.
Indic ations are tha t thi s yea r's c onfe rence , whi ch includ es special programs
concerning the Foreign Corrupt Practices Act and Computer Auditing, will
attract the largest atte ndance ever,
REGISTER EARLY by ordering your Conference Brochure which includes
Registration forms plus program and activities information by writing or
telephoning.
Gerald Fitzgerald
Burns International
Security Services, Inc.
(914) 762 -1000

The Institute of Internal Auditors
P.O. Box 2519
Grand Central Station
New York, New York 10017

James Pellechia
Phelps Dodge Corp.
(212) 940 -6502
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From EDP to MIS and Beyond
The $30- billion -a -year data processing industry has revolutionized
corporate management information systems, creating challenge
and opportunities for management accountants.

By Morris Gartenberg and Robert F. Randall,
Staff Editors
If "knowledge is power," then American industry
has made a quantum jump in the accumulation of
power in the last two decades. Millions of bits of
data are only a keyboard away as result of a dynamic technological thrust that is still going on.
Computer technology has spearheaded this revolution. The potential of the computer has doubled, tripled — quadrupled within the last 20 years.
Indeed, many believe that the current applications
of the computer are still lagging far behind the
hardware potential.
In the beginning, pragmatic businesses were
cautious, looking for a quick return on their investment in the early large computers. First, clerical jobs were computerized, such as payroll, accounts receivables and payable, and then inventories and production. At this point some companies
stopped.
The data processing experts said they were
shortsighted. Basic accounting constituted only a
small portion of all the management information
used and needed to operate and control a company. The concept of the management information
system (MIS) was born. Before the mid- 1960's
hardly a reference to MIS could be found. Then it
began to appear more and more frequently in the
technical journals, as the computer engineers produced ever- faster, ever more sophisticated equipment.
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Today, MIS is a reality —in varying degrees, in
th o usands of corporations, universities and nonprofit organizations. What is MIS? What role does
th e m anagem ent accountant and financial executive play in MIS?
Wh at Is MIS?
The 1978 edition of the Encyclopedi a ofProfessio nal Management says:
A com puter -based m anagement information
system (MIS) is a collection of data processing equipm ent, procedures, software, and
people that integrates the subsystems of the
organization and provides inform ation for
decision m aking on planning and controlling operations.
Strictly speaking, any system, no m atte r how
ru d im entary, that management uses to operate
an d control a business is a m anagem ent inform atio n system. In this special issue, the term MIS is
used as defined above.
The $30 billion -a -year data processing industry
is b ringing the MIS dream into reality today. It is
a h ighly successful industry that has evolved under m arket dom ination, public pressure and econo m ic change. That industry is changing direction, a shift that has profound im plications for
managem ent accountants. Where centralization
an d expensive hardware /software characterized
th e com puter m ovem ent of the 1960's, today the
13

emphasis is toward decentralization, distributed
processing, and equipment that is now affordable
by a company with only half a million dollars in
annual revenue. In other words, the data processing tide is now sweeping through small companies. The total potential market for small computer systems is estimated as up to 500,000.
In the early 1970's, two events occurred which
radically changed the data processing industry.
One involved the computer services business left
by IBM in 1973 when it sold its Service Bureau
Corp., now a Control Data Corp. subsidiary, in
order to settle an antitrust suit brought by Control
Data. In addition, IBM agreed not to offer computer services in the United States for a period of
six years. This agreement expired on January 15,
1979.
As a result, the computer services industry has
changed drastically. Selling computer time on a
big machine is a declining portion of the business.
The most successful service companies currently
have turned to processing data for specific purposes, including developing programs for limited
tasks and then selling this software to customers
for use on their own machines; and obtaining the
customers' data base, putting it on the service
company's computer and just providing the cus-

tomer automated access to his information.
The second influential factor in the industry is
the tremendous growth of the small computer and
distributed data processing. These "mini" or "micro" machines have moved into business data
processing and are used by either small businesses
or by small units of large organizations for distributed processing. And these small computers are
bringing major changes in system development,
programming, data entry, and computer operations. These developments have led to a shift in
the tools of data processing to the end user. Now
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department managers of organizations can control
the resources necessary for getting their data processing done.
Growth and the OEM
The popularity of small business systems has
induced suppliers to create a variety of ways of
bringing the product to the end user. A marketing
pattern has developed through which a substantial
proportion of the mini- and microcomputer systems are being delivered to the end users through
middlemen or distributors, referred to as original
equipment manufacturers (OEM's).
A distributor has the authorized right to sell
equipment within a specific geographic area. The
agreement usually includes a provision not to sell
competing makes of equipment, to maintain a
sales force and premises, and to fulfill a sales quota. An OEM buys equipment from one or more
manufacturers, adds software, and sells computer
systems to end users.
The 1970's also ushered in a change in the EDP
hierarchy. More and more managers are bypassing the EDP departments and purchasing personal computers for their own departmental applications. These very small business systems, or
desk -top computers as some call them, are ordered in a deliberate effort to avoid control by the
corporate centralized structure. There are a number of reasons for this movement. One is the mystique that has developed around the central facility, resulting in the alienation of data processing
from the rest of the corporation. Also, some managers have found that the EDP department company structure is insensitive to their needs and
that backlog requests for information resulted in
untimely information for their superiors. Now that
high performance systems are available, which can
duplicate the power of the expensive mainframes,
some managers bypass their computer department
and computerize their own operations.
Advancing technology has reduced the size and
cost of mainframe computers, has spread computer power throughout various parts of the company, has resulted in new computer marketers and
services tailored to specific needs, and has created
a demand for low -cost personnel and small business computers. All of these developments do not
mean that the centralized computer department
will go away but they probably signal that fewer
new applications will be developed for the central
mainframe.
Many corporations have concentrated their
MIS under a management accountant -vice president, often the financial vice president. It is logical
that management would turn to the expert in accumulating and analyzing data.
The Management Accountant's Role
The degree of the management accountant's
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participation and expertise in MIS depends on
many factors, including the degree of senior management's emphasis of accounting support, the
management accountant's own knowledge of information systems and techniques, the controls
needed for verification of the system functions,
and the cooperation received from management
and systems personnel.
Obviously, the role of the management accountant will vary from company to company. There is,
however, a direct correlation between the extent
of his early involvement in the planning and control of MIS and the kind of control to be expected
after the installation of a system. The greater the
management accountant's participation in the
MIS process, the greater the expected control of
the accounting and reporting function. This is
true for any anticipated user of the system.
The type of information expected by management should be governed by the usefulness to be
derived from the processed information. If management desires to improve its general ledger and
reporting system, then a starting point is management's use of the reports. For example, suppose
management requires the financial results of the
company on the third business day after the close
of a fiscal month. Some of the questions to be addressed by management users include what information should be reported, to whom should it be

Glossary of MIS terms
Data processing professionals, like accountants, do not agree on the definition of all the
terms they use, but here are a few working
definitions of some terms used in this special
issue.
Bubble Memories— Magnetic domains that
can store thousands of data characters
in a packaged device occupying one
square inch.
Charge- Coupled Devices—A memory technology that crams thousands of data
bits on surfaces the size ofaspirins.
Data Base— Stored information available on
a direct access basis which the computer needs for processing.
Fiber Optic Systems— Networks that transmit data as light through fiber cables
rather than as electrical signals carried
over large copper wires.
Microprocessor -- Generally a single -chip
computer the size ofa stick of chewing
gum that can process and store data.
Virtual Systems-- Computers that can maximize the use of core storage capacity,
enhancing their use by programmers
and nonprofessionals.

reported, and what personnel are to be involved in
the reporting structure.
The management accountant also should participate in the company's consideration of a new
business system. Often he assists in the preparation of feasibility (cost- benefit) studies of data
processing alternatives. Preparation of a benefit
forecast should disclose improvement in performance in marketing, production, purchasing, finance and accounting, and general management.
This report also may include the effect of cost reductions for system analysts, programmers, and
information retrieval.
The cost forecast usually will include the software and conversion effort, including training personnel, the hardware requirements —such as for
memory, processing, and storage —and the staffing of personnel. With this data in hand, the management accountant can prepare a cumulative
benefit and cost schedule for the proposed data
base implementation. This approach permits management to develop a preliminary set of priorities
for data base management.
The role of the management accountant, however, does not end with a benefit -cost analysis. A
financing and payout projection schedule should
be completed. This usually involves determining
the real cost of a system including the effects of
any tax advantages, such as the investment credit
and depreciation.
Just as significant to the planning and organizis
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NAA and MIS
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The power of the computer has made it possible for the management accountant to extend manifold his usefulness to the corporation in presenting and analyzing data for
management decision- making. In the past,
accounting and financial techniques using
complex mathematical formulae were discussed in the professional journals; however,
their implementation within the firm was
just too impractical and costly. The computer revolution, of course, has made it not
only possible but imperative that problems
be programmed and analyzed on a real -time
basis. "What -if' analysis has become a practical tool used in many companies.
From its inception, NAA has tried to tailor its educational programs and services to
coincide with the state of the art. MIS has
not been neglected. For example, in the
Spring Continuing Education Program
(CEP), the Association is offering three
courses that deal with some aspect of MIS.
The courses are: "Fundamentals of Management Information Systems Design," "Data
Processing -- Concepts and Information Systems Design," and "Computer Security and
Internal Control."
Through its research department, NAA
has explored some of the fundamental considerations as MIS has evolved. The latest
research study on the topic, published in
1977, is Management Accounting and Control of Data Processing by Richard L. Nolan. Other studies include: The Implementation of Computer -Based Models by Henry
C. Lucas, Jr., 1976; Impediments to the Use
of Management Information by Henry
Mintzberg, 1974; Management Control of
Information Systems Development by Harold M. Sollenberger, 1971; and Computer Based Information Systems for Management by Neil C. Churchill, John H.
Kempster and Myron Uretsky, 1969.

ing of the new system is the control and evaluation effort necessary to minimize duplication of
effort, inflexibility to changing needs, user rejection of the system, and undetected errors or fraudulent acts. In order for the management accountant to contribute to this effort, continued training
in computer information technology is necessary.
Management accountants are responding to this
challenge. According to the latest survey of NAA
members, more than 28% have had additional
training in computers and data processing.
With the management accountant involved in
the planning and evaluation process, management
16

information should become a more effective and
integrated system. Whether he wears a hat as a
vice president, planner, evaluator, computer auditor, budget analyst, security controller, or MIS
coordinator, the management accountant potentially is one of the most important contributors to
a company's management information system,
both before and after implementation.
1980 and Beyond
In what type of environment will the management accountant and the business community
work in the immediate future? Clearly, the sales of
minicomputers, microcomputers, and home computers have exploded.
But the demands for data base management
and distributed processing do not end with small
computer systems. As companies move to distributed information, so also have they looked to data
flow across international boundaries. Obtaining
information across international lines, however,
may present difficult social and political problems,
for a number of countries are passing laws governing what files can be assembled and how they can
be used, restricting the flow of data across national boundaries for computer processing.
Although curbs on flow ofdata may slow data
processing down, a flurry of new technologies on
the horizon will be the major thrust in information systems in the 1980's. One company is experimenting with electronic mail work stations that
will deliver mail, memos, reports, and even supply
computer power. Microprocessors are being considered for future communications networks. Fiber optic systems may be in widespread use by the
early 1980's for data transmission and communications, electronic mail applications, and in business offices. A growth in use of bubble memories
may be forthcoming. Another emerging memory
technology is the charge - coupled devices.
Other advance technology will be multimode
systems where users will employ different modes
in a multiprocessing environment, such as batch
processing, on -line processing, and time - sharing,
at their own convenience with the same corporate
data bases. "Virtual systems" (see glossary) will
be available that are easy to understand and allow
greater user convenience. There are new technologies for file storage systems, too. Future systems
will be made up of microcoded processors that
will easily permit expansions and changes.
What does the far distant future hold for computer technology? The fact that voice recognition
equipment has been developed for simple jobs in
data entry may foreshadow the eventual introduction ofa computer that communicates in ordinary
human language, like HAL in the classic science
fiction motion picture, "2,001 —A Space Odyssey." The reality of such a computer may be closer than you think.
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How RJR Put
Its New MIS On -Line
When the R. J. Reynolds accounting team began to look for a
software package to handle the company's consolidation
accounting, it established six "must" and four "desire" criteria.

By James H. Wood
Several years ago, the corporate accounting group
at R. J. Reynolds Industries, Inc. (RJR), which is
responsible for developing the consolidated and
line -of- business financial statements was facing
difficulties in developing the financial information
that was reported to stockholders and the corporation's executive management.
In 1975, we concluded that the accounting system being used to consolidate the financial information from the operating companies for reports
to management and stockholders rapidly was becoming inadequate because of RJR's internal
growth and expansion and the increasing requirements of public reporting.
The old consolidation system was a converted
autocoder general ledger program built around a
series of card sorts. The system could no longer
handle our growth nor generate financial reports
in the time frame and manner that was being required in the 1970's. Also, the addition of new
reporting entities resulting from acquisitions was
an extremely time - consuming process that entailed preparing a series of new header cards for
the various card sorts.
Another problem grew out of the increase in
public reporting requirements from expanded Securities & Exchange Commission regulations and
accounting pronouncements issued by the Financial Accounting Standards Board. The growth in
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increased reporting requirements is illustrated by
a comparison of the R. J. Reynolds 1968 Annual
Report with the 1977 Annual Report. This comparison provides an interesting perspective of the
changes in the financial environment in which R.
J. Reynolds and other companies regulated by the
SEC must operate.
In 1968, the entire Annual Report was 28 pages
including six pages of financial statements and
notes to the financial statements. The notes themselves were contained on one -half of a page. In
1977, the entire report had expanded to 64 pages,
an increase of 129% over 1968. Financial statements and notes now covered 17 pages with the
notes themselves covering 14 pages, a considerable increase from the one -half page in 1968. In
addition, the corporation now reported by the
lines of business in which it was engaged. Most
important, the financial information requirements
both within and outside of RJR had grown tremendously over the past years. The corporate accounting staff was being asked to respond to questions faster, and to make the financial information
more useful to management and stockholders.
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New System Study
R. J. Reynolds Industries, Inc. is a diversified
worldwide corporation with consolidated net sales
and revenues 1977 of $6.4 billion- It serves as the
parent company for seven subsidiaries each of
which is a major line of business: R. J. Reynolds
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Tobacco Co.; Del Monte Corp. (processed foods
and fresh fruits; R. J. Reynolds Tobacco International, Inc.; Aminoil USA, Inc. (energy); Sea Land Service, Inc. (containerized shipping); RJR
Foods, Inc. (convenience foods and beverages);
and RJR Archer, Inc. (packaging). The acquisition of Del Monte Corp by R. J. Reynolds was
completed in February 1979. And because RJR
deals in a multi - country and multi - industry environment, any actions taken by financial management that might affect the corporation as a whole
must reflect consideration of not. only the current
lines of business, but the possibility of future
growth and acquisition.
In recognition of the tremendous growth of the
corporation and the changing public reporting environment, the corporate accounting group undertook a study to develop a response to the growing
financial information requirements. The study resulted in the selection and installation of the Software International (SI) General Ledger System in
the corporate headquarters to handle consolidation accounting and reporting. The general ledger,
when installed in corporate accounting, was
named the CCS (Corporate Consolidation System). As it currently is used for consolidation accounting, the package processes the financial
statements and selected account analysis of each
of the reporting entities and consolidates them
into the total corporate statements, with statements of earnings and balance sheets for each individual reporting company in a line of business.
In addition, certain selected 10 -K schedules are
prepared using the statistical capabilities of the
general ledger package.
The General Ledger and Financial Reporting
System offered by Software International of Andover, Mass., is a data base designed system that

operates in both batch and on -line modes. The
general ledger package contains a variable report
writer which gives the user of the system (the accounting department) the ability to request, design and implement required reports, including
budgeting and exception reports. The system has
an allocation feature for financial and statistical
accounts which can support recurring journal entries, budgeting, consolidations and distributions.
On -line capability is provided for data entry and
inquiry with multiple computer screen formats.
Automatic consolidations and support for unlike
charts of accounts are provided with the features
of the package. There are multiple regional user
groups for the general ledger which cover both
domestic and international markets.
We required that the CCS be designed to allow
the corporate accounting department to keep its
analysis records on the computer, to handle routine transactions automatically and systematically, to produce and change reports without systems
assistance, and to maintain a data base that can be
accessed by other systems and departments.
System Criteria
In undertaking the study, the corporate accounting team examined in detail a number of alternatives and visited several companies that had
the Software International system or other systems installed to handle their consolidation accounting. The team developed a set of criteria that
was used to evaluate each package on the market
that possibly could meet the information requirement needs of RJR.
We categorized the criteria into "musts" and
"desires." The musts were necessary before RJR
would consider the system, and the desires included those elements the company hoped the system
would have. The must criteria included:
1. A report writer to easily design and implement
required reports,
2. Account analysis (10 -K, 10 -Q reporting),
3. Multiple consolidation paths to handle multiples of business consolidation accounting,
4. Intercompany account eliminations,
5. ANSI COBOL code in- house, and
6. Systems portability (the capability of extending
the system to other companies and other operating computer facilities as a general ledger
package).
The four desired criteria were:
1. Five years of history,
2. Sources and uses of funds,
3. Currency conversion, and
4. On -line capabilities.
At the conclusion of the study of the various
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packages on the market in 1975, the corporate accounting team recommended the selection of the
Software International General Ledger and Financial Reporting System. Some of the specific
advantages the package had over others in the
market in 1975 included the large number of users, the variable account number and multiple accounting number organization. It also met all of
the must criteria and most of the desires with
slight modifications. In selecting the package,
however, the team noted certain disadvantages:
I. Corporate accounting would have to write the
10 -K report schedules,
2. Corporate accounting would have to add any
currency conversion routines if currency conversions were to be accomplished automatically, and
3. The system was a generalized general ledger
system and not a consolidation ledger system.
Why didn't we write the package in -house with
our own systems department? The answer was
that the immediate purchase of proven experience
tested by many companies in the software market
was preferable to attempting to write a new consolidation accounting system in- house. It has been
estimated that RJR saved a minimum of three calendar years of development effort by a software
team by purchasing a package instead of attempting to write this particular application in- house.
Installation Environment
As currently used for consolidation accounting
at R. J. Reynolds the general ledger is operated as
a batch system and has on -line entry and inquiry
capabilities, as well as remote job capabilities.
This system was installed initially on an IBM
370/148 DOS/VS machine and in the Fall of1978
was converted to an IBM 370/158 MVS machine.
On -line entry and query is available through an
IBM 3275 terminal which is maintained in the
corporate accounting consolidation work area.
All batch work is entered through a remote job
station to the main computer center, and if the
output is needed quickly, the results are printed at
the remote job site. Otherwise, all work is processed overnight and returned to the corporate accounting group the next morning. This system
currently has 45,000 accounts, 72,000 relationships, and 51,000 lines of variable report writer
code.
Consolidation Accounting Problems
In the consolidation process, corporate accounting is required to prepare financial statements and analysis on the individual reporting entities, to consolidate these entities by lines of business —such as domestic tobacco operation or
worldwide transportation operation —and to preMANAGEMENT ACCOUNTING /APRIL 1979

pare consolidated R. J. Reynolds Industries statements. Two major problems facing the team in the
new system effort were the inflexibility of the old
account code structure and the accurate and rapid
elimination of intercompany accounts.
The old system would, for example, collect total
property, plant, and equipment, and accumulate
depreciation from each reporting entity. But, the
team wanted to collect the details behind such
summary accounts so the analysis statements
could be developed on the computer instead of by
hand. By collecting the necessary level of detail,
and having the computer do the work, the accounting department would be able to devote
more of its efforts to analyzing the financial information instead of just adding and footing work
sheets. Also, the various operating companies
have many intercompany relationships, such as
intercompany sales, receivables, payables and investments. These accounts must be handled quickly and accurately in the consolidation process in
order to develop the financial statements under a
fast timetable. Accounts have to be handled on an
"intra" basis among companies within a line of
business and on an "inter" basis between companies in different lines of business. In addition, the
elimination process should be consistent from period to period and provide a good audit trail for
review by both internal and external auditors.
New Chart of Accounts
After evaluating the old consolidation chart of
accounts and the accounting systems used by the
operating companies in light of the two major
problems of consolidation, the team decided to develop a completely new set ofaccounts. Our criteria for the new account structure required that it
be as small as possible yet be flexible enough to
meet all anticipated accounting changes from the
FASB and SEC and possible corporate acquisitions. Because of the flexibility of the alphanumeric possibilities provided under the SI package, the
team chose a 13 position account code. Although
the software package does provide up to 24 positions, the team felt that with the alphanumeric
capabilities the necessary flexibility could be accomplished with 13 positions.
The first four positions are the identifier designators —the first position indicating the line of
business and the next three positions indicating
the company within that particular line of business. This four - position identifier provides enough
flexibility so that the operating companies can be
combined into another consolidation other than
the public line -of- business format. Examples of
this might be different reporting for legal reasons
of internal management's desires. This line -ofbusiness and company designator was developed
primarily to facilitate consolidation accounting
and determination of intercompany account elimi19

nations. The fifth position indicates the statement
type, i.e., statement of earnings, balance sheet,
and 10 -K account analysis. The sixth through the
ninth are four digit prime codes with 0000 -4999
for the balance sheet and 5000 -9999 for the statement of earnings. Positions ten through thirteen
are subaccount codes used in intercompany accounting and account analysis.
Resolving the Consolidation Dilemna

By purchasing a
package, RJR
saved at least
three years of
development
effort by an inhouse team.
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problems in consolidation accounting is the elimination of intercompany balances. The new account code and the relationship feature contained
in the SI general ledger provided the tools necessary to greatly speed up the intercompany accounting process. With the four - position identifier
in the new code, each individual reporting company within the corporation could be identified specifically with its own identifier code and line -ofbusiness code. This code is used in handling intercompany relationships because it enables a particular company to report its intercompany balances
with any company by using that company's
unique identifier in the subaccount positions in
conjunction with the proper prime account. That
is, company 0004's intercompany receivable from
company 1135 should have a contra payable of
company 1135 to company 0004.
By relating the intra- accounts receivable accounts to the intra- accounts payable at a consolidation level, the intra- accounts within a line of
business will be eliminated at the consolidated line
of business level. This eliminating relationship feature of the software package permits a VRW report to be written which will show how the intercompany accounts have been reported. The report
developed is used as a working document by the
analyst responsible for intercompany account
elimination. This type of contra setup makes it
easy to determine whether or not the intercompany balances reconcile.

In consolidating the reporting entities, the team
addressed the question of whether to add company A to B and put the results into B or to create a
new company C. The relationship feature of the
software package along with the new account
code structure allowed the new company approach to be taken. The designation "99" was
chosen to indicate the consolidation of a group of
similar reporting entities. Thus, the code 1199
means that this is a consolidation of information
for companies in the line of business 1. The team
took this consolidation point approach one step
further by creating a complete company at each
level of consolidation within the tree structure.
The input into a consolidation point company
arises from the relationship built into the company from subordinate companies.
Because the SI package automatically consolidates based on the established account relationships, amounts posted at the operating company
level automatically are combined with the other
operating companies in a particular line of business in that group's consolidation company. In On -Line Utilization
addition to providing a complete set of accounts,
In evaluating consolidation accounting packthe system provided opportunity for possible ad- ages, the team had to justify putting a general
justments at each account within the consolida- ledger on -line and estimate what the payout
tion companies. The consolidation company ap- would be. The team identified time savings as the
proach pays dividends in the on -line application principal justification for on -line analytical capaand in using the variable report writer.
bilities. During closing in consolidation accountWhen requesting a particular amount —such as ing, managers need to focus their attention on acnotes payable for a line of business — instead of count fluctuations in a speedy and complete manhaving to add the amounts in each company to ner, and at the same time have the capacity to
determine the total, management addresses the research backup data while a question is still curnotes payable account in the consolidation compa- rent. On -line operation was justified by the staffs
ny. Because of the relationship created this ac- citing an example of being asked a question, procount will contain the sum of the notes payable viding an answer, and immediately being asked a
for all companies in that line of business, plus any second question on the same subject. The on -line
adjustments. This approach saves considerable capacity gave the accounting staff the power to
time in building VRW reports for a group of com- handle an iterative process of questioning. From
panies that constitute a consolidation group. Since an analytical viewpoint, the need to shorten rethe accounts are directly addressable in on -line sponse time is based on the requirement to verify
mode, a query can be made for a balance at the input and output several times before presenting
individual company level or at any of the prede- finished financial statements to management. By
termined consolidation levels. The consolidation using the on -line feature for critical data i.e., techcompany approach also can be used to build spe- nical corrections and last minute input of data,
cial groups needed for reporting requirements that coding can immediately be processed and errors
are different from the standard consolidation.
corrected.
One of the problems anticipated as the tighter
Intercompany Eliminations
controls of the new system were introduced was
As mentioned earlier, one of the most difficult the greater amount of time needed to process the
MANAGEMENT ACCOUNTING /APRIL 1979

input of financial data. By using the on -line edit i
features, the input time has actually been decreased while the controls over the input data
have been increased. The development occurs because the accountant now receives an immediate
response to his coding errors and usually can correct them on the spot instead of having to wait for
an overnight run.
In addition, with the on -line capabilities multiple users have access to the same updated financial data base at the same time. As an example,
someone within the financial organization may
ask a question concerning the balances within the
CCS data base. With the on -line capability, the
answer can be given to multiple users and the assurance given that each user would have the same
updated financial data. Corporate accounting no
longer has to type, copy, and distribute a financial
statement everytime a question is asked. With the
on -line features a quick inquiry, and answer, can
be obtained.
In addition, with the on -line process, individual
staff personnel can follow an exploratory evaluation process through to completion. This capability of allowing an individual to follow his query or
his entry to completion significantly improves the
control of financial information. The on -line capability is also beneficial in handling random questions generated in the department as a result of
research into what has happened within the statements. With the data on -line for the current year,
plus five years of restated history, most requests
for financial history can be obtained quickly.
Establishing a Data Base
In setting up the new consolidation accounting
system, we required a data base of corporate financial information for five years because each
year RJR publishes in its annual report and 10 -K
financial information for the current year, plus
four years of selected historical information. This
feature enables the staff to examine the financial
information and determine the positions for the
prior five years for possible restatements, reorganization, or handling any of the accounting pronouncement changes by the SEC or FASB.
Account Analysis Feature
In developing the account structure for the consolidation system, the corporate accounting team
used the statistical accounting capabilities of the
general ledger package to develop certain critical
information. The statistical account feature was
used to develop a separate level of accounting information within the financial statements, which
is normally not available within a standard general ledger chart of accounts. This was accomplished by developing relationships to a given set
of standard accounts which were designated as the
prime management information accounts. These
MANAGEMENT ACCOUNTING /APRIL 1979

accounts were established at each reporting entity
as well as at each consolidation level. The profit
and loss statement was established to contain 13
prime codes for all operating companies and consolidation levels. All of the sales and expense categories collected from each of the operating companies are eventually summarized into these
standard 13 accounts. Table I contains this standard profit and loss statement.
In addition, a three -way comparison is developed (current period vs. same period last year,
current year -to -date vs. last year -to -date, current
period vs. previous period) using these standard
accounts for evaluation during closings. Table 2
shows how various accounts collected from the
operating companies can be related to these standard accounts so that reports that are the same
across company lines can be generated for management.
One of the requirements of consolidation accounting is to determine the changes in the balance sheet position from last year -end to the
current reporting period. This analysis forms the
basis of certain schedules required in the annual
10 -K report, such as the analysis of property,
plant, and equipment. The data for developing the
analysis is collected from the operating companies

Table 1
STANDARD PROFIT AND LOSS STATEMENT
Current year
Sales and operating
revenues
Cost of products
sold -OPR EXP
Selling, advertising,
G&A
Earnings from
operationsf a)
Outside interest and
debt
Intercompany
interest expense
Intercompany
interest (income)
Other financial
(inc) /exp
Realized foreign
exchange
Unrealized foreign
exchange
Earnings before
income taxesf a)
Provision for income
taxes
Net earnings/
(loss)f a)
Net loss will print
in brackets

Prio r year

(b)

XXXX -A- 5000 -0000
XXXX -A- 6000 -0000
XXXX -A- 7400 -0000
XXXX -A- 7500 -0000
XXXX -A- 8000 -0000
XXXX -A -8100 -0000
XXXX -A -6200 -0000
XXXX -A -8300 -0000
XXXX -A- 8400 -0000
XXXX -A -8420 -0000
XXXX -A -8500 -0000
XXXX-A-8800-0000
XXXX -A- 9000.0000

(a) The variable report writer calculates these amounts by totaling the accounts listed above. This
total Is compared with the statistical account on tile, and an error message is printed if the
two do not agree. The double -check Insures the accuracy of the reports.
(b) The four position would indi cate a specific line of business and company within that line of
business.
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using statistical accounts within the general ledger
system. For the statistical accounts, the strict debit equals credit logic of general accounting does
not have to be followed. The prior year -end balance is already within the data base from the prior
year -end closing and the current period balance
has been input as part of the current closing activities,
In order to collect the changes, a set of standard
change codes are used in the subaccount positions.
Each of the change codes on an account are related to a cross -check account which will contain the
sum of the changes to an account. The variable
report writer program performs the analysis by
first checking to see if the balance in the crosscheck account equals the differences between the
prior year -end balance and the current period balance. If the balances agree, then by using the
across -page chase feature on the cross -check account, the program prints out the changes in an
account. Again, though use of the relationship
feature and the consolidation company approach,
changes posted for an operating company are automatically reflected in the appropriate consolidation level. Table 3 illustrates how this occurs. By
using the statistical account features and the report writer, the team has been able to successfully
develop an analysis on property, plant, and equipment, accumulated depreciation and other long
term account analysis needed for both the 10 -K
and 10 -Q schedules.
Installation Criteria
After the SI package was installed in May 1976,
we sucessfully closed year -end for 1977. The criteria established to determine success were (1) the

new consolidation accounting system had to generate the same results in detail as the old system
generated in a summary fashion in two actual
closings before a module would be accepted, and
(2) a successful year -end audit by RJR's external
auditors would constitute completion of a phase.
Because accuracy and acceptance were key objectives of the new accounting system, a phased approach was selected. A phase had to be virtually
completed before work could begin on the next
phase. Although time- consuming to implement
this approach provided accuracy and control and
fostered the gradual acceptance of the new system
by the staff, a response vital to the success of the
project. Also, by following a phased approach, the
impact of the new system on the reporting entities
would be minimized. The approach first was to
develop the statement of earnings, then the balance sheet, and then selected account analysis. Although the project is essentially complete, because
of accounting pronouncements, reorganizations,
and acquisitions, the system is constantly modified
to maintain its history and account for new
changes.
Installation Team
Under the approach taken in the development
of the new consolidation accounting system the
control and modification of the system was vested
within the corporate accounting department. The
variable report writer and account modification
features of the SI package provided this control to
the accounting team responsible for implementing
the new system. Although the new system was a
prim ary project in corporate accounting, each
team m em ber m aintained his standard accounting

Table 2

STANDARD ACCOUNT RELATIONSHIPS(a)
Earnings from operations
XXXX -A- 7500 -0000

Sales
XXXX -A- 5000 -0000

Outside (5010)
Intercompany (5020)
Intracompany (5025)

Cost of pro ducts sold
XXXX -A- 6000 -0000

Selling, advertising, G &A
XXXX -A- 7400 -0000

Mfg. variable cost (6015)
Mfg. fixed cost (6025)
LIFO inventory adjustment (6035)
Freight (6055)
Warehousing (6065)
Research & development (6075)
Misc. (income) /expenses (6810)
Vessel operating expenses (6115)
Cargo claims (6125)
Exploration costs (6245)
Domestic operating exp. (6285)

Selling (7025)
Commissions (7035)
Marke ting (7045)
Marketing development (7047)
Media (7051)
Sales promotion (7061)
Miscellaneous (7320)

(a) Ac c o un t s ar e fr o m di f f er e n t c o mpa n i e s t o s h o w h o w d i f f er e n t a c c ou n t s
co ul d b e r e la te d t o t h e st a nd a rd ac co u nt s . T he re ca n b e o th e r p os t in g
ac co u nt s wh ic h r el a te to a pa r ti c ul ar ac c ou n t Il l us t ra t ed .
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Table 3
VARIABLE REPORT WRITER PROGRAM (Dollars in '000)
Run date XX /XX /XX

Property, plant, and equipment periods ended XXXX 30, 19XX

Prior year
ending bal.

Capital
expenditures

Retirements

0068

0058

(aI

Transfers
out of CIP

Other
changes

0036

Schedule X
Intercompany Current
period bal.
transfers

0032

0022

(23)
(16)

(347)
20

Machinery and
equipment

(454)

_—

983

—

—

(2,278)

$191,487
500
344,503
3,128

—

$37,130

—

$504,605

652
—

Total(c)

331

_—

18,652
202

(2,003)
(1)
(19)
(205)
(50 )

—

$18,201
75

—

$175,328
424
19
325,858
2,976

—

004 (b)
005
006
007
008

(41)

(781)

$539,618(d)

(a) Standard change codes for this analysis of

machinery and equipment.
(b) List of companies In this line of business report.
(c) Totals for this line of business report.
(d) The cross-check account does not print unless there Is an error. Then the account and an error message will print

responsibilities. In this manner the group had a
vested interest in its success, and other members
of the corporate accounting department could
participate in the development of the system. Although the team relied heavily on the systems department for technical support, the team was responsible for the account structure and the reports
generated by the system. This approach allowed
the design of features needed to meet RJR's accounting and reporting requirements.
System Extension
In 1978, because of the successful performance
of the new consolidation system during the past
two years, a decision was made that the general
ledger package should be extended to the operat-

ing companies in situations where a new general
ledger was needed. Within the Winston- Salembased companies, there is a standard approach
used in as many of the financial systems as is possible since there is a common computer site for
each of the operating companies. The general
ledger from Software International will be extended to each of these operating companies over the
next two years. This extension will allow the option for the operating companies' general ledgers
to interface automatically with the consolidation
system of the corporation.
Upon completion of this phase, our system will
have the flexibility and capabilities necessary to
handle the multiple lines of business and analysis
needed by R. J. Reynolds Industries.
❑

TELL A FRIEND
Tell a frien d about NAA.
Why it pays to belong.
Tell about t he wealth of
knowledge contained in
issue after issue of "Management Acco un t in g. "
Tell about the 35 one -two
and three day courses offered in 12 cities. And about
the CMA Program and our
Self -Study Courses, and the
comprehensive listing of
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research studies available.
Describe the NAA
Library and Technical
Inquiry Service.
Explain that five different types of insurance are
available to members and
families.
Maybe your friend will
decide it's smart to apply
for memb ersh ip.
Who can tell?
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MIS at International Paper: An
Integrated Teleprocessing
Network
Making the same data available to all qualified users saves
$600,000 a year, and speeds information flow.
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development,
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International Paper Co.
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By James A. Mayer
If you can make the same information easily available to all users through telecommunications and
cu t y o ur co sts su b stan tially in the process, you've
go ne a lo n g way to ward th e effective m anagem ent
in fo rm atio n sy stem .
We b elieve IP's In tegrated Teleprocessing Netwo rk (ITN) d o es ju st th a t. Im p lem ented in 1977,
it p uts th e co mp an y "u nd er- on e -roof' from a data
co m m u n icatio n s stan d p o in t. Linking 304 terminals o f 35 d ifferen t typ es o ver 115 separate lines,
I T N simplifies an d speeds th e flow of da ta between In tern atio n al Pap er facilities —and makes
th e tech nicalities of teleco m m unications "transparen t" to th e u ser.
Part o f a h ard ware co n so lid ation effort started
in 1973 , I TN lin k s 21 3 lo cat io n s in th e U. S. and
ab ro ad with o u r re gio n al IBM System /370's in
New Jersey and Alab am a. Su pported by IBM 's
System Netw o rk Arch itec tu r e (S NA) conc ept, it
lets an y q u alifie d u ser access alm ost any data or
ap plicatio n th rou gho u t th e co mpany. That user
migh t be an execu tive in Manhattan scanning
month -end receivab les, a clerk in Ticonderoga
ch ecking sto ck, a sales o ffice clerk entering an order o r so m eo n e in Mo b ile sen d ing an adm inistra-

tive m essage to headquarters. It doesn't matter.
The scenario is the sam e.
The re sults have been dram atic. In a ddition to
yielding an annualized savings of approxim ately
$600,000, ITN has tightened control of data flow,
and provided a vehicle for on -line order entry of
pulp a nd pap er pro duc ts. Per hap s the m o st impressive benefit has been an accelerated business
close. Not long ago it took as m any as 17 working
days after m onth -end to close the books. Now on
the third wo rk d ay o f th e m o n th , th e co rp or at e
vice president and controller, Jim Cotting, gets
worldwide earnings information, and on the sixth
day, he has a com plete directors' statement for the
prec edin g m o nth. Par t of the rea son for this im provem ent is ITN.
By re m ovin g tec hnica l bar riers to inform ation
transfers, ITN h a s h elp ed IP ga in m or e c e nt r alized control and better use of inform ation, one of
our m ost valuable resources. It has even helped
m ove so m e com put ing po wer bac k t o u ser lo cations— through distributed processing.
23 Computer Centers, 26 Mainfram es.
A look at our business will help put I T N in
perspective. International Paper is one of the
world's largest forest product com panies, a $3.67
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billion multinational corporation. We are North
America's largest producer of paperboard, paper
and pulp products. A major manufacturer of
packaging products, the company also is involved
in health care and wood products as well as exploration for oil, gas and minerals.
Obviously a corporation of such scope must
manage its information well. But until recently,
the company's information systems were essentially decentralized with little corporate reporting
and control. The only company -wide telecommunications facility was an antiquated paper tape
network for administrative message switching, order entry and intracompany data flow. From a
data processing standpoint, most operating unit
locations were on their own, a total of 23 separate
computer centers and roughly 26 mainframes. In
effect, the limitations of telecommunications prevented any real integration of computer functions.
This environment created problems in the flow
of information. Systems at the division level met
the requirements of local management with no
built -in linkages to corporate level information
systems. Passing information from the division
level to business unit and corporate management
levels was complex, subject to errors and delay.
As a result, planning and decision making were
being inhibited unnecessarily.
1st Step: Consolidation to Two Data Centers.
In 1973, IP's senior management directed the
financial organization to set an overall direction
for MIS activity —with consolidation of the 23
data centers and an integrated company -wide information system in mind. To achieve these objectives, we needed to integrate existing systems or
provide a new framework for information company -wide. The result was our "Integrated Information Systems" plan or IIS. In simple terms, IIS is
a plan to feed operating and planning data up
through the organization to provide business unit
and corporate managers with the information they
needed to do their jobs.
Obviously, the goal was worthy, the task complex. It meant not only defining information needs
at all organization levels and designing application systems to support those needs, but establishing an appropriate technical environment to
accommodate the data transfer needs of the corporation on a cost - effective basis. In 1976, IP reorganized from a functional structure to one along
lines -of- business units —again calling for a better
means of distributing information throughout the
company.
The first step was consolidation of 23 decentralized computer centers into four and, subsequently,
two regional computer centers. In effect, we
"smashed" the data together into a 370/168 in
Denville, N.J., and two 370/158's in Mobile, Ala.
Corporate Management Information Systems
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James A. Mayer .• '7 TN has removed technical
barriers to achieving business objectives. "
(CMIS) planned and coordinated the move at 1P
headquarters in Manhattan, providing consolidated computing resources to the corporate staff and
79 IP facilities in the U.S.
This, of course, did not solve all our problems.
We had centralized the data but we did not have
an effective way of moving it between locations.
We had something like 17 software technicians on
pure maintenance and liaison with locations.
Moreover, total voice and data communication
costs had increased 122% in five years, only partially the result of tariff increases. Data communications costs were almost $2 million, rising far
faster than overhead. In addition, we were being
pressured to add on -line order entry and other
applications without disrupting existing operations. It was hard to meet those demands and
worry about getting information to existing locations at the same time.
Before: 4 Networks, No Common
Teleprocessing Software
The second step was implementation of ITN,
an under - one -roof approach to data communications. To understand ITN, you have to look at the
telecommunications facilities we had at the time
and the objectives of the proposed integrated network.
Historically, commercial teleprocessing environments reflect a lack of overall direction. Software is usually designed and developed for specific
user applications without an overall structure in
mind. IP was no exception. Each major systems
group developed its own application and teleprocessing support. A lot of software development
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depended strictly on personalities. Nobody really
knew exactly what was "out there." To improve
an application or interface it with similar work at
another facility required costly changes in application code, communication software, and terminal
equipment. Moreover, any change in mill applications required a system that accepted paper tape.
New applications like on -line order entry had to
interface with a number of different manufacturing systems.
In effect, we were a company of single- application terminal types, with no common standardized teleprocessing software. We actually had four
different networks, each developed and maintained separately, each with its own software,
lines and terminals. The administrative message
switch network, the only network serving intracompany communications, serviced 120 low -speed
teletype terminals and high speed computer mainframe links to the regional 370's.The data entry
network serviced 47 remote terminals, handling a
light volume of data from many locations. Another network supported on -line transactions, mainly
file updates. A fourth supported remote job entry
for a total of 28 sites.
If viewed separately, none of these networks
was deficient; they accommodated the data transfer needs of the users for which they were
designed. However, it took three different teleprocessing access methods, five separate teleprocessing control programs, and five data networks to
get the job done. It also required some locations to
have as many as four different terminals, one for
each teleprocessing application. Network integration did not exist.
Right Way to Go in Telecommunications
To solve these technical problems, we set the
following objectives:
Single base telecommunications software to
support company needs, including diverse
terminal types and networking requirements.
Reliable transfer of data from any terminal
to any other terminal or data stored in the
computer.
"Transparency" of telecommunications considerations to users and application systems
development groups.
Cost reduction and cost avoidance.
In September 1974, we set up a group to develop and implement an integrated teleprocessing
network to meet these objectives. Two documents
resulted. The first was functional specifications for
ITN, submitted to five telecommunications vendors. The second evaluated vendor proposals and
subsequently recommended the concept of IBM's
SNA as the direction for teleprocessing at IP. The
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SNA approach is basically common teleprocessing software and simplification of all the technical
considerations facing a data communications user.
With this SNA concept, all data transfer concerns
such as line protocol, access methods, even choice
of most economical transmission facilities, are
"transparent" to the user. For IP this meant an
IBM 3270 display station —or almost any terminal for that matter —could be used to communicate with our regional 370 computers. The application didn't matter. A person could log onto a
3270 for order entry, switch over to check stock
availability and wind up sending an administrative
message —all in one session at one terminal.
In effect, SNA came closest to meeting our ITN
objectives. It allowed us to grow into an integrated network by keeping the application code considerably separate from teleprocessing support.
Corporate systems development manager Jerry
Ingersoll sums it up well: "What is key to me is
that we can establish input criteria at any location
can use without worrying about which network is
involved. In the past we had separate networks for
most of our teleprocessing applications. Applications people had to worry about everything from
line protocol to access methods and data reliability—in effect all data transfer concerns. Now we
provide the format specified to get into ITN and
the destination of the data, whether a terminal or
an application at one of the computers. In either
situation, ITN delivers it. The information is received just as it is sent and everything in between
is transparent."
Annual Savings of $595,000.
Using SNA, IP implemented ITN in two phases
and the network is now fully in place. Results
range from outright savings in hardware and line
costs to the three -day business close and a reduced
cycle of application development. All levels at IP
have been affected, from applications development
staff to computer center operations, end users and
general management. IP is truly one company
from a data communications standpoint.
As for cost savings, we initially had forecasted a
savings of $250,000 a year in terminal and line
costs. Recently, we computed savings at $595,000
a year. And that does not include significant cost
avoidance factors, like putting new applications
on existing terminals rather than adding equipment. Nor does it include the increased productivity of our systems staff and savings related to developing new applications faster.
The three -day business close has been impressive. In the past, earnings information from 114
world -wide locations was received in different formats and on different devices depending on which
network was used. Pulling it together was complex and time - consuming. Now management gets
earnings information on the third work day. We
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could not have achieved this result without ITN.
Another benefit has been a better handle on
transportation services. IP is one of the largest
users of transportation in the U.S. Before ITN,
information on traffic movements was mailed
from about 20 key locations to headquarters, then
batched for data entry, correction, and relayed
back to locations. Management reports were often
too late to do much good. With ITN, the company has more up -to -date information on movements and more timely and accurate reports.
A major use of ITN has been on -line order entry for the company's primary pulp and paper
products. Sales people can now enter an order in
the sales office, check stock availability at a mill,
process the order and get shipment feedback information —all at one display terminal. It doesn't
matter that packaging and corporate applications
are on one computer, manufacturing and wood
products applications on the other. Data flows
from one System /370 to the other and between
terminals. As far as the user is concerned, all applications related to order entry are tied together.
Customer service also has improved. We used
to have roughly a one -in -five error rate in order
entry, with all the re- transmission of data and
clerical effort involved. Now the error rate is
much less than 1%, even though the number of
order entry transactions a day has nearly tripled.
With the extensive use of ITN, you might expect response time at terminals to suffer. Not so.
Through measurement tools and resource management, we have been able to maintain response
time at reasonable levels. What we are finding is a
reduced cycle of application development. Users
can come up with cost- effective requests more easily, since new jobs can be run on existing termi-

nals. Someone in a plant might be able to say he
can save $40,000 a year with a minimal application system effort. That's a healthy result, even
though it puts even more pressure on effective resource management.
Distributed Processing as Well.
A by- product of ITN and SNA has been a reversal of the trend toward centralization of data
processing at IP— through distributed processing.
SNA makes this possible. The company has already shifted some processing to remote sites.
Thirty IBM 3790 communications systems have
been installed at our Container Division plant locations. Instead of processing all data at regional
data centers, plants do remote editing for applications like roll stock inventories, general ledger and
accounts payable. The host 370/168 in Denville
provides major data on customers and items as
well as network support.
ITN has also helped IP remove most paper tape
facilities. For locations without a terminal operating under SNA and suitable for administrative
traffic, we have installed IBM 3770 keyboard
printer terminals and similar devices. Some 60 terminals have been eliminated, including teletype
and remote job entry equipment.

Before: It took
77 days to close
the books.
After: Now it
takes six days to
generate a
complete
directors'
statement.

A Giant Step Toward MIS.
We are satisfied with ITN. It has saved money
and has unified the data communications functions of the company. Authorized users can access
information and applications throughout the company, without worrying about complex technical
considerations. By removing those barriers, ITN
is a giant step towards solving the problem of
managing information.
0
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A Hardware Company
Manages Its Inventory
the EDP Way
If this company was going to continue to hold 12% of the padlock
market, it had to do something about an obsolete inventory system.
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By Kailas J. Rao
Because inventory can account for 50% of total
corporate investment , it is one of a company's
most important assets. Effective planning and
co ntro l o f in ven to ry d epend s o n the availability of
tim ely an d accu rate in fo rm atio n. Im proper informatio n or lack o f in form atio n can lead to a m aterial sho rtage wh ich can h ind er production. On the
oth er h an d , to o m u ch in ven to ry can tie up workin g cap ital.
Th e hard ware in d u stry has expanded rapidly in
th e last five years with sales volum e increasing to
26 % in 1978. Th is gro wth has created massive
pap erwork wh ich , in turn , h as caused a slowdown
in th e in fo rmation flo w b etween departments. Repo rts need ed for decision m akin g have continually
been delayed d u e to the existing inefficiency in
processing data . Inven to ry systems in the hardware in du stry have n o t kept p ace with the growth
in th e size of th e in du stry . A co m puter configuration could pro du ce tim ely information , perform
comp lex math em atical op erations, such as econo m ic o rd er p o in ts an d sam p le size, and provide
up d ated p erio d ic stock statu s reports.
Med iu m -sized co mp an ies are now realizing
th ese facts an d th e n eed fo r a com puterized system to m o n ito r inven to ry statu s and movement in
ord e r to d et erm in e t h e r ep le n ish m ent point and

the quantities. Furtherm ore, such a system also
will enable a com pany to calculat e dem and for
raw m aterials and finished goods.
A m edium -sized hardware com pany, which we
will call William 's, developed and sold a new padlock. The William 's Lam inated Padlock appealed
to the hardware trade and the buying public. The
unique design and extra strength provided by the
lam inat ed case gave W illiam 's a com pet itive advantage over the other established firms. The company gr ew rap idly an d w ent through a ser ies of
expansions.
As additional innovations in locking devices
were developed and perfected, new products were
introduced . Th e company has gained approximately 12% of the padlock m arket desp ite 40 direct com petitors. Sales in the last five years have

increased 47% from $18,128,500 to $26,726,000.
Approximately 27% of this increase in sales reflects the growth of the padlock industry as a
whole. The remaining 20% represents William's
expansion into other areas of locks. When I first
consulted with the company, its manual inventory
system was not adequately handling this rapid
rate of growth.
Timely information was not generated and distributed between the departments. For example,
in the receiving departm ent , there was no independent count of goods received . In the inspection
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department there was no uniform established
measure for determining sample size, acceptance
number, and the corresponding degree of reliability. The production of locks requires tolerances of
up to .0005 of an inch; and only top grade, hard
wrought metal is acceptable. All materials are tailor -made to fit exact specifications. In the stores
department, there were no set procedures to determine reorder points. The production schedules
were not met and the back orders were beginning
to accumulate.
How the System Works
William's had the option of selecting batch or
on -line processing. In batch processing, all the
transactions have to be grouped together for one
update, while with the on -line processing, the files
are updated constantly and kept current with each
and every transaction. Because of the need to have
an updated status of files at all times, the on -line
processing was chosen.
The software application system could have
been developed by the company or purchased
from an outside vendor. I recommended that William's buy the software for their inventory from
an outside vendor. Working with NCR programming personnel, I tailored a software package for
the company's inventory management system.
The package cost approximately $5,000.
MONITORING OF INVENTORY MOVEMENT

Here is how the system works. All the transactions generated by movement of items are through
a stock point. The continuous monitoring of inventory movement is part of the inventory management system. Some of the sample items that
generate through a stock point are issues from
stock, sales from stock, receipts against purchase
and production orders, allocations and reservations, and adjustments to unit cost.
The information can be entered directly using a
keyboard and video - display screen. The entries

Kailas J. Rao
are validated for item number, unit of measure,
and data type. The operator is warned if an error
is detected, so he can take corrective actions before the data is processed. If the operator indicates
that the data is correct, only then will the system
accept it for processing. The system prints a transaction activity report for analysis, and this report
provides an audit trail for all transactions.
This system simplifies entry of inventory movement data, updates records affected by incoming
transactions, and calculates the impact of stock
movement on inventory levels. Furthermore, it
provides unacceptable variances, maintains perpetual inventory system, and increases employees'
productivity.

The package
was bought
from a vendor
and tailored to
meet the
company's
needs.

ORDER CREATION

Entries to the order creation can be made interactively. Transactions are input through the keyboard and also are validated. Order creation accommodates outside vendor purchase orders and
internal production orders for both stocked and

Table 1
COMPUTER CONFIGURATION

Hard- and software
configuration

Cost
to buy

Processor NCR 8250 64K
Two disks -9.8 megabytes
Two CRT display terminals
One printer 55 line /minute
Operating software package,
executive with IMPO (interactive multiprogramming
operating) system I and
utilities

Lease
Yearly
mo nthly
mainpayment tenance

516,600
10,650
4,000
4,955

$ 430
320
150
150

3,840

93

$40,045

$1,143

S 739
1,125
600
468

Salvage
value
$2.600
1,300
600
700

Net cash outflows
Buy

Lease

S 9,774
7,903
3,341
3,516

$11,870
10,270
5,044
4,679

2,070

2,182

$26,604

$34,045

J

Total
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$2,932

$5,200
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Figure 1
DATA BASE FOR AN INVENTORY MANAGEMENT SYSTEM
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Standard deviation
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Part number
Part description
Park measurement
No. of parts on hand
Pending file
Transaction data
Cost information
Bill of materials
Routers
Quantity information
Lapsing schedules
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Data Base

nonstocked items. Th e system provides the following information for man agem ent: (1) due
dates, (2) o rigin al order q uan tities, and (3) quantities received to d ate. Su m m ary data on open ord ers can b e o b tain ed b y m an agem ent on the video- display screen . The system will provide a status
o n all o p en ord ers b y item n u m be rs a nd by due
date sequence. The order status report enables
man agemen t to co n tro l o p en o rders and is an excellent to ol fo r p lan nin g as it provides order value
by m on th .
Th is sy stem p rovid es p urch ase and production
o rd er creatio n an d a cen t ral co ntrol point for orders. It also p rovid es m an agem ent with data usefu l fo r plan nin g an d sch ed u lin g.
ABC CLASSIFICATION OF INVENTORY
Th e item s of in ven to ry can be ranked according
to class A (high value), B (m iddle value), o r C
(low valu e). Th e in teractive inventory control system can h elp in d evelo p ing an ABC classification
by ranking every stock item according to either
an nu al usage, curren t b alance, gross profit margin
or period -to -date sales or usage. For example, if a
gro ss p ro fit m argin m etho d is selected, the report
will be called the ABC Profit Analysis Report.
Th is rep o rt p ro vid es m a n agem ent with the products ranked by profitability and aids in the changin g o f p rices o r even th e d ro p p ing of som e item s
fro m th e p ro d u ct lin e.
PHYSICAL INVENTORY
Th is system makes th e physical
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order
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Random
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Stock movement
transaction
activity
report

Dollar
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per lot
size

Inputs

—

inventory

ow. Outputs

counts and reconciliations with book values a sim ple process. In order to locate item s and provide a
form at to record physical quantities, count sheets
are prepared from the inform ation system s files.
Individual count tags in two -parts can also be
printed with one staying with an item to avoid
duplicate counting. The othe r is used for count
inform ation as an input to the system . A physical
inventory count report also can be produced to
show any variances between book on -hand quantities and actual counts.
The Com puter Configuration
After an evaluation of available vendors, a special team recom m ended that William 's Co. use the
NC R 8250 m inicom p uter. This re com m endation
was m ade after careful analysis of cost, perform ance, environm ental constraints, training of personnel, assistance in installation, and growth potential. Also taken into consideration was the fact
that NCR aids in the installation of hardware and
provides free training for com pany personnel.
The proposed computer configuration consisted
of an NC R 8250, which includes one processor,
two disks, a printer, and a CRT display.
HARDWARE
The NCR 8250 is a 16 -bit word m inicom puter.
It has 48K bytes of m etal oxide semi - conductor
mem ory, expandable in 16K byte increments to a
maxim um of 128K bytes (64,000 words). Processor and m em ory are housed in a cabinet. The cabinet can also have one or two integrated m agnetic
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tape cassette handlers and one integrated disk and output forms for the proposed system are ildrive capable of storing up to 9.8 megabytes of lustrated in Figure 1.
data each.
Additional disk units can be included in the sys- OPERATING SYSTEMS SOFTWARE
tem, providing a maximum of 80 million bytes of
When William's Co. implemented this proposed
storage for large file applications. As an option, computer configuration for their inventory systhis system can have a second integrated disk con- tem, the company experienced two problems:
troller. Dual controllers can provide better disk
utilization.
Many employees were afraid that they would
For those who want to use magnetic tape for
lose their jobs because of the new system. Emdata storage, this system can accommodate a hanployees had to be trained to handle the system,
dler for a 9- channel tape recorder. The transfer
and many resisted adjusting to the new derate is 20 kilobytes per second, depending upon
mand.
recording density.
2. The software package, which was written in
Single and dual flexible disks can also be used.
COBOL language, had to be modified to meet
Each single - surface disk stores up to 242,944
the company's specific needs.
bytes of information. Data transfer rate is 138 kilobytes per second.
The people at NCR helped in the installation of
Visual display terminals provide direct. man/ hardware and trained the company's employees at
machine interface for quick data entry and re- no cost. This vendor assistance is an important
trieval. Terminals are designed with typewriter - factor to be considered before a company makes a
format keyboards. Data is displayed on the termi- final decision on selecting a vendor.
nal screen and shows 24 lines of 80 characters
each. CRT display has a 12 -inch screen and has Inventory Needs Satisfied...and Beyond
1920 character screen capacity. The system can
After taking care of the employee problems,
accommodate a maximum of seven local or re- modifying the software package satisfactorily, and
mote CRT terminals.
testing the hardware, William's found the NCR
The printer is 55 line /minute, a matrix model 8250 was more than adequate to handle the comthat can print a continuous form original and up pany's inventory needs. General payroll, general
to four copies. The unit has a 64- character alpha- ledger, accounts receivable and payables can be
numeric type set and prints a 132 column line at implemented in the future on the same computer
10 characters per inch.
configuration if so desired. Also, this interactive
The computer configuration recommended for inventory system can be interfaced with order
William's is presented in Table 1. The net cash processing and thereby assist management in its
flows are determined by using a five year life, 50% material requirements planning. This enables any
tax rate, Z / , of 10% investment credit, straight - small or medium -sized company to have advanced
line method of depreciation and 8% discount fac- data processing and file management techniques
tor. The input documents, data base information, tailored to its specific needs.
❑

Employees
resisted the new
system.

ANNUAL INT ERNAT IONAL
• CONFERENCE, JUNE 24 -27

National Association of Accountants

MANAGEMENT ACCOUNTING /APRIL 1979

31

NAA
Man agement
Management
Accounting

BOOK SERVICE

DICTIONARY OF BUSINESS AND
MANAGEMENT
by Jerry M. Rosenberg
With more than 8,000 entries, this is the most
extensive reference to business and management terms and concepts ever published. Definitions are complete, include general and specialized meanings and reflect current usage.
Also included are commonly used symbols, acronyms and abbreviations.
John Wiley & Sons
576 pp.

1978
$24.95

FINANCIAL EXECUTIVE'S HANDBOOK
by Richard F. Vancil, ed.
This compact, comprehensive source, now in
its ninth printing, contains information on every
aspect of finance. The 73 contributing authors
are leading corporate executives and experts In
their fields. Among the areas covered are management control, capital management and
mergers and acquisitions.
Dow Jones -Irwin
1,314 pp.

1970
$35.00

sential terminology with capsule explanations
of basic methods and techniques, this is a one volume accounting library. The book not only
covers all facets of accounting, but includes relevant terms from related technologies such as
law, finance, insurance, commerce, statistics,
and the like.
Prentice -Hall, Inc.
512 pp.

1975
$23.95

INVENTORY SYSTEMS AND CONTROLS
HANDBOOK
by Stanley E. Larson

SUCCESSFUL SMALL CLIENT
ACCOUNTING PRACTICE
by Carl S. Chilton, Jr.
An invaluable handbook for accountants who
have or who are planning to have small businessmen as their clients, this book covers all
aspects of serving small clients. From telling
you how to set a fair and adequate fee to showing you how to organize your services to make
them effective, the author draws from his experience to help you.
Prentice -Hall, Inc.
221 pp.

NAA's Management Accounting Book Service
enables members to purchase books from the
following publishers at a 10% discount: Dow Jones Irwin, Goodyear Publishing Co., Halsted
Press, R.D. Irwin, Inc., McGraw -Hill Book Co.,
Parker Publishing Co., Prentice -Hall Inc., Reston Publishing Co., Ronald Press, and John
Wiley & Sons. This month's special selections
are summarized on this page. Orders accompanied by payment may be sent on the form provided For foreign orders, please request pro
forma invoice. (Prices guaranteed for 90 days
only.)

1976
$27.95

A DICTIONARY FOR ACCOUNTANTS, FIFTH
EDITION
by Eric L. Kohler
Combining up -to -the- minute definitions of es-

Discover the latest techniques, systems, procedures, modern practices, concepts, controls
and solutions to inventory management problems occurring in most plants.
Prentice -Hall, Inc.
274 pp.

1976
$32.95 cloth
$9.95 paper

SYSTEMATIC CONTROL OF FACTORY AND
MANUFACTURING COSTS
by Edward J. McNesby
This guide, conveniently indexed and sectioned
for use, contains practical tools and model
forms for managers to use in controlling operations within budgets, improving labor productivity and output efficiency, implementing a cost

Please arrange to have the following literature sent to me:
Title
Price Ea.

Member Account No.
SHIP TO:

❑ ❑❑ ❑❑ ❑❑ ❑❑ []

Total
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Less 10% Discount ... (
S ub t o t a l . . . . . . . . . . . . . .
Add Postage and Handling.
$2Jbook, 4th Cl. Book Rate
(3 -6 wks. deliv,)
$3 /book UPS (2.3 wks. dehv.)

PAYMENT MUST ACCOMPANY ORDER

TOTAL . ...... ...... $

Mail To: Ms. Ellen Shappe, Manager Library Services
National Association of Accountants, 919 Third Ave., New York, N.Y. 10022
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Prentice -Hall, Inc.
270 pp.

1978
$29.95

CALCULATOR ANALYSIS FOR BUSINESS
AND FINANCE
by Texas Instruments, Inc.
This practical, invaluable work shows you how
to use programmable calculators (held in your
hand) for decision - making computations that
previously required large computers. The book
and problems are based on the TI MBA model,
but the information also can be used for other
programmable calculators.
McGraw -Hill Book Co.
304 pp.

1978
$12.95

THE McGRAW -HILL CONSTRUCTION BUSINESS HANDBOOK (A Practical Guide to Accounting, Credit, Finance, Insurance, and
Law for the Construction Industry)
by Robert F. Cushman, ed.
Here, for the first time in one easy -to -use volume, is the basic information needed by anyone who works with the construction industry.
The most important financial and legal questions that occur repeatedly are answered in the
53 chapters of this practical and authoritative
handbook.
McGraw -Hill Book Co.
760 pp.

1978
$32.50

COMPLETE HANDBOOK OF CHURCH
ACCOUNTING
by the Reverend Manfred Holck, Jr. with
Manfred Holck, Sr.
This comprehensive handboo k by two CPAs
thoroughly explains how to control and manage
a church's money efficiently, effectively and according to accepted accounting principles. Includes model church financial statements.
Prentice -Hall, Inc.
336 pp.

1978
$17.95

COMPUT ER CONT ROL & AUDIT : A TOTAL
SYSTEMS APPROACH
by John G. Burch, Jr. and
Joseph L. Sardinas, Jr.

NAA MANAGEMENT ACCOUNTING BOOK SERVICE
Quantity

reduction program for cutting material losses,
and other similar procedures.

Here are guidelines on how to control and audit
your computer. The authors deal with the problems faced by all computer owners, trace the
various auditing techniques, and discuss and
describe the latest methods for controlling
computer systems.
John Wiley & Sons
432 pp.
)

1978
$18.95

MANAGEMENT DECISION SUPPORT
SYSTEMS
by Andrew M. McCosh and
Michael Scott Morton
The authors tell how a manager without computer expertise can plan and use a decision
support system effectively. They show how the
computer can be used as a flexible decision aid
responding instantly to a manager's simple
question.
John Wiley & Sons
238 pp.

1978
$19.50
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A Production Management
System at Boeing
It is so responsive that the computer remembers special days,
greeting employees with a glowing "Happy Birthday."

Keeping track ofevery assembly being manufactured, not to mention every hex nut and cap screw
going into it, can be an overwhelming task in a
manufacturing plant. Even with huge computers
such detailed information is difficult to keep current. Yet one plant in the Boeing Company's
Commercial Electronic Manufacturing Division,
with sales of $12 million a year, tracks not only
every assembly but where every part is located,
what has been purchased and received for it, for
whom it is being built, what inspections have been
performed on it, how many more parts can be
built out of current inventory and each payroll
hour chargeable to any part or assembly constructed.
Installed in October 1976, the computer is a
moderately - priced, high performance Hewlett Packard 3000 Computer System using software
developed by the Commercial Electronics Manufacturing Div. (CEMD) of Boeing's Aerospace
Co. in cooperation with Boeing's Computer Services Co. The CEMD produces electrical and electronic assemblies for Boeing's commercial aircraft, rapid transit systems, hydrofoil boats, and
electrical power grid monitoring systems, as well
as assorted other products.
Designed to speed up production, reduce inventory and fabrication costs, and provide full cost
MANAGEMENT ACCOUNTING /APRIL 1979

traceability for contract purposes, the Production
Management System, as the hardware - software
combination is called, resulted from a need to get
tighter control than earlier batch - oriented production management systems could deliver. Older
weekly batch systems on IBM 370 hardware did
not reveal sufficiently far in advance when a workflow snarl was developing. For instance, data on a
purchase order might not be processed for several
days as part ofa batch transaction, while any unrevealed delay in receipt of the order could not
only delay finishing an assembly but might postpone delivery ofan entire aircraft.

This article was
compiled with the
assistance and
cooperation of HewlettPackard and Boeing
Co.

What It Needed
In establishing the PMS, Boeing management
determined that it had to have an on -line system
that could keep track of inventory and work -inprocess while updating bills ofmaterials, performing material requirements planning and handling
several accounting functions, including payroll accounting by job and contract from each work
area. The decision was to use a dedicated computer with a magnetic tape update ofthe firm's larger
mainframes to avoid the excessive costs of programming for complete interaction with the mainframe and to avoid the delays of batch transaction.
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Business systems manager Graeber Jordan and systems engineer
Bob Williamson are able to follow any part in production, from raw material
receipt to product shipment.

According to Graeber Jordan, Automated Data
Systems manager for Electronics Manufacturing,
the criteria used for selection included processing
speed, size of on -line storage, and operating system characteristics, with particular emphasis on
after -sales support. "We researched small computers thoroughly before deciding the Hewlett Packard 3000 was the one to implement the system. The HP operating system provided greater
flexibility to do what we had in mind than any
other we looked at. And the HP data base can be
interrogated in almost any fashion to supply the
answers people who use the system need. Most of
those people don't know anything about a computer, but they have to get data quickly in a form
they can use. The HP system supplies it well.
"The 3000 operating system and utilities supplied in the HP 3000 along with the IMAGE/
QUERY data base manager let us design the system to behave exactly the way we wanted it. We
probably could not have done it as quickly on any
other computer —of any size."
What It Got

The Boeing department uses a complete HP
3000 Computer System with a 128K byte memory. The computer system includes three 47 megabyte disc drive, two tape drives to record data for
the company's System 370 accounting and payroll
functions, a machine readable interface with Boeing's central procurement facility, an interface
that makes possible communications with Boeing's central procurement facility, and a line printer. A total of 29 terminals, both hardcopy and
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video type, are connected with the computer, although normally about 22 are running at once.
The HP 3000 system includes a multiprogramming executive operating system and an on -line
text editor as well as file -copy and sort and merge
utilities. These features provided the power Boeing needed to develop the system.
The data base management system is HP's IMAGE /QUERY. The combination permits on -line
access to the data base in almost any fashion to
dig out information for nonroutine as well as regular reports without having to redesign the application program. With the magnetic disc drives,
the system provides a virtual memory so that
large programs can be executed without overrunning the main memory.
Boeing Computer Services owns and operates
the computer system for the Commercial Electronic Manufacturing Div. But the person in
charge of the Production Management System is
Gerald Painter, a manufacturing manager reporting to the division manager of operations. Production demands, rather than data processing constraints, determined the shape PMS took.
"That was in line with our desire to put the
data next to the people who use it, to make the
Production Management System fit the people,
rather than the other way around. After all, the
whole purpose is to facilitate production, so it is
only natural to put people responsible for production in charge of it, and to make the system responsive to its users," says Mr. Jordan.
Responsive it is —even amusing. When production personnel sign on at the beginning of their
shifts, the computer locates each employee's records to begin logging work time. But this computer also checks to see if today is the employee's
birthday. If it is, the sign -on terminal wishes him
or her "Happy Birthday."
The guidelines under which the PMS was written demanded that the system:
1. Justify its cost through measurable production
cost reductions,
2. Prevent —or at least accurately predict —late
end -item deliveries,
3. Function on -line, so as to respond to spares
manufacturing needs, as well as routine production, and spot shop flow bottlenecks early
in either operation,
4. Respond to inquiries into any level of a bill of
materials— whether full assembly, subassembly
or part —as end -items in themselves, in order to
fill spares order requirements,
5. Require minimum training for use by non computer people, including such things as providing displayed lists of options and resisting
failure under operator error, and
6. Provide complete front -end error checking to
preserve data base integrity.
MANAGEMENT ACCOUNTING /APRIL 1979
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"The system has met and exceeded all of those
objectives," according to Mr. Jordan. Annual savings have been realized through the reduction of
factory support personnel and the increased shop
efficiency made possible by reduction of part
shortages and improved visibility of shop operations.
"Data are entered interactively at both hard copy
and video terminals through English- language
communication between the person and the terminal. The system provides simple instructions and
will even offer assistance if the operator is stumped.
Everything is edited extensively to insure that an
entry is correct. The computer system has enormous power and to permit all this from several
terminals simultaneously and still leave us room to
perform additional program text editing."
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80% Use by Production
To ensure that the needs of those who generate
the da ta are m et ( p ro d u c tio n p eo p le acco u n t fo r

80% of the data demands made on the system),
production personnel at every level were consulted during the system's development. From their
input, flow charts showing every step in manufacturing were developed. These formed the basis of
the program and highlighted the edits and error
checks that would be needed.
The system was fully developed before it was
put on -line to encourage user confidence in the
program's capabilities from the outset.
To protect each portion of the data base against
unintentional or unauthorized entry, PMS includes password protection for user groups. The
bill of materials, for instance, cannot be modified
by quality control people, nor the inventory altered by production control employees.
PMS addresses most of the manufacturing aspects of the CEMD's inventory, bills of materials,
master schedules, planning and ordering of parts,
monitoring open job orders, recording and accumulating shop labor charges, measuring job standards perfo rm ance an d mo nitorin g sh ip ping requirem ents and d ates.
Th e material req uirem ents plan ning mo du le
considers all on -hand in ventories an d op en o rd ers
and plans ad d itio n al o rd ers so th at b o th ",m ake"
and "b u y " p arts will b e availab le at th e p ro p er
tim e. Reco rd s o f lead tim es are co n stantly up d ated by the mo d u le. Plann in g fo r any assem b ly fo llow s a co m p lica te d p ath in wh ic h t h e co m p u t er
spots any d ifficu lty th at migh t resu lt in a late o rder shipm en t.
An accou ntin g in terface su b system o f PMS u p dates Boein g's larger fin ancial acco un tin g sy stem .
Da ta processed by th e subsy stem accu m ulate
from other m o d u les wh ich m o n ito r wo rk flo w o n
the factory floo r. Daily, the accou nting sub system
transm its actual labo r h ou rs to the p ay ro ll sy stem ,
transm its d ata o n m aterial d o llar tran sfers resu ltMANAGEMENT ACCOUNTING /APRIL 1979

Terminals on the factory floor handle data entries and production inquiries.
Here Graeber Jordan on right and manufacturing manager Gerald Painter
address the computer that runs Boeing's Production Management System .

ing from contract -to- contract transfer of purch ased parts, and notifies the financial departm ent

of transactions concerning assemblies.
In addition to handling payroll accounting for
employees on the floor, the system supplies daily
reports to cost center foremen. These reports tell
the foreman which jobs are in the shop and what
priorities they have, what jobs will flow into the
shop in the next five days along with their priorities, and what the performance has been on jobs
just completed by the shop. All rework time and
assemblies scrapped are logged and reported to
foremen weekly to assist them in evaluating their
own performance.
A routing and standards subsystem oversees
wo rk locat ion and f low. The m od ule con stantly
determ ines the set up and run tim e for fabricating
parts and assem blies, and will update the job standards from data acquired as each job is finished.
Flow tim es are autom atically extracted from a tab le of sta ndard flow tim es fo r each sho p or cost
center as orders for assemblies are entered.
Most sophisticated of all the m odules of PMS is
th at for m aterial requirem ents planning. The program encom passes everything that goes into com pleting an order — purchasing, fabrication, invento ry, and job standards.
Th e module autom atically scans dem and for
p u rch ased or built par ts a nd groups the m in to a
sin gle econom ical o rder st arted early enough to
meet scheduled delivery dates. Minim um and
maxim um quantities are established, observing
an y peculiarities such as processes which produce
p art s in sets. Quantity lim its als o t ake into acConti nued on page 42
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The Rockford Files: a Case for
the Computer
In the paperboard and carton manufacturing industry a
sophisticated and flexible management information system is a
necessity, but first management must decide what system is the
best choice, taking into consideration all of the present —and
possible future —needs for financial and other operating data.

Marvin Weingard, a
member of the Chicago
Chapter, is vice
preside nt•controlIer of
Rockford Paper Mills,
Inc.

By Marvin Weingard
Th e b usin ess o f man u factu rin g and selling paperbo ard and fo ld in g carto n s h as two characteristics
th at h ave an im pact o n co st co ntrol and, ultim ately , o n pro fitability : lead times and production cycles are q u ite sh o rt; a n d a ll o r ders are "cus tom "
with regar d to sto ck , size, p r inting req uirem ents
an d , in so m e in stan ces, even to the design of the
carto n itself. Prod u ctio n sch eduling, then, is of
critical im po rtan ce. Alo n g with that scheduling,
th e p r o p er allo ca tio n o f b o t h dir ect an d ind irect
co sts m u st be m ad e with great precision.
A man agem ent in fo rmatio n system of considerab le sop h isticatio n and flexib ility becom es, therefore, a virtu al necessity. Co m puterization is the
an swer, b u t th e ran ge o f ap p roaches is wide, and
th e wro n g ch o ice can in vite d isaster.
Ren t vs. Buy
Faced with th e necessity o f autom ating our acco u n tin g sy stem an d p ro ced u res, we at Rockford
Pap er Mills, In c., c h o se to "r ent," rath er th an to
make or buy , a comp lete financial data - processing
capability . Th e ven do r: Service Bureau Co., a divisio n o f C o n tr o l D ata Co rp . Thr ough its Chicago
d ata cen ter, Service Bu reau has been processing
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Rockford's com bined payroll, accounts receivable,
accounts payable, and general ledger for the past
three years on a monthly basis.
In addition, it has provided our management
with a set of financial reports which, taken in total, m ake up the basic level of our financial m anagement inform ation system .
This approach has proved to be highly effective
and, compared to other approaches —the large
"in- house" data - processing system in particular —
relatively inexpensive. It can serve as a m odel for
many other medium -sized manufacturers.
Scope of Rockford's Operations
Before discussing this system in detail, we
should perhaps look at the scope of the operations
to which it is being applied.
The corporation is m ade up of three major divisions: a paper m ill located in Rockford, Mich. and
two separate folding carton plants in Sturgis,
Mich., and Rosem ont, Ill. Occupying 350 acres,
the Rockford m ill produces chip board from 98%
recycled wastepaper. About 70% of th e plant's
outp ut is u sed by the tw o fo lding c art on p lan ts;
the balance is sold to other box man ufacturers.
The Sturgis Carton Division services customers in
Michigan, Ohio, Indiana and southern Illinois
MANAGEMENT ACCOUNTING /APRIL 1979

from a 60,000 sq. ft. facility. An additional 60,000
sq. ft. of warehousing space is leased. Rosemont
Carton Division occupies a 125,000 sq. ft. facility
and services northern Illinois, Wisconsin and
Minnesota. It includes a complete offset printing
and platemaking operation as well as the corporate headquarters.
Rockford is thus vertically integrated and quite
diversified with an extensive capital investment in
facilities and equipment, which must be continually modernized to meet competition. Our customers include a number of Fortune 500 and 1,000
companies located throughout the country. Consequently, we rely both on common carriers and
on a fleet of leased trucks for our deliveries. The
labor force of 340 includes a large number of
hourly workers who are entirely unionized. Normal operations require multiple shifts and considerable amounts of overtime.
Making Our Decision
Before we hired Service Bureau, we handled all
of our accounting manually with the aid of a
bookkeeping machine. The decision to go to an
outside service was made after almost a year of
study. This decision was reached on the basis of
two major considerations: first, even a basic inhouse system would need the services of a full time programmer for at least two years in order to
get up and running. Second, because our accounting staff had no exposure to a data - processing environment, considerable training, indoctrination,
and drastic changes in personnel and procedures
would have been required. Service Bureau's approach satisfied these considerations by offering a
fully customized set of systems that did not require programming or a programmer. In addition,
the product set included education and training,
and would cause a minimum of disruption.
Payroll processing was the logical first step
toward computerization. Agcounts receivable and
payable followed at intervals of several months,
followed in turn by general ledger. The entire
process was relatively painless, although at the beginning it was necessary to make certain compromises about the amount and level of detail of historical data that could be included.
Each of the services included a set of registers,
recaps, schedules and summaries to our specifications. They are now the basis for the financial
management information system. In addition,
there are a number of more specialized reports
that have been derived from the same accounting
source data. These have been added over the past
three years as the need for them was determined.
How Is the System Superior?
Aside from the benefits of fast turnaround and
great accuracy, how does this kind of automated
processing provide a superior management inforMANAGEMENT ACCOUNTING /APRIL 1979

"We at Rockford Paper Mills chose to rent, rather
than to buy, a complete data processing capability. "

mation capability?
There are really two answers to this question.
In contrast to the conventional manual accounting system where the source data is most accessible at the time ofentry and progressively less accessible thereafter, a properly designed automated
system not only retains source data accessibility
but also tends to make it more accessible as data
accumulates. Why? Simply because with more
source data it becomes more practical to restructure it into more useful forms.
The second answer may appear somewhat paradoxical at first: A great deal ofthe value ofa computerized management information system lies
not so much in the answers it provides but, rather,
in the questions it permits a manager to ask.
These questions may be directed to subordinates,
superiors or to the manager himself. In order to
ask them, the manager needs to be able to review
historical data, ofcourse, but he must also be able
to make comparisons of budget to actual for this
month, quarter, or year to last, this activity or
entity to that one, and so forth. And the manager
needs to make those comparisons in terms of percentages, ratios, and dollar amounts. Not infrequently, such comparisons must be made after the
fact and on short notice, if they are to be of any
value.
Getting this kind of information requires more
than just access to the raw data. It takes a great
many routine computations that can be ordered
and carried out quickly and inexpensively. Only a
37

The entire
process was
relatively
painless,
although at the
beginning it was
necessary to
make certain
compromises.
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very powerful and flexible system has the built -in
capability to do this.
By taking full advantage of our system's extensive capabilities for data access and the kind of
computations just described, we have been able to
get a wide range of management information reports on a regular basis with virtually no special
programming or any of the delays we might have
experienced if we had attempted to do it in- house.
Some of these reports are standard. We get, for
example, a monthly balance sheet and a corporate
P &L statement. We also get detailed income and
expense statements that compare month's actual
operations and year -to -date operations with budget. The statements show us the dollar and percentage variance from budget. The system also
supplies separate expense statements for our inhouse platemaking and our leased -truck operations. Both also include a detailed breakdown of
labor expense and a set of actual -to- budget comparisons.
The range and format of these reports grew out
of a continuing and highly pragmatic process that
extended over many months after the basic system
was up and running. Most of this effort was devoted to determining the need for the information
and, once that information was forthcoming, to
making sure that it was actually used constructively. This approach contrasts distinctively with
the development of an in -house system, where the
design and scheduling of new reports can be a
lengthy process. Once such in -house reports are
on the system, there is a strong tendency to keep
on running them whether they are needed or not.
With a system like ours, however, there are virtually no serious scheduling or programming restrictions. The user can ask for, and get, virtually

any kind of report, provided the user is willing to
pay for it. The problem is to know how to buy
only what is needed and to make good use of what
is bought. Fortunately, the flexibility of our system extends to its own billing procedures. Its
monthly statements are extremely detailed and we
can readily determine how much a particular report or processing step is worth. This feature facilitates a measure of control that often is lacking
with an in -house system.
Open -Ended Character
With more than three years of detailed operational data now stored in the system, we are increasingly able to get more specific information on
trends and variations in business activity. Recently, for example, we began to get reports on the
purchasing patterns of our customers. Because we
have a large number of customers and a considerable amount of repeat business, we needed to
know whether we were selling more or selling less
to them compared with six months or a year ago.
And —equally important— whether or not they
were maintaining their established payment
schedules. This information was available from
our system's accounts receivable files.
Perhaps the best way to sum up the benefits of
the service bureau approach to a financial management information system is to stress its open ended character. Many of our accounting functions and reporting needs are constant; others are
quite subject to change. Provided that the vendor
has a "full- service" capability, a service bureau
approach can meet both needs easily and, at the
same time, leave management with the options of
bringing some or all of its work in- house —or even
returning to a manual system.
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Electronic Banking Comes to
First - Citizens
Its pell -mell growth -12 mergers or acquisitions in 14 years —
resulted in 16 different accounting systems for this bank.

By Jay C. Case
Did First - Citizens Bank & Trust Company of
South Carolina need electronic bookkeeping or
electronic banking? The bank's answer was unequivocal: To meet the challenges of a rapidly
changing financial /regulatory environment, First Citizens needed electronic banking.
As a result, First - Citizens, the state's sixth largest bank with assets of $280 million and 50
branches, embarked on a five -year, system -wide
data processing conversion designed to usher in a
sophisticated era of electronic banking.
Comprehensive On -Line System
We define electronic banking as a comprehensive on -line system that provides Central Information File (CIF) and management information system (MIS) capabilities in addition to automating
and speeding accounting applications. CIF is crucial for effective marketing, expanded services,
and profit management. In a CIF environment, a
customer's total banking relationship—checking
and savings accounts, certificates of deposit, installment loans, and so forth —plus credit, income
and other data can be tied together in one file.
Using this on -line information, tellers can cash
checks quickly without phoning bookkeeping.
Loan officers can make decisions without giving
customers lengthy third - degrees interrogations.
Direct -mail campaigns can be used to cross -sell
MANAGEMENT ACCOUNTING /APRIL 1979

bank services selectively. And the bank can analyze customer profitability.
With extensive accounting and CIF data to
draw from, management reports can be pulled together with ease. For example, to analyze the
profit potential of a proposed new branch, a program can be written that uses CIF data such as
zip code and income plus profit figures to determine the profit profile of the target population.
Or, to keep management apprised of sensitive income or expense areas, programs can be written to
flag figures outside permissible ranges. This kind
of MIS capability is needed to alert management
early to significant trends.
Of course, electronic banking also makes participation in almost any form of Electronic Funds
Transfer System (EFTS) feasible, including automated teller machines, POS terminals, and the
Automated Clearing House network. Automation
also is essential to reduce, or at least to stabilize,
rising processing costs associated with a steadily
increasing transaction volume.

Jay C. Case is vice
president and
controller of First Citizens Bank & Trust
Company of South
Carolina. He is a
graduate of the Bank
Administration Institute
in Madison, Wisc.,
where he was a
controllership major.
Mr. Case is a member
of the Columbia
Chapter.

Contract for Equipment and Software
Even a capsule portrait of electronic banking
illustrates its potential —a potential that prompted
First - Citizens to sign a $2.3 million contract in
1977 for NCR CIF -FOCIS (Financial On -Line
Customer Information System) software, an NCR
Criterion 8570 computer, 300 on -line teller terminals, CRTs and matrix printers and related pe39
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Jay Case, left, and Robert W. Braswell, executive vice
president, inspect an NCR 796 data display terminal

ripheral equipment. Beyond equipment and software dollars, First- Citizens' commitment includes
a hefty investment in time by top management,
which has been immersed in the planning and
conversion efforts.
To appreciate the magnitude of our challenge, it
is important to grasp the Model A reality of our
previous accounting system. Actually, First -Citizens had 16 different accounting systems. These
ranged from the semi - automated to the totally
manual. Our accounting diversity resulted from a
growth pattern that included 12 mergers or acquisitions in 14 years.
Mergers Postpone System Development
First - Citizens, which originated in 1964 with
the purchase of a $2.8 million bank in Dillon,
S.C., was one of the first banks in the state to
recognize the growth opportunities afforded by
merger. During this era, growth was given a much
higher priority than the development of uniform
systems and procedures. This was a logical decision. The acquired banks were money- makers,
and their managers looked far more favorably on
a merger when they learned it would not mean
loss of individuality.
But, times have changed. EFTS and automatic
transfers are facts of life. And some individuality
and flexibility, which was desirable in meeting
competition on the city level, had to be sacrificed.
Therefore, November 1, 1978, was set as the date
for the initiation of automatic transfers to cover
overdrafts. Soon after this service began, customers realized they had in effect been given interest40

bearing checking accounts. They draw demand
deposit accounts down to minimum levels and let
banks automatically transfer money to cover overdrafts.
From our viewpoint, we can anticipate some
big headaches. In a manual accounting environment, each "automatic" transfer could require the
generation and processing of five pieces of paper.
That is not a cheerful thought for a bank like
First - Citizens, which already is processing 2 ' /
million items per month. Automatic transfers also
may make it necessary for us to rethink our pricing policies. A South Carolina study has indicated
that if NOW account legislation (which has an
impact similar to automatic transfers) had been in
effect in the state in 1976, banks' retention of capital would have decreased $20 million. How would
this have been made up? By realistically pricing
services —which again brings us to CIF and profit
management.
For these reasons and others, First - Citizens' top
priority is now proper asset and liability management, and that requires a uniform system, standardized accounting procedures, and reliable
management information.
System Criteria Established
First - Citizens' top management, therefore, established criteria for the new system. Topping the
list of essentials were simplicity and flexibility. We
did not want to hire a large programming staff or
take on a heavy maintenance burden. What we
did want was sufficient software flexibility to insure that we, rather than data processing constraints, would continue to determine bank policy.
The NCR CIF -FOCIS software fit these requirements.
After we selected the system, we then established a conversion timetable. Although we could
have automated our 50 branches and 16 accounting offices in a relatively short time, we opted for a
five -year, five -phase conversion program. This
program provides sufficient time for training and
development of a meaningful data base. We felt a
crash approach would have yielded a pseudo -CIF
system. Its unreality would have become apparent
any time a customer name was entered only to
find all the information fields on the CRT screen
filled with zeroes.
The five -phase plan also has economic merit. In
phase one, we are converting most branches that
previously used computer service companies. This
has reaped an immediate financial savings. To
date, we have 30 NCR 279 teller terminals and a
mix of 46 NCR 796 data display terminals and
NCR 260 thermal printers operating on -line. In
subsequent phases, the depreciation from the previous period will provide the cash flow necessary
to purchase equipment needed in the next phase.
For the second quarter of 1978, our costs were
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Account Number Decision Avoids Confusion
During our first conversion phase, we are answering many questions that should make future
conversions simpler. One of the most difficult
problems we encountered was related to the old
account numbering scheme. Each bank had a
unique set of account numbers, ranging from seven- digit, mod -10 arithmetic, to nine - digit, mod -11
geometric. Because it would have been far too expensive to renumber all the accounts, we made the
computer think it was seeing the appropriate CIF
number with front -end processing techniques. We
did this by converting the old account numbers
into the new CIF numbers by adding digits to the
front or rear of the number. To the customer, who
sees these digits slightly separated from his old
account number, nothing has changed. We think
this practice has definitely avoided a lot of unnecessary confusion.
Another difficult decision involved our timetable for branch general ledger conversions. Previously, each city accounting office maintained its
own general ledger. But because figures for cash
position and money flow reporting had to be consolidated at the bank daily in order to produce
legally required call reports, each office kept certain key figures separately. This allowed the bank
to settle cash positions, reconcile fixed assets and
accounts between branches, and take care of the
reserve for bad debts. The consolidated figures
included perhaps 15 income, 25 expense and 15
asset and liability accounts at the branch level.
Although the system lacked detail, it did have certain merits: each branch appeared separately as if
it were a little bank, which was convenient for
measuring performance.
Our automated general ledger, which we already have up for our three largest accounting
offices, is far more detailed, containing between
400 and 500 accounts for larger branches. The
problem we faced was how to produce the daily
reports and consolidate figures from two very different ledgers. One option was to automate immediately the general ledgers for all branches. But as
we felt it would have been too expensive and traumatic to handle 16 partial conversions at once, we
decided temporarily to scale down the information from the automated general ledger to match
the manual ledger information for production of
reports. This has created extra work for central
accounting during the interim, but, considering
the eventual merits of an automated general ledger, the effort is well worthwhile.
General Ledger Is Key
Banks must produce daily a general ledger and
a myriad of subsidiary reports. We are one of very
few businesses required to take a physical inventoMANAGEMENT ACCOUNTING /APRIL 1979

ry every day. And although we talk a great deal
about the demand deposit application, because
that is where the majority of money is, this is really only a subsidiary report of the general ledger.
Here is what we think the automated general
ledger will offer us: better funds utilization
through the elimination of perhaps $1 million in
excess cash and improved branch monitoring;
highly detailed breakdowns of income and expense accounts to pinpoint trends; faster and
easier audits; and faster and less expensive item
processing through automation and distributive
processing efforts.
With the automated general ledger, each teller
has a general ledger cash and difference account.
That means we can pinpoint excess cash down to
the teller window. We also can analyze excess
cash at the branch and city level. Teller difference
accounts detail each teller's overages or shortages
for the day.
With the old system, each branch was responsible for sending cash letters and checks for clearance to the Federal Reserve and regional correspondent banks. We could tell from the general
ledger entry how much money was sent, but we
could not determine if it left and arrived in time to
be credited that day. The new system will alert us
immediately if a branch is consistently missing
deadlines.
Adding accounts to break down expense or income areas for detailed examination is a simple
matter of changing headers. For example, we
could make a more detailed analysis of personnel
expenses in a certain category by adding another
account and extending the electronic processing
day perhaps five seconds. The biggest heartbreak
of the old manual system was that each information addition made the system just a little more
cumbersome and time - consuming. We have long
wanted to generate new income accounts to sectionalize our loan income and analyze portfolio
return, but we just couldn't put that extra load on
the hodgepodge manual system. Operations were
governed by the limitations of the smallest branch
rather than the needs of the largest.
Auditing was a massive headache because auditors had to adapt to different accrual systems, and
operational methods each time they moved to
new branch. The automated general ledger and
uniform application systems will eliminate this reeducation need for each location.
With the new system, we also are trying distributive processing to see its potential in our environment. In the early part of this year, we will be
installing an NCR 8250 computer, and a data capture system in one of our more remote accounting
offices. The center will gather and process the
items and relay the data here via WATS lines.
This will eliminate the need to send checks physically to our central accounting location.
a

within one -half of one percent of projections.
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We now have
the capability to
do things we
never dreamed
of before.

This distributive processing experiment is one
of several we are conducting to determine which
electronic alternatives may prove the most effective in reducing paper processing requirements. In
1979, we also will be installing an in -lobby NCR
1770 automated teller machine in our largest
branch to analyze transaction costs and measure
customer acceptance.
Many Capabilities Not Used
Probably the most difficult questions related to
the automation effort spring from the system's tremendous capabilities. We now have the ability to

do things never dreamed of before. For example,
we can determine float on an individual account
basis. If an individual deposited a check yesterday
and comes in today to cash a check, the system
can notify the teller if the deposit has cleared and
if the funds are really available. But, do we want
to alienate good customers by using this float feature? For the moment, many capabilities of the
NCR CIF -FOCIS software are not being used.
We think it is important that the products of electronic banking be carefully thought out so managers and tellers are not buried by interesting, but
nonusable, information.
❑

A PRODUCTION MANAGEMENT SYSTEM AT BOEING
Continued from page 35
count allowances for past scrap experience in
manufacture. The module also will set automatically safety stock limits of bulk consumable parts.
Material requirements planning determines
whether an open order will bring parts into inventory earlier or later than present schedules require. In either event, the MRP module places the
latest -need date in the data base and issues production control personnel an exception report via
terminal and adjusts the priorities of work-in process to clear up the exception.
Boeing's MRP program is capable ofsubstituting interchangeable parts and updating both the
manufacturing configuration record and the accounting system when this is done. The module
also borrows from the bill of materials and flags
problems arising from the lack of engineering
drawings or the latest revision of a part.
The end result of the MRP process is a new set

42

of planned but not yet released orders, arranged
by priority and with any prospective problems
noted. MRP then compares the new planned order set with the next earlier set and prints a report
of all changes.
The system thereby provides the benefits of
both a regenerative MRP and a net - change MRP
system in a single program, with the MRP incorporated into a larger and very powerful production management system.
Beyond Boeing
Boeing has regarded the PMS in its electronics
manufacturing department as a full scale test for
other departments in the division and studies are
being made for the system's use in several other
locations. As further testimony of its success, several non - Boeing companies have purchased the
Production Management System from Boeing
Computer Services for use on their own HP 3000
computers.
❑
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MIS: What Can Go Wrong?
Top management must be involved from the very beginning in the
planning and implementation of a computerized business
information system.

By Michael J. Cerullo

The larger an organization the more likely it owns
or leases an in -house computer or uses an outside
electronic data processing (EDP) service bureau
to process its data. Recent studies have indicated
that most computer users are not tapping their
computer's maximum service potential. In fact,
most computer systems are underused, resulting
in low -level management information systems that
provide computer users with suboptimum benefits
and savings.
What major problems hinder development of
sophisticated computer -based MIS? Once these
problems have been identified, how can they be
minimized?
To identify the major problems hindering development of sophisticated computer -based MIS, I
sent a questionnaire to a random sample of280 of
the Fortune 1000 firms. Each company's MIS director was asked to express his personal opinion
on the extent to which he felt a particular problem
existed in his organization. The problems listed
were graded on a I to 9 scale. Ifthe problem described in the statement had been or was a major
problem that hindered the development of the
company's computer -based MIS, he was asked to
circle the numbers 7, 8 or 9; the numbers 4, 5 or 6
for moderate problems; and the numbers 1, 2 or 3
for weak problems.
The Fortune 1000 firms were divided into two
groups: the largest Fortune 500 firms and the second largest Fortune 500 firms. One hundred forty
MANAGEMENT ACCOUNTING /APRIL 1979

(140) questionnaires were sent to a random sample of each size group. After two mailings and a
follow -up letter, 122 usable questionnaires were
returned, representing a 44% response. The questionnaires received from the first mailing were
separated from those received from the second
mailing so that chi - square (X2) analysis could be
used to test the validity of the data. For each of 14
survey questions, the statistical test validated the
hypothesis that the nonrespondents should not
have affected the conclusions drawn.

Michael J_ Cerullo is
associate professor of
accounting at the
University of Wyoming,
Laramie, Wy. He is a
member of the Denver
Chapter, through which
this article was
submitted.

Major Problems of MIS
LACK OF TOP MANAGEMENT INVOLVEMENT

Top management was either involved or strongly involved in the planning and systems design
phase in only 36%n of the responding companies.
Yet top management involvement is frequently
cited as a factor having a very strong impact on
the development of a company's MIS. (Table 1.)
Top management should be closely associated
with MIS from the start, This rule -of -thumb has
emerged from studies of businesses using computer systems and also in surveys of police and hospital information systems,' Top management involvement is necessary for high computer systems
payout; conversely, a number of authorities have
found that a lack of top management involvement
contributes to poor MIS performance. Lack of
participation by top management has been attributed to a number of reasons: inability to communicate adequately with computer and systems personnel, lack of appreciation of the potential of
43
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if top managers
feel threatened,
they will be
alienated
from MIS.

computer systems, feeling of being threatened by
the computer, and unwillingness to spend the time
demanded.
Top management should be encouraged to get
involved in the planning phase of the MIS. It has
been demonstrated that there is a direct ratio between involvement with MIS and appreciation of
MIS. Top managers who are involved in the planning phase will be appreciative, and those not involved will be unappreciative. It follows that managers who are appreciative become involved and
increase their appreciation while those who are
not remain uninvolved and unappreciative. Consequently, education programs should be undertaken to strengthen understanding of MIS.
Alienation from MIS is fostered when top managers feel the MIS threatens their decision- making
functions and managerial prerogatives. These factors result in less involvement. Top managers,
however, have few grounds for such fears because
their decision making and judgment roles will not
be replaced by computers; instead they will be enhanced.
Top managers also must devote sufficient time
to managing MIS. To become involved effectively
in MIS development requires a considerable
amount of time. If top management is involved
actively in MIS, it is more likely to use the reports
generated by the MIS, to automate sophisticated
computer jobs, to receive high indirect, intangible
benefits and savings from the MIS, and is more
likely to conduct periodical post- implementation
audits.
COST AND COMPLEXITY OF USING DATA BASE
MANAGEMENT SYSTEMS
As information systems become more complex
and computer - based, integrated data bases must
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be developed and operated with data base management systems (DBMS). The data base is the
foundation of any MIS; it is a collection of computer -based and noncomputer -based files and records supporting the information system. The data
base is developed from both internal data produced by the firm and external data generated by
the environment. Increasingly, complex MIS require modularized or integrated data bases, which
means that common data are shared among subsystems. Such integrated data bases must be operated with DBMS.
DBMS are meeting user demands for systems
that efficiently store and rapidly retrieve increasing volumes of information. DBMS facilitate new
file creation, updating and restructuring of existing files, and production of new reports. DBMS
enables managers and other nonprogramming users to work directly with the data base system.
The DBMS software package allows nonprogramming users to have selective access to files, to prepare reports, and to gather statistics.
Data base management systems, however, are
costly and complex to operate. In order to minimize this problem, a company should hire a data
base administrator. His or her functions are to educate users on how to use the DBMS, to provide
adequate DBMS documentation, to develop dynamic ongoing audits of the DBMS, and to design
and develop security and control measures.
INADEQUATE PRE - SYSTEMS PLANNING
Pre - systems planning precedes systems analysis,
design, and implementation of the MIS. The extent of planning should be based on the size of the
computer facility. No matter what their size, companies receive benefits from computer planning; in
mini - microcomputer operations, plans may consist of several thoughts and projections prepared,
reviewed, and modified periodically. Computer
plans should include:
1. A plan of jobs to automate over the next five
to ten years, from low sophistication to high
sophistication levels;
2. Hardware and software needs for the next five
to ten years;
3. Cost - benefit analyses of proposed projects;
4. A plan for implementing jobs;
5. Projected computer department budgets for
the next five to ten years;
6. Projected cash flows for the next five to ten
years;
7. Post - implementation audit plans;
8. Backup and recovery procedures and other
contingency plans;
9. Security and control strategies;
10. A plan for maintaining systems;
11. An operational audit plan of systems, conducted at least every five years;
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12. An examination of the possible role of outside
consultants;
13. The behavioral problems that may be encountered during the systems design effort and the
development of a strategy to overcome such
behavior; and
14. The identification of MIS success factors to
insure development of optimum systems to
minimize trial and error.
RECRUITING QUALIFIED COMPUTER
PERSONNEL

5. Minimize operational/behavioral feasibility
problems. Once an information system is implemented, will it be used or will it be resisted
or sabotaged?
6. Encourage top management and operating
management involvement in the planning and
systems development activities; and
7. Consider the use of data base management systems (DBMS) software packages for developing sophisticated data bases.
Moderate Problems of MIS

program,

The fourth major problem listed in Table 1 is
recruiting qualified computer personnel. This
problem was ranked second by the largest Fortune 500 firms and seventh by the second largest
Fortune 500 firms. The larger firms apparently
operate at a higher stage of MIS development
than the other responding firms and are discovering that the personnel needed to design,
and develop such systems are difficult to recruit.
During the 1980s, however, this problem
should be less important because many colleges
and universities offer computer science and MIS
curriculums designed to graduate computer programmers, technicians and MIS generalists. To a
large extent, the success or failure of a company's
MIS lies with the abilities of its EDP staff. To
recruit staff, companies need a competent EDP
director at the start of the planning stage.

COST OF PROPOSED APPLICATIONS OUTWEIGH
THEIR ECONOMIC BENEFITS

Companies should prepare a comprehensive
cost - benefit analysis for each proposed computer
application. Before a job is automated, its benefits
should exceed costs. Cost - benefit analysis may be
performed in a variety of ways but certain procedures are common to all methods. The costs of
new systems, and /or terminating the old systems,
must be estimated. These costs include the recurring operating costs and the initial start -up costs.
Expected benefits and cost savings also must be

Table 1
PROBLEMS HINDERING DEVELOPMENT OF THE
COMPUTER -BASED MANAGEMENT INFORMATION SYSTEM
Rank
All
respondents

INADEQUATE STRATEGY

Another major problem hindering development
of sophisticated MIS is that responding companies
have failed to develop adequate strategies for extending the MIS to other units of the company.
MIS development is evolutionary rather than revolutionary. This means that an organization tends
to develop MIS in a functional area and extends
the system into other functional areas on a modularized basis. As the organization begins to integrate MIS either inter- or intrafunctionally the sophistication level increases. Therefore, over a long
period of time companies will develop multiple
MIS in the functional areas of accounting, marketing, production and personnel.
Before information systems are extended into
all functional areas, the company should develop
a strategy for this evolutionary extension. This
strategy may be based on these guidelines:
1. Learn from experience by implementing successful approaches to date;
2. Identify interfaces among existing and proposed systems;
3. Prepare cost - benefit analyses for all proposed
systems;
4. Develop program evaluation review technique
(PERT) networks for analysis, design, and implementation stages of all systems;
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MAJOR PROBLEMS
Lack of top management involvement in
the planning and system design phase
Cost and complexity of using data base
management system
Inadequate presystem planning
Recruiting qualified computer specialists
Inadequate strategy for extending the MIS
to other parts of the company
MODERATE PROBLEMS
Cost of proposed computer applications
outweigh their economic benefits
Integrating the computer with the rest of
the company
Availability of computer programs and
operating systems
Employees resistance towards the MIS
Planning what jobs to automate
Availability of instructional materials
Proposed computer applications are too
time consuming to automate
Management resistance towards the MIS
MINOR PROB LEMS
Management acceptance of the computer
Role of systems analysts/ designers not
clearly defined
Reliability of computer and related
equipment
Maintenance of computer and related
equipment

Second
Largest
largest
500 firms 500 firms

3
2
3
4

3
4
2

1
2
7

5

6

4

6

5

5

7

7

6

8
9
10
11

8
11
10
9

9
8
10
13

12
13

13
14

11
12

14

15

14

15

12

15

16

16

16

17

17

17
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computed. Because there are timing differences
between these estimates of cash inflows and outflows, capital budgeting techniques should be applied to determine if the net present value of the
cash inflows are greater than the net present value
ofthe cash outflows. The rate used in the net present value calculations also must be determined.
The recurring operating costs are the costs of
the system's normal operation. Such things as personnel costs, equipment rental, forms, magnetic
tape reels, and tab cards fall into this category.
These costs generally continue as long as the system remains operational.
The start -up costs are the expenses associated
with the initial development ofnew systems. Generally, they are one -time costs. The costs of writing new programs or shipping charges on new
equipment are examples of start -up costs.
A new system also will generate cost savings
and other benefits. The benefits obtained from an
information system can be classified as either direct benefits or indirect benefits. Direct benefits
are not difficult to measure. The savings generated
by eliminating two clerks, or an accounting machine, are examples of direct benefits. The capacity of filling out orders faster or of incurring fewer
stock -outs are examples of indirect benefits. Indirect benefits are more difficult to quantify than
direct benefits because of their nature.
Quantifying future costs and benefits accurately
is important. Much of management's disenchantment with MIS is due to its overestimating a system's value and /or underestimating its costs. Several techniques can be used to minimize the risks
involved in making these estimations.
A single point estimate of an expected benefit or
cost can be computed. This estimate can be calculated carefully or guessed at wildly. An improvement over single point estimates is the multipoint
technique. There are several variations of this
technique, but they generally involve making estimates of various possible results and their probable occurrences. The possible outcomes times the

probability of occurrence yields the expected
monetary value of the event. The sum of all events
generates the project's total expected monetary
value.
The multipoint technique is superior to the single point estimates because it takes into consideration risk and uncertainty. To avoid underestimating costs or overestimating benefits and savings —
a miscalculation that usually results from single
point estimates —a company should use a probabilistic approach and base its computations on a
range of values. The approach works like this:
I. Compute a range of estimates for start -up
costs, recurring operating costs, direct savings,
and indirect savings.
2. Assign a probability to each range of estimates
for each item in each of the four categories
mentioned in the first point.
3. Compute the expected cost and savings (i.e.,
each estimated cost or savings multiplied by its
assigned probability estimate).
4. Finally, add all cost and savings categories to
get the total expected cost and savings. This
value is used in the cost - benefit analysis. The
resulting expected values represent weighted
average values, based on a range of probabilities that an event will occur.
The next step in the cost effectiveness analysis is
to determine the minimum acceptable cutoff rate
to use in discounting to the present the cash savings and cash outlays. Two possible cutoff rates to
select are the firm's aftertax market cost of funds
and the firm's minimum desired aftertax return on
investment. As a general rule, the greater ofthese
two should be selected as the cutoff rate. To minimize risk and uncertainty, the cutoff rate can be
adjusted upward by two or three percentage
points. The actual adjustment depends on the degree of risk associated with the costs and savings
of the proposed computer system.
The final step in the cost - benefit analysis is to

Table 2
A TYPICAL COST /BENEFIT ANALYSIS
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529,800

4

$

422,000

$

180,000

Year
3

2

$

1

$

from automation
1. Present value of estimated
direct savings
2. Present value of estimated cost
outlays
3. Net present value of estimated
direct savings to costs
4. Present value of estimated
indirect savings
5. Net present value of estimate
"total" savings to costs

627,100

5

$

Benefits/ savings

656,700

(330,500)

(332,000)

(332,000)

(364,500)

(368,900)

(150,500)

90,000

197,800

262,600

287,800

33,900

225,800

287,700

295,100

315,500

(116,600)

315,800

485,500

557,700

603,300
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compute the net present value of the aftertax cash
inflows, minus the present value of the aftertax
cash outflows. A positive net present value indicates that the estimated returns from the computer system are greater than its estimated costs. Hypothetical figures are used in Table 2 to illustrate a
summarized cost - benefit analysis for a computer
system with a five -year estimated life. The computations are after tax. Note that two present values
are shown: one for the net present value of estimated direct savings to costs, and one for the net
present value of estimated total savings— direct
and indirect —to cost. The two net values enable
the firm to perform a sensitivity analysis on the
data. Even though the net present values are positive, they still represent estimates which may never materialize. The firm's managers may wonder
how sensitive the indirect benefits are to the computer project's success. If such benefits fail to materialize, the direct savings should be large enough
to carry the project.
Direct savings that considerably exceed costs
reduce the risk of financial failure. Thus, a decision must be made to determine if there is enough
cushion remaining in direct savings to absorb any
large budget overruns before authorization to automate the application is given.
COMPUTER INTEGRATION AND PLANNING
The expanded curriculums in business systems,
MIS, and computer science should diminish two
moderate problems shown in Table 1— integrating
the computer into overall company operations
and planning the applications to automate. During the 1950s and 1960s, the controller usually
was directly responsible for supervising the
computer operations. As a result, automated accounting applications predominated. As a highly
specialized manager, the controller tended to
overlook the computer's potential for automating nonaccounting applications. He also lacked
the training and broad organizational outlook to
design increasingly higher levels of computer jobs,
which would provide the company with indirect
benefits.
Fortunately, graduates from information systems and computer science curriculums have obtained broader, more general training and should
be able to assess the computer's impact on all organizational systems. These graduates should be
placed on a committee composed of top, middle,
and operating managers. The committee's duties
would be to coordinate the company's systems design efforts and to plan the future direction of the
company's computer effort. This committee
would ensure that the computer is integrated
throughout the company by developing a long range plan of jobs to automate in marketing, production, human resources, as well as accounting
and finance.
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The committee should ensure that the company
receives both direct and indirect benefits by automating increasingly higher levels of jobs. There
are basically three such levels of applications. Level one applications are less complex jobs designed
to reduce a firm's direct expenses. Such applications include accounts receivable and payable,
billing and invoicing, payroll, and preparation of
general ledger and financial statements. These applications provide direct cost savings, increased
accuracy, and increased speed in processing data.
The purpose of level two applications is to provide direct and indirect benefits by automating
jobs that reduce items affecting cost of goods manufactured and sold. The impact of level two applications on profits is greater than the computerized
level one jobs because cost of sales represents a
significant percentage of each sales dollar. Representative level two jobs include: inventory control;
marketing —order entry; production —cost control, planning, and scheduling; purchase order
writing; labor cost distributions; purchasing —material and vendor selection; transportation —routing; and distribution —route optimization and carrier selection. The benefits and the savings from
automating cost of goods sold applications include
the following: lower inventory carrying charges,
insurance premiums and material handling costs;
improved customer service; improved purchasing
functions that allow buyers to negotiate contracts
more carefully and thereby cut costs; improved
production function that reduces lead times between order receipt and delivery; reduced labor
requirements through improved materials availability and better control of work flow; and improved transportation scheduling and routing that
results in faster delivery time and lower delivery
costs.
Level three applications (those which provide
management with improved information for decision- making) should result in indirect benefits and
savings that cannot be quantified fully and compared to the costs of developing such systems.
Benefits include better customer service, improvements in corporate planning, forecastings and
controlling, and other advantages that depend on
how management uses the information system.
Representative level three applications include inter- and intrafunctionally integrated accounting,
production, marketing, and personnel MIS; capital budgeting systems; cash management systems;
sales forecasting systems; and operating budget
simulations.

Planning,
personnel and
follow -up
strategy —all
have an impact
on MIS success
or failure.

COMPUTER PROGRAM AVAILABILITY
The more sophisticated level two and three applications discussed previously require the use of
complex custom - written computer programs. Few
programming packages are available for these applications. However, as companies recruit quali47

fied computer personnel who are competent to
write such custom programs, this problem should
be alleviated. As mentioned earlier, the recruiting
problem should become less a factor in the 1980's.

Many years
may elapse
before new
systems become
fully
operational.

RESISTANCE TOWARD THE MIS

The next two problems— employee and management resistance toward the MIS —are interrelated and may be addressed together. This problem can be minimized by periodically informing
all managers and employees affected by the MIS
about its status. For example, the company periodically should prepare brochures describing the
new MIS, the impact that it is likely to have on
jobs, and how, if in any manner, these jobs will be
changed. Intracompany training programs should
be established to explain new computer applications as they are being developed.
An environment in which operating employees
are informed and up -to -date on developments in
the computer and MIS area should help minimize
dysfunctional behavior. Also, managers who are
informed and up -to -date should understand the
likely impact of computers and MIS on their company. Managers who understand this technology
should encounter no problem in evaluating the
company's MIS, in making information and other
needs known, or in controlling the MIS. Consequently, employees and managers would not be
likely to resist the design, development, and installation of the MIS.
INSTRUCTIONAL MATERIALS

Another moderate problem hindering installation of sophisticated MIS is the general unavailability of instructional materials. This problem was
ranked ninth by the largest Fortune 500 firms and
thirteenth by the second largest Fortune 500
firms. The latter group lags behind in their development of higher -level computer -based MIS and
now encounter few problems in locating adequate
instructional materials. But the largest firms are
experiencing difficulty in locating such materials
to make available to their managers and employees. As qualified computer personnel and MIS
generalists are hired, more sophisticated instructional materials should become available.
TIME - CONSUMING COMPUTER APPLICATIONS

The last moderate problem is that responding
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companies believe many proposed applications are
too time- consuming to automate. This problem is
one which cannot be avoided. As companies progress from level one to level three applications, the
time to automate such applications increases. MIS
development in organizations is evolutionary rather than revolutionary. Consequently, companies
should be prepared to spend decades developing
level two and level three computerized applications resulting in MIS.
Initially, firms tend to develop MIS by functional area and extend the system into other functional areas on a modularized /integrated basis. As
the organization begins to integrate MIS either inter- or intrafunctionally, the sophistication level
increases. Therefore, over a long time period,
companies will develop multiple MIS in the areas
of accounting, marketing, production, and personnel. As long as benefits from proposed systems are
greater than costs, the company should consider
automation— remembering that many years may
elapse before new systems become operational.
Minor Problems: Current Solutions
The four minor problems are shown in Table 1.
In the 1970s, managers have accepted the computer as a major economic resource which they
control, rather than vice versa. Also, in the 1970s,
companies have defined more clearly the role of
computer personnel so that they do not exceed
their advisory staff functions. Finally, due to large
scale integration (LSI) and chip circuitry, the
present generation of computer equipment is very
reliable and requires less maintenance than earlier
generations.
A study of the largest Fortune 1000 firms revealed that there are five major problems, eight
moderate problems, and four minor problems hindering development of higher -level computerized
applications, which result in the development of
management information systems functioning at a
low level. Most problems can be avoided or lessened by following the guidelines given here. The
following principles based on hard -won experience should enable companies to optimize their
computer's service potential, which will result in
the computerization of integrated information systems, rather than low -level data systems.
' This section is based in large part on Phillip Ein•Dor and Eli Segev, "Information System Responsibility," MSU Business Topics. Fall, 1977.
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EDP Finds a Home
at North Haven
This town went to an OEM because
it simply could not afford downtime.

By James E. Varrone and Vincent E. Palmeri, Jr
Several years ago, the town of North Haven,
Conn. (pop. more than 22,000) shared its data
processing with a system under the control of the
Department of Education. When the Education
Department outgrew this early generation computer, it decided to use a service bureau. As a
result, the Board of Finance began looking into
alternatives for the rest of the town's data processing requirements.
The town needed a system to handle its grand
list processing, accounts payable, payroll, and
sewer assessments. Because we are limited to a
single shift, five -day week, it is very important
that we maintain an even output, so one of our
guidelines for the new system was to avoid uneven
workflow and downtime problems. As far as software was concerned, we had to consider which
programs we could use that already were written,
which program s cou ld be rewritten in th e near
future, and which pro gram s we cou ld take ou r
tim e to rewrite.
Afte r we lo o ked at prop o sals fro m th ree d ata
processing sup pliers, we cho se to pu rchase the
Data General No va 2 with two p erip herals, a h igh
speed card read er an d an em u lato r fo r th e so ftware that we needed to use im mediately. Th e
Nova 2 seem ed to fit o ur req uiremen ts fo r a nu m ber of reaso n s. First o f all, it was the mo st po werful co m pu ter th at Dat a G en e ral h a d a t t h e tim e.
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Secondly, it was an absolute necessity that we
maintain som e of t he program s which we were
already using, and the em ulator with the Nova
made this possible. Thirdly, we were cre atin g a
d ata shop from scratch and felt that the Nova
wo uld be an excellent beginning as it was powerful enough for our im m ediate needs and also
pro m ised room for growth.

James E. Varrone is
controller for the
Wilson Instrument Div.,
American Chain and
Cable Co., and vice
chairman of the Board
of Finance of North
Haven, Conn. A
member of the New
Haven Chapte r, he
holds an M.A. degree
from the University of
Bridgeport.

Ou tput at a Quantum Rate
Our first tw o years wit h the Nova 2 were concerned primarily with conversion, rewriting and
stream lining program s. We t hen be gan to take a
lo o k at our m id -range goals (3 -5 years) and our
long -range goals (7 -10 years). The town was
gro wing at a manageable rate, but our output was
gro win g a t a qu ant um rate. An d as w e ha ve a lready m entioned, our data processing department
is restricte d to a single shift and 5 -day week for
bu dget reasons, We established a goal of having a
single shift data center with the hardware capacity
to expand to three shifts to accom modate our
growth for the next 7 -10 years. We then began
mo re studies to find a new system .
We looked again at the possibility of a total
sy stem conversion, but com patibility was very im po rtant to us. We also had an additional need, the
tax collection processing, a card - oriented system.
Art Staple, currently m arketing representative of
Co mputeristics, Inc.,* showed us that we could
in t erf ac e a n N CR 250 w it h a Da ta Ge ner al Sy s-

Vincent E. Palmeri, Jr.,
is director of finance,
North Haven. He has a
BSFS degree from the
School of Foreign
Service, Georgetown
University.
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than the usual debugging problems, and we are
very pleased with the way in which it is performing. Additionally, Computeristics assures us that
it will be easy to grow with the Data General system that we now have. This is very important to
us when considering our long -range goals.

A ge

Grand List and Tax Bills

Authors Vince Palmeri (left) and Jim Varrone look at a
computer printout. North Haven processes about
20, 000 bills annually .

was

tem, off -line, to handle the tax problem. Total
memory was also very important to us, as were
the peripherals. We then took another look at
Data General and decided upon the Eclipse
C/330 which, of course, is compatible with the
Nova 2. From there we went about getting the
necessary approvals of the Board of Selectmen,
Board of Finance, and the Town Meeting. This
took most of 1976 and our new equipment
finally installed in the Summer of 1977. Concurrently, we made plans to consolidate our data center and move to an area better suited for size and
efficiency. This move has since been accomplished. Our hardware configuration now consists
of the original Nova 2 with 64K bytes of memory
and the Eclipse C/330 with 128K bytes of memory. We have three 2.5MB disk drives and two
LOMB disk drives, 300 line -per- minute printers on
both the Nova and Eclipse, and 2 CRT's on the
Eclipse and one on the Nova.
Another factor worth noting in the choice of
North Haven's system is that we bought it from
an original equipment manufacturer (OEM). We
simply cannot afford downtime and we wanted
someone who would be responsive to any problems we might encounter. We felt that there is a
greater degree of support from OEM's than there
is when one buys direct from the large manufacturers. Of course, OEM's also supply software
which is another attractive feature for those who
need it because you have single vendor responsibility for the total package.
The problems that we have had with our system
have been minimal, with nothing more unusual

.Our data center runs a large number of programs for the town, which keeps Anthony J.
Vanacore, the town's data processing manager
very busy. Most critical are the grand list processing and the tax bills which are the most complex
output requirements that the data processing department has to deal with. The computer stores a
duplicate grand list showing all property, who
owns it, what is on it, and what it is worth. In
addition, automobiles and personal property are
carried as separate totals. Tax bills are written
from the grand list once we have the mill rate.
North Haven prints approximately 20,000 bills
per year which take three days to produce. Before
the Eclipse, this process took over a week.
Tax collecting is also done via the system. NCR
250 registers with cassette recorders are used to
capture the payment data and then batch totals
are fed into the system. Other applications that we
have include budgetary reports, payroll, accounts
payable, voter registration, jury duty selection,
town landfill billing, sewer assessment and sewer
use billing. All applications are entirely batch
mode.
We are considering some additional enhancements to the system. An immediate requirement is
the tracking of the town's fixed assets. Another
requirement, although it is noncritical at this
time, is maintaining personnel records. In addition, the police department will soon be going online. As of now, the police department is punching
cards to enter data about complaints. The data
includes the usual date, name and address, the
time of the complaint, the time of the officer's response, and the neighborhood. Three different reports are generated from this information: one is
by number of complaints, the second is by the
neighborhood, and a third is by badge number.
These reports are an excellent management tool
for the police department as they enable it to pick
up trends and to take preventive measures. Soon
all this information will be entered on a CRT
rather than on cards.
Aside from these enhancements, North Haven's
data center will continue streamlining the programs that we already have. We feel that we are
well - prepared for the increase in the usage of
our system that we anticipate over the next ten
years.
D
•Computeristics, Inc. is the data processing subsidiary of Uniroyal, Inc. Computeristics is a Data General OEM and supplies turnkey systems (hardware and
software) for a large variety of business applications.

so
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"I never liked to be kept waiting at a
counter to have an order filled, on the
phone for important business information, or in a line for my turn at a computer," says Bill Putty, president of Cat to & Putty, Inc., a $2- million dollar
wholesale equipment and parts distributor in San Antonio, Texas.
He explains, "That's where my interest in dispersed processing came from —
not liking to wait. In the Spring of 1975
I asked for a demonstration of some Datapoint equipment. The system was just
what we needed —a transaction- oriented
computer system that provided accurate
inventory status reporting. We put Datapoint 3600 video display workstations
exactly where we needed them --customer service, warehouse, receiving,
and invoicing. After a few days, I didn't
have to have 'functionally dispersed
data processing' explained to me. I
could now put computer power where it
was needed."
Catto & Putty sells air - cooled engines
manufactured by Briggs & Stratton, Tecumseh, and Kohler, lawnmowers by
Murray, Snapper, and MTD Products,
Inc. It also sells as parts and accessories— belts, chains, blades, lubricants,
and tools for these product lines. Its volume requires more than 12,000 inventory categories comprising many thousands of individual items.
By the early 1960's the enormous volume of paperwork generated by its high
turnover of inventory was becoming too
much to handle. "We first tried our
hand at data processing in 1962 with an
IBM 402, then in 1966 we went to an
IBM 407, and in 1969 to an IBM System 3," recalls Mr. Putty. "With each
change we learned more about data
processing and what it could do for our
business. We finally realized that using
two employees as full -time keypunch
operators and 'batch mode' computer
operations wasn't fulfilling our requirements. It was too slow and our inventory records were never up -to -date. We
have always tried to operate our business on a 'real -time' basis serving our
customers as expeditiously as possible."
The system chosen by Catto & Putty
is a Datashare Business Timesharing
System consisting of eight Datapoint
3600 video display workstations which
transmit and receive data in an interactive mode to and from the Datapoint
5500 business computer, the heart of the
MANAGEMENT ACCOUNTING /APRIL 1979

4
With a terminal at his elbow, Bill Putty, Catto &Putty president, verifies the latest
inventory master items report with system programmer, Dale Litzman.

MIS in a Small Company
The president of Catto & Putty "wanted a system I could talk to."

system. The 5500, which has 48K of
user memory, uses two mass storage
disk units with a total of 50- million
bytes. The system consists of one Datapoint 60LPM terminal printer and one
30OLPM printer.
"In order to extract maximum productivity from the system, I hired a programmer to write our own programs.
We ran further demonstrations, signed
a lease and installed our equipment in
the Summer of '75," Mr. Putty says.
Out of 15 in -house employees, nine
use the Datashare System on a part time basis for processing their paperwork transactions and six others work
with the system on a full -time basis. All
of these employees are involved in all
aspects of the business, and manually
generated paperwork is practically nonexistent. New employees are concurrently trained on the system as they are
trained on their jobs so they understand
everything as a package. They are "online" well within a month.
Catto & Putty also acts as a computer
service company to six other organizations ranging from a jazz band to a

church. To handle this load, the company has an impressive array ofprograms,
including 16 accounts receivable programs serving 700 accounts, 12 payroll
files using 20 programs that check -pay
more than 100 people twice a month, 75
inventory programs, 21 receiving and
accounts payable programs, and 34
sales analysis programs.
It also generates approximately 20
end -of -month reports for its own management purposes. These reports include inventory stock status, sales reports— salesmen, sales reports by product manufacturers, receipts, disbursements, trial balance, interest charges to
accounts receivable, inventory on -hand
catalog, suggest order file and others.
Says President Putty, "I use my 3600
workstation constantly. With almost every phone call and piece of correspondence that crosses my desk I'm consulting the 'tube.' I don't have to ask my
secretary, bother the inventory manager
or check with anyone else for any of my
business data. It's all right here at my
fingertips." Mr. Putty cancelled his
lease and bought the system outright.
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No Membership Too Large—
No Service Too Difficult
EDP helps the Society of Real Estate Appraisers to service its 19,000 members.

The Society ofReal Estate Appraisers
grew out of the Great Depression era
when the need arose to value all the
foreclosed property that financial institutions suddenly found on their hands.
As the membership grew from the original 200 charter members, it began to develop procedures and standards that individuals had to meet in order to be
certified as competent in the field.
Currently, the Society has more than
19,000 members and 188 chapters
throughout the U.S. and Canada. "We
are a kind of `sidewalk university,' in
that we provide our own members with
the educational and technical training
they need," says Tom Mitchell, executive vice president of the Society.
In addition to the educational seminars, the Society supplies its members
with an extensive package of literature,
including a weekly newsletter, Appraisal Briefs, and a bimonthly magazine,
The Real Estate Appraiser & Analyst.
The Society found a direct ratio between the quality of services provided
and the growth in its membership, and
soon, it found itself swamped with
work. As a result of the training and
certification programs, member designations were in a constant state of flux.
Twice each year, the Society had to
communicate to its members "advice reports" oftheir status. "This meant that
we had to manually go to the filing
room, pull a member's file, extract the
proper information, wheel the form
over to the typewriter, sit there and type
it out, and so on."
A false start with a service bureau
helped the Society to define its needs
more sharply. For awhile an IBM Sys tem/3 Model 10 computer satisfied its
requirements. The Society outgrew this
system because it did not lend itself to
52

"We are a kind of 'sidewalk university.
—Tom Mitchell,
SREA executive vice president.
expansion as the membership grew.
It selected a Wang VS system, offered
by Wang Laboratories, Inc., Lowell,
Mass. What impressed SREA with this
system was the speed with which an inquiry could be made and a response returned on the screen. "A member will
frequently call us and say, 'I just got my
progress code notice and I don't think
it's right.' All he has to do is state his
account number. A workstation operator keys it in, presses the ENTER key,
and his entire record instantaneously
appears on the screen. We are able to
tell him on the spot, 'You have done X
and Y and will receive further credit
when you complete Z.' "
Under the old system, the member's
file had to be pulled, and his account
number sent to the computer operator
who then had to sit down and generate
it on the printer and relay it to the
member on the telephone.
Because of its massive mailings, the
Society's hardware requirements included ample memory, storage, and rapid
print capability. The final choice was

128K memory, two 75- megabyte storage disks, 400 -line -per- minute printer,
six video display workstations, and a
console.
In the admissions department, one
workstation is used to assign each new
member an account number so he can
begin to receive the periodicals immediately, and a second is used to keep track
of a member's educational status.
Through the progress codes, the Society
monitors the courses and seminars a
member has completed and, at the end
of each week, sends a letter to every
member who has changed level. This
communication tells the member what
he has completed and what is left to be
completed by his fifth anniversary renewal date.
In the membership department,
workstation operators are responsible
for name and address changes. In the
accounting department, the system is
used to key in the national and chapter
cash received and, ifnecessary, verify an
account number with an individual.
A fifth video display workstation is
used by the data processing manager to
generate reports requested by the staff.
The savings are incalculable, according
to Sandee Morgan, EDP consultant.
"This system removes 30% of the paperwork which, in turn, gives us 30%
more time to keep up with requests for
the location of the next seminar, 30%
more time for keeping up with correspondence —this simply translates into
30% better service to our members."
For the future, SREA hopes to put its
Directory of Designated Members online, install a complete accounting package, put its annual conference mailings
on the computer, and program the computer to randomize, organize, administer, and grade examinations.
O
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NAA Research Report

Maintenance Planning and Control
This month NAA is publishing a new research report titled
Maintenance Planning and Control. The study was conducted by Dr. James H. Bullock, associate professor of accounting
and finance at New Mexico State University. Here's an overview of the report, together with some of the findings.

scriptions. This section was followed by sections on maintenance work control, planning and scheduling; cost analysis
and reports; preventive maintenance; budgeting; and performance measurement.
In the field study, structured interviews were conducted at
18 companies representing 14 Standard Industrial Classification (SIC) groups. The size ofthe maintenance function at the
By James H. Bullock
plants visited varied considerably, from nine to 1,200 mainteFor many companies, the maintenance function is a very sig- nance workers.
nificant part of the overall productive activity. The signifiIn all companies, managers were queried about maintecance of maintenance to companies in general has tended to nance objectives, organization, and basic information flows.
increase as equipment and tools have become more complex Also, the interaction among maintenance, accounting, engiand as plants have become more highly mechanized. These neering, computing and systems, and production was systemdevelopments have caused an increase in maintenance labor atically discussed. Other aspects ofmaintenance control, e.g.,
costs due both to higher skill requirements for maintenance responsibility accounting, budgeting, preventive maintenance
personnel and the need for an expanded work force. At the programs, special quantitative techniques, performance measame time, companies frequently find it necessary to make surement, were studied in those plants where such aspects
large investments in sophisticated maintenance equipment.
had been more strongly developed. The company visitations
A research project commissioned by the National Associa- provided materials for the numerous illustrations and exhibits
tion of Accountants was undertaken to examine the current included in the report.
state of accounting for maintenance in manufacturing firms.
A critical examination ofthe primary maintenance decision
The study was designed to ascertain the information needs of settings provides the basis for recommendations about what
maintenance managers and to disclose methods and tech- companies "should be doing" to plan and control mainteniques that the management accountant employs —or could nance and how the accounting contribution to this process
employ —to meet such needs more effectively, particularly by can be improved. For each of the decision categories, the
developing the information intended for use in planning and report includes a brief conceptual analysis, specifies informacontrolling maintenance costs.
tion requirements, describes various decision - making approaches observed in the plant visits, and illustrates reports
Overview of the Project and Findings
and records which help managers to make informed deciThe study entailed a literature review, a mail survey, a field sions. Emphasis is given to the iterative nature of the decision
study, and a critical examination of maintenance decisions process and to the interrelationships of the various decisions
and associated information needs. The mail survey was used with other decisions both within and outside ofmaintenance.
to gather information about current practices in maintenance
Inquiries about the use of well- defined, quantitative techmanagement and to select firms for inclusion in the field niques— mathematical algorithms, queuing analysis, simulastudy. A six -page questionnaire was sent to 117 companies. tion, PERT, CPM, EOQ applications —as an aid in decision Usable replies were received from 91 companies —a response making indicated that the application of formal quantitative
rate of 78 %. Respondents represented a cross - section in analyses to maintenance problems is not widespread. As
terms ofindustry, size, and operating characteristics.
might be expected, large plants (those with 100 or more mainThe questionnaire was divided into six groups ofquestions. tenance workers) are more likely to use such techniques than
The first group dealt with general items such as principal small plants. Even for large plants though, less than one -half
activity of plant, size of work force, maintenance organiza- ofthose surveyed reported using formal quantitative analyses
tion, existence of written maintenance objectives, and job de- for any one of the decisions studied. To encourage improveMANAGEMENT ACCOUNTING /APRIL 1979
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ment in this area, the report discusses and illustrates in detail
the application of various quantitative techniques to maintenance problems. The study also addresses other topics including the following.
Almost all
plants prepare separate budgets for maintenance costs. Most
companies rely on the use of fixed maintenance budgets for
given time periods, although flexible budgets could be used to
advantage in most plants because of the semivariable nature
of maintenance costs.
Three- fourths of the companies surveyed try, to some extent, to classify and accumulate costs by responsibility center.
Both the survey and the interviews indicate frequent dissatisfaction with cost collection and reporting systems. Problems
are caused by failure to classify costs properly, errors in recording cost and other data, poorly designed reports, and
reports not available on a timely basis.
BUDGETING AND RESPONSIBILITY ACCOUNTING.

WORK REQUISIT ION, AUT HORIZAT ION, AND CONTROL. The
work order system —from work initiation to information
feedback —is the primary means by which maintenance managers are informed about "what is going on." The report emphasizes proper system design in order to ensure optimum
planning, scheduling and control of jobs, and to provide for
proper tracing of costs to jobs, to responsibility centers, and
to specific equipment items. Aspects such as forms design,
account coding, recording procedures, and information flows
are discussed with a view toward timely provision of the wide
variety of reports that may be needed for the effective control
of maintenance.
MAINT ENANC E ST ANDARDS AND PERFORMANC E MEASUREMENT. Standards have long been used by industry to improve
efficiency and measure the performance of production workers. The use of standards to control maintenance work, however, has not been widely adopted. Only 25% of the companies surveyed use standards for this purpose. Methods used to
derive labor standards for maintenance include individual estimates, historical analysis, and engineering studies. The report describes each of these methods and the advantages and
disadvantages associated with their use. Particular attention
is directed to the topic of engineered standards — including
costs, implementation, use and benefits to be derived.
The report also discusses problems associated with measurement of maintenance performance and focuses on various
indices used to gauge overall performance.

Other Findings and Conclusions
Findings indicate that gradual improvements are taking
place in both maintenance management and accounting for
maintenance. This conclusion is based on information obtained in the mail survey, company visits, and on a comparison of the research findings with those of a 1964 NAA study*
on the same topic.
In general, maintenance is receiving increased support and
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emphasis from top -level management. The emphasis stems
from competitive pressures and recognition of the potential
for improved cost - effectiveness of the maintenance function.
Most of the companies interviewed had initiated significant
changes in recent years, attesting to this increased support
and emphasis. Many of the changes involved costly expenditures—a remarkable fact in that the companies could not establish objectively the value of the resultant benefits. These
changes included: (a) creation of new high -level positions in
maintenance, (b) filling positions with highly qualified personnel, (c) installation of standards systems, (d) addition of staff
sections within maintenance, and (e) undertaking major program changes using professional consultants.
Changes in the attitudes of top managements toward maintenance have provided the impetus for improvements in managing the maintenance function. One consequence has been a
more frequent application to maintenance of fundamental
management principles. Most companies now have written
objectives, policies and procedures, and job descriptions for
maintenance, although these may be rather scantily prepared.
Work control systems tend to be well- defined, and the application of formal quantitative techniques to maintenance problems occurs more frequently.
The study indicates that, in most companies, accountants
are not active in meeting maintenance information needs.
Maintenance managers generally do not think of accounting
as a ready source of assistance, nor do accountants tend to
think in very broad terms concerning the services they can
provide to maintenance. When it is provided, accounting assistance is usually in rather traditional areas, such as budgeting, capital expenditure analysis for replacement decisions,
and inventory control.
Accounting participates in special cost analyses for maintenance decisions in less than one -third of the companies surveyed and assists in the development of new reports in only
55 % of the companies. Accounting is most likely to help with
budgeting and budget comparison reports that are helpful in
controlling activities over longer time periods through adjustment of policies and procedures. Accounting is least likely to
be instrumental in developing reports useful in day -to -day
and week -to -week control. These include backlog, downtime
and work order status reports which frequently involved nonfinancial measures.
Accountants are rarely involved in the application of special quantitative techniques for maintenance decisions, although, ideally, they should be well - prepared to perform such
analyses by virtue of their education and training.
This new NAA research study is available free for a limited
time period to all NAA members. Please use the return postcard in this issue to request your copy. If the postcard is
missing, send your request to "Free Book, " NAA, 919 Third
Ave., New York, NY 10022 and include your membership
account number.
* See Control of Maintenance Cost. NAA Research Report No. 41. National Association of Accountants, New York. N.Y., 1964.
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Sign Up for the SemaiarinlixuXteall]frs Spring
Ikl¢sandCities
April
3 Erie, PA
3 Newark, NJ
4 Princeton, NJ
4 St. Paul, MN"
5 Chattanooga, TN
5 New York, NY
10 Albuquerque, NM
10 Atlanta, GA
12 Los Angeles, CA
12 New Orleans, LA
17 Detroit, MI
17 Madison, WI
18 San Francisco, CA"
19 London, ONT
24 Evansville, IN
24 Hartford, CT
25 Boston, MA

25 Los Angeles, CA*
26 Baltimore, MD
26 Columbus, OH
May
1 Colorado Springs, CO
3 Milwaukee, WI
8 Rochester, NY
9 Houston, TX*
9 Providence, RI
15 Kansas City, MO
16 Charlotte, NC'
17 Richmond, VA
17 Seattle, WA
22 Dallas, TX
22 Toledo, OH
23 Pittsburgh, PA*
30 Boston, MA'
31 Phoenix, AZ
31 Pittsburgh, PA

June
5 Calgary, AB
5 Detroit, MI
5 Nashville, TN
7 Memphis, TN
12 Birmingham, AL
12 Cleveland, OH
12 Piscataway, NJ
13 Montreal, QUE
14 Columbia, SC
14 Philadelphia, PA
14 St. Louis, MO
19 Indianapolis, IN
20 Cincinnati, OH
20 Washington, DC
21 Buffalo, NY

'These are mini - seminars held from 1:30 to 3:00 p.m. at the Computer Caravans.

These seminars are offered at no charge to
you or your organization.
The EDP AUDIT Seminars are tailored to audit
professionals and cover Cullinane Corporation's
Audit Software Systems: EDP - AUDITOR, EDP AUDITOR/3 and CARS 3.
Case studies will be presented as well as
application of EDP auditing in a database
environment.
The seminars are conducted by individuals
having an extensive background in EDP Audit
methodology and applications.
To register, call Cullinane Corporation at
(617) 237 -6600 or fill in and mail this coupon.

A

Cullina neCorpora tion
Wellesley Office Park, 20 William St ,
Wellesley, Mass. 02181 (617) 237 -600
Please enroll me in your EDP Audit Software Seminar
(at no charge) in:
on
iCry;

(Date!

Name

Title

Firm

i

Address
City

State

Tel.

My Computer is
-

L - - - - - -

Zi p_

-

_
- - 797_j

So mrdi� ¢:�Cttllimaue

Notice of Proposed
Amendments to the Constitution
At their meeting in Atlanta, January 10 -13, the NAA Executive Committee and Board of Directors approved a number of
revisions to the Constitution, According to the procedure
specified in Article VIII of the Constitution, amendments,
repeals, or additions approved by the Board of Directors must
be submitted by the Executive Director for a vote ofthe membership by mail as soon as possible. Ifthe Executive Director
receives votes in writing in favor of such proposed amendments, repeals, or additions, within 60 days, signed by a majority of the members casting votes, then the proposals are
deemed to be adopted.
The complete text of the proposed changes to the Constitution is published in this issue Of MANAGEMENT ACCOUNTING, the Official Publication of the Association. The purpose
of each change is summarized below. In the actual text of the
proposed changes, deletions are shown by rules through the
former text, and additions are shown in bold italic type.
Article IV— Honorary Life Membership
This new honorary designation, Honorary Life Membership, for past national presidents was recommended by the
Committee on Planning and approved by the Executive Committee at its meeting on October 12 -14, 1978.
Article V (formerly IV)—Management
Our legal counsel recommended that we transfer this paragraph without change from Article VII— Bylaws. As a result
of this addition, the sections following the change are renumbered.
In Section 2, a new elected officer position, Chairman of the
Association, is incorporated. This new position was recommended by the Committee on Planning and approved by the
Executive Committee at its meeting, October 12 -14, 1978.
In Section 3, as recommended by counsel, a phrase is added
insuring the right ofan officer or director to know the charges
for which removal is proposed.

CONSTITUTION —TEXT OF CHANGES

Article VII (formerly VI)—Meetings
The quorum for any meeting of the members of the Association is specified as 250 members. This addition was transferred from Article I, Section 8, of the Bylaws and eliminates
that entire section in the Bylaws,
Article VII —Bylaws
As noted above, Section I is transferred to Article V—
Management, permitting its elimination here. Changes made
in Article VIII permit the elimination ofSection 2 also, thus
eliminating the entire article.
Article VIII—Amendments
This article is revised to combine amendments to the Bylaws and to the Constitution into a single article. Paragraph
(d) is eliminated because amendments to the Bylaws require
only approval by the Board of Directors and publication to
the membership in order to become effective.
Section 2 defines the additional requirements for amending
the Constitution. The process remains the same as in the past.
A postcard ballot on which you may record your vote is
enclosed. Provision has been made for you to vote separately
on each revision or on the revisions as a group. Ballots must
be received no later than May 31, 1979, in order to be counted and must include your name, both in signature and printed
form, and your account number, which is printed on the mailing label of your copy of MANAGEMENT ACCOUNTING.
If approved by a majority ofthose voting, any or all changes will become effective 60 days after publication, on June 1,
1979, As a dues - paying member of NAA, you have the right
and responsibility to vote on these changes to the Constitution. I hope you will exercise that right.
W. M. Young, Jr.
Executive Director

management and government of the Association shall be set
forth in the Bylaws.

ARTICLE IV— Honorary Life Membership
Section 1: Honorary Life Membership is open only to members of the Association who have served as National Presidents of the Association. Honorary Life Membership may be
conferred only by the Executive Committee. Honorary Life
Members shall have all the privileges of membership, but
shall not be required to par' dues.
ARTICLE -IV V—Management

CONSTITUTION REVISIONS
IMPORT ANT !
* VOTE AND SIGN BALLOT CARD
* DETACH ALONG PERFORATION ->
* MAIL YOUR BALLOT (No Postage Required)

Section 1: Subject to this Constitution, the basic rules for the
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Section 4: 2. The property, business and affairs of the Association shall be managed by the Board of Directors, which shall
be constituted as provided in the Bylaws.
There shall be an Executive Committee, which shall be
constituted as provided in the Bylaws and shall have the powers and duties therein specified. There shall be such other
committees as may be provided in the Bylaws. Each of such
other committees shall have such powers and duties as shall
be prescribed by or in the manner provided in the Bylaws.
The Association shall have the following officers: a President; a Chairman of the Association, a number of Vice Presidents as established, from time to time, by the Board of Directors but not less than 12; a Treasurer; and an Executive
Director, who shall also act as Secretary of the Association.
Such officers shall have such powers and duties as shall be
prescribed by or in the manner provided in the Bylaws, and
each of the officers shall be elected or appointed in the manner provided in the Constitution or the Bylaws.
Section -2: 3.• Any officer or director may be removed for

nagement and govemmen! of !he Asseeiatien shall be set
€girth -in the Bylaws.
Section 2. The Bylaw4 may be amended, iepealed, oL added
(a) Five peree f the members ef the Asgeeintion or any
my flye members ef the Board of Direeters may at awfted by them and addressed to,the Emeeutiye Direeter, the amendment or repeal ofanye
!ng Provision
J
, or the addition of
on to, the

am endment,-that-m

eet

Fe

>

cause by th e Bo ard o f Directo rs b y a two - third s vo te of the
direct ors pr esen t an d vo tin g a t a re gu lar o r sp e cial m eeting

for which advance notice of not less than 20 days shall be
given , including the specific charges for which removal is proposed, and in accordance with such proceedings as the Board
of Directors may determine.
Section 3: 4. The Board of Directors or the Executive Committee, except as in the Constitution or Bylaws otherwise provided, may authorize any officer or officers, agent or agents,
in the name of and on behalf of the Association , to enter into
any contract or execute or deliver any instruments, and such
authority may be general or confined to specific instances;
and, unless so authorized by the Board of Directors or the
Executive Committee, no officer or agent or employee shall
have any power or authority to bind the Association or any of
its members.
Section * A In case of dissolution of the Association and
liquidation of its affairs, any money or other assets remaining
after the payment of all obligations shall be distributed for
such charitable or educational purposes as the Board of Directors may determine and direct, and in every case the decision and determination of the Board shall be final and conclusive upon all persons in any way interested.
ARTICLE W VII — Meetings

(e) At the meeting of the Board of Dit eetox s referred to in
(b)Bylaws
paragraph
d-ition to the
above, the
shall
proposed amendment, . ,
re and votedth e m e m b e r s

nt

i

f

at

this

etin

..:ty

by
o f t1. e

pFew .
me g, a
whole Board of Diremfs votes in faveF of sueh PFeP
am dment, FePeal, or addition, it shall be eonsideFed as ap
majority of thewhole - Board- vetes -- against -saeh p. posed amend

-ment, repeal, or addition, it shall be oensideFed RS F� eeted-by
I
. lent, repeal, or adm;tinn to
Bylaws neither- Feeeiv an�of�r�+native�-aer-a�negative�vete� f
tl

najorityef-the whole Board;-t

wi t h i n

thi rty

dny&

t

suGh proposed amend
ment, repeal, or addition to each m-em-ber of the -Board of
sixty days thereafter votes in writing in favor-4
such proposed- am-me-drnent, Fepeal, oF addition signed by a
a m e n d m e n t

proved

peal

o r a d d i t i o n ..1...11 b e d e e m e d t o b e e
wit h t he Na me fo r-Ge�and—S e—as�if �it had been ap

Ne ti ee of stieh ado ptio n 9hall be published in the Of f ieittl

Section 4: The quorum at any meeting of the members of the
A s s o c i ati o n
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Board oF Direeten shall be established in the Bylaws. shall be

ARTICLE VIII — Amendments

250 members in good standing of the Association. If a quorum shall not be present at any Annual Meeting of the members of the Association or any adjournments thereof, a majority of such members as are present and entitled to vote thereat, or, in the absence of all such members, any officer entitled
to preside at, or to act as secretary of, such meeting, may
adjourn such meeting from time to time, without notice other
than by announcement at the meeting, until a quorum shall
be present. At any duly adjourned meeting at which a quorum shall be present, any business may be transacted which
might have been transacted at the meeting as originally
called.

The Bylaws may be amended,
Section 1: The Coustito
repealed , or added to in the following manner only:
(a) Five percent of the members of the Association or any
25 members of the Board of Directors may at any time propose in a writing, signed by them and addressed to the
Executive Director, the amendment or repeal of any existing
provision of, or the addition of any new provision to, the
1st+tutiei� Bylaw&
(b) The Executive Director shall present such proposed
amendment, repeal, or addition at the next regular meeting of
the Board of Directors, and shall incorporate in the notice of
that meeting a statement that such proposed amendment, re-
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peal, or addition will be considered. No such proposed
amendment, repeal, or addition shall be considered at any
meeting of the Board of Directors, unless such notice has
been given to each member ofthe Board of Directors not less
than 20 days prior to the meeting.
(c) At the meeting of the Board of Directors referred to in
paragraph (b) abeve the proposed amendment, repeal, or addition to the Constitution Bylaws shall be considered and
voted upon by the members present. If, at this meeting, a
majority of the whole Board of Directors votes in favor of
such proposed amendment, repeal, or addition, it shall be
considered as approved by the Board of Directors. If, at this
meeting, a majority of the whole Board votes against such
proposed amendment, repeal, or addition, it shall be considered as rejected by the Board of Directors. If, at such meeting, a quorum being present, a proposed amendment, repeal,
or addition to the Constitution Bylaws neither receives an
affirmative nor a negative vote of the majority of the whole
Board, the Executive Director shall within 30 days thereafter
transmit such proposed amendment, repeal, or addition to
each member of the Board of Directors for vote. If the Executive Director shall have received within 60 days thereafter
votes in writing in favor of such proposed amendment, repeal,
or addition signed by a majority of the whole Board of Directors, such proposed amendment, repeal, or addition shall be
deemed to be approved with the same force and effect as if it
had been approved at such meeting in the manner hereinafter
provided. Notice of such adoption shall be published in the
Official Publication.

(d) Amendments, repeals, or additions approved by the
soon as possible, be subraitted by the ExeGutive- D i r - a e o e t o f to al–I
members for 51 vote by mail Stich submission may be made by
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Section 2; The constitution may be amended, repealed, or
added to in the same manner as set forth in Section I of this
Article for amendments, repeals, or additions to the Bylaws,
except that, in addition to the procedures set forth in Section
I, all amendments, repeals, or additions to the Constitution
which are approved by the Board of Directors shall, as soon
as possible, be submitted by the Executive Director to all
members for a vote by mail. Such submission may be made by
publication in the Official Publication. If the Executive Director shall have received within 60 days thereafter votes in
writing in favor of such proposed amendments, repeals, or
additions, signed by a majority of the members casting such
votes, such proposed amendments, repeals, or additions shall
be deemed to be adopted as of the date of such submissions
Notice of such adoption shall be published in the Official
Publication.

Amendments to the Bylaws
In conjunction with the proposed revisions to the NAA Constitution, the Board of Directors also approved a number of
amendments to the Bylaws.
Under the amendment process (Article VII of the Constitution) amendments, repeals or additions to the Bylaws are
considered to be adopted when a majority of the Board of
Directors approves them. This condition having been fulfilled, members herewith are notified of the adoption of these
amendments.
The purposes of the changes are summarized below. The
complete text, with deletions indicated by rules through the
former text and additions shown in bold italic type, is presented below.
Article I— Membership
Section 2, Classes of Membership, is added because the
current Bylaws do not include Associate Membership or International Membership. Also included in this new section
are Student Membership and Emeritus Life Associate Membership, presently covered in separate sections. Because of the
addition of the new section, the numbers ofthe other sections
increase by one digit. Section 8, Quorum, is eliminated because it has been included in the new Article VII — Meetings,
Section 4, of the Constitution. These changes also eliminate
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duplicate language in the current Constitution and Bylaws.
Article III —Board of Directors
The Committee on Planning recommended, and the Board
of Directors approved, that the number of directors be equated to the number of chapters on a formula basis. Under this
change, the number of directors elected would equal one director for each 2.5 domestic chapters, rounded to the next
multiple of ten, but in no case less than one hundred. The
Executive Director shall determine this number by the number of chapters existing on July .1 of each year; then the number of directors elected annually will equal one -half of this
figure.
This provision will provide a more equitable basis for assigned visits to chapters by directors. At present, some directors are assigned four chapters and, in less populated areas
where the distances between chapters are great, some are assigned three.
Article IV— Executive Committee
The change in this section reflects the addition of the new
position of Chairman of the Association. (See proposed Article VI, Section 2 of the Constitution.) The immediate past
Chairman would become a member of the Executive ComMANAGEMENT ACCOUNTING /APRIL 1979

Article V—Elective Officers
Section 1 is revised to include the new office of Chairman of
the Association among the elective officers.
Section 4 is revised to provide for the Chairman of the
Association to serve in the President's seat in the event of a
vacancy or disability in the office of the President.
Article VI— Duties of Elective Officers
Section 2. Chairman incorporates the position of Chairman
of the Association who will be the immediate past president
of NAA.
In Section 3, formerly Section 2, the word "area" is
changed to "regional" councils.
Article IX— Committees
A new Committee on Marketing and Membership that will
take over the responsibilities of the present Committees on
Chapter Development and Membership has been established.
The revisions specify the membership and duties of this committee and eliminate references to the old committees.
Article X— Affiliates
Section 3. International Affiliates is added to reflect the
current organizational structure of the Association. International Affiliates (formerly international chapters) were established by the Board of Directors at its June 1976 meeting.
Article XI— General
Section 10, on the Indemnification of Directors and Officers, is amended to include the members of the Board of
Regents of the Institute of Management Accounting and its
employees. This change was requested by the Board of Regents to protect them from possible legal actions growing out
of their roles as IMA regents.
BYLAWS —TEXT OF APPROVED CHANGES
ARTICLE I— Membership
Section 1. Members: Subject to the provisions of the Constitution and Bylaws, any person interested in Accounting may
become a member of the Association.
Section 2. Classes of Aembership:
(a) Except as otherwise provided in this Section of the Bylaws, all members of the Association residing in the United
States or Canada shall be considered Regular Members. Regular Members are entitled to all services and benefits of the
Association.
(b) College students carryings minimum of 12 equivalent
hours per semester within a school, college or university in
the United States are eligible for election as Student MemMANAGEMENT ACCOUNTING /APRIL 1979

bers and sre entitled to all member benefits, including affiliation with a chapter,
(c) Associate 1Membership is available to individuals residing within the United .states and Canada who have completed
their formal full -time education and have indicated an interest in accounting. Applicants for Associate Membership
status must apply for membership within one year of completion of the applicant's formal education as a full -time student.
Student Members are eligible for transfer to Associate Membership on the some basis. Associate Membership at a yearly
dues equal to one -half the regular domestic dues is limited to
two years. Transfer to Regular ,Membership at the end of two
years is automatic. The registration fee is waived when an
individual is accepted as an Associate Member and is also
waived upon transfer to Regular Membership status.
(d) Members of the Association resid ing outside of the
United States and Canada shall be International ,'Members.
An International Member may be a member of an International Affiliate or msy be an International .Member -At- Large.
(e) A member of the Association having retired from active
business and satisfied such other requirements as may be established by the Board of Directors may be relieved of the
obligations of active membership through designation as an
Emeritus Life Associate. Such Associates may be relieved
from the payment of all or any portion of the annual dues and
may receive services of the Association in accordance with
such rules and proced ures as shall be established by the
Board of Directors. Emeritus Life Associates shall not be
entitled to vote or hold office except those designated as Honorary Life Members.
See-tlon -3- Emeritus- -Life- Asseeistes:-A- Member-of4he-►sseciation -- having- retired "-m- sketive- business and sai-is ci-sushother- requirements-- as--may be established by ;he -hoard of
Diree- tors-- mayAw- relieved -of-the obligations- of- aetive rsernbership- through designation- as-an- Emeritus -Life Associate,
Such Associates may be relieved from the payment of all -erany portion of- theanoual -dues and - may -receive - services of the -A&sosiat-ion in accordance with -stieh rules
p ro cu res as shall-be- established by the- Board oMireaor, Emeritus Life
Associates-shall not-be entitled4o,*ote or hold office.
Seetion 4. Student Membership:- College students carrying a
w4nimumf12-equivalent hours -per- semester -are eligible for
-elee-tion as--Student Member*.-Student embers will be enti
tW4o all - Member- benefits,
ing affiliation with a ehapter.
Section -5; 4. Resignation: Any member may resign at any
time, but such resignation shall not relieve the resigning individual from the payment of dues for the expired portion of
the member's current cycle billing year or give any right to
rebate of dues paid or any right to a pro rata or other share of
the assets of the Association. All resignations shall be made in
writing to the Executive Director of the Association.
Section -& 5. Expulsion: The Board of Directors, at any meeting, by a two - thirds vote of those present, may terminate the
membership of any member who in its judgment has violated
the Constitution or Bylaws or who has been guilty of conduct
detrimental to the best interests of the Association. Such action by the Board of Directors shall be final and shall cancel
all rights, interests, or privileges of such member in the services or resources of the Association.
-aim

mittee. Provision also is made for the president whose term
ended June 30, 1978, and whom, under the new Bylaws,
would be prevented from serving the traditional two years on
the Executive Committee, because that provision now applies
to the past Chairman.
A new Section 3 has been added incorporating the same
information in Section 2. This presentation is consistent with
that used in the Bylaws for meetings of the Board of Directors.
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Section 9.- 6. Members in Good Standing: All members 4*lywho maintain their membership by payment of dues as required under the Constitution and Bylaws and who otherwise qualify shall be considered in good standing and entitled to full privileges of
membership.
Section 8.
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general shall be responsible for the coordination, planning,
and adm inistration of all Association activities and for such
other specific duties as m ay from time to time be assigned to
it by the Board of Directors. The Exeettfi ° ^___ _..__ _h_,t

Sect i on 3. Meeti ngs of the Execut i ve Commi t tee: The Executive Committ ee shall meet at least four times a year and shall
report all act ions taken by i t t o t he next meeti ng of the Board
of Directors. A ma jo ri t y o f t h e me mber s of t he E xe cu t i ve
Commit tee at t he t ime in office who are ent it led to vot e shall
constitute a quorum.
ARTICLE V— Elective Officers

f r e e � � �
ARTICLE III —Board of Directors
Section 1. Composition of the Board of Directors: The Board
of Directors shall consist of the following members in good
standing:
(a) For terms of one year, the members of the Executive
Committee.

(b) For terms of two .nears, the number of directors required to equal one director for each 2.5 domestic chapters,
rounded to the next higher multiple of ten, but in no case less
than one hundred. In determining the number of directors to
be nominated in any fiscal year to comply with this section,
the Executive Director shall determine the number required
based upon the number of chapters existing on July 1 of that
year. A number of directors equal to one -half of the number
so determined shall be elected each year.
(c) For terms of two years, all immediate past Vice Presidents and the immediate past Treasurer of the Association
upon the completion of their respective terms of office.
(d) For continuing terms, all Past Presidents of the Association, except Emeritus Life Associates.

Section 1. Elective Officers: The elective officers shall be the
President, the Chai rman of t he Associ ati on, the Vice Presidents, and the Treasurer.
Section 2. Election: The officers set forth in this Article shall
be elected by a plurality of the votes of the m em bers present
and voting at the annual m eeting. If, for any reason, any such
officers are not elected at the annual meeting, they m ay be
elected as otherwise provided in the Constitution. Each officer
shall take office on the first day of the fiscal year following
election, or if elected after the first day of the fiscal year, then
on the date of election. Each officer shall hold office until the
end of the fiscal year or u ntil the officer resigns or until a
successor shall have been duly chosen and qualified.
Section 3. Re- Election: Officers shall be eligible for reelection,
except that the President shall not serve m ore than two successive term s.
Section 4. Vaca ncy o r Dis ability in the Offic e of President:
In case of a vacancy, for any cause, in the office of President,
or in the case of disability of the President, the Chai rman
shall serve for the unexpi red portion of t he term or, i n case of
disabi li ty, unti l disabi li ty ceases. I f t he Chairman i s unavai lable, the Executive Com m ittee shall elect a successor -who
.shall to serve for the unexpired portion of the term or, in the
case of disability, until the disability ceases.

ARTICLE IV— Executive Committee

ARTICLE VI— Duties of Elective Officers

Section 1. Executive Committee: The Executive Committee
of the Association shall consist of
(a) the elective officers of the Association,
(b) six members of the Association, two of whom are appointed each year as provided in Article IX, Section S, of the
Bylaws,
(c) the chairman of each of the standing committees designated in Article IX, Section 3, of the Bylaws,
(d) the immediate Past Presidem Chairman of the Associa-

Section 1. President: The President shall be the executive
head of the Association, and shall:
(a) preside at all meetings of the m em bers of the Association, of the Board of Directors and of the Executive Com mit-

ti o n f sr & 4 4 r m - 4 t wo ye a " , and _

(e) all Past Presid en ts of th e Asso ciatio n , ex officio, but
without vo te, for con tinu in g term s,
(f) for the Association year endin g Jun e 30, 1980. the president whose term ended June 30, 1978.
Section 2. Du ties of the Ex ecutive Com m ittee: The Executive
Com m ittee sh all p o ssess an d m ay ex ercise all th e p o wers of
the Board o f Directors b etween meetings of th e Board , and in
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tee;
(b) be ex officio a m em ber of all com mittees;
(c) exercise general supervision of the affairs of the Association;
(d) see to the enforcem ent of the Constitution and Bylaws;
(e) see to the carrying out of all orders and resolutions of
the Board of Directors and of the Executive Com m ittee;
(f) keep the Board of Direct ors fully inform ed and shall
consult it concerning the business and activities of the Association;
(g) m ake o n b eha lf of the Bo ard an ann ua l re por t to t he
members of the Association;
(h) designate annually, subject to t he confirm a tion of the
MANAGEMENT ACCOUNTING /APRIL 1979

ARTICLE IX— Committees
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c
,

Section 2. 3. Vice Presidents: The Vice Presidents:
(a) shall be responsible for contacts with members at conferences and at meetings of the chapters, arm regional councils and other operating units and at such other occasions as
the Board of Directors or Executive Committee may designate;
(b) may also be designated to serve as official representatives of the Association at the meetings of other groups; and
(c) shall have such other powers and duties as may be prescribed by the Board of Directors or Executive Committee.
Section +. 4. Treasurer: The Treasurer shall have general supervision of the financial affairs of the Association and shall:
(a) perform all the duties incident to the office of Treasurer;
(b) have power to disburse such funds of the Association as
shall be required in the conduct of its affairs and the carrying
on of its activities;
(c) have authority to sign any check, draft or other order of
the Association for the payment of money, unless otherwise
ordered by resolution adopted by the Board of Directors;
(d) make financial statements to the Board of Directors and
to the Executive Committee in such form and frequency as
they may direct;
(e) provide for custody and safekeeping of all securities of
the Association, subject to such custody arrangements as the
Board of Directors may approve. The Treasurer and any
member of the Committee on Finance designated by the
Board of Directors, acting jointly, shall have the right of access to such securities; and
(f) perform such other duties as may from time to time be
assigned to him by the Board of Directors or the Executive
Committee.
Section+ 5. Officers Pro Tem: If at any meeting of the members of the Association, of the Board of Directors, or of the
Executive Committee, the President and the Chairman are is•
absent, and no one authorized to perform +he their duties is
present, then a Chairman pro tem shall be selected by the
members present.

Section 3. Standing Committees: The following standing
committees shall be appointed for terms as indicated, with
continuity of membership provided within each committee.
Appointments to standing committees shall be for terms of
three, two or one year as determined by the President in order
to provide for continuity. Except as otherwise provided in
these Bylaws, the President may appoint additional members
to standing committees to serve during his elected term in
office. Members appointed to committees may be removed by
the President with the concurrence of the Board of Directors.
Each committee shall report its findings and conclusions to
the Board of Directors and the Executive Committee with
such recommendations for action as seem appropriate.
CE al
r, l

d by existing ohaptor-s and make-

and Board of Direeter-s:
(d) A Committee on Marketing and Membership of not less
than 18 members plus the Committee Chairman. The 18 members are to be appointed for three -year terms with six to be
appointed annually. It shall have responsibility for the marketing planning and policy of the Association including longrange and short -range market planning. It shall establish polregarding membership acquisition and retention, new
chapter development, and the marketing of Association products and services.
Six ofits members shall be named as the Subcommittee on
,Membership Development, six as the Subcommittee on Chapter Development, and six as the Subcommittee on Marketing
of Association Products and Services. To the extent possible,
such designations shall be made so that at the beginning of
each Association year, two members of each Subcommittee
shall be starting a three -year term, two shall have two years
of the term unexpired , and two shall have one year of the
term unexpired. Each of these groups shall have one of its
members designated as its chairman who shall report to the
Executive Committee and Board of Directors through the
Chairman of the Committee on Marketing and Membership.
In its membership function, this Committee shall.
(1)be responsible for the continuing growth in membership
of the Association, both in the United States and in other
countries;
(l) recommend membership growth goals including member
acquisition and retention targets for the Association's annual
budget;
(3) examine and report on all matters relating to, and develop plans for maintaining and increasing the membership
of, the Association;
icy

Board of Directors, the chairmen of the standing and special
committees and the Chairman of the Board of Regents unless
otherwise provided under these Bylaws; and
(i) perform such other duties as are set forth in the Constitution or Bylaws or shall be assigned by the Board of Directors or the Executive Committee.
Section l : Chairman: The Chairman of the Association shall
be the immediate Past President of the Association, and shall
take office when the Chairman's successor as president,
takes office. The Chairman of the Association shall serve until succeeded bya new Chairman of the Association, and shall
be considered an elective officer by virtue of prior election as
President and shall:
(a) assume the duties and responsibilities of the President
in the absence or incapacity of the President;
(b) represent the Association at the request of the President;
(c) to the extent practicable, present major trophies to the
chapters which won them during the Chairman's year as
President.
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(4) review and appraise the effectiveness of all classes of
mat eria l to be d istribut ed to p ro sp ecti ve members; and
(5) be resp on si ble fo r co n fo rmi t y to t h e Co n sti t u t i on and
Bylaws i n t h e a dmi ssi on of members a nd in th e ma int enance
of their membership.
I n i t s ch a pt er develop men t fu n ct io n , th i s Co mmi tt ee shall.
(1) establish crit eri a for the fo rma tio n o f n ew cha pters and
for the admission o f new chapters to the Na tional Association
of Accountants;
(2) present applic ations for new chapter c harters to the
Execut i ve Co mmit tee and recommen d approval of those
which meet th e .Associati on's cri teri a fo r ad mission;
(3) en co u ra g e a nd pro mo t e t he fo rma t io n o f n ew chapters
of the Association, both domestic and international;
(4) be informed by the national staff of applications for new
chapters and the di spositio n of ea ch a ppli cati on;
(5) ev aluate the potential for new c hapters in areas not
served by exi sti ng chapters and ma ke recommendat ions
where effo rt sh o uld be i n i ti a t ed t o form such n ew chapt ers;
and
(6) review the status of existing chapters relative to potential for new cha pter spi n -o ffs and cha pter partiti oning. Make
appropria te recommend ati ons to Execut i ve Co mmi t t ee and
Board of Di rectors.
I n it s products a nd servi ces marketin g fu ncti on, this Committee sha ll mo n i t o r the followi ng acti vit ies and recommend
marketi n g po licy wi th resp ect t o t h em:
(I ) Continuing Education Prog ram inclu ding I n -House
Programs;
(1) the Asso ciat ion's Self -Stud y Progra ms.•
(3) t ech n i ca l bo o ks i n clu d i n g t h o se res u lt i n g f rom AAA
Research;
(4) Annual Conference and regional conferences;
(5) direct Tech ni ca l S ervices an d Library S ervi ces;
(6) la bel sales;
(7) new products and services.
For ea ch act i vi t y fa lli n g wi th i n t h e Su bco mmi t tee scope,
the Subco mmi t t ee sh all p eri od ica lly revi ew th e market ing
strategy an d pla n and p erforman ce ag ain st plan . I t shall recommend ch ang es to th e market ing plan or st rat eg y a s deemed
appropri a te. I t sh all also id en ti fy new prod u ct s an d servi ces
and recommend their adoption where appropriate. In its review of exist ing prod ucts and services, it sha ll recommend the
di scont i nu a nce o f t h ose wh ich n o lon g er ach ieve market objectives.
4e}-A- C emmiffee eii N4efnbership of not le94 than eight

M_aM_b-rA ;44th t w o - y e a r t o r m s , w i t h four. to be appointed an
nuaiiy. it s h a t
-(1) be responsible for the continuing g;:owth in member-shiR
-of 44w_ A4"iation, laoth . - flag -id
-States-; and in other
i4949,;
- (2Y.exam ine and- repor t-o n- all watters
s fcai- aai+a ai g a n d i n s r e a s i n g
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.Secti on 3. I nt ernational Affiliates: The Bo ard o f Di re ct ors
shall be aut hori zed t o recogni ze or est abli sh I nternational
Affiliates o f t h e Association. Each I nternational Affiliate
shall i nclu de at leas t 1 5 m embe rs i n good st and i ng of t he
Associ at i on and shall have demonst rat ed i t s int erest i n account ing to t he sat isfact ion of the Board of Directors. I nternat ional Affili ates shall be recognized or est ablished by charter, whi ch may be grant ed by t he Board of Di rect ors at any
regula r or s peci al meet i ng of t he Bo ard of Di rec t ors. The
Board of Di rect ors shall exercise no control over t he management or operat i on of I nt ernati onal Affi li ates, alt hough the
Board reserves the ri ght t o revoke charters of I nt ernati onal
Affi liat es at any t i me and i n such manner and after such investigation as it may deem necessary.
AR TI C LE XI -- G en e ra l
Section 9. Order of Business at Meeting: The latest edition of
Robert's Rules of Order shall govern all m eetings of the Association, of the Board of Directors, of the Executive Com m ittee, and of all other com m ittees on any point not covered by
the Constitution or Bylaws.
Section 10. Indemnification of Directors, Officers, Mem be rs
of t he Board of Regent s and Employees: Every director, officer, member of t he Board of Regent s or em ployee of the Association shall be indem nified by the Association against all
expenses and liabilities, including counsel fees, reasonably incurred or im posed upon such director, officer, member of t he
Board of Regent s or em ployee in connection with an y proceeding to which such director, officer, member of t he Board
of Regent s or e m ploye e m ay be m ade a par ty, or in which
such director, officer, me m be r o f t h e B o ar d of Re g en t s or
em ployee m ay becom e involved, by reason of such director,
officer, member of the Board of Regent s or employee being or
having been a director, officer, mem ber o f t he Bo ard o f R egents or employee of the Association, or any settlement thereof, whether or not such director, officer, member of t he Board
of Regent s or em ployee is a director, officer, member of t he
Board of Regent s or em ployee at the tim e such expenses are
incurred, except in such cases wherein the director, officer,
me mbe r of t h e B oa rd of R e ge nt s or em ployee is adjudged
guilty of willful m isfeasance or m alfeasance in the perform ance of the duties of the office. Provided, however, that in the
event of a settlem ent the indem nification herein shall apply
only when the Board of Direct ors appro ves such s ettlem ent
and reim bursement as being for the best interests of the Association. The foregoing right of indem nification shall be in addition to a nd not exc lusive of all other rights to which such
director, officer, member of t he Board of Regent s or employee
may be entitled.
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December 1978 CMA Examination
Results
The December 1978 CMA examination had a
record participation with more than 1,200 candidates sitting for the examination at 36 sites
throughout the United States. There were 235
successful candidates completing all five parts
or the remaining parts of the examination at
this offering, Prior to this examination, the Certificate in Management Accounting had been
awarded to 1,180 successful completers of the
examination who also met the two -year experience requirement.
The educational and experience background
of the December candidates was similar to that
of prior examinations, and the performance on
the examination was comparable. The tables
presented compare the candidates and their
performance for the past three examinations.
Successful Candidates
The successful candidates are employed by
a variety of organizations including manufacturing companies, retail firms, utilities, government
agencies, banks, insurance companies, public
accounting firms, colleges and universities. Atlantic Richfield, Caterpillar Tractor Co., Ernst &
Ernst, ITT, Monsanto, Motorola, Price Waterhouse and Co., and Shell Oil each employ several management accountants who were successful on this examination.
Continuing Education Requirements
In addition to completing the examination
and two years of professional experience, Certificate holders are required to maintain their
proficiency in the field of management accounting by completing 90 hours of continuing education activity in each three -year period subsequent to passing the examination. For the year
ending June 30, 1978, 638 Certificate holders
reported a total of 47,000 hours of continuing
MANAGEMENT ACCOUNTING /APRIL 1979

Table 1
Success Rates on the CMA Examination
Dec, June Dec.
1977 1978 1978
Examination Part
Part 1 Economics and
Business Finance
51% 47% 69%
Part 2 Organization and
Behavior, Including
Ethical Considerations 51% 44% 46%
Part 3 Public Reporting
Standards, Auditing
and Taxes
49% 58% 47%
Part 4 Periodic Reporting
for Internal and
External Purposes
55% 43% 40%
Part 5 Decision Analysis,
Including Modeling and
Information Systems
51% 40% 52%
Weighted average for entire
examination
51% 46% 51%
All five parts passed in one
setting
28% 19% 21%
Table 2
Summary Profile of CMA Candidates
Dec. June Dec.
1977 1978 1978
Educational Background:
Undergraduate degrees 50% 58% 57%
Advanced degrees
44% 40% 41%
Foreign degrees other
credentials
6%
2%
2%
Employment Background:
Industrial Government 77% 76% 81%
Teachers
9%
9%
5%
Other
14% 15% 14%
Average age
32
33
32
Average number of years
elapsed since last degree 6
6
5
&

James Bulloch, Editor

Percentage of Hours Reported
Report Year
Four -Year
Type of Activity
1977
1978
Average
College or
university
courses
28%
33%
29%
Lecturer, discussion
leader or
teacher
21%
170%
20%
Employer
sponsored
seminars
14%
17%
15 %'0
Professional
association
seminars
10%
9%
10%

&

Institute of
Management
Accounting

education activity, an average of 74 hours of
credit for each individual reporting. The most
common types of continuing education activity
are:

63

People in the News
Promotions and New Positions
PAUL A. HENSCHEN, Bethlehem, Pa.,
was named vice president, accounting,
and comptroller of Bethlehem Steel
Corp.
MICHAEL A. HUDY, Binghamton, has
been named controller of Spaulding
Bakeries, Inc.
DAVID O. PIERCE, Brunswick, Me., has
joined Tom's of Maine as manager of
finance and administration. He is a
member of Southern Maine.
TIMOTHY F. FOLEY, Buffalo, has been
appointed a senior vice president of
Bells Market s.... ALBERT W. WULLEN was appointed vice president —
finance of J. & A. Keller Machine Co.
GEORGE T. WITTER, Charlotte, N.C.,
is now treasurer with Stanwood Corp.
He is a member of North Georgia
Chapter.
DONALD W. SNIVELY, Charlottesville,
Va., has been promoted to manager, fi-

.
.

This is Nut A
F r a n c h i s e - -- O n l y A
P h e n o me n a l
Accounting
Op p o r t u n i t y
Th e PBS pr o gr a m has en j oy e d
tremendous success and profitable
growth through Our nationwide family of
successful affiliates. From California to
New York. accountants have established
their own PBS accounting, bookkeeping
and tax practices, streamlined by our own
computer systems
Your total investment of$8500inIudes:A
training seminar, all instructive materials
and your PBS starter kit, travel, meal and
lodging expenses whi le attending the
seminar at PBS headquarters: 3000leads
to p r o s p e c t i ve c l i e n t s i n y o u r
marketplace; on -going marketing and
operations support program: and all inclusive sales package, inc ludi ng
pr o j ec t o r and f i l m to he l p y ou
successfully market your PBS practice.
even i t y ou have never sold any thi ng
before in your life' Finally, as part of our
support service. our toll free "Dial -anAnswer" gives you instant, professional
consultation on all phases of your
practice.
For more information and a sample startup kit, call now, toll free, 800/638 -9390. In
Maryland, call 301/727 -4600.

Tom Morris, Ill, V.P. Development
Professional Business Systems
Co., Inc. Suite 253
World Trade Center
Baltimore, Maryland 21202
ENNIUMMUllit.
BfA1iE §s
5N57EN19. 81117.
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NAA President Clem Erdahl (left) congratulates Larry Mock, 1977 -78
president of Pennsylvania Northwest Chapter, upon presentation of
Warner Trophy. At rear are, l -r., Robert Hathorn, current chapter
president, and NAA Executive Director W. M. Young, Jr.
nancial controls —food service, Morton
Frozen Foods. He is a member of Virginia Skyline Chapter,
REx L. TAYLOR, Chattanooga, has
been appointed accounting manager for
the Distribution Accounting Center, for
the Eastern U.S., Swift & Co.
THOMAS E. SKOWRONSKI, Cheshire,
Conn., recently was promoted to controller, Holgrath Corp. He is a member
of Waterbury Chapter.
LEONARD E. HUBER, Dallas, was elected chief financial officer of First International Bancshares, Inc. He is executive vice president.

STEVEN M. SKARPHOL, Fargo, N.D.,
was named president of Twin City Construction. He is a member of Red River
Valley Chapter.
RICHARD A. SAUKAS, Farmington,
Conn., was promoted to controller of
New England Aircraft Products Co., a
subsidiary of Howmet. He is a member
of Muskegon Chapter.
GERALD D. HUCK, Fort Worth, has
been elected a director of Continental
National Bank. He is controller of the
Amon G. Carter Foundation and Carter Foundation Production Co.

ROBERT F. CHELLE, Dayton, has been
named president of High Voltage Maintenance Corp.

JOHN J. GNAM, Geyserville, Calif., has
been named controller at Souverain
Winery. He is a member of Redwood
Empire Chapter.

ROBERT L. ANTHONY, IV, Detroit, has
been promoted to partner at Coopers &
Lybrand. He is a member of Western
Wayne Chapter.

KARL R. WILCOX, Harrisburg, has
formed a partnership with John Bisbano
under the firm name of John Bisbano &
Co., CPAs.

R. D. MACKEY and RICHARD NisBETH, Elkhart, Ind., were promoted to
senior vice presidents, St. Joseph Valley
Bank. They are members of Evansville
Chapter.

ROBERT Z. ROSTRON, Hawaii, has been
promoted to executive vice president,
Amfac, Inc.
DONNIE C. EARLEs, High Point, N.C.,
has been named cost accounting managMANAGEMENT ACCOUNTING /APRIL 1979

members of Minneapolis Viking,

er at Tomlinson of High Point, Inc. He
is a member of Piedmont -High Point
Chapter.

JEFFREY M. HECK, New York, was
promoted to vice president and controller, Flexi -Van Truck Rental.

VERNON A. JOHNSON, Irving, Tex., has
been named director— accounting systems of the Southern Region, Telephone
Operating Group of General Telephone
& Electronics Service Corp.

PETER B. DESSING, Parkersburg,
W.Va., was appointed controller, Borg Warner Chemicals — Europe. He is a
member of the Parkersburg- Marietta
Chapter.

THOMAS FOREHAND, Lancaster, recently was promoted to vice president/
financial manager, Buell Division of Envirotech.... THOMAS G. KILE has been
appointed director and vice president of
finance, High Industries, Inc.

C. KENNETH JOHNSON, Raleigh, N.C.,
was promoted to assistant controller,
American Defender Life Insurance Co.
He is a member of Raleigh- Durham
Area Chapter.

MORRIS D. FREEMAN, Louisville president, has been named president of Die pack, Inc.

DAVID C. ELLWANGER, Richmond, is
now internal audit manager, Best Products Co.

JOSE LODEIRO, Miami, has been transferred to Borden Dairy Products —Mexico City as finance director.

GENE D. AUSTIN, Rome, N.Y., has
been promoted to manager of administrative services, Revere Copper & Brass.
He is a member of Mohawk Valley
Chapter.

KEITH J. JOHNSON, Minneapolis, has
been appointed consumer food group
systems controller, General Mills, Inc.
. . . CALVIN C. SERViss has been elected
vice president of Flame Industries, Inc.
. . . CLYDE A. UNDINE, JR., is now controller, Acme Foundry Co. They are

EDWARD H. FISCHER, Salinas, Calif.,
recently was named assistant controller,
Growers' Exchange. He is a member
of Salinas Valley- Monterey Peninsula
Chapter.

Wit h H/ G P RO FE SSI ON AL

H/G
PROFESSIONAL FORMS
SUBSIDUIRY OF 111I.I.MER GRAPHICS CO.

'

'

20 20 California Street
Omaha, Nebraska 68102
402.4 22 - 1168

'

'

Our new line of columnar workpapers have
added some very attractive features at a
very fair price.
For more information, including samples
and prices, please write or call.
MA94

'

Name

I

Address

I
I
I

We offer 108 options, 23
column choices, 11 -inch or
14 -inch format. green or buff

City
State

L

- -

FORMS you handle only the
more convenient 8 1/2 -inch prefo ld ed sheets you need. No
more wrestling with large,
bulky, unfolded pads. Now.
simply slip the preJolded
sheets you need into your briefcase, desk drawer or file without tearing perforations and
without hand folding.

SYDNEY FENTON, Shawnee Mission,
Kans., was appointed controller, West
Industrial Div., West Chemical Products, Inc. He is a memb er of Kansas
City Chapter.
Two Sioux Falls members have been
named partners with Henry Scholten &
Co. They are MICHAEL M. BILLION
and DENNIS D. STENE.
JUDY A. BREEDING, Springfield, Mo.,
has been promoted to manager, Baird,
Kurtz & Dobson. She is president of
Greater Ozarks Chapter.
MICHAEL A. CARTY, Terre Haute,
Ind., has been promoted to controller at
the Terre Haute First National Bank.
He is a member of Wabash Valley.
LINDA L. GRIMM, Wickcliffe, Ohio, has
been promoted to controller of PMC Industries. She is a member of Cleveland
East Chapter.

Emeritus Life Associates
DONALD F. BABB, Peoria.
SAMUEL BARRETTA, Detroit,
EDWARD H. BILL, JR., Hartford past

paper stock. We undoubtedly
manufacture the exact number
of columns you need. in the
color and format you prefer.
Our new workpapers larger
than single 8 1/2 -inch pads are
preJolded for you. We also offer
many additional subtle improvements, options and services. They're all explained in
our promotional piece and are
self- evident in accompanying
samples which will be mailed
free upon request.

ZIP

We of fer d esi gn and t echn i cal asst st anc e for cust om ne eds.
_ - - -

-

-

-

-
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and other NAA
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coupon at least
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dent. SCMS.

B. OR D HOUST ON ,

Cleveland.
Trenton past presi-
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Name
New Ad dress

Pomona Val-

State

Zip

Do it right
the first time!
Pre- Packaged
Financial Systems —
and you?
A professiona l semina r
presented to a ssist the
pu rcha ser a nd u ser of
financial software
systems.
Ar e y o u

fully prepared?

Join us.

San Francisco
Atlanta
Chicago
Houston

April 25/26
May 3/4
May 8/9
Mav 14/15

453 Crampton Street
Reno, Nevada 89502

Montgomery-

M A X A . MILLE T T , Phoenix.
JOHN A. NELSON, Oakland -East Bay.
J AM ES A . NO RUM, Canton.

ELBERT A.
Large.

NYQUIST,

HASKELL•

A.

OST EEN,

Bakersfield
Area; Asheville past president.
Louis J. PANZA, Pittsburgh.
W ILB UR S. PEC K, At l a n t a C e n t r a l .

Mohawk Valley.

KE NN ET H C . SALLBERG, M i n n e a p o l i s

Viking.

director, 1961 -63. SCMS.
S. J. JARosz, Niagara.

C HAR LES E. S i ms , Tul s a.
J . LEW IS SM IT H ,

LEST ER R . JOHNSEN, Akron Cascade;

ALF RE D

Fo x Ri ver Valley past president. SCMS.

Large, USA,

RIC HARD

R O B E R T F . STONEROCK ,

JOHNSON ,

Massachusetts
North Central past president . Past national director, 1966 -68.
J OSE PH J . KER VIN , Milwaukee.
JOSEPH L. KOFSKY, New York.
ROB ERT C . KO HL, Reading.
ley.
HARLAN B. LIVENG OOD,

Indianapolis.
Lancaster, national vice president , 1965 -66.
R A Y E . LONGENEC KER ,
THOMAS G .

MEADERS, J a c k s o n pa s t

Member -at-

HA RO LD A . OBREY , Springfield.
JOHN J. O'NEIL, New Orleans.

SILAS T . SHIRLEY ,

E.

Orange County.

Sabine past president.
Member -at-

SPENCER,

Mid - Florida,
national vice president, 1976 -77. SCMS.
WA R N ER V . STOUGHT ON , Peoria.
C HA R LE S R . SUT HE RLAND, Cleveland
past president.
MA XW E LL G . SW E E T , Ann Arbor; Detroit past president. SCMS.
EDWIN T. TAYLOR, Phoenix; San Jose
past president . Past national director,
1972 -74.
EARL WEST OVER , Member- at- Large.
W IL LIA M H . WILSON, Cleveland East.
C HAR LE S L. YA LE , Louisville.

In Memoriam

W A LT E R E . BARBOUR , 4 5 , L o s A n g e l -

R.

es, 1961.

1965.

RIC HARD

E.

BENNET T , 5 0 ,

Eugene -

L. HUMPHREYS ,

SM IT H P . KER R ,

Springfield, 1976.

1962.

A . D . BLAC KWOOD, 83, D e t r o i t pa s t

R A YMO N D

president, 1930. ELA.

1978.

J.

A.

BOEDECKER ,

55, Milwaukee,

1954.
A.

F.

BR UE N IN G S E N ,

49, Rochester,

1961.
H. J . C OLE MAN ,

52, Milwaukee, 1954.
50, Philadelphia,

MAT T H EW P . D EV ER ,

1972.
DA V I D A .

Implementors Incorporated

J R. ,

JAMES P. JACKSON, M u s k e g o n na t i o na l

LEONARD J . LANGENDERFER, Toledo.

rs

MEC KE L,

ley past president.

AR NO LD M . KRUE GER , S a g i n a w Va lC ity

FRED

LAW REN C E F. P FAF F,

C LARENC E H. J AC KMAN ,

3

(Ple ase print or type)

BER NHAR DT H. D IT T IG, C l e v e la nd .

E

o (0 .

; N

vice president, 1968 -69.
San Diego.
DA N IE L I. D E N N IK, Northern Wisconsin past president.
J A Y F. DEM ERS ,

ROBERT P. D o m Mid- Hudson.
GLEN M. Dv MARS, Butler Area past
president.

x

' 0

10022

Prince Georges.

c

i

;

PA UL W . D EM AR ES T , O m a h a , na t i o na l

a
D
a

;

91 9 Third A venue
Ne w Yo r k, N .Y,

president. SCMS.

O

u,

MAIL TO:
National
Association of
Accountants

d M

president . Stuart Cameron McLeod Society.

DEVIT O ,

42, Upper Finger
Lakes, 1974.
IVAN J. LOCH, 49, Miami, 1961.

W.

50, Birmingham,

42, Northern Virginia,

KI R B Y ,

53, Knoxville,

63, Philadelphia,
1951.
R. J. PHILLIPS, 58, St. Paul, 1958.
C.
J . S C H W I N G L E , 77, Milwaukee,
1970.
VERL D. ST EEN, 5 0 , Dayton, 1952.
ELA.
A N D R E W J . T U R N B U L L , 6 2 , Northern
New York, 1958.
S.

HENRY

PARK ,

EL I S E T . W A T AN A B E , 2 6 , H a w a i i , 19 77 .

Call Laura King at:
(702) 831 -3676
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In Document Packaging
VELO -BIND provides the
Ultimate Answer.

MANAGEMENT
ACCOUNTING
PRACTICES
Continued from page 6
basis or was not made in good faith.
(The Commission would place the
burden of proof on the defendant.)
• "Safe- harbor" rules should be considered for other "soft" information,
such as management plans for future
operations and capital and research
expenditures.
Copies of MAP Committee comment letters may be obtained by written request to Manager —MAP Development.

Professional Appearance —You
can choose from attractive, durable
soft covers that easily file, shelve
and mail —or select library quality
hard covers for an elegant, distinguished look. The Velo -Bind look
is classic, clean, and uncluttered.
Security —The pages are bound
together with colorful Velo -Bind
plastic strips. A patented hot knife
process rivets the strips under
pressure to produce exceptionally
strong, flexible documents.

IAPC Proposes First Guideline
Economy —Veto - Bind
plastic
strips fit all thicknesses up to one
inch for greater savings with less inventory. For extra thick documents,
2 and 3 inch strips are available.

The International Auditing Practices
Committee of the International Federation of Accountants (IFAC) has issued an Exposure Draft of its first
international auditing guideline —Objective and Scope of tl7e Audit of Financial Statements. IFAC was formed
in October 1977 for "the development
and enhancement of a coordinated
world -wide accountancy profession
with harmonized standards." IAPC is
a standing committee established for
the purpose of issuing guidelines on
auditing and currently comprises representatives of 11 countries.

Velo -Bind bound documents reflect the detail
and pride that went into their preparation.

New Recommendations on
Nonprofit Accounting
The American Institute of CPAs has
issued a statement of position on accounting and reporting practices by
nonprofit organizations (MAP, Sept.
'78). It applies to such organizations
as private elementary and secondary
schools, religious groups, libraries,
museums, performing arts groups, labor unions, political parties, public
broadcasting stations, and private
foundations. It does not apply to hospitals, voluntary health and welfare
organizations, colleges and universities, or state and local governmental
units, all of which are covered by existing guides. The SOP recommends
Continued on page 68
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T he M o del 230 B inde r is preci sio n
crafted to the highest standards, and
is designed to be used with Velo -Bind
Model 292 P ower Punch.

r-

The newest model in the VeloBind line is the versatile Model
230 Binder. It features tw o operating speeds —a 7 second speed
bind or 14 seconds for extra strong
binds on thicker documents. Lightweight (30 lbs.) and portable, the
Model 230 can bind anything from
1 sheet to 2 inches in thickness
(approximately 500 pages). Other
m odels are available with 1 and 3
inch capacity.

---------------------------- i

E i t " 1 9 SDepartment
.- Send more
I'd like
a demonstration.
MA. information.
650 AlmanorEl
Ave..
Sunnyvale,
CA 94086
VE L O - B IND

Name_

Title

I
Company

I
Address
City

I

T elep ho ne

State

Zip

I
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the four -digit year (197 ). Obviously,
this saves the taxpayer's money for paper and yearly reprinting costs. I think
we agree that this is sensible from a
business point of view. If so, wouldn't it
save taxpayers' money for the federal
Continued from page 67
government to follow the same system?
Think of the waste that exists when
that a nonprofit organization prepare banks, post offices, and IRS offices all
a "statement of activity" to show, over the nation have to throw away unamong other things, all expenses and used and unusable forms every year.
all major sources and amounts of revIn view of the fact that we have a
enue and support. It also recom- fixed resource, earth, and an increasing
mends (1) a balance sheet and a demand, people, it would seem the govstatement of changes in financial po- ernment could well use management
sition and (2) use of the accrual basis principles developed by business.
of accounting.
Thomas N. Davey
No date has been specified for Tempe, Ariz

adoption of Accounting Principles and
Reporting Practices for Certain Nonprofit Organizations because of the
Bureaucrats Take Heed
study on objectives of financial reporting by nonbusiness organizations that The problem of the "ever- widening gap
between expenditures and revenues" so
the FASB presently has under way.

AICPA Issues Guideline on
Private Companies
The AICPA issued its first Statement
on Standards for Accounting and Review Services. It defines two types of
services — "compilation" and "review" of financial statements —that
accountants offer to nonpublic entities, and it provides guidance as to
procedures applicable to such engagements. "Compilation" means
that the public accountant puts information supplied by the client company into financial statement form without verifying it. A "review" involves
making inquiries of management and
performing analytical procedures to
achieve "limited assurance" that no
material changes are needed; it is
broader than a compilation but narrower than a full -scale audit. In the
cases of both compilations and reviews, the accountant issues a signed
report explaining the nature and extent of the work to creditors and other
users of the financial statements.

LETTERS
Continued from page 9
forms are dated with only three digits of
68

lucidly discussed by Comer Coppie in
"Management by Crisis or Crisis Management" (Nov. '78) will soon be aggravated by the recent torrent of propositions and referendums following in the
wake of California's Proposition 13.
Detailed analyses of events in California would lead us to believe that most
people are willing to perform many of
the less vital functions for themselves.
To keep their overall tax burden down,
they will gladly pay 25¢ more for a bus
ticket, pay for a previously free crafts
class at the local recreation department,
and accept fewer garbage collections per
week. Some services will not be performed, but that is by mutual decision
of those requiring the service.
Techniques are also currently being
perfected to allow quantification of social cost /social benefit. Services, social
values, and community needs are input
by many factions within a framework of
fixed parameters (budget constraints,
government regulations).
Weighting is then assigned and a
prioritized list of options generated.
This is further refined by a "Delphi"
consensus technique and a final list generated. This list is, in theory, a composite of all possible needs, alternatives,
and constraints.
Prudent management of resources is,
of course, as vital as is returning many
of the previous government "freebies"
to the private sector.

The taxpayer revolt has been a long
time coming, but it is not a temporary
phenomenon. It is the way of the future;
and wise bureaucrats will take heed and
be responsible and innovative enough to
avert this new "management crisis."
Jan E. Rasberry
Supervisor — General Accounting
Battelle
Richland, Wash.

In the "Real World"
Mr. Imhofrs article "Management Accounting Techniques: A Survey" (Dec.
'78) was very timely and informative. I
found it especially interesting as I have
often wondered about the same theory
vs. actual practice relationships. I take
comfort that we are, generally, applying
our "better theories." I would like to
propose a possible answer to Mr. Imhof 's concern regarding the following
statement:
"For example, the low frequency
with which the respondents used
direct costing, linear programming and regression analysis —all
considered in theory to be extremely useful for managerial decision making —needs further exploration."
My own experience indicates that sophisticated quantitative techniques such
as linear programming and regression
analysis are not used for three basic reasons:
1. They are not commonly understood
and, therefore, are difficult to apply
by the majority of practicing management accountants;
2. The cost in time and resources (e.g.,
computer) to apply effectively the
techniques are such that the cost benefit is perceived to be negative by
many potential users;
3. Many of us in the "real world" tend
to trust our "gut feelings" and become more comfortable with qualitative and subjective analysis which
generally cannot be easily reduced to
equations.
Philip A. Moore,
Consultant
Peat, Marwick, Mitchell & Co.
Den ver, CO.
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Decision Systems for Inventory
Management and Production Planning
Rein Peterson and Ed ward A. Silver,
John Wiley & Sons, 605 Third A ve.,
New York, NY 10016, 1978, 800 pp.—
The authors survey important problems
that frequently arise in inventory management and production planning; then
propose operational, practical and theoretically sound solutions that are comprehensible to theoreticians and practitioners alike.
Corporate Cash Management:
Including Electronic Funds Transfer
Alfred L. Hunt, AMACOM, 135 West
50th St., New York, NY 101020, 1978,
232 pp. —Here, in one comprehensive
volume, are the theory and practice of
putting a company's cash to work. They
are explained in a way that all managers, financial and nonfinancial, can
grasp and apply.
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BRIEF REVIEWS OF NEW PUBLICATIONS

Any book reviewed here is available from the
NAA Library. Members may borrow books for a
two -week loan period by mail, telephone or personal visit. Address Ms. Ellen Shappe, Manager, Library Services, NAA, 919 Third Avenue,
New York, N. Y 10022 —(212) 754 -9736.

Financial Management of the
Small Firm
Ernest W. Walker and J. William Petty
II, Prentice -Hall, Inc., Englewood
Cliffs, NJ 07632, 1978, 382 pp.—The
authors are attempting to make available to the managers of small firms the
same financial theories used by large
firms. They also present suitable techniques and models designed to improve
the efficiency of the small firm.

Third Ave., New York, NY 10016, 712
pp. —The authors present a wide range
of forecasting methods useful to students and practitioners in disciplines requiring forecasting, such as economics
and engineering. They have made the
technical terms involved easily understandable for anyone who might use the
guide.
Construction Management: A
Professional Approach

Thomas C. Kavanaugh, Frank Miller
and James O'Brien, McGraw -Hill Book
Co., 1221 Ave. of the Americas, New
York, NY 10036, 1978, 4010pp.— You'll
see here how the basic principles -of construction management work and how
you can use them to gain maximum
control of construction costs, quality,
Forecasting: Methods and Applications and design; boost productivity; and
Spyros Makridakis and Steven C. maintai n a firm grip on all aspects of a
Wheelwright, John Wiley & Sons, 605 project.
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Our Courses carrya lot of weight !
NAA's Continuing Education Program Courses not only provide you
with up -to -date inform ation in the m anagem ent accounting field,

Wed /Thu /Fri

but are designed to meet the guidelines for continuing education
credit set by the various State Boards of Accountancy and the
Institute of Management Accounting.

geting and
Performance
Reporting

Flexible Bud -

Sign up now.
Mon /Tue
Developing
and Using
Standard
Costs

Mon /Tue
?•'
Direct�Costing�� .'
and
Contribution
Accounting
i
Mon /Tue
Long -Range
Strategic
Planning and
Analysis

Mon /Tue
Operational
Auditing
Mon /Tue /Wed
Data Processing
—�Concepts�and
Information
Systems Design

Wed
Financial
Aspects of
Long -Range
Planning

Thu /Fri
Management
Accounting
for Banks
Mon /Tue
Management
"
Accounting
''
for Executives
and Managers

Wed /Thu
Zero -Base
Budgeting

Thu /Fri
Management
Accounting
for Hospitals

Thu /Fri
Economic
Evaluation
of Capital
Expenditures

,'

Thu /Fri
Fundamentals
of Management
Information
Systems Design

'}

1.

rRl
hu /Fri
`
aterial
equirements
ann ing

Thu /Fri
Computer
Security and
Internal
Control

Thu /Fri
Modern Budgeting

Methods for Local
Gov'ts. and Non pro f it I ns titutio ns

0
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M ar rio tt

Registratio n Inf o rmatio n
—

—

To register f or any Co urse listed, f ill
out and return the registratio n f o rm
to gether with yo ur check to :

M A 4179

Please type
t
or pr int)
I

I

Natio nal A sso ciatio n o f A cco untants
919 T hird A venue
New Yo rk, N. Y. 10 022
■
Att: CEP Registrar
(212) 754 -9758

I

Fees
1 day co urse

I Name
I

T itle

So cial S ecurity No .

I

Divisio n, P lant or Of f ice
I C o mp any
Street Address

I
I
I

I

�

NA A M ember (Chapter)

Business Phone
(A cco unt No .)

I

Please register me f o r the f ollo wing Co urses:
Print or type complete name o f each Co urse

No nmembers"
$145

2 day course
240
290
I 3 day course
360
410
I The fee for NAA Courses includes daily

City, State, Zip Code

II Firm's Principal Product or Service

Members
$120

"Nonmem bers: T he dif f erential
per Course f o r nonmembers may be
I applied to NA A membe rship; o r it
may be applied against the dues of
I an NA A member o f the same f irm
(o rganization). T he dif ferential may be
used anytime after the co urse is completed and bef ore June 30, 1980.
I

Dates

Lo catio n

Fee

1

$

2.

$
— � — � — � — � — � — � — � — � — � — � _ � — � — � — � — � —

luncheo ns, refreshments, and all
technical materials.

Areyouprotectiong

your pension
40 cli*ent's

principal and interest?
Banks rarely guarantee principal and interest. Pacific Mutual does.
If a commercial bank is managing your client's
pension fund, your client is probably missing an

TYPE OF ACCOUNT

INTER EST G UARANTEES

CONVENTIONAL

On Deposits Prior to 1 -1.81

imp o rt ant g uarant ee. V ery f ew b an ks gu aran-

ADMINISTRATION

te e t he pr i nci pal o r t he rat e o f int e re s t o n pe n-

s i o n f u nd s .

DIRECT-RATED

ve r y at t r a c tiv e — as h ig h a s 91/z% o n m o st ty p es

Your investment is also protected by Pacific
Mutual's size and stability. We've been in business since 1868. Ou r as s ets t ot al mo re t h an
$2' /a billion, and increased 15% in 1977 which ,
compared to th e l at est in dus try figu res avai labl e, gave us on e o f the fast est rates o f ass et
gro wt h o f t h e 5 0 l argest li fe i ns u ran ce co m-

1981 -1983

8 00
9.50%

1980

9 25

1981 -1983

8 50

IMMEDIATE PARTICIPATION
GUARANTEED

On Deposits Prior to 1.1.81

INVESTMENT-TYPE
I.P.G

On Deposits Prior to 1 -1 -81

CAPITAL
ACCUMULATION PLAN

of a c c o unts .

9.00%

On Deposits Prior to 1 -1 -81
1979

DEPOSIT
ADMINISTRATION

At Pacific Mutual we g uaran tee bo th th e
principal and the rate of interest on your client's
pension fund. You know what the rate of return
will be. You also know your client's pension fund
will not diminish in size. (With most banks you
are not gu arant eed this.) And as you can see by
t h e ch art ou r gu aran t eed in t eres t rat es are

1980

1980

9.25%

1981 -1983

8.50

1979

9.50%

1980
1981-1983

9.25
8.50

7.50% Guaranteed during

first live policy years
Currentcreditis9.25%
in first policy year

DEPOSIT FUND

On Single Sum Deposits

ACCUMULATION POLICY

Prior to 1 -1 -80
1979

9 50%

1980

900

1983

New one year interest guarantee
for future years is announced

annuallyinadvance.

p an ies in th e United S t ate s ,

UNIVERSAL

If Yy ou would like to find out more about our
pension plans for your clients, or meet with one

SUPPLEMENTALANNUITY

o f o u r p e ns i o n s p e c i a l i s t s , s e nd i n t he c o u p o n b e -

SUPPLEMENTAL

low. Why not give your clients the P rotection

ANNUITY VALUE

On Deposits Prior to 1.1 -81

1979

8.70%
8.50

1980

1981-1983

s00

On Deposits Prior to 1 -1.81

o f gu a r a n t e e d p r i n c ip a l a n d i n t e r e s t o n t h e i r

1979

9.25%

1980
1981-1983

9.00
8.50

pension fund?

Send to: Mr. Daryle Johnson, Second Vice President
Pacific Mutual Life Insurance Company
700 Newport Center Drive, Newport Beach, Ca. 92663

,
,
,
,

Have a Pacific Mutual specialist call me to discuss
Pacific Mutual's pension programs.
�

,

Send information about Pacific Mutual's pension programs
and services.

,

PACIFIC

,

name

MUTUAL '
Imagination beyond insurance

�

title

,

company organization

,

street address
(City
area code

)

state
telephone

zip

,
MA -9 4 79

TOP
SPEAKERS

TOPICS O
CONCERN

Frank T. Cary
Chairman of the Board and
Chief Executive Officer

-An Industrialist Looks at the Transition in Accounting
-One World —One Accounting
g

•

•

Alva 0. Way
Executive Vice President
General Electric
Norman E. Auerbach
Managing Partner
Coopers Lybrand

The I nterface of Accou ntants, CI ients
and Regulatory Authorities
Increasing Productivity —One Key to
Eliminating Inflation

&

- President Carter's Fight Against
Inflation— Progress to Date

Clarence Sampson
Chief Accountant
SEC

-Financial Reporting and Changing Prices
•Principles and Pitfalls in Measuring
Productivity

Solomon Fabricant
Economist
National Bureau of
Economic Research

-Changing Lifestyles and Their Effect
on Business Strategy
-Management Control Practices

Robert T. Sprouse
Vice Chairman
Financial Standards Board

-Cash Management in a Volatile Economy

...and others!

...and more!

-Codes of Ethics and Business Conduct

...AND FUN FOR THE ENTIRE FAMILY
The Family Event will feature Arthur Fiedler's
Famous Boston Pops Orchestra. An evening
of entertainment featuring lively marches,
semi - classical arrangements and sing - alongs,
artfully combined with interludes of Beatles
and disco music.

i

ALL
AT

r

Complete and separate programs for spouses,
teens and pre- teens. Tours which show historical Boston and surroundings to best advantage. Walk the "Freedom Trail" and
relive some of America's most significant
moments.

ANNUAL INTERNATIONAL
• CONFERENCE, JUNE 24 -27

National Association of Accountants

SEE WHERE
THE REAL PROBLEMS ARE
WITH OUR COMPUTERIZED
ACCOUNTS RECEIVABLE.
y
,
m

a'

X RM

WIhelm Konrad &ntgen

•

is

•

0

An invisible ray that could pass easily
through soft materials like paper or
wood, but not denser materials like
metal, revolutionized the entire field
of medical diagnosis.
Originally called "R6ntgen rays"
after their discoverer, they soon
acquired the more exotic name,
"X- rays." They were, indeed, science
fiction become reality!
In order to manage your business
profitably, you too must be able to see
through a mass of information to
identify the real trouble spots.
That's where The Service Bureau

All our systems
Company comes in.
We can take your existing records
to make youand
pecip
and economically provide you with
more productive by reducing
tedious, error -prone clerical wor
information you need to help you
collect monies owed you more quickly, And because of our Customizer
reduce bad debt expense, and reduce concept, the Accounts Receivable
the need for short term borrowing.
system can grow and change as
The same information can be used
your needs change, without costly,
by our Sales Analysis system, which
time - consuming reprogramming.
allows you to design reports to meet
Good reasons to call the company
your specific needs. Reports can also
that gave its name to the entire
be designed to monitor customer and industry.
product sales profitability and sales
For more information, write to us,
representatives' performance, on a
Attn. Communications Dept., or look
current or comparative basis.
for us in the Yellow Pages.

your

THE SERVICE BUREAU COMPANY
2

` 7
!. IY79Control Data CorporAttan

a data services division of
CONTROL DATA CORJf ORATION
-ictOlVest Putnam Avenue. (:men %%ich, CoontNltcut L"Al

The revolving door
vs4
employment stability.
Turnover is not only costly, but it makes it difficult
for a firm to attract competent personnel.
Robert Half has assisted thousands of organizations in bringing employment stability to their financial and data processing departments.
Here's why:
We're specialists. And specialists have to do a
better job.
We're large. 60 offices in the United States, Canada and Great Britain. And our size benefits you. We

select people who match your most specific requirements from the maximum number of skilled accounting, financial and edp professionals.
We've been around a long time. Thirty years of
know -how gives us an insight into our concentrated
fields that is unmatched anywhere. Robert Half has
stability. Isn't that the right kind of organization to
help slow down the revolving door?
Look us up in the W hite Pages in key centers
throughout most of the English- speaking world.

® accounting,
RQB
ERT N LF
financial and edp personnel specialists
D

ALBUQUERQUE • ALLENTOW N • ALTANTA • BA LTIMORE • BI RMINGHAM • BO STON • BUFFA LO • CHICAGO • CINCINNATI
CITY OF COMMERCE (CA) • CLAYTON • CLEVELAND • CLIFTON, N.J. • COLUMBUS • DALLAS • DAVENPORT • DAYTON • DENVER
DES MOINES • DETROIT • FRESNO • GRAND RAPIDS • GREENSBORO • HARTFORD • HOUSTON • INDIANAPOLIS • KANSAS CITY LANCASTER • LONG ISLAND • LOS ANGELES • LOUISVILLE • MEMPHIS • MIAMI • MILW AUKEE • MINNEAPOLIS • NEW ORLEANS
NEW YORK • OMAHA • ORANGE (CA) • PALO ALTO • PHILADELPHIA • PHOENIX • PITTSBURGH • PORTLAND - PROVIDENCE
SACRAMENTO • ST. LOUIS • ST. PAUL • SALT LAKE CITY • SAN ANTONIO • SAN FRANCISCO • SAN JOSE • SEATTLE • STAMFORD CT.
TAMPA • W ASHINGTON, D.C. • W ILMINGTON
CANADA: CALGARY • TORONTO • VANCOUVER

GREAT BRI TAIN: BI RMINGHAM • LONDON

