A l

ONwk

P r.
'r
r

,

�

3

rip

r

i
:yy

10

"United Technologies uses
the same Financial Reporting

System in Bo

"Here in the Corporate Treasurer's office,
we use Software International's General
Ledger and Accounts Payable systems
rto support the financial activities of six of
the smaller UTC subsidiary companies. In
addition, we have take n a dva nta ge of the
accounts payable system to use it
for Job Order Costing, maintaining
complete traceability for specific
contracts. The combination of
Ledger and Payables provides an
effective reporting tool, particularly useful in budgeting applications."

Paris, and the
Corporate
Office."
"United Technologies Corporation, managing a 5.5 billion
dollar business which employs over 138,000 people and
operates more than 180 plants worldwide, requires responsive, standardized financial control.
.
M
"Regardless of the decision- making
y level — from operations at UTC companies such as Pratt & Whitney, Otis
Elevator, Essex, Sikorsky Aircraft and
Hamilton Standard — to corporate
headquarters, we get the details
necessary for day -to -day
decision- making.
"We also complete the consolidation of the corporation's
worldwide financial statements
on the same day that the books
are closed.
"The General Ledger
and Accounts Payable
Financial Reporting products
provide us with the software
we need."
Roger E. Brady
Manager, Financial Information Systems
United Technologies Corporation

General Ledger and Financial Reporting
Fixed Asset Accounting * Accounts Receivable
Accounts Payable • Payroll /Personnel
Net Change Manufacturing Resource Planning

FM

FO

"An illustration of the General Ledger's flexibility is its operation in Bogota. Annually, the Colombian Government
requires a detailed report of all payments
made to vendors. One of the General
Ledger system's standard reports
enables the Bogota office to prepare
this report automatically, thereby
eliminating significant clerical effort.
The system can also produce financial reports in either Spanish or
English, as well as perform the
necessary currency conversions.
"Naturally, all user - interface with
the system is in Spanish. Yet
this is the same system that
operates in English — or other
r
native languages — at other
UTC facilities around the world."
Jerome Kelly
Manager, Management
Information Sys te ms
United Technologies
Corporation
I
■

I
I

It takes more than great systems for successful implementation. Software International supports all of its products with
a world -wide network of local offices staffed with professionals whose wide range of experience covers both data
processing and business. Users benefit from this expertise
with training, technical support, compr ehensive docume ntation, maintenance and regular enha nc e me nts .
It all adds up to more than just software. Call or write
today, and see how easy it is to get the complete systems
that achieve results.

More than
software...
results.

John Gritman
Manager of Financial Services
United Technologies
Corporation

I
I

- Please
- -send -me-your free literature
- - about these-SOFTWARE
- -7-INTERNATIONAL SYSTEMS:
If you use —or plan to use —IBM. Burroughs. DEC. Honeywell, Univac, ICL,
H P. Interdata. Wang or other popular large and small business computers.
you need Software International.
Pioeeneal
General Ledger
Payrolli Personnel

C11
C,111-r'oday!

Accounts Payable
Accounts Receivable
O Fixed Asset Accounting
Work Order Management
Manufacturing

Atlanta ( 404) 9553705
Boston ( 617) 683 -2447
Chi cago (312) 298 -3500
Columbus, OH ( 614) 773 - 2167
Houston ( 713) 444 -3348

Material Requirements
n Planning

Loa Angeles (213) 573 -0402
New York (914) 332 -0040
San Jose (408) 249 -7501
Toronto (416) 924 -1461
Vancouver (604) 669 -6122

Master Production
Scheduling
Capacity Planning

I

I
I
I
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_ Title

Company
State

Zip

Computer System
Phone
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Name
Address
City
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Shop
Floor Control
Purchasing
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Elm Square, Andover, Mass. 01810 (617) 475 -5040
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How to makeTfigures
with facts an
"Daily ... weekly ... monthly ... quarterly
... yearly ..." Management at all levels
continually asks "What are sales and profits or what is our cash position ?" As a
member of financial, the answers must
come from you. And, the answers must
come quickly, accurately and simply.
3M can help you with your presentation
of those facts and figures. Because for
over fifteen years, the How -to meeting
people have been providing a variety of
effective step -by -step "how•to's" for improving communications in presentations.
Specifically designed for the financial
person is the booklet How To Make Better
Financial Presentations. This How -to guide
is filled with many tips that the financial
person will find invaluable in organizing

and conducting the financial presentation.
In addition, it is a guide in preparing the
correct types of visuals to communicate
your financial message quickly and clearly.
3M's How -to program started with the
writing of How To Run Better Business
Meetings by 3M VP Bert Auger. Now in its
eighth edition this hard bound text is a
complete How -to guide for meetings, problem solving, the do's, and dont's of meetings and cost figures like the graph shown

on meeting costs.
For your free booklet to better financial
presentations, send this coupon to the
How -to meeting people today. It will help
you make points with your facts and
figures. And, with the people you're

presenting to.
r p � :x�

of participants
in meeting
Cost of Meetings to NearestNumber
Dollar, Per
Hour.
AAnnual
i

$50,000
$40.000
$30,000
$25,000
$20,000

10

9

8

7

6

5

4

3

$481 $433 $385 $337 $288 $240 $192 $144
385 346 308 269 231 192 154 115
288 260 231 202 173 144 115
87
240
216 192 168 144 120
96
72
192
173 154 135 115
96
77
58

Please send me my free copy
- —
of the 3M booklet on: How to
Make Better Financial Presentations
Please have a 3M How -to meeting representative call me.
NAME —
COMPANY

TITLE

ADDRESS
CI TY —

STATE

ZIP

Send to: 3M Representative, Visual Products Division 3M
3M Center, Bldg 220 -10W, St. Paul, MN 55101
Dept. F33
In Canada. 3M Canada. Inc., Box 5757, London, Ontario
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MANAGEMENT
ACCOUNTING
Career
Issues

Do Management Accountants Have an Image Problem?

10

By Robert Half
Based on recent survey findings, the president of a large financial and data processing
personnel agency says, indeed, they do. He has some recommendations on how management accountants can improve their status and prestige.

Psychology and Accounting: the Odd Couple?

14

By John R. Sauer
If accountants and other financial people can put basic psychology to work in dealing with
business people, they can become influential leaders as well as guardians of the vault.

Educating Management Accountants: What Do CMAs Think?

18

By Neal R. Van Zante
Although less than 30 90 of accounting students obtain public accounting positions upon
graduation, university courses tend to revolve around the career requirements of the future
CPA. What areas must the industrial accountant master in order to succeed? A survey of
those holding the Certificate in Management Accounting offers some answers.

Managing Stress

22

By Homer R. Figler
Stress is a healthy response to a dangerous situation —for a cave man. For an accountant,
too much stress can be dangerous in itself.

Accounting for Performance: Stressful —but Satisfying

29

By Richard W. Sapp and Robert E. Seiler
Accountants who participate in their company's personnel performance evaluation process seem to derive more job satisfaction even though they may be under greater pressure
from all sides. This study shows the relationship between involvement and role stress and
job satisfaction.

Toward a Code of Professional Ethics for Management
Accountants

36

By Terry K. Sheldahl
One of the hottest issues in management accounting right now is the effort to hammer out
a workable code of ethics. Some guidelines, problems, and related considerations are
presented here.

Management
Accounting
Issues

Accounting for Contract Costs and Value in the Forest Products
Industry

41

By Rod W. Ashby and George D. Funk
Accounting practices within this industry are controversial and vary widely. But reliable
contract cost estimates can be made as they are in other industries.

MANAGEMENT ACCOUNTING /AUGUST 1980

A Leasing Guide to Taxes

45

By Glen L. Duty
In tod ay's eco no my , leasing is an attractive, growing industry that bestows benefits on
both th e lesso r and lessee, but a maze of contradictory state tax laws signal prudence for
the unwary.

NAA
Chapter
Competition

Lybrand Awards -1980

52

Fo ur NAA autho rs are presented top awards for outstanding manuscripts submitted in
19 79-80.

The Winners!

55

For secon d co nsecutive year, Piedmont Winston -Salem wins Presidents' Award in inter chapter competition. Other winners: Stevenson Trophy, Mohawk Valley; Warner Trophy,
West Georgia.

Departments

Future
Issues

Data Sheet corporate income in constant dollars
Management Accounting Practices CASB rules on cost allocations

5
6

Institute of Management Accounting CMA review courses

8

Letters to the editor

9

People in the News all about members and other financial executives

59

Creative Accounting the liquid inventory that wasn't there —II

63

New Products a loo k at the marketplace

64

International issues in managem ent accounting are featured in Septem ber. The
pro blem s o f service ind ustries is the them e for the October issue. Other them es under
consideration are quantitative techniques, mergers and acquisitions, equity /debt financing,
accounting in the arts, accountants' liability, and quality control.

Cover:
Stress can
destroy —or
enhance —
management
accounting
careers. See
page 22. Photo
by Stephen
McCrea.
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Views expressed herein are authors' and do
not represent Association policy unless so
stated. Reprints of articles appearing in any
issue Of MANAGEMENT ACCOUNTING are available
from NAA's Special Order Department.
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Published monthly by National Association of
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FAS No. 33 Sounds an Alarm
Economic developments often occur slowly — almost imperceptibly —
reaching a crescendo before the realization of their impact strikes us,
leaving us little time to mull them over, only time to react. Sometimes it
is essential to take stock of what is happening. FAS No. 33 is a case in point.
The Financial Accounting Standards
Board's Statement No. 33, "Financial Reporting and Changing Prices," marks a
unique departure from the norm in accounting disclosure. Viewed at face value, it is
simply an attempt to translate financial
statements to show the true impact of inflation either through constant dollar accounting or through current cost techniques.
Further examination of this statement
would suggest that it discusses a matter of
genuine concern to businessmen regarding
the erosion of capital through inflation. I believe that while FAS No. 33
is principally an accounting and disclosure document, it can and
should serve another, more vital purpose. It is sounding an alarm over
the lack of investor confidence in the quality of earnings and the adequacy of current earnings required to support future growth and the
liquidity of businesses.
In this statement, the accounting profession gives at least tacit recognition to the disastrous consequences of paying income taxes on
fictitiously high levels of earnings based on historical costs and hence
losing capital available for reinvestment to stimulate productivity.
From that point of view, FAS No. 33 is serving a worthwhile purpose.
It also is a very cogent reminder to the management accountant that
as he faces the daily challenge of making decisions, he must be continually aware of the role that high inflation rates play in guiding decisions on pricing, reinvestment in plant facilities, and productivity.
When the implications of FAS No. 33 are weighed and evaluated
and the economic reality which brought it into being are considered, it
exposes the triple threat of:
• The erosion of capital necessary to increase productivity through
taxation of fictitiously high levels of earnings.
• The folly of wage and price controls and other regulatory moves
to dampen inflation rather than encouraging investment to increase supplies and productivity.
• The inadequacy of business to retain capital from internally generated funds and the lack of investor confidence in the private
industry.
Financial reporting will not cure these problems but Financial Management and the true recognition of economic reality can.
FAS No. 33, then, is an accounting theorem that should set off
alarm bells throughout government, business and the public sector.
We are facing potentially serious impairment of business financial
strength.
Alarms are designed to precipitate actions that will correct the original dangerous condition. In this case, management accountants must
keep their attention on replacement costs of their company's capital
structure and factor the added cost into all management decisions.
Neglect of this responsibility at the corporate level could lead to insolvency; at the national level, it is a prescription for disaster.
ROBERT J. DONACHIE
President, 1980 -81
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95% of Major Companies Use Leasing

Robert F. Randall, Editor

Corporate Income Falls as Reported
Under Constant Dollars, says P -W
In a preliminary survey of 1980 annual reports,
Price Waterhouse reported that income from
continuing operations computed in constant
dollars declined in every instance from the corresponding amount computed in historical units
of money. Excluding those companies whose
respectable profits deteriorated to substantial
losses, the average decline was 40 %. P -W
Chairman Joseph E. Connor pointed out, however, that high - technology computer companies reported improved results on a current
cost basis, "reflecting increasing efficiency of
productive plant and effective cost containment
in the manufacture of products." Mr. Connor
spoke at the annual meeting of the Financial
Analysts Federation.

New Dialogue Needed on Productivity
A three -day conference on productivity sponsored by the Work in America Institute called
for more cooperation between business, government, and labor to help improve productivity
and create a climate of greater cooperation
and mutual understanding. Specifically, the
more than 50 business, labor, and government
leaders attending the conference recommended the creation of a high -level national mediating panel to deal with disputes that arise between industry and government over federal
regulations, tax reforms, remedial economic
measures for small business, nontraditional
work schedules, long -term corporate and government planning, and greater employee participation, especially in the area of technological
innovation, The group emphasized the key role
of the chief executive officer in productivity improvement: "Without the strong leadership of
the CEO and his active involvement in changing the working climate within the company, we
cannot hope to regain an upward slope on the
productivity curve."
MANAGEMENT ACCOUNTING /AUGUST 1980

Approximately 95% of the 500 largest industrial companies lease at least one piece of their
data processing equipment, according to a
study by Alanthus Computer Corp., a Connecticut -based supplier of leased equipment. "The
demand for information is causing the country's
largest corporations to virtually outgrow their
computers within a few years after delivery.
The most common acquisition methods —buying, short-term renting and third -party leasing —
sometimes used simultaneously, apparently
give EDP directors the flexibility they need between new technology announcements," says
Jerry Minsky, Alanthus' president.

SEC Proposals Undermine FASB
Proposals by the Securities & Exchange Commission designed to integrate the Securities
Act of 1933 and the Securities Exchange Act of
1934 and which are intended to make the annual report to shareholders the basic disclosure
document undermine FASB authority, Arthur
Young & Co. says. In a comment to the SEC,
AY said, "we are opposed to the proposed
amendments to the proxy rules that would require financial statements included in shareholders' reports of virtually all publicly held
companies to comply with Regulation S -X. That
requirement would cause Regulation S -X, including future amendments, to become de facto generally accepted accounting principles
(GAAP), with or without FASB action through
its due - process procedures."

AAA Academic Independence Study
The American Accounting Assn. has formed a
committee to consider the relationship between
academic accountants and members of the
practicing profession. The committee is to
study the extent to which academic independence has been compromised by such things
as (a) financial support, (b) prior or prospective employment or continuing consulting relationships, (c) personal friendship, (d) professional advisory councils, (e) entertainment,
(f) opportunities for continuing education, and
(g) other possible influences.
Anyone who wishes to comment on such issues should write to Paul Gerhardt, American
Accounting Assn., 5717 Bessie Drive, Sarasota, FL 33583 for a more complete description of
the committee charge and the name of the
committee chairman.
6

Management
Accounting
Practices
Louis Bisgay, Editor

reporting by the plans themselves. The third
phase is a comprehensive project, now under
way, to consider all aspects of accounting by
employers for the costs of pensions and benefits; this project is not expected to be completed until 1982.
Statement No. 36 will be effective for fiscal
years beginning after Dec. 15, 1979, and for
complete sets of financial statements for interim periods within those fiscal years that are issued after June 30, 1980.

Seek Conceptual Framework Comments

CASB Rules on Allocation of Costs
The Cost Accounting Standards Board has issued Standard 418, the culmination of an effort
which led to the release of five separate proposed standards in March 1978. Allocation of
Direct and Indirect Costs requires that costs be
consistently classified as direct or indirect, establishes criteria for accumulating indirect costs
in indirect cost pools, and sets forth guidance
on allocating indirect cost pools.
Comments on the 1978 proposals pointed
out redundancies and overlapping, leading to
the Board's promulgation in July 1979 of three
sets of proposals. After considering all views
on the second series, the Board concluded that
it is appropriate to reduce further the degree of
specificity to the one Standard finally issued.
The CASB also concluded that the materiality
criteria already included in the Regulations are
appropriate for implementing CAS 418. The
standard becomes effective on Sept. 20,1980.

FASB Moves to Improve Pension
Disclosures
A new standard from the Financial Accounting
Standard Board is designed to improve pension
disclosures by employers. It requires the use of
consistent methods for measuring accumulated
pension benefits, both vested and nonvested,
and the assets available for those benefits.
FAS No. 36, Disclosure of Pension Information,
is characterized by a Board spokesperson as
an interim improvement in pension disclosures
by employers. The standard is the second part
of a three - pronged FASB approach to the overall problem of accounting for pensions.
The first step was completed with the issuance earlier this year of Statement No. 35, Accounting and Reporting by Defined Benefit
Pension Plans, which concerns accounting and
6

As the first step in an effort to differentiate between financial information that should be included in financial statements and data that
should be disclosed outside of financial statements, the FASB released an invitation to comment titled Financial Statements and Other
Means of Financial Reporting. Elaborating on
implications of the Board's statement on objectives of financial reporting by business enterprises which was issued in 1978, the document
states that some useful information is better
provided in financial statements and some is
better provided, or can only be provided, by
means of financial reporting other than financial statements.
The invitation to comment discusses the
most appropriate ways to disclose information
outside of the financial statements and the
kinds of companies that should be required to
make such disclosures. Guides are included to
assist in considering those questions.
The Board expects that comments received
will help it to decide whether the guide should
be formalized in a Statement of Financial Accounting Concepts. Comments on whether the
guides should pertain to non - business entities
as well also are solicited.

FASB Issues Second Concepts Statement
After holding deliberations during a six -year period, two public hearings, and reviewing over
250 letters of comment, the FASB issued Concepts Statement No. 2, Qualitative Characteristics of Accounting Information. The Statement
addresses the qualities of information needed
for investment, credit, and other decisions, and
declares that relevance and reliability are the
two primary qualities that make accounting information useful.
In an assessment of relevance and reliability,
the statement examines the ingredients of
those primary qualities, such as predictive and
Continued on page 62
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CEP
reat
COURSES
for this fall

1

-* , 2 DAY COURSE
CHICAGO — OCT. 22.23
HOLIDAY INN -MART PLAZA

This course Identifies and presents new
developments in the behavioral sciences
that are affecting management accounting. It shows how the human side of the
organization influences not only the
operations of the business but also the
effectiveness of the management accounting system.
Built around a series of lectures and
case studies, this course focuses on the
significance to management accounting
of recent findings in the study of organizatlonal behavior; it explores the impact
of these fin dings o n th e bu dgeting and
performance reporting system, and
shows how the findings can be used to
increase the effectiveness of the management accounting system. The course
Is Intended for accountants who design
systems, process data, and develop reports, as well as for managers who must
use these reports for evaluating performance and making decisions.
Course Outline
Wednesday 8:30.12:00
Management, Human Behavior and
Accounting
Managem en t ob jectives an d m an agement accounting /traditional and modern
approaches to man agem en t /organ ization goals and their impact on accounting effectiveness
Motivation
Motivation and morale/ motivational aspects of accounting/significance of budgets for motivatlon

1.00.4:30
Human Behavior Concepts
Individual needs, motives and goals /using Job Incentives /perception and effective management accounting
Human Behavior In Orp
Conflict and suboptimization caused by
budget misuse /reaction to budget pressure /attitudes and attitude changes /the
environment for creativity

De ACCOUNTING
FOR
LEASES
_-—

The purpose of this course is to analyze

and present the state -of- the -art of lease
a c c ou nt ing f ro m a ma na ge me nt a c c ou ntant's perspective. Included within this
purpo se are attempts to gain an understanding o f f inancial repo rting requirements applicable to leases; e.g., when to
ca p i ta li z e t he sub s ta nc e o f a lease
a gre e me nt .
Course Outline
Wednesday
8:30.12:00

Thursday 8:30.12:00
Improving the Effectiveness of Manage
me nt A c co unting

Behavioral aspects of responsibility acco unting /Impact o f cost allo cations o n
organizational behavior /ef f ective budge ti ng s y s t e ms
Coo rdinating Organizatio n Goats with
Management Goals
Budgge t Influe nc e on orga niza tion goa ls /
par ti c l pa ti ve budge ting /s hort -run vs .
long -run objectives
1:00.4:30
a a ha viora i Aspecis o f Accounting Reports
E m plo y ee r ea ct io n t o st anda rd s and
variance analysis /making expense co ntrol work /cost minimizatio n and managed co sts
Selecting M eaningful Measures o f P er.
formance
How perfo rmance measures af fect individual behav io risegment perf o rmance
measures that o ptimize o verall company
perfo rmancelimpact o f transfer prices,
return on Investment and net income on
orga niza tiona l be ha vior.
'Fees

Members
$290.00

A c c o u n ti n g t ur L e a s e r

Accounting for lessees /accounting for
lessors
Inception of the Lease
Accounting for Losses — Initial Direct
Costs
1:304:30
Lessee Guarantee of the Residual Value
of Leased Property
Accounting for Leases In a Business
Combination
Changes In the Provisions of Lomas
Agrssments Resulting from Refundings
of Tax - Exempt Debt
Losses of Certain Property Owned by s
Governmental Unit of Authority

No nm embe rs• '
5340.00

(P lease type or print)

Fees

MA 880

Name
Title
I Division,
Plant or Office
I Company
I City,
Street Address
State, Zip Code

Social Security No.

I Firm's Principal Product or Service
I NAA Member (Chapter)
I CMA Holder (Cert.#t
I Please register me for the following Courses:
I Print or type complete name of each Course
I( 1

=_ 1 DAY COURSE
SAN DIEGO — DEC. 10
TOWN i COUNTRY HOTEL

I

I

Members Nonmembers '
$145.00
$170.00

Registration Information
To register for any Course listed, fill
out and return the registration form
together with your check to:
National Association of Accountants
919
I n
Att: Third
CEP Avenue
Registrar
New York, N.Y. 10022
(212) 754.9758

I
Business Phone

I

(Account No.)

I

)

Dates

Nonmember

Location

Fee
$

*The fee for NAA Courses includes daily
luncheons, refreshments, and all
technical materials.

I "Nonmembers: The differential
per Course for nonmembers may be
I applied to NAA membership; or it
I may be applied against the dues of
an NAA member of the same firm
I (organization). The differential may
be used anytime after the Course is
completed and before June 30, 1982.

® Accredited by the Council for Noncollegiate Continuing Education

P.S. Participation is limited — Register early to reserve the location of your choice!

Institute of
Management
Accounting

Orlando
Dr. Thomas E. Phillps
Department of Accountancy
P.O. Box 25000
University of Central Florida
Orlando, FL 32816
(305) 275 -2322 or (305) 365 -7452

James Bulloch, Editor

—

GEORGIA

Potential CMA Review Courses

Savannah

St. Paul, MN 55105
(612) 647 -5219
MISSOURI

St. Louis
Mr. Clark Hickman
Continuing Education Department
School of Business Administration
University of Missouri -St. Louis
8001 Natural Bridge Road
St. Louis, MO 63121
314) 453 -5961
(

Dr. Gary R. Fane
Department of Accounting
University of North Florida
P,O. Box 17074
Jacksonville, FL 33216
(904) 646 -2630

NEBRASKA

Omaha
Dr. Wayne Higley
University of Nebraska at Omaha
60th Dodge
Omaha, NE 68182
(402) 554 -2655

the courses. The CMA review courses
are private programs and are not

ILLINOIS
Chicago

NEW JERSEY
Edison

sponsored by IMA. For spec ific information on a review c ours e, contact
the pers on listed.

Mrs. Adrienne Burns
De Paul University
25 East Jackson
Chicago, IL 60604
(312) 321 -7820
Person - Wolinsky CMA Review
Aida Shekib
(312) 481 -7389
Dr. M.H. Eftekhari
Roosevelt University
430 S. Michigan
g Avenue
Chicago, IL 60605
312) 341 -3843

Accounting Educators Colligation
7 Golf Road
Edison, NJ 08817
A. Tomlinson (201) 549 -5788
T. Houston (609) 499 -3675

Los Angeles

(

Dr. Grant W. Newton
California State University, Los Angeles
5151 State University Drive
Los Angeles, CA 90032
(213) 224 -2785
Mr. William R. Smith
Director of Professional Programs
School of Accounting
University of Southern California
Los Angeles, CA 90007
213) 741 -2441

Sacramento
&

Dr. Amin A. Elmallah
Department of Accounting
Management Information Systems
California State University
Sacramento, CA 95819
(916) 454 -6307
CONNECTICUT
Person - Wolinsky CMA Review
Phil Fresenius
(203) 624 -4776
Professor Richard M. Gilman
University of Hartford
200 Bloomfield Avenue
West Hartford, CT 06117
(203) 243 -4576 or (203) 482 -5457
FLORIDA

Jacksonville

Person - Wolinsky CMA Review
(212) 895 5899 or (516)
00
Out of NY State (800) 645 5460

DeKalb

NORTH CAROLINA

Professor David E. Keys
Accountancy Department
Northern Illinois University
DeKalb, IL 60115
(815) 753 -1637

Person - Wolinsky CMA Review
Joseph Krebs
(803) 523 -2186

INDIANA

Shelbyville
Joseph L. Basey, CPA
KCL Corporation
Shelbyville, IN 46176
317) 638 -6203 or 392 -2521
1- 800/426 -5431
MASSACHUSETTS

Boston
(See Hartford, Conn.)

Charlotte

Winston -Salem
Dick Warfford
P.O. Box 2507
Winston - Salem, NC 27102
(919) 724 -3671
OHIO

Canton
Leon H. Albert
Director of Continuing Education
Stark Technical College
6200 Frank Avenue, N.W.
Canton, OH 44720
(216) 494 -6170 ext. 249 or 255

Columbus
MICHIGAN

Flint
Hartford and Stamford

NEW YORK

New York City

-

Mr. Gordon E. Louvau
Director of CMA Review
Continuing Education
California State University- Hayward
25600 Carlos Bee Boulevard
Hayward, CA 94542
Contact: Mr. D. Detweiler
(415) 881 -3605

&

Hayward

(

CALIFORNIA

(

This list of CMA review courses is
prepared by IMA from inform ation
supplied by the organizations offering
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Mr. Ronald Briggs
Savannah NAA Chapter
213 Overlook Drive
Savannah, GA 31410
(912) 234 -1261 ext. 320

Detroit

Professional Education Associates
through General Motors Institute
c/o Dr. Richard Simonds
325 Eppley Center
Michigan State University
East Lansing, MI 48824
(517) 337 -7721 or (517) 355 -7486
MINNESOTA

St. Paul
Dr. Robert F. Taylor, Director
The Management Center
College of St. Thomas

Peg Thorns
Franklin University
201 South Grant Avenue
Columbus, OH 43215
(614) 224 -6388
OREGON

Portland
Darlene Rose
School of Business Administration
University of Portland
5000 N. Willamette Blvd.
Portland, OR 97203
(503) 283 -7224
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Some Points on Retired Equipment
In "Justifying Proposals to Save Energy" (March '80), Paul M. Scudiere provides a good discussion of basic capital
expenditure evaluation techniques. I
have some comments, however.
1. Regarding the replacement of existing capital assets, the author states
that "The only relevant aspect of the
equipment to be retired is the cash
inflow from its salvage proceeds."
The author does not address the fact
that the net book value for tax purposes will be written off when the asset is retired. This non -cash expense
will generate a tax shield, which for a
profitable company is a cash inflow
(in the form of an avoidance of a
cash outflow). This, of course, only
represents the accelerated expensing
of the previously capitalized amount
that would have been depreciated
had the asset not been retired prematurely. Thus the relevant cash flow
impact of the net book value of the
retired asset is the difference in the
present value of the tax shield that
would have occurred by depreciating
the asset over its normal useful life
and the present value of the tax
shield generated by writing off the
asset today. The net impact a positive cash flow due to the acceleration
of the tax shield.
2. As regards the additional first -year
depreciation allowance mentioned in
the article on page 48, it isn't relevant in most instances since most
companies have a multitude of investments exceeding the $10,000 lim
itation, This factor is, of course, applicable only for the first such
$10,000 of Investment.
3. There are two typographical errors
in the Notes to Table 2:
Note 3 reads Col. G = .46 (E +G)
but should read Col. G = .46
(E+ F)
—
Note 4
reads
COI. I
A + B + E + F 1 G + H but should
Col. I = A + D + E+ F+ G + H
Duane W. Ready
Calgon Corporation
Pittsburgh, Pa.
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Do Management Accountants
Have an Image Problem?
Many business officers a nd managers do not know
who the management accountant is or wha t he or she does.

By Robert Half

Robert Half is president
of Robert Half, Inc., the
world's largest
accounting, financial
executive and data
processing
employment recruiters.
He is a member of the
New York Chapter.
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What is a management accountant? The president
of one large corporation said: "It's a high class
name for bookkeeper."
What do management accountants do? "Mostly
routine work," according to a chairman of the
board. He added: "It's a low level job."
These responses are verbatim statements taken
directly from a just - completed survey designed to
measure awareness of management accountants
among corporate leaders. We conceived and developed the survey, which was conducted for us
by Burke Marketing Research, Inc., a leading international consumer research organization, from
its U.S. headquarters office in Cincinnati.
Before becoming a recruiter, I was a management accountant and prior to that I was employed
as a CPA. For years, I have felt that internal accountants do not enjoy the recognition and stature
they justly deserve. Unlike practicing certified
public accountants, who are held in high esteem
by the business community, management accountants appeared to have been relegated to a much
lower position in terms of prestige and status.
It was apparent to me that many —if not
most —top corporate executives' perception of
management or internal accountants was confused or inaccurate. Certainly the esteem and high
regard key executives generally had for practicing
0025- 1690/80/6202 -0001 /$01.00 /0

certified public accountants were usually lacking
in their attitude toward management accountants.
It was clear that this lack of awareness was a
major disservice to the nation's accountants —the
vast majority of whom are not C P A s a nd who do
not work in pub li c accounting. While salaries, bo nuses and promotions are linked to performance,
they also depend, to a large extent, on top management's recognition of the importance and significance ofan individual's position and function.
The chief purpose of our research project was
to develop through the use of a scientifically drawn nationwide random sampling a survey that
would reveal just what business leaders know
a b o u t —and think of— management accountants.
We also wanted to discover how top executives
view management accountants, in terms of prestige and status, as compared with certified public
accountants and with other positions in management.
100 Corporate Leaders
Interviews were completed with these 100 corporate leaders: Chairman of the Board (13),
Chairman of the Executive Committee (1),
Chairman of the Board and President (2), Vice
Chairman (2), President and Chief Executive Officer (3), President (41), Executive Vice President
(7), Senior Vice President (2), Vice President and
General Manager (4), Vice President (25).
Copyright © 1980 by the National Association of Accountants

Most (49) of the survey respondents were with
large corporations (1,000 or more employees).
Thirteen were with corporations with between 500
and 999 employees. And 27 were with corporations with between 100 and 499 employees.
Prestige of Management Accountants: The respondents were asked to rank six vocations (production manager, sales manager, management accountant, engineer, partner in major CPA firm
and data processing manager) according to their
status or prestige. For results see Figure 1.
"Partner in a major CPA firm" understandably
rated first in the evaluations of relative status, followed by Sales Manager and Production Manager, The only position considered lower on the
status scale than the Management Accountant
was that of the Data Processing Manager.
Preference for a CPA to Fill a Corporate Financial Position: When the survey participants were
asked to indicate whether or not they preferred to
hire a CPA for specific positions within their corporations, respondents overwhelmingly preferred
CPAs, except for the position of general ledger
bookkeeper. See Figure 2.
What is a CMA? The respondents were asked to
identify the term "certified management accountant" by choosing from a list of possible definitions, Less than a third (31 %) correctly chose

"recognition by the National Association of Accountants." 28% said they didn't know, 22%
thought it was recognition by the American Institute of CPAs, and 16% chose "a license issued by
state boards." Were the Chief Executive Officers
able to choose an accurate definition? Only one in
three did.
CPA or CMA? The survey participants were
asked: "To fill a financial executive position in
your corporation, would you prefer to hire a certified public accountant or a certified management
accountant ?" While 45% said they would prefer
to hire a CPA, only 27% voiced their preference
for a person with the Certificate in Management
Accounting_ 7% had no preference and 21%
didn't know (Table 1).
Accounting Background: Almost half of the corporate leaders said they had some accounting
background. And 14% described the amount of
their accounting experience as "a great deal." Interestingly, those top executives with no accounting background were more likely to select the correct definition of the term, CMA or Certificate in
Management Accounting (Table 2).
Less Than Enviable Image
Burke reported: "The term 'management accountant' was relatively unfamiliar to the majority

Figure 1
Who Has the Highest Status?

53%

Partner
major CPA
firm

Sales
manager
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Production
manager

Engineer Management
EDP
accountant manager

Management
accountants
have a long
way to go
before they
attain the
stature they are
entitled to.

into their company, only then did the large majority cite the position as one which is extremely important to the company." Clearly, their image, in
the eyes of those who run American business and
industry, is less than enviable. The recognition
1-11
due management accountants continues to elude
Y E S !
Weil, yes,
Yes!
them. The professional and social status of these
Surel
I suppose
Yes1
YES/
48%
1
might.
financial executives is, unfortunately, markedly
72%
a%
64%
5496
y4
lower than for many other respected professionals. Obviously, management accountants have a
long way to go before they attain the stature they
are entitled to.
The picture for management accountants is decidedly brighter in England and in Canada. In
Canada, the Certified General Accountant
(CGA) and the Registered Industrial Accountant
(RIA) —both similar to the CMA designation
tr
d
� 0
here —are almost as prestigious as the Chartered
Accountant. A similar situation exists in England.
U
Internal
Financial
Meaningful action is essential if management
Controller
—
auditor
analyst
accountants are to assume their rightful place in
General
the view of the business community and the genr
le dge r
,!
bookkeeper
eral public. A concerted public relations and eduC.F.O.
Mgr.,
cation campaign would be one step in the right
accounting
Treasurer
dept.
direction.
But the key, as far as I am concerned, is licensing.
If financial executives are to achieve the profesTable 1
sional and social recognition of practicing CPAs,
Whom Would You Prefer to Fill a Financial Executive Position?
there must be licensing of management accountants. How much stature would certified public acPrefer a Certif ied Public Accountant
44
countants have if they were not licensed by the
Prefer an individual ho lding CMA
27
state?
Consider what your attitude would be
Prefer a CPA with management ability
1
toward
doctors, dentists and lawyers if they were
No preference
7
not licensed to practice their profession —and
Do n't kno w
15
Do n't kno w what CM A is
6
were not subject to scrutiny and to penalties for
unprofessional
conduct.
Total respondents
100
Stockbrokers are licensed. Yet, they base their
buy and sell recommendations on information
generated by unlicensed corporate financial executives, Licensing will give management accountTable 2
ants the recognition they are entitled to. We must
What Is a CMA?
correct
Incorrect
broaden the base of accounting. We must offer the
Total
deflnkion"
definition
same
dignity to financial executives that we beI
%
I
%
Total respondents
I
%
stow on public accountants. I propose the estab36
52
Accounting background
47
47
11
35
lishment of the licensed management accountant.
Amount of experience:
The license would be issued by the state. All
8
12
14
14
6
19
A great deal
certified public accountants and certified manage18
18
1
3
17
25
A moderate amount
15
4
13
16
15
11
Very little
ment accountants would be eligible for the LMA
33
No accounting background
53
53
20
65
48
designation, and a "grandfather" clause would ap100
31
69
ply to qualified practicing management accountants. Others seeking the LMA designation would
'Correct definition: "Recognition by the National Association of Accountants"
have to pass the certified management accountant
examination and would have to meet criteria.
of the corporate leaders interviewed. Moreover,
It is also time for a major overhaul of the presthe position ranks low in status when compared to ent system of accounting education. It has been
other positions in corporate management, and es- estimated that some 60% of all public accountpecially when compared to a CPA. When asked ants ultimately leave the profession to work as
directly to describe in his own words the role a management accountants. It hardly seems logical
management accountant plays as he or she fits that accounting students must take courses deFigure 2
Would You Prefer to Hire a CPA for Position of:
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How Management Accountants are Perceived
What is the image that the term "management accountant" brings to mind? Judging from the
verbatim responses to the survey sponsored by Robert Half, the image of the management accountant is often vague or poorly defined. Here are some random responses elicted in response
to the question:
How would you describe management accountants as they fit into your company's organizational stucture?
Exec. V.P. The watchdogs of the fund.
Exec. V.P. Very important as part of management. There's no one who is not important. That
is very hard to answer. They're hired for Controller, Director of Budget Plan and V.P. of
Finance.
V.P. We don't have that type of position. We are a very small company.
Pres. Controller or Vice President of Administration.
Dir. Mkt. Res. Sort of a controller -type of function, monitoring day -to -day operations.
V.P. /G. M. I view them as a very important staff function. They interpret financial data and
trends read from the data. In our company we bring them in as Assistant Controller and they
can evolve into full Controller.
Pres. We call them Plant Accountants. They run P &L and statements. They could run budget,
trial balance. All of the above and Budget Director, Cost Accountant.
Pres. They supervise bookkeeping and handle cash flow.
Pres. & C.E.O. I don't know what the term means.
V.P. All kinds of accounting in corporate structure.
V.P. /G. M. Plays a vital part internationally and domestically.
Business Mgr. At the junior executive, junior management level. I can't answer that question
off the top of my head. I'd need more time to think it over.
Sales Mgr. Very important, very necessary for cost accounting and inventory control
Nat'l. Sales Mgr. I don't know. We don't have one. I'm not familiar with that term.
Mgr. Corp. Ad v. Someone to keep tabs on all financial aspects of company.
V.P. They are an auditing set -up, whether internal or external auditing. They keep us up to
snuff in proper procedures in handling accounting matters.
Pres. Invaluable —A Controller.
Pres. Our company is unique, not manufacturing per se; we don't have a need for management
accountants. We are processors.
Pres. What is their function? I know operational accounting supervisors and other positions.
But I don't know what a managment accountant is.

signed to prepare them for the CPA exam if their
goal is management accounting.
Why not give college students the option of
studying for either public accounting or private
accounting? Why not give management- oriented
students the education they need to pursue their
goal from the outset?
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Forcing aspiring financial executives to study
for public accounting is like insisting that medical
students prepare for dentistry before they're permitted to practice medicine. It just doesn't make
sense. A basic change in the accounting education
process would produce better public accountants
and better management accountants.
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Psychology and Accounting:
the Odd Couple?
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If you want to be effective, you have to know your cutting edge.
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By John R. Sauer
The film and television series, The Odd Couple
depicts two men with very different personalities
trying to live together. As an observer you can
appreciate that each stands to learn a great deal
from the other. The slob can learn consideration,
planning and order from his roommate, while the
compulsive "Mr. Clean" half can learn flexibility,
humor and perspective from his less disciplined
companion.
Similarly, psychologists and accountants who
have different backgrounds and different work behavior patterns can learn from each other. The
accountant, especially, can benefit by applying basic psychological principles to his office to make
his dealings with coworkers smoother and to understand their behavior. Accountants tend to view
economic and business problems complexly but
oversimplify human problems at times. On the
other hand, psychologists do just the opposite —
analyze human problems to the point of diminishing returns while glossing over the complicated
realities of economic and business problems.
To take this analysis a step further, imagine
that you and I took a battery of tests for career
planning purposes. The results of my tests tell me
that I, the psychologist, think rather than act, am
independent, like ambiguity, dislike repetitive activities, have values and attitudes which are liberal
if not unconventional, need to express myself, am
0025-1690/80/6202-3301/$01.00/0

somewhat impulsive or emotional, prefer intellectual pursuits and enjoy enlightening and helping
others.
In looking at your battery of tests, we might
find that you, the accountant, like action, prefer to
lead others, identify with group or organizational
goals rather than with independence, are cheerful
and sociable, have a high energy level, prefer systematic verbal and numerical tasks, are orderly
and practical, and prefer tasks which require
structure or the need to structure an ambiguous
situation.
So here we are —you and I —the Odd Couple.
What do we have in common, and what can we
gain from each other? For one thing, our two
fields are beginning to overlap. In your field, increasingly sophisticated computing equipment
and analytical techniques are changing the nature
of your work and, therefore, the type of knowledge of those who will succeed will change. My
career planning summary is, frankly, a bit dated.
Psychology tells us a lot about the kinds of people
who have been successful in the past but does not
shed a lot of light on the future.
You are becoming more involved in operating
decisions, already have become involved more
with senior management decisions and policy development, and are being confronted with highly
unstructured challenges in such areas as corporate
planning, mergers and acquisitions, the analysis of
potential profits in new products and site feasibiliCopyright 0 1980 by the National Association of Accountants

ty studies. Your role is changing from that of the
green eyeshade stereotype to an action - oriented
executive who plans rather than keeps score for
others.
As for the psychologists, we are becoming more
pragmatic and specific, less "blue sky." We are
coming to realize that we must operate in the real
world which means that platitudes handed down
from the ivory tower will not suffice. We must talk
about time, cost, and benefits when we work with
our business clients. By being more specific, we do
more for our clients, which in turn improves our
financial picture.
Where Do Our Fields Merge?
Psychology and accounting share common
ground in at least a couple of fields. One area is
psychological economics, which helps explain
why businesses really do not try to maximize profits even though they say they do, or why consumers save more in times of high inflation when realistically they should be buying before their money
loses its value, or why business sentiment sometimes has more of an impact on the financial markets than do factual indicators or economic wellbeing.
A second area is that of human resource accounting. What is the actual bottom -line result of
high morale, a condition associated with low turnover? Do management training programs make an
appreciable difference in profitability? How much
money does a corporate counseling service return
in terms of lower visit rates to doctors when psychological symptoms are often the reason for the
initial visit? How many additional days of work
are salvaged by instituting a good alcoholism and
drug treatment program? Do the costs of scrap
and lost -time accidents outweigh profit and customer satisfaction gains when workers are forced
to work longer hours? And, finally, how much do
contributors to executive stress cost the company
as a result of death or prolonged illness brought
on by ulcers, heart attacks and strokes?
Although we psychologists and accountants
start from different points of view, our goal is the
same; to help organizations function intelligently
using all their resources wisely. You, the management accountants, are getting involved in areas
that are increasingly abstract and nebulous, and I
am becoming more realistic and focused. In order
to show you how our fields can benefit from each
other's knowledge, I will examine some major areas where psychology plays a strong role in the
work of the accounting profession. This discussion
may provide some hints which will help you put
psychology to use.
Dealing with Human Resources
There are many ways in which your work impacts on things psychological —on the people asMANAGEMENT ACCOUNTING /AUGUST 1980

pects of organizational functioning. I would like
to focus on three. From my standpoint, that of a
consultant working in a broad variety of organizations, these issues are the most critical and pervasive psychological issues facing you.
Topping my list is the issue of the image of
accountants in their organizations. Let's.get to the
psychological roots of this image. What would
your answers be to the following four questions?
L Mr. Jones, would you approve this requisi••
tion form for a new mag card typewriter for
the men's room?
2. Mr. Jones, do you think we could have our
checks three days early so we could have
plenty of time to get ready for the holiday?
3. Mr. Jones, our charity would like your firm
to contribute $4 million to build a spa for
disabled sparrows. Could you help us out?
4. Mr. Jones, we would like to buy the building across the street to use just in case we
might need more warehouse capacity in the
next five years. Can you support our idea?

Management
accountants
function
superbly in the
art of saying
NO.

The typical, stereotype accountant would, of
course, give a resounding "No!"
True to your profession, you function superbly
in the art of saying no because you have to do it
all the time. Persons receiving the "no" answers
may get frustrated, however, and frustrated people tend to do strange things. First of all, they get
rid of many frustrations by stereotyping others. In
your case, the terms "bean counter" and "nit
picker" are thrown your way frequently. You and
I know that accountants have many different personalities, styles and qualities, but this fact is lost
on the person who is frustrated.
Frustrated people also like to project blame
onto others. In your case, employees frequently
claim that accounting is ruining the company —
that the place would be a wonderful place to work
if it weren't for those green eyeshade folks. Frustrated people also lose their ability to solve problems rationally, so they argue a lot and, if that
fails, do end runs around accounting to get their
needs met in other ways and places.
When you are bypassed, you get frustrated and
develop a protective shell. You then become cop
and enforcer rather than helper. The remedy for
this is basic: Confront the critics daily so they can't
stereotype you. By staying in daily touch with people, you will have pleasant interactions and will
focus on problem prevention rather than "Mother, may IT' In addition, you will learn about people and their plans so you can work with them to
develop more realistic strategies. They will come
to see you as your good old lovable self rather
than guardian of the vault. You still will have to
say no to people, but your personal interactions
with others, or body language, will contain fewer
noes than your verbal responses.
15

Avoid Information Overload

What is the
actual bottom line result of
high morale?

Number two on my list of psychological issues
for accountants to consider is information overload. Suppose you tried to count some pieces of
paper as I threw them into the air. Imagine, further, the first time there were two pieces, and the
second time there were four. The third time, however, there were 16. At what point did the sheer
quantity of things overwhelm your ability to
count them?
As you're all aware, we can process only so
much information at once. Our nervous system
works up to certain capabilities and then it overloads, and being overloaded is an uncomfortable
feeling. The bestseller, Future Shock,suggests that
current events are changing so rapidly that our
ability to cope is unable to keep up. In fact, the
accounting profession would never have developed if we had been blessed with high -speed eyes
and computer -like brains.
Two years ago, I was at a small, yet growing,
manufacturing firm, talking with an old -time
manufacturing manager. As we talked, I asked
what sorts of management information systems
and controls the company had. At that point the
manager snorted that the company had a very
complete system and it wasn't worth the powder
to blow it to hell. He pointed to a rather thick set
of computer printouts piled in the corner, all
bound and gathering dust. "Those guys in the accounting department give you a readout on everything. The only problem is that I don't have time
to waste wading through it all. There is just too
much information there to digest in a meaningful
way."
The solution, and it's a challenge, is: Keep it
simple. Studies on decision - making show that
only three or four key items are needed to make
the most important decisions. In other words, that
is all that we as human beings can keep in our
heads at any one time, unless we are doing computer modeling or working with advanced statistical concepts in our decision - making processes.
Finding out from departments what these key
items are can lead to tailor -made reports that get
used rather than general summaries that gather
dust.
Involve Employees in Change
The third area where psychology can assist accounting is that of organizational change. Accountants' work, particularly in recent years, is
heavily involved in this issue. It is a given that
people have trouble coping with change and that
they resist it. For example, in bringing in a new
computer or developing a new reporting system,
you are directly involved in changes in how people
live and how they view their jobs. This also is true
of mergers and acquisitions and facilities plan-
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ning. All too often, the approach that emphasizes
the technically and economically feasible ignores
the humanly feasible.
More than 20 years ago a pajama plant decided
to bring in new equipment to boost output. Every
sort of cost -benefit analysis revealed that this was
the way to go. The president was a forward -looking person who had been involved with some social scientists at a local university. They advised
him to try an experiment to examine two different
ways of introducing the change. In one location,
the employees and their supervisors were brought
in and told of the planned change. They were then
broken up into committees to work through the
scheduling, training and other potential problems.
In the other location, the plan was announced but
the equipment was simply installed and employees
trained in its use.
In the first installation, productivity dropped
slightly from the older levels as employees learned
to use the new equipment, but it rose dramatically
shortly thereafter to a point where the fondest
dreams of management for higher output per unit
of labor were realized.
In the second facility, productivity dropped and
continued to drop to about half its former level.
The new equipment was not realizing the gains
which had been hoped for. In addition, there was
considerable complaining and some turnover followed. Only after meetings like those used in the
first location were held did output rise and eventually move up to the levels seen in the other location.
In another instance, a high - technology company decided to relocate from urban Los Angeles to
a rural community on the California coast. Again,
the financial factors such as transportation, local
wages, and land costs were key factors in the decision to relocate to this particular site. After the
move, however, a number of unanticipated people
problems arose. First, a number of executives decided not to make the move because they felt they
would be professionally isolated in a high- technology industry where new developments were occurring constantly, and many preferred the amenities of urban living such as major league sports,
concerts and museums to the joys of a less crowded, less hectic environment. In addition, the hourly labor pool turned out to be so poorly educated
that professional and technical skills had to be
taught at great expense or imported from other
areas. This organization now is contemplating a
move back to Los Angeles.
In both of these situations, it turned out to be
important to ask ahead of time what impact these
changes would have on people. Proper planning
and involvement on the people side can do much
to make such changes smooth and to gain the
commitment of people in the organization. The
early involvement of employees who must make
MANAGEMENT ACCOUNTING /AUGUST 1980

the change also will help people understand the
need for the change and will expose many unusual
problems early.
Business People Must Be Flexible
Some time ago a Texan wanted to buy a blanket
for his horse. He went into a store where the owner turned out to be a sharp merchant and a quoter
of the Bible. When children would buy candy, he
would say, "Out of the mouths of babes . . .
When people would buy bread, he would say,
"Man does not live by bread alone."
The Texan looked at a pile of blankets all the
same quality and price as far as the proprietor was
concerned. He asked, "How much is this red blanket?" The store owner answered, "$20." "That's
not good enough for my horse. How about the
blue one ?" The owner's mind worked feverishly.
"Ah, $50 for that one." "That is still not good
enough," replied the Texan. "How about the tan
one ?" The owner was nervous, but replied:
"$100." The Texan said, "That's great." He
bought the blanket and left with a big smile, and
as he departed, the store owner sighed: "You sent
me a stranger, and I took him in!"
The shrewd businessman remains flexible. As
the accountant's role becomes increasingly complex, the need to be a flexible leader will increase.
Because new challenges are looming in the accounting field, increasing flexibility and insight
into people will do much to help you apply your
knowledge and expertise while winning the confidence and support of your coworkers.
Know Your Cutting Edge
Many accountants, however, are reluctant to
take a hard look at themselves as people and particularly as managers. Yet this is essential if they
are to be effective. We like to say that managers
should look at themselves as tools and should
know their cutting edges if they are to be effective.
Ask yourself these questions as you start to look
at yourself and the impact you have on those
around you:
1. Am I sure that I recognize the problem,
and am I willing to explore the problem
openmindedly?
2. Am I more interested in getting the wash
out than I am in helping others get the
wash out?
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"In summary, gentlemen, cost factors and overall
production gains in terms of peak efficiency output
projections indicate that the executive washroom be painted
robin egg blue trimmed with muted flame pink. "
3. Do I feel others are important to the enterprise or do I characteristically belittle
them ?
4. Do I generally take a com pany -wide point
of view, o r d o I take the my depart ment
point of view and the com pany be dam ned?
5. Do I know other s as people, or do I know
them only superficially?
6. D o I see m y ro le a s a cr it ic , enforc er or
scorekeeper, or as a leader?
Maso n Ha ire , on e o f m y m en tor s at Be rkeley,
wrote a book on managerial psychology m ore
th an 20 years ago which gave a good definition of
managers. He sa id that m an age rs ar e m an age rs
because they have m ore work than they can do by
th em selves— therefore they need the help of their
people to get their work done. This statement is as
true today as it was then and applies no t only to
managers, but to professionals.
To the extent you can be knowledgeable about
y o urself and the im pact you're having on others,
an d to the exten t you can under stand them , you
increasingly will be ab le t o ge t t he s up po rt and
h elp of those aroun d you. As a re su lt , yo ur im pact, power, and effectiveness will increase.
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Educating
Management Accountants:
What Do CMAs Think?
Survey results indicate that more emphasis
needs to be placed on learning how to understand
and interpret financial statements than on how to prepare them.

By Neal R. Van Zante

SW

Neal R. Van Zante is an
associate professor of
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of accounting education also will find the opinion
of the industrial accountants informative.
Most accounting students follow courses ofstudy
Readers who are employed as industrial acthat are heavily influenced by the requirements of countants can use the survey results as an aid in
public accounting and the CPA examination. planning company and personal professional deHowever, according to the American Institute of velopment programs. Students can gain an insight
Certified Public Accountants' annual studies, less into what potential employers will want —and exthan 30% of accounting students enter public ac- pect —from them. This may provide guidance to
counting positions upon graduation. Accounting the student in selecting elective courses and decidgraduates who do not directly enter public ac- ing on topics of supplementary study. Readers
counting positions may be ill- equipped to meet the who are contemplating a move from a non- indusdemands of their accounting careers.
trial to an industrial position may also find the
Recognizing the different educational needs of results useful.
management accountants, NAA established the
I mailed 400 questionnaires to a stratified ranCertificate in Management Accounting (CMA) dom sample of 270 industrial accountants and 130
program. Presumably, those who have earned the accounting educators. Respondents were asked to
Certificate form a resource pool of knowledge on rate the importance of 28 management accounting
preparation for management accounting careers. I topics to the curriculum of a student who wishes
recently surveyed this group on the importance of to pursue an industrial accounting career immediselected management accounting topics to the ately upon graduation from a university. Table 1
curricula ofstudents who wish to pursue industri- provides details of the usable responses received.
a] accounting careers.
The findings may be useful in several ways. If Financial Topics Given High Importance
The mean rating of the importance of each
you are an educator, you may want to compare
your opinions with those of other accounting edu- topic is given in Table 2. The topics are arranged
cators who are CMA holders. Educators who be- in order from highest to lowest mean rating.
lieve practical application is an important aspect
Although the average value of the zero -to -five
0025- 1690/80/6202- 3049/$01.00/0
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rating scale is 2.50, the average rating of importance assigned to the various topics by the respondents was 3.54. This high average rating does not
appear unusual because the questionnaire topics
form the basis of the CMA program and therefore
few respondents felt that many topics were of little
(1) or no (0) importance.
As might have been expected, topics most closely associated with the subject matter covered in
traditional
managerial accounting courses
achieved relatively high mean ratings. However,
traditional finance topics also fared well with
"Long -term Finance" bringing up the rear in the
twelfth position. The high ratings on finance
topics suggest that students who wish to pursue
industrial accounting careers may find that certain
finance courses can be extremely beneficial to
them.
The slightly higher rating on "Financial Statement Analysis" than on "Financial Statement
Preparation" may indicate that more emphasis
needs to be placed on learning how to understand
and interpret financial statements than on how to
prepare them. Of course, these two topics go
hand -in -hand because the student who understands the information, or lack of information,
contained in financial statements is also better
equipped to prepare financial statements.
The relatively high mean rating attained by
"Information Content" suggests that knowledge
of the cost and value of information and of the
means of communicating information effectively is
essential to the success of individuals who wish to
pursue industrial accounting careers. Knowledge
of how individuals react to information and how
different communication methods affect behavior
also appears to be considered essential. This is
suggested by the relatively high mean rating on
"Behavioral Implications of Information."
The relatively higher mean rating achieved by
"Computer Systems" (ranked ninth) as opposed
to "Computer Programming" (ranked twenty seventh) suggests that knowledge about computer
capabilities, control devices and how the computer can be used for various business activities is of
much greater importance than knowledge of computer programming languages. This phenomenon
might indicate that curriculum requirements for
computer courses at some universities need to be
reexamined.
The topic rankings shown in Table 2 indicate
only the relative "importance" of the various
questionnaire topics. A low ranking does not necessarily imply that a topic is perceived as having a
low level of importance. As a matter of fact, no
topic received a mean rating of "little importance," and only two topics ( "Computer Programming " and "Social Measurement and Reporting") achieved mean ratings of "below average importance" (below 2.50 on the rating scale).
MANAGEMENT ACCOUNTING /AUGUST 1980

Table 1
Who Answered Our Questionnaire?
Ma i l e d

Us e ab l e

Re sp o ns e

Industrial accountant
Accounting educator

270
130

150
72

55.56%
55.38%

Totallaverage

400

222

55.50%

� I
Table 2
Mean Rating: Importance of Each Topic
Rank

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Topics

Mean r at i ng'
In = 222)1

Cost behavior
Capital budgeting
Variance analysis
Financial statement analysis
Info rmatio n co ntent'
Forecasting
Financial statement preparation
Working capital management
Computer systems
Segment acco unting
Conventional valuation bases'
Lo ngterm f inance
Behavioral implications o f inf ormation'
Ethical considerations
Internal auditing
Tax regulations
Motivation and perception
Major regulatory bodies
Microeconomic theory
Organization theory
Quantitative methods
Macroeconomic theory
Independent auditing
Other valuation bases
Other groups
International re porting
Computer progra mming
Social measurement and reporting

4.45
4.25
4.23
4.17
4.16
4.11
4.10
4.09
3.97
3.95
3.88
3.79
3.73
3.66
3.57
3.50
3.48
3.41
3.38
3.29
3.16
3.14
3.10
3.00
2,58
2.57
2.29
2.07

Average rating of importance

3.54

0 = No Importance, 1 = Little Importance,
2 = Below Average Importance. 3 = Above Average Importance
4 = Very important, 5 = Extremely Important
' Knowiege of cost, value, and means of communicating information,
including report design
' and generally accepted accounting principles
•�includes�how�individuals�react�to�information�and�to�different
communication methods

t

r

Why Do Groups Differ in Judging Im portance?
Table 3 presents the rank and m ean rating given each topic by the two subgrou ps- ind ustrial
accountants and accounting educators. The topics
are lis te d in ra nk or de r of im po rt an ce to t he industrial accountant subgroup.
The average m ean rating assigned to the topics
was 3.74 by the accounting educator subgroup
an d 3.44 b y the indus trial accou ntant subgroup.
This higher average rating by the accounting educator subgroup m ight suggest that accounting edu cato rs t end t o overra te th e "im por tance " of the
university's role in the total training of the indus19

Table 3
Importance Given Each Topic -By Group
Rankimean ra ting'
Industrial
accountants
in -1501

Topics

Cost behavior
Financial statement analysis
Information content
Capital budgeting
Variance analysis
Forecasting
Working capital management
Financial statement preparation
Computer systems
Segment accounting
Conventional valuation bases
Long-term finance
Ethical considerations
Behavioral implications of information
Motivation and perception
Internal auditing
Tax regulations
Organization theory
Major regulatory bodies
Microeconomic theory
Macroeconomic theory
Independent auditing
Quantitative methods
Other valuation bases
International reporting
Other groups
Computer programming
Social measurement and reporting
Average rating of importance

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)
(19)
120)
(21)
(22)
(23)
(24)
(25)
(26)
(27)
(28)

4.351
4.16
4.15
4.141
4.13
4.12
4.02
4.01
3.97
3.88
3.82
3.69
3.64
3.63
3.62
3.38'
3.351
3.27
3.261
3.221
3.10
2.971
2.921
2.711
2.53
2.47
2.17
1.87'
3.44

Accounting
educators

(1) 4.672
(6) 4.21
171 4.19
(2) 4,491
(3) 4.41
(9) 4.09
(5) 4.23
(4) 4.30
(13) 3.96
18) 4.11 i
110) 4.03
01) 4.00
(17) 3.73
(14) 3.91
(22) 3.40
112) 3.97=
(15) 3.81=
123) 3.33
(16) 3.74'
(18) 3.71'
(24) 3.24
(21) 3AW
(19) 3.631
(20) 3.601
(26) 2.64
125) 2.80
(27) 2.53
(28) 2.501 ;

,

4.74

Rank: 1 = Highest, 28 = Lowest
0 = No Importance, 1 = Little Importance,
2 = Below Average Importance, 3 = Above Average Importance
4 = Very important, 5 = Extremely Important
' Accounting education mean rating is significantly higher than industrial
accounting rating at the .01 statistical level.

trial accountant. Another explanation may be that
accounting educators realize that while too much
education may be inefficient, too little education is
disastrous. One accounting educator commented
that "all these topics are important to the well rounded industrial accountant and more knowledge in any area is better than less." Alternatively,
the higher average rating by the accounting educators may be partially due to the "anticipated"
future importance of some topics. For example,
accounting educators rated "Social Measurement
and Reporting" significantly higher than did industrial accountants. This may be because this
topic has received a great deal of attention in recent accounting literature.
Another explanation of the higher average rating by accounting educators may be that a majority of industrial accountants rate "importance"
from a practical viewpoint. That is, to them "importance" means direct usefulness. The majority
of accounting educators, on the other hand, probably rate "importance" from a broader point of
view which may include other factors as well.
20

Some subject matter may be academically important because it aids in developing an individual's
analytical ability, or because it aids in providing
an individual with a "well- rounded" education.
The same subject matter may offer little or no direct on-the-job usefulness. However, practical application appears to be a common criterion which
would at least partially influence the ratings given
by both groups to the questionnaire topics.
The accounting educators rated ten topics significantly higher (at the .01 level) than did the
industrial accountants. However, the statistical
correlation calculated between the two topic rankings ( +.93) suggests a high level of agreement
between the two subgroups in respect to the relative importance of the various topics.
Only three topics achieved higher mean ratings
from the industrial accountants than from the accounting educators. "Motivation and Perception"
attained a mean rating of 3.52 (ranked 15th) for
the industrial accountants and of 3.40 (ranked
22nd) for the accounting educators. This phenomenon may suggest that accounting educators
tend to underrate the importance of behavioral
topics or that industrial accountants are more
confident than are accounting educators about the
ability of universities to provide appropriate coverage on this topic.
The two other topics, "Forecasting" and "Computer Systems," achieved only slightly higher
mean ratings from industrial accountants. In addition, five other topics were ranked at least three
positions higher by industrial accountants than by
the accounting educators: "Financial Statement
Analysis," "Information Content," "Ethical Considerations," "Organization Theory," and "Macroeconomic Theory." Perhaps these topics deserve
special consideration by those responsible for curriculum and course content decisions.
Interpreting the CMA Survey
The reader must exercise caution when interpreting the results presented here, because as in all
surveys, certain limiting factors are present.
First, all survey respondents were holders of
the Certificate in Management Accounting. To
qualify as a CMA an individual must successfully
complete a five -part examination and have two
years of professional management accounting experience. In addition, CMAs must meet specific
continuing education requirements to retain their
certificate. For these reasons the results presented
here may not be representative of the opinions of
accounting educators and industrial accountants
in general.
Second, each respondent's ratings probably reflected his perceptions of the role which universities should play in the total training of industrial
accountants. The purposes of accounting education are to provide the student with sufficient
MANAGEMENT ACCOUNTING /AUGUST 1980
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the detail with which it should be taught. For example, respondents may have perceived that it is
"extremely important" to provide students with at
least "brief' exposure to a topic. This does not
mean they feel it requires extensive treatment.
Conducting More Detailed Studies
A more in -depth survey of industrial accountants and accounting educators is probably necessary. The survey should include a wider range of
respondents than did the current study. Additionally, an attempt could be made to compare the
respondents' opinions to the actual coverage colleges give to the various topics. Similar surveys of
internal auditors and governmental accountants
also may provide important information.
Because the educational needs of accountants
are subject to change, follow -up studies of this
kind should be conducted periodically. Continuous information about the relative "importance"
of curricula topics to the users of accounting education may be of great use to accounting educators who must keep their curricula relevant to the
career needs of their students. Continuous information of this kind also may be important to other individuals who want to keep abreast of new
requirements in the field of management accounting.
1:1

•

technical know -how to meet the requirements of
his entry -level position with only minimal on -thejob training and to develop the basic knowledge
and skills which will enable the student to succeed
in his professional career. A respondent's ratings
likely reflected his opinions about how knowledge
and skills are best acquired, Some respondents
may have felt that certain knowledge or skills can
only be acquired through on- the -job experience.
Other respondents may have felt that the same
knowledge or skills can be at least partially acquired in an academic setting.
Third, each respondent's ratings were probably
affected to a large extent by his individual experiences. Although those surveyed were requested to
disregard the particular requirements of specific
companies or industries, one industrial accountant
correctly asserted that "it is impossible to disregard such matters due to the limited exposure
each individual has to various situations." This
observation tends to support the need for studies
like this one to identify a "common body of
knowledge" by gathering opinions from a large
number of accountants with a wide variety of experiences.
Finally, the ratings of "importance" do not give
us a direct view of the amount of time each respondent felt should be devoted to any topic or

NAA's Conference on FAS No. 33, given in
N.Y, and Chicago, were both highly successful. The conference is being offered
again in Los Angeles, Sept. 23, 1980.

Speakers:
• B. Clare Harris, Assistant Controller,
Monsanto Company
• Thomas A. Ratcliffe, Professor,
Texas Tech University
Several prominent authorities will analyze
• Edward Cheramy, Partn er,
Current Cost and Constant Dollar Accounting
Price Waterhouse & Company
and how to app ly FAS No. 33.
• Harold E. Arnett, P rofessor,
Register now and learn, firsthand, the latest
University of Michigan
thinking and applications on this timely and
• James L. Wilson, Technical Accounting
controversial subject that will affect your
Coordinator, Atlantic Richfield Co.
company's bot to m l in e i n the years to co me
Chairman: Robert G. Chapman, Chairman of
the Board Zieman Manufacturing Co.
Location: Hyatt House at Los Angeles Airport
Time: Tuesday, September 23, 1 9 8 0
Fee: 1 Day Conference $ 125.00

9:00 a . m, to 4 :4 5 p .m.

(Includes Luncheon and T echnical Materials)

'Statement of Financial A ccounting Standards No. 33. "Financial Reporting and Changing Prices"

Regis trat ion:
Call /write NAA Registrar today at 212/754 -9758
or National Association of Accountants
919 Third Avenue, New York, N.Y. 10022
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For additional information:
Call Patrick Romano
at (212) 754.9759
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Managing Stress
Caution: This article may be distressing for some readers.

By Homer R. Figler
Stress is a direct cause or a major contributor to a
vast m ajo rity of man 's d iseases.
Even worse, if yo u are m idd le -aged, chances are
on e in ten y ou will d ie fro m o n e of these diseases
in t he ne xt fiv e - to - te n ye a rs .
Homer R. Figler is a
principal in
management
consulting services for
Ernst & Ernst. He holds

a B.S. degree in
psychology from the

University of
Rochester, and M.A.
and Ph.D. degrees in
industrial psychology
from the University of
Maryland. He is a
member of
Westchester Chapter,
through which this
article was submitted.

Directly o r ind irectly, stress is involved in a
staggerin g n u m ber o f fatalities every year.
Did t h o se stat em en ts ca u se your hear t to beat
faster or y ou r p alm s to sweat? Relax. You're experien cing stress.
Fro m b oth a p ositive an d a n egative standpoint,
stress h as alway s b een a p art o f m an's existence.
To d ay, h o wever, it h as beco m e for too m any people mo re n egative th an p ositive.
On e o f t h e b a sic prob lems with stress is that
most p eo p le kn o w alm o st no th ing about it, and
th o se wh o write ab o u t it freq u ently waste the attention span o f th e ir read ers with technicalities
that the average p erso n gen erally neither wants
n o r n eed s to kn o w. Fo r o u r p u rposes here, stress
is the respo n se that yo ur bo dy m akes to the physical an d p sy cho lo gical even ts that you experience.
Th ese respo n ses in clu de:
•
•
•
•
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Th e p h y sical th in gs th at h ap pen to you,
Th e em o tio n al th in gs th at h appen to you,
Wh at y o u believe is h ap p enin g, or
Wh at yo u feel is going to hap pen.

0025- 1690/80/6202- 2447/$01.00/0

In "prehistoric tim es ", stress was a vital factor
in m an's survival. Born into the world naked,
without weapons, food, shelter or clothing, m an is
extremely vulnerable to many things. In a very
real sense, he is a fragile, puny creature, who very
early in life recognizes that the world is filled with
things that can injure or kill him . Man's body was
constructed for running and the stress response
(keep in mind that "str ess" is your body's response to a physical or psychological stim ulus)
provid es th e body with that "lit tle b it " of extra
boost it needs to escap e a dinos aur, kill its enem ies, or run down a sm all anim al for dinner. The
sam e response m arshals the body's forces to heal
an injury or to keep going to close the books at the
year -end, and it can be stim ulated into action, on
direction, solely by your m ind.
Str ess ha s b een te rm e d m an 's "fight or fligh t"
respon se. Th e cave m an w alking throu gh the forest, upon meeting another cavem an or a saber tooth ed t iger, hea rs his br ain t ell him " Go, m an,
go ". His stres s respons e dum ps a variety of hormones into his bloodstream, making him b etter
able to fight or escape. As it turns out, am ong all
the anim als only m an and his cousin the ape have
an oppo sable th um b so t hat they can build and
use weapons, and m an is the only anim al that has
both the right kind of thum b and a body built for
flight.
Stress is very m uch a part of m odern life, again
Copyright© 1980 by the National Association of Accountants

with both good and bad effects. On the negative
side, we have a fast pace, noise, pollution, crime,
inflation, insecurity, a constant threat of war —all
complicated by a thousand daily frustrations and
anxieties which are further aggravated by a diminishing ability to communicate our problems to
others.
On the positive side —and there is a positive
side —the stress response makes good things enjoyable. In one sense, stress is kind of like salt: you
don't see it but without it food becomes tasteless.
Without stress, kissing a pretty girl would be
about as enjoyable as chewing a rubber band, you
wouldn't get much of a "boot" when you receive a
salary increase, and a touchdown following a 99yard run would leave you with a big case of the
"Ho Hums ".
Even though we concentrate here on the negative aspects of stress —and before you finish this
article the entire situation may cause you personal
anxiety —there are two major points to keep in
mind:
As noted above, stress has a very positive
side.
You can control and eliminate almost all of
the negative aspects of stress —if you really
want to.
Interestingly enough, your body's stress response is exactly the same whether you are reacting to a promotion, a sincere compliment from
someone you regard highly, a physical injury, or
the death of your spouse. The stress response, in
all of these cases, probably will include an increase in your heartbeat rate, an increase in your
breathing rate, a rise in your blood pressure, dilation of the pupils of the eyes, increased blood
clotting, sweating of the palms, and so on. The
specific response (degree and kind) is highly individualistic, and is the result of a complex interaction of many factors, most of which are not very
important for our purposes here.
We still need the stress response today: for
sports (that extra spurt of effort that is required to
win), in accidents (increased blood clotting), to
accomplish any difficult task (the increased flow
of oxygen to the brain when you are giving a report to the Board of Directors) and in times of
physical danger (which is becoming more and
more of a problem even though the dinosaurs are
all gone).
Where the stress response is immediate and
short-term the end result is usually positive. Either your enjoyment of something was enhanced
by the stress response, or your capabilities were
heightened and sharpened to deal with something
that demanded a response beyond your normally
brilliant performance.
Stress does not become a problem until the
MANAGEMENT ACCOUNTING /AUGUST 1980

stimuli that trigger the stress response are continuous, (or frequent enough to act as though continuous), under which conditions stress begins to
wear out the body —or at least the weakest parts
of it —and some damage occurs. I call the stimuli
that produce the stress response "pressure ".
Levels of Stress
There are four basic levels of stress symptoms.
The first is the normal response to anything that is
either positive or negative, but as stress continues,
negative effects begin to appear and, over time,
these become serious and severe. The four levels
are as follows:
LEVEL I: Quick temporary stress characterized by heartbeat rate increases, breathing rate increases, blood pressure goes up, pupils of the eyes
dilate, the palms sweat, digestion stops, there is an
increased flow of oxygen - carrying blood to the
brain, and blood clotting increases.
LEVEL II: Irritability, anxiety, tension, stuttering and stammering, an inability to concentrate, prolonged Level I symptoms, restlessness,
excessive smoking, diminished sexual drive.
LEVEL III: Headaches, stomach ache, diarrhea, sweating, random behavior, tiredness, premenstrual tension, indigestion, dysuria (difficult
discharge of urine), accident - proneness, chest
pain, insomnia, depression, dysmenorrhea, loss of
sexual drive.
LEVEL IV: Ulcers, stroke, alcoholism, drug
addiction, psychosis, heart attack, suicide, plus a
few serious things.

Level lV Stress:
Ulcers, stroke,
alcoholism,
drug addiction,
suicide... plus a
few serious
things.

As you will note, the four levels include mainly
physiological problems. It is important to note
that there are also many psychological consequences of continuous stress — again, that complex
interaction of mind and body. Unfortunately, the
psychological consequences of continuous stress
are so complicated that it is not possible to separate them into neat categories or levels, but they
are identifiable and include commonly:
1. An exaggerated use of ego defense mechanism
(rationalization, denial of reality, and projection) .
2. A deterioration of mental processes characterized by an inability to think clearly and a loss
of the ability to make decisions, and retreat
into an immature form of behavior (regression) .
3. Neurosis.
4. Psychosis.
Although more research is needed, the work already accomplished is beginning to suggest that
stress also aggravates other physical and mental
conditions and even plays a role in severe physical
23
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illnesses. Fo r ex am p le, wid o ws and widowers experience a great d eal o f illn ess after their loss, and
a p erso n living alo n e is m ore likely to have illness
th an a sin gle p erso n livin g in a fam ily. Moreover,
str ess ap p ea rs to b e a f act o r (precipitating ?, aggravatin g?) in su ch seem in gly unrelated problem s
as arth ritis. On e rep o rt recently suggested the possib ility th at it co u ld even p lay a role in cancer.
Th e Stress of Pressu re
To begin with, stress is a part of life and, in
sm all am o u nts, we are su b jected to it everyday in
man y way s. As n o ted , th e b o d y rea cts the sam e
way wh eth er y o u are receivin g a prom otion or being fired. Th e stress cau sed by these events, by
themselves, do not cau se a problem . However,
stress is cu mu lative and , given a sufficient num ber
o f in d ivid u al pressu res (with the corresponding
stress respon ses), it all ad d s u p and becomes a
prob lem.

There have been several attempts to assign ratin gs to d ifferen t p ressu res an d then sum them to
see what the to tal p ressu re is th at you are under at
any on e po in t in time. Th ese exercises are interestin g an d u sefu l in sh o win g th at there are different
degrees o f p ressu re an d th at p ressures come from
man y so u rces. Fo r th o se wo rkin g in the field this
is o f great valu e. Missing fro m such inform ation,
th o u gh , are two key p o in ts. First, the duration of
stress is a critical facto r becau se medical problem s
resu lt fro m th e b atterin g th e b o dy takes from the
stress resp on se reaction as it co ntinues over a long
perio d o f tim e. If yo u h ave co ncluded by this tim e
th at th e relatio n sh ip here is very com plex, you are
correct.
Second an d of even greater im portance is the
con cept of in divid ual differences, This concept
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states that all people are different and we react
differentially to the various pressures that we experience . An im m ature pe rson or a very insecure
person will react m uch m ore strongly to the pressure creat ed by the closing of the books at y earend or to a challenge to a tax return by IRS, than
will a more m ature or self- assured person. Accordingly, for any rating schem e to be effective, it
needs to take those individual differences into account.
Furtherm ore, while I have described stress as a
response, it also can be a c ause. That is to say,
continuous stress can produce physical sym ptom s
which, in tu rn, c an cr eate additiona l str ess. Perhaps the best exam ple of this is t he c as e wh er e
stress results in chest p ains. The great am ount of
publicity about heart attacks in the past few years
has made most people supersensitive to such
events, and, as a result, chest pains can induce
anxiety, and thus create further pressure —and the
resultant stress.
Other caus es o f str ess t oday are ge nerat ed by
the com m unica tion m e dia wh ere inc reasin gly we
are better inform ed about many dangers and
problem s including: war, crim e, the prognostications of do om and gloom (because good news
doesn't sell newspapers or build television news
program ratings), and even th e po tent ial dan ger
of total extinction. Again, our society has degenerated to a point that each one of us experiences a
multitude of "rip -offs" everyday. We are barraged
by noise, we are besieged by inflation, and we are
battered by steadily increasing taxes and the
awareness that our st an dar d of livin g is er oding
because of the growing t ax burden that is paying
for a deteriorating system of governm ent.
Pressures stem from :
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Bosses who
make demands
that are
unrealistic or
meaningless are
known as
"stress
carriers. "

or'

Our Jobs: and include poor management, incompetent subordinates, intense competition, not
knowing what your job really is, not knowing the
standards by which your work will be judged, a
lack of trust by and of your superiors or of the
organization, job requirements that call for behavioral responses which you find unacceptable, an
incompatible work group and /or one that does
not operate as a team, a lack of satisfaction from
your work, the inability of the organization to
meet your personal needs, a lack of recognition or
reward, corporate or management policies that induce insecurity, poor communication and the requirement that you do something that violates
your personal ethics and values. In the same manner, incompetent executives frequently require
their subordinates to perform tasks that are demeaning, interfere with and prevent effective performance, and make demands that are unrealistic
or meaningless. Thus the designation of many
bosses as "stress carriers."
In the case of the accountant —both the management accountant and the CPA job pressures often
include anxiety (fear) over the consequences of
making an error, in a profession where judgment is
required by the nature of the ground rules, but
judgment that will be second guessed by many other people, some ofwhom are incompetent to do so;
the never - ending volume of work; unreasonable demands for the impossible such as "cut down on our
taxes and I don't care how you do it, but keep it
legal,-" complex and even contradictory government regulations and government - mandated paperwork; the computer; year -end pressures; and
simple overwork.
Home and Family. Poor communication, your
children, illness, death, divorce, dissension, a conflict of values between generations, and peer pressure that disrupts family relationships.
Sometimes there is a special problem for accountants because they are trained professionally to
be critical and many do not "turn
that job -required characteristic when they go home to their
families For success in accounting, being constantly critical of data and its source is a vital necessity,
while in terms ofhuman relations the inability to
accept human beings as imperfect usually leads to
severe interpersonal problems, and thus stress.
Interpersonal Relationships Outside the Family:
Lack of close personal friends, the growing need
to "fight" for your rights (especially when it is not
your nature to do so), and a deterioration in manners and public behavior. How many of us are
willing to undergo the inevitable abuse that follows a request for relief from cigarette smoke?
Conflicts: Approach- avoidance conflict (you
want a new car very badly but the price is too
high), approach- approach conflicts (a choice between two equally attractive alternatives), and
avoidance - avoidance conflict (a necessary choice
MANAGEMENT ACCOUNTING /AUGUST 1980

between two equally unattractive alternatives such
as staying on a job that you hate and quitting and
looking for another, which you dread).
Your Own Personality. Overly strong ego
(pride ?), ambition, perfectionism, excessively
high goals, and impatience. A great deal has been
written lately about workaholics —a "disease"
that afflicts many management accountants, or is
25

a

t

= ar

,aaua„dha,,,,M

inflicted "on them" or "expected" o f them. As
"overhead" the accounting department is expected
to keep its own payroll to a minimum, despite the
steadily growing demands made on it for additional reports and data analyses of all sorts. Here, job
and personality interact and every one and every
thing suffers.
What Can You Do About Stress?
In coping with stress, you must think of the
problem in two different but closely related ways.
First, because stress is a normal part of our lives
and is also cumulative, it is important to establish
a program that will siphon off the effects of stress
before it becomes excessive. The extent and nature
of such a program are limited only by your own
imagination. Second, for individual and specific
sources of stress that in and of themselves are
problems, a specialized campaign is required.
Two personal characteristics will determine
your success or your failure. These are: your attitude and your commitment. If you take the attitude that you can't do anything about stress, that
the forces pressuring you are beyond your control,
or that nothing you do seems to work, you are
licked before you start. Similarly, blaming some26

thing or someone other than yourself when you
only made a half - hearted attempt, is stupid. Remember the difference between contribution and
commitment: for your breakfast this morning of
ham and eggs, the chicken made a contribution to
that meal, but the pig made a commitment.
For ease of discussion it will help to think of
stress in terms of specific causes and then on a
more general basis. I recommend a four -point formula for dealing with specific pressures that cause
stress. This formula is ridiculously simple, yet the
vast numbers of people who suffer from specific
pressures and do nothing to relieve them proves
that the problem we are dealing with is not only
extensive but also more complex than it appears
to be on the surface.
First, identify the source of the pressure: Many
years ago I learned that it is an invitation to trouble to give an answer to a question that has not
been asked. Yet, it is amazing to see how many
people devise "solutions" when they do not know
what the problem is, its nature, or scope. Accordingly, the first step in the formula is to find out
exactly what it is that is putting pressure on you.
That is not always easy, for often you are part of
the problem.
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Secondly, make a decision to do something: It is
wrong to assume that merely because you know of
a problem, it will be resolved. Tackling any task
requires commitment.
A lot of stress results from inadequate interpersonal relationships and most people "fade in the
stretch" when it comes to a confrontation even
when that act will resolve the problem. It is difficult if not impossible for most people to go to
their boss and say, "Your behavior is preventing
me from doing my job, causing me sleepless
nights, and interfering with my family life." On
the other hand, a strong enough commitment to
solve the problem will provide the impetus to explore all appropriate actions, for it is entirely possible that even such a problem as this can be
solved without a confrontation.
Where the problem is one ofoverwork, for example, keep a log ofyour various responsibilities —a
quaint and infrequently used artifact here is called
a job description —and, upon acccepting your next
"extra" assignment, tactfully get your boss to set
the priorities. At the very least he will be aware of
your problem.
Choose an appropriate action: The key word
here is "appropriate." In the example given above,
a face -to -face confrontation may be the answer,
but once the problem is identified and you have
made a commitment to act, an intelligent search
for alternative means of solving the problem will
reveal a variety of ways that are more effective
than a head -to -head showdown.
While there are some negative consequences of
"running away from a problem," there is absolutely nothing wrong with, and a great deal of
good that can be said, about "walking away" from
an impossible situation. The key here is to determine whether in fact it is "impossible" and just
not assume it is because it looks that way.
I said your attitude is important. I meant it!
Fear of failure, over - reaction to frustration, failure
to recognize the signs of excessive stress, and a
realistic assessment ofthe situation you are in are
all within your own power to control. In that
sense, stress is not stress unless you perceive it as
such. If you want to refuse to let pressure be pressure, you can do so. Ifyour boss is incompetent —
and many are —and it slops over on you, if your
job situation is vague and you are required to
make decisions for which you do not have the
authority, or if the organization is incompetent —
the correct answer may. well be for you to look for
a job elsewhere. Many people do that everyday. If
done with the right attitude and commitment, the
end result is usually positive.
Finally, Take Action: This is the end product of
commitment. After the problem has been identified and a solution selected, success or failure depends upon your willingness to do something. If
the commitment is strong enough, action will be
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taken and will be successful if preliminary steps
were carried out properly.
Stress Breaks and Other Remedies
Some stress reducers are long -term projects.
Some are useful for short periods ofa few minutes
in the middle of a stressful time —I call these
"stress breaks." Do whatever you want —the
point is to relieve the stress. As a long -term project
learn to relax. Relaxation takes many forms and
can be accomplished in a variety of ways. Any
change of pace is a form of relaxation and this can
range from taking up a hobby, to physical exercise, to exercise that requires mental concentration, to training in some form of meditation. Biofeedback has great potential.
Set up a ,flexible game plan for your life. Set
goals, devise plans to meet those goals and organize your resources to achieve the things you
want. This will force you to evaluate the things
you do. As a result, you probably will find that
you are involved in a number of activities that
produce pressure and stress, but nothing that is of
valve either for yourself or anyone else. Membership in organizations where you have no time to
make a contribution or get involved probably produces guilt feelings and therefore, stress but little
else.
Work at only one task at a time. Trying to divide yourself into several pieces for simultaneous
action produces frustration and almost inevitably
reduces the quality of what you do. Take a course
or read a good book on time management.
Learn to get along with other people. A majority
of stress producing stimuli derive from inadequate
interpersonal relationships. Inevitably, one of the
major problems here is -poor communications,
which in turn stimulate anxiety and results in
stress. Recognize that no situation involving two
people is totally affected by only one of them.
Learn to control your emotions. Emotion produced Level I responses, and frequent and continuous emotion must inevitably lead to Levels II,
III and IV. Plan for and anticipate stress —plan to
avoid or blunt it.
Learn to face problems head -on. In everyone's
life, a majority of the problems we "stew about"
never happen. Direct action is usually effective.
When a new Chief Executive Officer was hired
by a company and began to replace officers with
people who had worked for him previously elsewhere, one financial officer developed major anxiety feelings about his own future. When the stress
level became unbearable, he walked into the CEO's
office and asked, "When do you plan to replace
me ?" The CEO replied: "I don't. You are one of
the most effective executives here —I plan to expand your responsibilities through a substantial
promotion. " Some people would have resigned
rather than face the CEO.

To achieve
success
accountants
must be
constantly
critical of data.
This
characteristic
carried over to
personal
rela tions,
however, can
be disastrous.
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The telephone
solution: with a
long cord walk
around, do
deep knee
bends or sit or
lie on the floor.
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Get a physical examination. You need to monitor the effects of stress. Hypertension, for example, is truly the "silent killer." It has few symptoms that you will feel and even when it is at its
worst, you often feel great.
Exercise. A great path to good health and a
great stress break. Many companies are setting up
excercise facilities for employees, which is commendable. But, I might add that equally or more
important would be an examination of the organization's structure, policies, management capability, and general environment. Stress would be reduced in all cases and productivity also would go
up by changes in those areas and probably would
be as or more beneficial than exercise for those
involved.
Identify your values and put your life in perspective. Once you know what you yourself are all
about, your course of action will be obvious. Develop a personal philosophy of life —your life!
Take a long look at your job. Perhaps reorganizing it will remove a variety of sources of stress.
Learn to delegate. Then again there may not be
enough stress. A lot of people thrive under pressure—I said this is a complex subject.
Develop your best skills. As you become more
competent and more effective, your value to the
organization will rise and you should become
more self - confident and self - assured. Self- assured
people generally handle stress quite well.
Take charge of your own life. Learn to say "no"
and to be appropriately assertive. Get your stress
out in the open —don't hide or ignore it.
Consider seeing a psychologist. Most likely you
don't need therapy. What you need is someone
who is objective and trained to tell you where and
how you are kidding yourself, when you are. And
even ifyou are on the right track, a professional
can confirm your own analysis.
Ask for help. Ask the Personnel Department to
put on a stress reduction seminar.
Don't do things that you don't want to do unless
you have to. And if you have to, use that fact as a
base for learning to want to do those same things.
Take a long objective look at yourself. Perhaps
you create many of your own problems. Are you
impatient, a perfectionist, a procrastinator? Most
accountants feel guilty when not working —do
you? Do you waste your time? Perhaps your incompetent subordinates have an incompetent boss.
A copy of my book *, may be helpful. Stress and
the conditions creating it constitute a crisis and
the same techniques used to cope with a mid -life

crisis work for any type ofcrisis.
Schedule. Take 10 minutes at the beginning of
the day or the last thing at night to write out a
schedule for the next day. You probably won't
keep it or be able to keep it, but even so you will
do better with it than without it.
You Can Beat Stress
Coffee Break. Go for a walk, take a nap or at
least physically relax away from noise if you can,
read, jog in place, think ofanything but your job.
Do a lot of phone work. Get a long cord on your
phone and while talking, walk around, do deep
knee bends, sit or lie on the floor. It might be best
to do this behind closed doors. If your boss isn't
too bright or hasn't read this article, he may think
you are a nut,
When pressure is high and /or continuous; every
two hours go out and walk briskly around the
block and then back to work or run in place for
five minutes or go take care of some trivial errand.
Vary your routine. Do your toughest tasks when
you are at your best. Save the routine junk for
your low periods or when you are slowing down
or cranking up., change your pattern each day.
Be innovative. Look at your job. How can you
use it to reduce stress? You have a tough problem
to solve and you have run out of ideas. Go talk to
someone — possibly someone who isn't technically
competent to deal with it. Your need to explain it
in detail may suggest new approaches to the problem or a "dumb" question from the person may
point toward something you overlooked.
Stress is an inevitable and necessary part of our
daily lives. Everyone experiences pressure and always will. And that is both good and bad news.
Some people are stress carriers and those
around them suffer. Some people are stress prone:
they not only get pressure from the outside —they
create it for themselves and self - induce stress. The
good news is that anyone can control stress partially or almost totally. Certainly self- induced
stress can be eliminated —it's all a matter of attitude and commitment.
At the fall of France when he reported on England's desperate situation to Parliament, Winston Churchill looked at that depressed and disspirited group and said, "Gentlemen, I find it
rather inspiring." Your attitude and your ability
to control stress go hand in hand. You can beat it.
It's all up to you.
• Figier, Homer K . Orrrcoming E.cecutiw Mid -Life Crisis, John W iley & Som.
New York, 1978.
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Accounting for Performance:
Stressful�—but�Satisfying
For many ma nagement a ccou nta nts, the control process
is a rewarding experience.

By Richard W. Sapp and Robert E. Seiler

tio n are his job satisfaction and role stress.

Most studies of financial control systems have
dealt with the receivers or users of data, not with

Jo b Satisfaction and Role Stress

those who p r ep are an d re p o rt t h e d at a. Wh a t effect does b ein g in vo lved in th e p erform an ce m easurement process have on th e man agemen t accountant —the p erso n wh o gath ers, an aly zes an d
reports the in fo rm atio n used to ap p raise th e wo rk
of other m em b ers o f the o rgan izatio n ? In o rder to
find out, we su rvey ed a sam ple o f m an agem en t
accountan ts in m an u factu rin g.
The man agem en t acco u n tan t especially co mes
un der fire wh en h e is ca u gh t b etween th e p erso n
being evaluated and that person 's su p erior. His
success is so m etim es viewed as the efficient and
tim ely detectio n o f "failure" in o th ers.'
In his ro le as evalu ato r, th e acco u n tan t ad m in isters stand ard co st systems and b ud getary con trol
system s. Fu rth er, h e co llects p ro d u ctio n and co st
data and repo rts any varian ces from pred etermined stan dard s to the em ploy ee's su perio r as
well as admin isterin g b u d getary pro gram s and repo rting cost overru n s an d budget varian ces to
higher level man agem en t. Th e ab ility to meet
standards o r stay with in th e bu d get are d irect an d
som etim es heavily weighted inp uts in this perform ance evalu atio n p ro cess. Two m ajo r areas o f
behavior affected by the acco u n tan t's participa0 0 2 5 -1 6 9 0 /8 0 /6 2 0 2 -3 6 5 1 /$ 0 1 .0 0 /0

Job satisfaction is defined here as a pleasurable
or positive em otional state resulting from the appraisal of one's job or job experiences. Studies undertaken to determine the causes and effects of job
satisfaction generally have concluded that it has a
variety of consequences for the individual. It can
affect his attitude toward life, toward his fam ily,
and toward himself; it can affect his physical
health and possibly how long he lives; and it m ay
be indirectly related to m ental health. Job satisfaction als o plays a ca usal role in absenteeism and
tu rnover, but it has not been shown conclusively
to have a direct effect on productivity.
The co ncept of r ole s tress used here is th at of
job - induced tension resulting from the necessity of
facing either incompatible perform ance expectatio ns or unclear job expectations. Role stress has
been pinpointed in recent years as a critical variable in organizational behavior, and it has been
shown to be associated with dysfunctional outcom es such as job tension, anxiety, job dissatisfactio n, perceived ineffectiveness, turnover, absenteeism , and physical and m ental disorders.
Previous researchers have divided role stress
into separate dim ensions. R. Kahn and others,'
fo r exam ple, split role stress into role conflict and
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role am biguity. They de fined r ole co nflict as the
degree of incongruity or incompatibility of expectations and role am biguity as the lack of adequate
inform ation regarding role expectations. J. Rizzo
and others' furthered Ka hn's work by developing
a role stre ss in strum e nt an d m ea suring role conflict and role ambiguity separately. In su bsequent
studies, other researchers partitioned both role
conflict and role a m biguity int o sepa rate d im ensions. R. H. Miles and W, D. Perreault' divided
role conflict into four subscale measures: ( I ) person -role conflict, (2) intrasende r conflict , (3) intersender conflict and (4) role overload. These divisions of role stress have been measured and
correlated with job satisfaction in a variety of organizational contexts such as professional em ployees in research and development organizations, in
hospitals, and public school teachers.
Other research has indicated that the actual division an d specia lization of roles in an o rganization could be a sou rce of role stress. In fac t, the
delicate system of links across specializations, especially those tasks which involve comm unication
and coordination responsibilities, are a major
source of stress.
How Does the Accountant Withs tand His
Involvement?
This study was designed to test three hypotheses derived from Kahn's theory of role dynam ics.
They are based on the conviction that the accountant's involvement in the control /perform ance m easurem ent process is one of the organizational com m unication and coordination activities
rela ted to ro le str ess an d th at the co lle ction and
reporting ofcontrol /perform ance evaluation data
necessitate linkages and com m unications across
intraorganizational boundaries. Th e hypotheses
are:
If l :
2:

11

3:

11

The acc oun tan t's role stress will be negatively related to job satisfaction.
The degree of involvem ent by the accountant in the collection, analysis, and reporting
of performance data will be positively related to role stress.
The degree of involvem ent by the accountant in the collection, analysis, and reporting
of perfo rm an ce d ata w ill be n egatively related to job satisfaction.

Data-Gathering Methodology
The study involved a sam ple of 3,600 m anagerial acco unta nts who were em p loye d in manufacturing com panies throughout the United States
and wh o were m em b ers of the N ation al Ass ociation of Accountants. Th e sam ple included only
those who indicated that they were either cost accounta nts, cost a nalys ts, or cont roller s and were
em ployed in a com pany listed in the m anufacturing category. This process provided a sufficiently
MANAGEMENT ACCOUNTING /AUGUST 1980
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large sample of management accountants who
were involved in the control /performance measurement process. Replies were received from
1,338 accountants, a 37% response rate.
Follow -up requests were mailed to 200 randomly selected accountants to indicate potential non response bias. T -tests of the responses from the
second mailing indicated no significant differences
in any of the variables used in this study.
Job satisfaction was measured by the Cornell
Job Description Index (JDI) developed by Smith,
Kendall and Hulin.' The scale has been used extensively and tested thoroughly. The JD1 includes
separate but direct calculations of scores on five
dimensions of job satisfaction: the work itself, coworkers, supervision, pay, and opportunities for
promotion.
Role stress was measured by scales developed
and validated by Rizzo, House, and Lirtzman."
The responses were factor analyzed using rotated varimax analysis, as contained in the Statistical
Package for Social Sciences (SPSS) of N. H. Nie
and others.' The varimax analysis was selected because it more closely approximated the simple
structure of the data and maintained the independence of the factors. This analysis produced four
divisions of role stress compatible with previous
uses of this instrument. Based on a factor loading
of at least .50 for each question included in the
factor analysis, role stress was partitioned into
these four dimensions:
1. Ambiguity due to role expectations— compatibility of the various role expectations (e.g., I
work under incompatible policies and guidelines).
2. Ambiguity due to role performance— adequacy
of time and resources in relation to difficulty of
the role (e.g., I have enough time to complete
my work).
3. Conflict due to intrapersonal values —role expectations conflict with one's internal values,
standards, or expectations (e.g., I have to do
things which should be done differently).
4. Conflict due to role senders — conflict produced
by conflicting expectations from various role
senders (e.g., I receive incompatible requests
from two or more people)."

Table 1
Pearson Correlation Coefficients (N = 1,338)

Dimensions of
role stress
Ambiguity due to
role expectations
Ambiguity due to
role performance
Conflict due to
intra - personal
values
Conflict due to
role senders

Dimensions of job satisfaction
Nature of
work Supervisors Co-workers Promotion
-, 51

-. 6 1

-. 41

-. 4 4

-37

-44

-.39

-. 30

-. 21

-26

-.39

-. 39

-. 26

-. 22

-. 22

-. 15

-. 2 1

-. 12

-. 02

-. 13

Table 2
Pearson Correlation Coefficients
Between Accountants' Involvement in the Performance
Measurement Process and Various Dimensions of Role
Stress and Job Satisfaction (N = 1,388)
Role stress
Ambiguity due to role expectations
Ambiguity due to role performance
Conflict due to intrapersonal values
Conflict due to role senders
Job satisfaction
Nature of work itself
Supervisors
Co- workers
Promotion
Pay

—.10
(NS)
INS)
.14

.11
.08
.07
.22
.08

of role stress and the five dimensions of job satisfaction are shown in Table 1. These relationships
conform to prior research in that all were negative. With only a few exceptions, all coefficients
were both practically and statistically significant.

These results are sufficiently strong to validate the
first hypothesis, or role stress is negatively related

The accountant reported his own involvement in
control /performance measurement activities on a
five -point Likert scale and by assessing the portion
of the workday spent in that activity. The instrument defined performance measurement activity,
which basically was that of "measuring how well
or how poorly other individuals meet their responsibilities."
Survey Results

sions of role stress.
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Correlation
coefficient

NS Not significant

to job satisfaction.
The correlations between the accountant's involvement and role stress and job satisfaction are
shown in Table 2. Only two types of role stress —
ambiguity due to role expectations and conflict
due to role senders —had statistically significant
coefficients. Their relatively small magnitudes,
however, cast a shadow on their practical significance, plus the directions of the relationships were
mixed. The level of involvement correlates negatively with ambiguity due to role expectations, but
it correlates positively with conflict due to role
senders. Thus the second hypothesis (the degree of
involvement by the accountant will be positively
related to role stress) is not accepted for all dimen-

The correlations between the four dimensions

Pay

All correlations between involvement in control /performance evaluation activities and job sat31
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receives the data. The supervisor is expecting the
accountant to "locate and report weakness" while
the controllee may feel that his performance is
being measured by an uninformed outsider —the
ficient
to
reject
the
third
hypothrection appears su
esis, or the accountant derives job satisfaction accountant. Thus, the accountant is caught between conflicting role expectations that would
from his involvement.
lead to increased role sender conflict. AccordingConflicting Role Expectations
ly, an accountant's role sender conflict would be
The correlations between the accountant's role positively correlated with involvement in the constress and job satisfaction (Table 1) agree with trol process, as indicated in Table 2.
Concerning job satisfaction, the degree of inprior research, which found that job satisfaction
volvement was positively correlated with all five
dimensions of job satisfaction, with a noticeably
Table 3
higher coefficient for promotion possibilities
Mean Job Satisfaction Scores by Organizational Level
(R = .22) than for the other four dimensions. A
possible conclusion would be that accountants
Dimensions of job satisfaction
Staff
Supervisory
Executive
recognize that their function, though stressful, is
(N 350)
(N 492)
(N 4821
necessary and productive in order to achieve orgaWork
34.78
37.17
40.95
nizational goals and, in particular, as an avenue
Supervision
39.96
40.20
42.68
for
promotions. Though some resistance to conCo-wo rkers
39.40
40.70
43.68
trol measures will be inevitable in an organization,
Promotion
25.05
28.46
33.97
Pay
34.96
37.00
40.71
accountants who are associated more closely with
the control /performance measurement process
are more likely to recognize the necessity and importance of that type of feedback information.
Table 4
Thus accountants, in recognizing the essential naMean Job Stress Scores by Organizational Level
ture of their function, derive positive job satisfaction from heavier involvement in the control /perDimensions of job stress
Supervisory
Staff
Executive
formance measurement process.
isfaction (also Table 2) were positive, exactly the
opposite of the hypothesis, though of relatively
small magnitude. Thus, the uniformity oftheir di-

(N

492)

(N

=

350)

=

(N

Ambiguity due to role
expectatio ns"
Ambiguity due to role
performance
Conflict due to interpersonal
values'
Conflict due to role senders"

=

=

=

=

f

4821

36.49

35.12

32.10

21.25

32.81

21.14

15.00
11.09

14.68
11.51

14.02
11.81

generally was negatively related to role stress for
employees in research and development, health
care and teaching. Accountants also are dissatisfied with job- related stress.
As indicated, there was a stronger relationship
between the job satisfaction measures and the two
dimensions of role ambiguity —expectations and
performance —than between satisfaction and the
two dimensions of role conflict —that were due to
intrapersonal values and role senders. This suggests the accountant's job satisfaction is influenced more by uncertainty in expectations and assignment than by intra and interpersonal conflict.
Again, the extent of the accountant's involvement in the control /appraisal performance activity was negatively related (Table 2) to ambiguity
due to role expectations, but it was positively related to conflict due to role senders. This correlation suggests that accountants find few incompatible expectations in their role as scorekeepers in
the control process but do find themselves in a
stressful position between the employee who is being measured and the employee's supervisor who
34

Accountants Are Satisfied with Control
Activities, Despite Stress
The sample also included accountants at several
management levels, and this separating of respondents by organizational level provided additional
insight into the dimensions of the accountant's
role stress and job satisfaction. Table 3 shows that
all five dimensions of job satisfaction increase as
the organizational level increases, a result compatible with prior research on job satisfaction.
These job satisfaction scores are compatible between dimensions of job satisfaction and organizational levels. The scores indicate that all three
levels —staff, supervisory and executive —view
promotion possibilities as the least satisfying aspect. This finding adds more meaning to the high
correlation between accountants' involvement and
their satisfaction with promotion possibilities. Apparently accountants, who generally are dissatisfied with their promotion possibilities, perceive
that being involved in the control process opens
more opportunities for advancement than do
more insulated accounting activities.
Table 4 reports the mean scores for job stress
for the three organizational levels. These scores
are not compatible between dimensions of job
stress because of the differing number of questions
which factored into the scoring. Ambiguity due to
role expectations and conflict due to interpersonal
values decreased, however, at higher organizationMANAGEMENT ACCOUNTING /AUGUST 1980

al levels although role sender conflict increased.
No statistically significant differences were found
for ambiguity due to role performance.
The decreasing ambiguity in role expectations
and conflict in interpersonal values that appear at
higher organizational levels could be because of
experience and job tenure, which could moderate
these dimensions of stress. The increase in role
sender conflict, however, could reflect the organizational proximity of the executive accountant to
both the person being appraised and his supervisor. The staff or supervisory accountant is more
insulated than the executive within the accounting
group, but the executive accountant is exposed to
a higher level of interpersonal relations with others in the organization so probably is more directly involved in forming the measurement tools and
establishing control procedures. His involvement
in the standard cost system or the budgetary control system, coupled with his increased personal
contact outside accounting, appears to place him
in a more stressful position with role senders.
The large sample taken in this study and the
relatively homogeneous activity of the subjects
produced a finer partitioning of the dimensions of
job stress than in many prior studies. The four
dimensions of job stress, when correlated with the

accountant's degree of involvement in the control
process, provide insight into the effects of that activity upon those who gather and report control
data. The accountant's involvement in the control /performance measurement process correlates
positively with all dimensions of his job satisfaction although his job stress is negatively related to
these same job satisfaction dimensions. This same
involvement correlates positively with conflict due
to role senders, but negatively with ambiguity due
to role expectations. Further, the levels of role
sender conflict increase at higher organizational
levels. Thus, one can conclude that accountants
derive job satisfaction from performing the control activity even though it may cause higher levels of interpersonal stress,
I]
' Argyris. C.. lntegmung the /udividual and the Organization. John Wiley & Son.,
New fork. 1964.
Kahn. R.. Wolfe. D.. Quinn. R. Snook. J.. and Rtnenthan, R . Organuzutiaral
Sinm: Studies in Rule ConJlret and AnihiguitY. John Wiley & Sons. New York,
1964.
Rizzo, J., House. R., and Ltrtzman, S., "Role Conflict and Ambiguity in Complex
Organizations." Admiamrai a SvenceQtiarrerIy. Vol. 15, Jute 1970.
'Miles. R. H.. and Perreaull. W . D.. -Organizational Role Conflict: Its Anieced.
enis and Consequence,." Organizational Behavior and Humut PrrJarmunre. Vol.
17, 1976.
Smith. P. Kendall, L., and Huhn. Co.. T'hr .Nrasun•metit ojSoasJuraan in W'urk
and Rriinan,uf. Rand McNally. Chicago. Ill.. 1969.
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Toward a Code
of Professional Ethics
for Management Accountants
What do you do when a superior materially misrepresents
some aspect of your company's financial condition?

By Terry K. Sheldahl

Terry K. Sheldahl is
assistant professor of
accounting at the
Syracuse University
School of
Management. He has a
Ph.D. degree in
business administration
from the University of
Alabama. He also holds
a Ph.D. in philosophy
from Johns Hopkins
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the Syracuse Chapter
through which this
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One of the most important issues in any profession is the development of a viable code of professional ethics. A workable code helps to encourage
a relationship of trust and respect between those
served by the profession and those in it. It also
streamlines the professional's work by providing
standard practices he can follow and guidance for
ambiguous situations. This is especially important
in today's post - Watergate era. We are presenting
here some carefully researched guidelines which
will aid in developing such a code for management accountants.'
We must first decide what we want a professional code for management accountants to accomplish. Two objectives are very important:
guiding management accountants in performing
their services, and protecting those who rely on
their services from substandard work. While the
most effective guidance and strongest protection
arise from mandatory code provisions, these
would probably provide less help to practitioners
than broad guidelines. Rather than merely providing a minimum standard of ideals, they would encourage practitioners to aspire to even higher ones.
Shouldering Responsibilities
To provide guidance, we must have a working
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conception ofmoral obligation. The basic premise
is that such an obligation is implicit in the structure of interpersonal relationships. Reasonably
structured relationships require "good faith," and
if we seek the benefits of social interaction we
should also accept its responsibilities.
It is especially important for management accountants to always act in good faith because they
depend upon other persons for information, specialized expertise and other services related to
their work. Ethical behavior is not just the right
thing to do —it is a necessity. if the profession and
the practitioner's career are to thrive, there must
be a prevailing pattern of responsible conduct.
These two main objectives — guidance and protection— suggest a code structure consisting of
one "level" of elements for each basic function,
and a separate one citing the "principles" underlying each objective. The principles relating to guidance should state the basic moral responsibilities
of practitioners, while those pertaining to protection should define the criteria for establishing any
mandatory rules. It is also necessary to give examples of how these rules would be interpreted and
applied in realistic situations.
The labels "Standards," "Guidelines," and
"Rules ofConduct" are used to correspond to the
respective fundamental, guidance, and protection
(or mandatory) layers.
Copyright ©1980 by the National Association of Accountants

STANDARDS

Ethical standards assert the basic moral obligations of the occupational class. They are identified
through analysis of professional service as such,
yielding "general professional" elements applying
to relevant occupations in general, and of the
principal functions associated with the given field,
providing "functional" elements. The general
standards would emphasize the unusual significance of professional services in general and the
interdependence of reliant parties. The special
management accounting standards would identify
responsibilities which distinguish the profession
from all others.
There are two classes of general professional
standards, "parametric" standards and "regular"
ones. Parametric standards define the boundaries
of legitimate occupational conduct and are therefore the most basic elements. Violation of any parametric standard can be justified only if it conflicts
with another one which takes priority over it.
These ethics limit the times when a practitioner
can call on an "ends justifies the means" argument
to explain his conduct.
Regular standards are subordinate only to parametric ones. They have a much narrower range
than parametric standards and tend to be much
less clearly defined. They generally concern behavioral disposition or habitual action rather than
particular acts.
Functional standards set forth the primary responsibilities of the management accounting occupation. These responsibilities may be important to
other fields as well. Finally, protection standards
govern mandatory ethical rules.
GUIDELINES

To enable the practitioner to interpret and apply the standards of the code, the guidelines must
specify the practical implications of each standard
for the practicing management accountant.
Guidelines also should incorporate a measure of
occupational "collective wisdom." This is identifiable only through research interaction with experienced practitioners themselves. The guidelines
should additionally interpret the protection standards as they apply in the daily practice of management accounting.
RULES OF CONDUCT
Rules of conduct must include restrictions upon

outside affiliations in order to motivate the practitioner to comply with the code standards and
encourage balanced professional judgment. In a
publicly "licensed" occupation, adherence to
mandatory code rules administered by the relevant authority is required for continued practice
in good standing. In other fields, only a private
body could sponsor a code. The maximum penalty
for unethical conduct would simply be expulsion
MANAGEMENT ACCOUNTING /AUGUST 1980

from membership. This is why mandatory code
rules are essential to maintain a code's credibility
and its recognized moral authority.
A Proposed Code of Ethics
Behind every code of ethics lies a definition of a
profession. In the development of the code, management accounting was conceived as:
a staff field in business, concerned with development and interpretation of information, primarily costing or financial in kind,
for purposes of internal coordination and
control, management decision making, and
external reporting.

Internal
regulation —an
individual's
conscience —is
Our definition excludes the nonprofit realm.
Also, we regarded specialty areas such as taxa- the ultimate
tion, internal auditing, and systems analysis as ad- authority.
junct fields rather than branches of management
accounting because a more comprehensive conception would only hinder the development of a
genuinely meaningful code of ethics. Nevertheless,
coverage is broad enough to include service at any
organizational level that is beyond wholly clerical
or routine activity.
Eight general functional areas were associated
with the field: general administration, supervision,
broad business policymaking, specialized business
policymaking (acquisitions, etc.), internal reporting policymaking, external reporting policymaking, internal reporting functions, and external reporting functions. This definition of management
accounting reflects our conception of it as an
emergent "profession." It requires advanced
skills, and a highly refined sense of judgment. The
establishment of the CMA examination and its
rapidly growing popularity demonstrates that it is
now a distinct, specialized occupation requiring
its own set of ethical standards.
Identifying Standards and Guidelines
We have identified eight parametric standards
(Table 1). Four of these assert the authority of
the recognized, basic sources of regulation for
management accounting, while the others are extensions of the first group.
The three prime sources of "external" regulation of professional conduct are the public sector,
the professional community itself and the employer organization. Professional regulations, professional principles, and organizational policy are
therefore parametric. However, "internal" regulation—an individual's conscience —is the ultimate
authority.
Recognition of the four basic regulatory "authorities" generates four more standards. First,
the pervasive relevance to professional service of
"trust" and "fairness" obligations warrants mention in the code. Second, if we accept conscience
as the ultimate authority, it is also necessary for a
37

professional person to respect the conscience of
others. Third, a supervisor is partly responsible
for his subordinates' adherence to the rules of the
three external authorities. Finally, basic moral
and legal responsibilities also extend to extraprofessional conduct.
Although the reference in the code to not asking others to violate standards is redundant, it
draws attention to the fact that responsibility cannot be avoided by asking another to act in your
place.
To make the conscience standard workable, special guidance should be provided within the code

Some Ethical Guidelines for
Management Accountants
In providing a service a management accountant must not do or
ask others to do acts which are contrary to:
• His own conscience or perception of his moral obligation.
• The law.
• Established professional regulation and principle.
• The established policy of his employer organization.
• The basic requirements of trust, such as confidentiality,
loyalty to his employer or clients, and fairness. Respect for
the conscience of other persons.
• The adherence by his subordinates to the previous five
standards.
• Basic legal and moral constraints that extend to
extriprofessional conduct.
as to the nature of conscientious judgment. We
must specify that one makes such judgments by
appealing to his attitudes, when he is impartial,
highly informed and in a normal mental state,
These judgments should be consistent with a
workable body of general principles.2
Legal regulation embraces all requirements subject to court enforcement. Statutory, administrative and common law are included, as is the "private" domain of contracts, corporate articles and
bylaws, and similar agreements. Also included are
rulings by the SEC, CASB, FPC, CAB, FCC and
the ICC. This provision also requires conformity
with applicable laws of foreign countries and The
Foreign Corrupt Practices Act.
Although most legal regulation applies directly
to employer companies, the code requires management accountants to take all reasonable care
that their company complies with the law.
Professional regulation comes from the organized professional community, its extensions and
related sources. Although they represent the public sector, "licensing" agencies could also be included here. The Financial Accounting Standards
Board is the prime authority for the "generally
accepted accounting principles" management ac38

countants must follow. Proper standards of professional principle must also be established for
those areas in which regulatory guidelines are
vague, such as in the field of internal cost accounting.
A ruling may be considered to be "organizational policy" if it is binding within the organization. All conduct which brings regular internal
disciplinary action can be considered a violation
of organizational policy.
Although the principles of trust and fairness
may seem obvious for any professional code, they
are so critical in the practice of management accounting that they must be mentioned explicitly in
an ethical code.
By including a provision about respecting other
peoples' conscience, we try to elicit the proper response from a supervisory person to sincere moral
objection by a subordinate to an activity. The essential requirement here is to avoid a hostile or
punitive attitude. It is not implied that a person
acting on his convictions should be immune from
the repercussions of his actions or that he is entitled to express those beliefs in any manner or to
any audience he chooses.
The provision concerning the adherence of subordinates to rules is meant to encourage supervisory personnel to promote and sustain a certain
climate. The three external authorities and the basic requirements of trust and fairness should be
respected by subordinates. Generally, adherence
"to the letter" of regulation should be the minimum a supervisor can expect.
Finally, the parameter concerning extraprofessional conduct extends basic legal and moral requirements outside financial and business activities.
The Conscientious Objector
Table 2 lists regular standards which should be
included in the professional code.' This list of regular standards is a broad one.
The volume of the body of ethical guidelines
developed for management accountants precludes
even useful excerpting here.4 However, our code
should state the meaning of a standard, broadly
specify actions that support it, give case examples,
and include a "conscientious objector" section.
Examples of some ethical guidelines are listed in
Table 3.
We conducted a survey to determine what ethical conflicts we should explore in the code.' These
would take the form of case guidelines. We found
that three main dilemmas were uppermost in the
minds of management accountants we surveyed:
the belief by an accountant that superiors have
materially misrepresented some aspect of his company's financial condition to dependent outside
parties; the concern by an accountant that accounting decision making within his company
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may be unduly influenced by purely "business"
considerations; and the concern by an accountant
that legitimate interests of relatively inconspicuous outside parties are threatened within his company.
A code should also discuss possible conflicts between its own standards. As a general rule, the
order of ethical priority would be the law, professional regulations and principles, and organizational policy. Where there is a conflict between
legal and professional regulation, the regulatory
agency would have the final say in a "compliance"
case. In an "enforcement" case, resolutions compatible with both authorities are favored. In
adopting specific "rules of conduct," a professional body may exceed its lawful authority or fail to
exercise due process. Generally, an accountant
should adhere to such a provision unless it is
dropped or the courts find it unenforceable.
Conflict between a management accountant's
conscience and other parameters must be resolved
in favor of his conscience. "Conscientious objection" guidelines, however, concern moral objection by an accountant to external regulation governing his company, company compliance with
that regulation, and his own involvement in such
compliance. This threefold distinction deserves
further analysis.
It is assumed that a management accountant
would lack the authority to commit his company
to violating "parametric" regulation, as opposed
to advocating it. Advocacy is understood to require the judgment that noncompliance is a
broadly conceived fiduciary responsibility of the
company.
A management accountant morally objecting to
a law on the grounds of fairness is not necessarily
entitled to flout it, because respect for law is a
central requirement of morality. There are also
legal penalties for noncompliance to be considered. However, a proposed code of ethics should
offer guidelines for a company challenge to such a
law. Because professional legal evaluation would
be critical, a very limited advocacy role is reserved
for a management accountant here. The code
must also offer guidance to an accountant concerning compliance with a morally objectionable
law.
Ethical rules of conduct should be restricted to
moral obligations recognized as unusually central
to protecting parties relying on the services of
management accountants. Any specific application cited for a broad principle must be recognized
as highly significant and not unusual. The circumstances may or may not recur for the individual.
Code standards should not demand material
sacrifice in terms of personal, financial or occupational opportunity. Additionally, any sacrifice entailed by compliance must be distributed equitably
among accountants and be clearly warranted by
MANAGEMENT ACCOUNTING /AUGUST 1980

Proposed Regular Standards for a
Management Accounting Code of Ethics
A management accountant must:
• Strive to perform as ably as he can under all circumstances.
• Keep current with developments in his principal fields of
service and in areas relating closely to the broader context
of practice.
• Make personnel decisions or recommendations in terms of
suitability for able and productive organizational service,
with due concern for all pertinent behavioral implications.
• Provide competent and supportive supervision, recognizing
the critical role of subordinates in fulfilling professional
responsibilities.
• Exercise independent judgment, resisting influence over his
professional judgment by other parties or interests.
• Exercise objective judgment, to be fully prepared to
respond to adverse conditions.
• Candidly acknowledge significant limitations in knowledge
or experience which he considers relevant in any way to his
qualifications as a candidate for a position or an
assignment.
• Recognize and acknowledge deficiencies in his own
performance.
• Not encourage unrealistic expectations about his
occupation either before or after accepting a position or an
assignment.
• Adhere as faithfully as he can to his own personal ideals in
pursuing his responsibilities to reliant parties.
• Respect the personal ideals of other persons.
• Assist the professional development of junior colleagues
inside and outside his employer organization.
• Respect the skills and judgment of members of his own and
related professions.
• Support advancement of the field of management
accounting.
the prospective benefits for all reliant parties.
Code standards must also be fair to companies,
and not demand material sacrifice of "normal"
profit seeking activity. There should be no significant interference with well - established employee
incentive programs.
Our code should also be constructed so that a
professional organization such as the NAA can
easily monitor members and enforce its rules of
conduct. This enforcement must be systematic
rather than fortuitous, not materially discriminatory, and not intrusive upon the time or privacy of
management accountants. It must also be fair to
employer companies in general. Material intrusion
upon the use of company resources is not acceptable. Finally, the enforcement of all rules of conduct should be evaluated in "cost/benefit" terms.
That is, all foreseeable costs or sacrifices on the
part of management accountants, their employers,
39

Proposed Parametric Standards for a Management
Accounting Code of Ethics

A management accountant SHOULD NOT:
• Accept or maintain a position calling for more than isolated
participation in action contrary to his conscience.
•

•

•

•
•

•

Accept or maintain employment with a company whose
commitment to following the law or to professional
regulation and principle he seriously questions.
Accept or maintain employment with a company having
policy requirements concerning his service that he finds
intolerable.
Withhold notice of any material outside activities from a
prospective employer or enter into one without the prior
consent of his employer.
Accept or maintain employment involving constraints on
his private life to which he materially objects.
Violate the confidentiality of information to which he has
access. He also must not use confidential information for
personal gain.
Engage in dishonorable extraprofessional conduct such as
civil or criminal offenses.

the sponsoring professional organization and other parties should be considered.
Enforcing Rules of Conduct
Who should sponsor and oversee the code?
Ideally, it should be a private body. Affiliation
with this organization should not be required for
the practice of management accounting. A sponsor should be identified dominantly with the field,
be accessible to accountants at all levels, and be
composed of a reasonably sizable class of management accountants. While no group now qualifies,
the CMA program administrator satisfied our first
two conditions, and should in time meet the third
requirement as well.
The survey of practicing management accountants mentioned earlier helped to identify possible
rules with regard to affiliation. For example, there
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are certain relationships which a management accountant should not have with significant competitors, suppliers, distributors or with current or
prospective customers of his company. He must
not be a management official, consultant, shareholder or director for any of these companies,
Other members of the accountant's household
should hold none of these prohibited affiliations.
However, exceptions to the household affiliation
rule may legitimately be made on the basis of substantive "vertical integration" between the employer company and a supplier or a distributor,
including common third party control of the two
companies. Finally, a management accountant or
other members of his household should not accept
cash, gifts or unusual favors from any party with
which he should not be affiliated. He also should
not authorize or consent to the provision of gratuities to personnel of such companies.
Next:

Mandatory Rules?

We have tried here to develop some possible
guidelines for a management accounting code of
ethics, based on a great deal of prior research.
This article only partially represents the broader
ongoing study on which it was based. Extensive
work is still needed to refine and validate this proposed code specifically for the management accounting profession. In particular, a variety of
major unresolved issues exist in identifying and
administering mandatory code rules.
Formulating a workable code of ethics for any
new profession is not an easy task. But it is necessary to do so because it will benefit both management accountants and the people they serve. It is
an issue which no one pursuing a career in management accounting can afford to neglect.
11
1 This article is adapted from a study financed by an Ernst & Ernst Foundation
fellowship and research grants from the Syracuse University School of Manage.
ment. The author wishes to gratefully acknowledge their support.
2 These criteria are developed by Richard B. Brandt in his book Erhicol Theory.
Prepuce -Hall, Englewood Cliffs. N.1., 1959.
3 In addition to the regular standards, the author has identified l6fuueiinaal standards for management accountants. A list of these standards is available directly
from the author.
4 The guidelines are presented in Sheldahl. "Development of a Code of Professional
Ethics for Management Accountants," Ph.D. dissertation, University of Alabama,
1979.
5 Sheldahl, "Development," ibid., pp. 419.24. The survey, which also contains a
subordinate component relating to rules of conduct, is documented in detail in pp.
153 -277. A paper summarizing the part relating to case guidelines is in preparation.

MANAGEMENT ACCOUNTING /AUGUST 1980

Accounting for Contract Costs
and Value in the Forest
Products Industry
Contrary to industry opinion, accepted accounting practice suggests
that reasona ble estimates of contract costs and value should be
included in the financial statements. Here's how it can be done.

By Rod W. Ashby
and George D. Funk
Timber cutting contracts' provide a significant
part of the timber used by the forest products industry. In the mountain states and far west, the
principal sources of contract timber are the public
lands administered by the U.S. Forest Service, the
Bureau of Land Management, and various state
government agencies. Privately -owned land is an
important source of contract timber in the south
and east.
In spite of the importance of this resource, accounting practices within the industry vary as to
balance sheet classification, disclosure of commitments, and recognition of cost in measuring the
results of operations. Here we examine one of
these controversial issues —that of cost measurement and recognition, or accounting for the realization of timber cutting contract costs. Are there
objective methods we can use to estimate the net
realizable value of a timber cutting contract commitment? If so, we can then use this as a basis for
a loss provision in financial statements when there
is no net realizable value.
Some companies value commitments under
The information in this article is based on the authors' experience to the forest
pri,duc" industry and a review of both publicly -owned and closely -held company
annual reports. They also viurveyed 13 national forests and interviewed a number of
professional foresters.
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timber cutting contracts at the lower of cost or
market and have included significant loss provisions in their financial statements. However, there
also have been instances of auditors qualifying
their reports because loss provisions were not included in the financial statements. Because of the
absence of financial statement disclosures, we cannot be certain of the accounting policies used by
some companies. However, we believe that a significant number of forest products companies do
not record or disclose potential losses in their financial statements — losses which can occur from
future harvesting of specific cutting contracts or
from contract abandonments.
Their reasons for doing this are varied. Some
simply state that there are no estimates of costs
and values. Others admit that estimates exist but
because there are so many variables it is extremely
unlikely that the estimates will be comparable to
actual results. When reasonably accurate estimates do exist, companies may claim that generally accepted accounting principles do not require
information about estimated losses to be included
in financial statements —either in a loss provision
or by disclosure — because cutting contracts are
executory contracts. It is also true that cutting
contracts can be abandoned and the value of the
timber, upon resale, may be more or at least not
significantly less than the commitment. Finally, a
Copyright © 1980 by the National Association of Accountants
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company may also cite the fact that although estimates indicate there may be losses upon conversion of certain cutting contracts, these potential
losses will be offset by gains from the conversion
of other timber resources. In an economic sense,
they consider the total timber resources to be the
measurement base.
Applying Standard Principles
Clears Muddy Waters
Are any present generally accepted accounting
principles directly applicable to cutting contracts?
If not, are there principles which can be used for
conceptual guidance?
It has long been recognized and accepted that
estimated material losses on firm inventory purchase commitments should be included and disclosed in financial statements.' Some managers
and accountants believe that this principle does
L not apply to cutting contracts because timber is
not, by financial reporting definitions, "inventory," We believe that this accounting principle is
applicable. This is because unless rights and obligations under cutting contracts are included in financial statements as assets and liabilities' they
"first" impact financial statements as inventory.
Therefore, it is logical to consider cutting rights
"unrecorded inventory" or inventory commitments. 4

In ad d itio n , it is an accepted accountin g co n cep t th at all assets meet the test of realizability . Tho se assets m ost easily m easured for real 1; izab ilit y ar e th o se wh ich a re t h e m ost liquid. In
� 'A�m ost�in stan ces�it�wo uld�be�con sidered�a�deviation

y. .
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fro m acco u n ting p rin cip les not to m easure them .
Su ch assets are ex p ected to b e converted to cash
o r t o a m o re liq u id fo r m d u rin g t he s ub se qu en t
op eratin g cycle. Reco rded inventory is included in
th is d efin itio n . It is lo gical to also include comm itmen ts to p u rch ase lo gs, particularly if the co m mitm ent will b e executed within the next succeeding o peratin g cycle. We t h in k th at m os t us ers of
fin ancial statements assu me that the lower -of -cost
or m arket p rin cip le h as b een ap plied to all assets,
particularly those wh ich will be converted to
mo n etary assets with in th e n ex t operating cycle.
If tim b er cu ttin g co n tracts are not inventory
pu rch ase co mm itm ents, and th erefore not m easur-

able under ARB No. 43, potential losses probably
should be evaluated under FAS No 5,1 and related
interp retat ions. A par ticular re quirem ent o f FAS
No. 5 is that the am ount or range of a contingent
loss m ust be reasonably estimated. Since m easurement of the potential loss of a tim ber cutting contract requires estim ating both cost and market,
som e contend that the reasonableness test of FAS
No. 5 cannot be m et.
Nevertheless, there are m any other instances in
which it is standard practice to est im ate future
costs and values. For exam ple, construction contrac tor s ha ve for m an y y ear s re por ted results of
operations by percentage -of- completion accounting concepts. Application of m easurement principles in this industry necessitates estim ation of
both fu ture co sts and future revenues. Any estimated losses on individual contracts are included
in current financial statem ents even tho ugh future
actual results are likely to be different. Sim ilarly,
when the m arket value of certain equity securities
is less than cost, accounting principles require
such differences to be recorded in financial statem ents, even though the estim ated loss m ay never
be realized by a s ale transaction. 5 And when a
company plans to dispose of a segment of its business, APB No. 30 requires that m anagem ent estimate the amount'of gain or loss from such disposal. This requires estim ates of future costs of sales,
results of future operations of the segm ent, and of
future value in a sale transaction. The application
of this accounting principle requires estim ates of
both fut ure co sts an d f utu re m arket values. We
cannot see any essential conceptual difference between these estim ates and those which are necessary to de term ine th e net realizable value of tim ber cutting contracts.
If it is app ropriate to estim ate cos t and m arket
valu es f or tim b er cutt ing con trac ts, what guidelines can we use? Becaus e contract term s, conditions and the information available to management can vary, we ar e suggesting only general
rules here and not s pecif ics. We will co ver t hree
broad areas: the application of contract term s and
conditions under the specific business environm ent, the m easur em ent of an y los s, an d the presentation in financial statem ents.
Gauging Econom ic Im pact
The basis for evaluating the econom ic im pact of
tim ber cutting contracts is the com pany's operating p lan. Som e com p anies pre pare writ ten p lans
and financial projections. Others maintain more
inform al plans which m a y b e lit t le m o re th a n a
series of loose schedules. Regardless of form , the
plan includes considerations of specific areas to be
logged, product conversions, and sales. Here is a
checklist of factors which m ust be considered for
each cutting contract to evaluate its economic im pact:
MANAGEMENT ACCOUNTING /AUGUST 1980

•�Must�or�should�the�contract�be�completed�whol- cies, and end product utilization. Sources of relevant log volum e, quality and species characterisly or in part during the next 12 months?
•�Do�estimates�of�species,�grade,�difficulty�of�log- tics include the government, business, and third
ging or hauling indicate future, rather than cur- party foresters. One of these sources may have
been used when the contract was initially considrent , logging?
•�Can�the�contract�be�extended�in�anticipation�of ered. Once the log characteristics are evaluated,
the end product utilization (under the general
a more favorable time for logging?
•�Should�the�contract�be�completed�even�if�price business operating plan) and cost of conversion
can be reasonably estimated. While the mechanics
or log type are not favorable?
•�What are the possible consequences of non - would vary, all would consider revenues from pricompletion, penalties of forfeiture, resale dam- mary products, by- products, and conversion costs.
ages and potential of disbarment from future The selling and relevant administrative costs
bidding?
would be determined in accordance with the same
principles used for the recognition of revenue and
These factors illustrate that the evaluation of the cost in the operating statements.
future economic impact of cutting contracts is an
A net loss would be equivalent to a write down
inherent part of the operating plan.
of the contract logs from initial cost to- current
Another equally important consideration in es- market price and would be separated into two
timating economic impact is the selection of a val- parts�—the 12 -month and 60 -month estimates
id future time frame. While it is agreed that the mentioned earlier.
One final consideration for loss measurement
entire term of the contract is relevant, within what
rem
ains. Should loss contracts be aggregated (as
period is its impact reasonably predictable? A
popular belief is that the forest products industry lower of cost or market measurements usually
is tied to a three -to -five year cycle, so considera- are) or should gain contracts be included as offtions would generally be consistent with that time sets consistent with the principles in FAS No. 12?
We advocate an averaging concept because conspan.
There are other points which must be remem- tracts are commonly purchased as complements
bered when gauging economic impact. Each con- of others for a total resource base. However, we
tract is an in tegral p art o f th e b u sin e ss o p eratin g would limit this averaging to contract timber and
plan and should be evaluated with respect to the exclude sources from timber held in fee. We also
plan. It is important to consider planned or ex- would limit the contract portfolio to a 12 -month
pected action in relation to the total operating harvest plan. Gain contracts expected to be harplan. We must also evaluate the contract in light vested after 12 m onths would not be used as offof the most reasonable expected action relative to
the total b u siness op eratin g plan .

Calculation of the monetary effects of a contract can take three perspectives. First, we can
consider specific revenues and costs expected during the next 12 months. This would provide a single reasonable monetary estimate for recording a
loss provision. We can also look at revenues and
costs expected during the next 13 through 60
months. This will be a vaguer range of possible
losses, rather than one specific amount . Projections beyond the 60 -month line would not be definite enough to be useful, and go outside of the
normal maximum business cycle of the forest
products industry.
How to Measure Loss
The potential for losses can be estimated either
from an evaluation of the characteristics of the
logs as described in the cutting contract or from a
review of the monetary results of contract default.
Measurement should be made based upon the
most reasonably expected option from the company's operating plan without regard to the relative
monetary results of other options.
An evaluation of the effect of completing the
contract sh o u ld in clu d e ex p ected lo g q u ality , sp eMANAGEMENT ACCOUNTING /AUGUST 1980
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ma y,

sets to loss contracts which are to be harvested ;� ,
within 12 months. Finally, we believe that disclosure of the amount of aggregate loss contracts is
appropriate when gain contracts are included to
determine the net expected loss.
Costs resulting from default due to non- execution are generally stipulated in the contract. These
are usually lump sum forfeitures or damages. To
measure them we take the difference between the
contract price and resale price (which is usually
determined by referring to current markets in the
area of the subject timber).
In most instances it will not be possible to measure the precise impact of possible disbarment
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from future bidding on certain government contracts. Nevertheless, this possibility should be disclosed in the financial statement if a significant
timber source is affected.
In the presentation of all this data, potential
losses from contract performance and forfeitures
for the next year should be measured in the manEach contract is ner we have described. A provision should be inan integral part cluded as a charge to income in the current period
of the business as of the balance sheet date.
Possible contract completion and forfeiture
operating plan.
losses should be fully disclosed in footnotes to the
financial statement. The disclosure should include
the amounts recorded in the financial statements
and indicate the dollar range of expected losses on
contracts to be realized from one year through five
years after the balance sheet date. The footnotes
should also indicate that the range was based
upon reasonable expectations of markets, costs
and inflation rate for this period. Nonmonetary
results of contract default —such as disbarment —
must be considered in view of their potential materiality, and in the light of their effect on the via-
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A Leasing Guide to Taxes
In some states, equipment that is subleased
can be taxed twice —or even three times.

By Glen L. Duty
When a subsidiary of Hughes Aircraft needed a
smart way to finance its massive $350 million
project to design, build, and operate four communications satellites, it turned to one of the new
heavyweights of American business —the leasing
industry. And it is not alone. Companies of all
sizes have discovered the benefits ofleasing equipment that have made it one of the fastest growing
sectors of the economy.
By definition, a lease conveys the use of equipment for a specified term for a specified rental
amount. The lessee will have physical possession
ofthe leased equipment but the legal title remains
with the lessor. This fact, coupled with many different laws at the federal, state and local level can
create many tax problems for both the lessee and
the lessor.
At the federal level, lessors and lessees contend
with the income tax. The first federal income tax
was enacted in 1913 and new tax codes were issued in 1939 and 1954. The 1954 code has been
changed constantly over the years by Congressional action, court case decisions and Treasury Department rulings. While the leasing concept has
been around for decades, it was not until the early
1950s that it was used for machinery and equipment on a large scale. Many questions about leases are hard to answer because the 1954 code did
not fully deal with the concept of leasing.
Is It a Lease?
Our best guidance comes from the many court
0025 - 1690/80/6202- 3233/$01.00/0

rulings which have dealt with leases. A basic question here is whether the contract is a lease or a
"concealed conditional sale." Even though there
have been many court rulings on this matter, it is
still difficult to decide if an agreement is truly a
lease because most leasing agreements vary in
wording, equipment or other aspects. But this distinction is important because a lease usually offers
tax advantages that other forms ofequipment financing do not. The lessee can recover his investment more quickly by writing off rents over the
lease term than he can by following the depreciation method. The tax savings involved gives improved cash flow, and there is less bookkeeping
for taxes. For the lessor there is a possible federal
Investment Tax Credit or ITC advantage on
equipment purchases, and a quick recovery of investment by accelerated depreciation over the
term of the lease or life of the equipment.
In addition to the federal income tax, the owner /lessor must also be concerned with the Federal
Highway Use Tax or FHUT on trucks and buses.
This tax is on vehicles weighing 13,000 pounds or
more and is graduated upward according to
weight and number of axles. It is an annual tax
from July I- June 30 and is prorated in the first
year that a truck is put on the highways.
Another major consideration in the decision to
lease or purchase is the Investment Tax Credit or
ITC provision of the federal tax laws just mentioned. This is a credit against the owner's federal
income tax liability based upon a percentage (currently 10%) of the cost of the equipment. It is a
valuable item ifthe owner must pay taxes. A purCopyright © 1980 by the National Association of Accountants
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chaser of equipment who cannot use the credit
may find it advantageous to lease the equipment
and let the lessor keep the credit in return for
lower rentals.
When Is It a Sale?

Virtually every
state has special
tax rules for
motor vehicles.

Currently, 47 states and the District of Columbia impose a sales tax, a use tax or legally permit
localities to impose them. Most of these 47 states
do both. The three states which do not currently
have a sales type tax are Montana, New Hampshire and Oregon.
While they have many different names, all these
taxes basically tax the purchase of goods. In a
lease arrangement, the question becomes who
made the purchase and when. For example, does
the lessee acquiring the equipment constitute a
sale or does the monthly rental constitute a sale?
Some states try to make two transactions out of a
lease —one when equipment is purchased and another each time equipment is rented. Since every
law is different, we will first explore the usual tax
treatment and then the unusual problems.
Usually, the purchase of equipment by a lessor
is considered a purchase for resale and not taxed.
The rentals then become the retail sale and are
taxable. However, many states do not define the
difference between a "hidden conditional sale"
and a "true lease." If, under state law, the contract is treated as a conditional sale, then the tax is
due upon purchase and the monthly payments
would be exempt from tax. Deciding which treatment applies is sometimes very difficult and subject to individual interpretation of the various
state laws. Some special problems of states:
ALABAMA
For various reasons, Alabama does not want its
sales tax to be obvious to the consumer. Because
of this, the lessor cannot add tax to his lessee's
invoices. However, the states still collects the tax
from the lessors. This means that contrary to most
state laws, the tax must be hidden in the rental
amount of invoices.
ALASKA
The State of Alaska is different in that no state
sales tax is imposed. However, the state law does
permit localities to impose a sales tax and some
localities do.
CALIFORNIA
California is one of the few states that defines
when a contract is to be treated as a lease. Any
contract with a purchase option of $1.00 or more,
which is for mo re than o ne day or wi th total
charges exceeding $20.00, is considered a lease.
This is in contrast to most laws that require at
least a 10% purchase option and a term of 30 days
or more.
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If the contract is a lease under California law,
California also gives the lessor an option of either
paying tax on the cost of the rented equipment or
on monthly rentals received. If he chooses to pay
on the cost of the equipment, the lessor is at a
cash flow disadvantage because he is paying "up
front." If the equipment is moved to another state
there will be no refund. In addition, there would
be no refund if the lessor suffers a credit loss because a lessee fails to pay. However, the advantage
to the lessor is additional income charged on the
taxes paid up front while the lessee incurs no additional total expense. This happens because the additional tax paid on rentals rather than on equipment cost will equal the interest charges.
California has another feature in its law which
is unusual. The state defines rentals to include all
amounts paid to the lessor by the lessee. This approach enables the state to add sales taxes to items
of reimbursement to the lessor such as personal
property tax, maintenance and so forth.
Parts of California have an additional special
tax, the Bay Area Rapid Transit or BART Tax.
This is a 1/2 % addition to the usual sales tax in
areas served by this transportation system. The
proceeds go to support the transit system.
FLORIDA
While most of the Florida sales tax law is not
unusual, a couple of items are worthy of note.
When a contract is on a lease form, Florida will
not tax the purchase of the equipment and will
virtually always tax the rentals. When equipment
is being relocated out of Florida, it taxes the value
of the equipment at the time of shipment. The
exception here is the Florida farmer. Farming is
one of the few businesses that enjoys an exemption
on purchases and on the sale of goods direct to the
consumer.
Another feature of the Florida law is the tax on
leases of real property. Except for single family
dwellings and rentals of 12 months or more to
"transients," all realty rentals are taxed. Generally, most states will exempt realty leases in order to
attract businesses.
ILLINOIS
While the Illinois tax code is one of the most
complicated in the nation, it actually is relatively
simple when dealing with a lease contract. On several occasions, the Illinois legislature has tried to
enact a tax on rentals, and each time the courts
have ruled it to be unconstitutional. Therefore,
the only tax is on the purchase of the equipment
and applies when a lease is employed to obtain the
equipment.
In this state the lessor must see that the use tax
is paid. If the vendor is an out -of -state vendor and
does not collect the Illinois tax, then the lessor
must report and pay the tax directly to the state
MANAGEMENT ACCOUNTING /AUGUST 1980

tax authorities. An out -of -state assessment is at a
lower rate since the local tax is not collected by
out -of -state vendors. An out -of -state lessor bills
only the state rate on his sales to customers for
equipment sold after the lease has expired.
KENTUCKY

just on purchase price, as in the Illinois case.
NEW JERSEY

One part of New Jersey tax laws can give a
lessor troubles, especially if the lessor only has a
few leases located in New Jersey. If a mistake is
made and taxes are paid to the state in error, refunds are extremely difficult to obtain. This often
happens when a lessee does not give the lessor an
exemption certificate at the beginning of the lease,
but instead submits a certificate at a later date and
requests a refund for taxes previously paid.

Most of the Kentucky laws follow the expected
tax -on- rental method. Like most states, Kentucky
grants special considerations to favored industries
such as mining and construction. In cases of this
equipment, the lessor is considered to be the consumer of the equipment leased. As a consumer, he
cannot pass the tax along to the lessee as a separate charge. However, an agreement for the lessee
to reimburse the lessor may be made as a part of
the contract and shown on invoices as a total
without identifying it as a tax. If the contract is
deemed to be in lieu of the sale, then the tax can
be paid on the total rents due plus any option
price at the time equipment is purchased.

New Mexico views a lease in the same way Alabama does. The lessor is the consumer of the
equipment and therefore he is the one who must
pay the tax. He cannot pass this cost on to his
lessee as a tax. However, the lessor may consider
it to be a part of the rents and raise them accordingly, if the lease contract provides for these taxes.

LOUISIANA

NORTH CAROLINA

Louisiana considers each rental to be a separate
taxable transaction. Under this theory, a lease
with a sub -lease agreement may be taxable both
on the lessor /lessee billing for rents and on the
rentals that the lessee collects from his sub - lessee.
It is also of worthy note that ships and boats have
special rules under a lease (also called a "bare
boat charter ") and special rules apply to leases of
off -shore drilling rigs and vehicles.

The North Carolina sales tax is difficult from an
administrative viewpoint. This is because the law
places a limit on the amount of tax collectable on
certain types of equipment, usually $80 per machine. In the case of small units, keeping up with
the equipment — knowing when the limit has been
reached —is a problem. In addition, defining a
of equipment can be virtually impossible when
several items work together, such as conveyor
belts and processing equipment.
Like most other states, North Carolina encourages industrial development by exempting certain
types of equipment from tax. This exemption
makes it very important to know exactly what
of equipment is involved and what use the
lessee will make of the leased equipment, in order
to make the correct tax treatment decision.
North Carolina also broadly defines rents as
any funds received by the lessor which could be
used to tax personal property, insurance, maintenance agreement and so on.
Although these states present the biggest problems, almost every state has its own peculiarities.
This is because local politics are involved. Accordingly, a lessor must constantly review his
transactions to see if the equipment he is now leasing out is specially treated under state and local
laws.

Maryland sales /use tax laws are different in
that they have a definition of receipts much like
California's. Therefore, Maryland attempts to
levy a tax on all receipts of a lessor. This includes
the property tax reimbursements and similar payments that a lessee makes to the lessor under a net
financial lease agreement.
MISSISSIPPI
The Mississippi sales tax is probably the most
difficult of all to administer. The law here is that
virtually all equipment is taxable when purchased
for lease purposes. A second tax is imposed on the
rental amounts but a credit is given for the original tax on purchase. This credit is on a lease -bylease basis, meaning that the total credit must be
broken down on the basis of each lease. Once the
tax on rentals exceeds the tax on purchase, the
lessor must begin to collect tax from the lessee
and remit these taxes to the state. This provision
insures the state of the best possible tax advantages. If the equipment is moved out of state, the
state receives the full tax —as if a sale had been
originally made. If the equipment remains in the
state and the lessee pays more than the original
cost, then the state collects tax on full rentals, not
MANAGEMENT ACCOUNTING /AUGUST 1980

unit

type

MARYLAND

NEW MEXICO

Most states
have a form of
franchise tax in
place of a
business
license.

The Law of the Road
For example, virtually every state has special
tax rules for motor vehicles. Generally, the tax is
on purchase and is paid to the Division of Motor
Vehicles at the time of titling. It is often at a lower
rate than other items.
Tax laws for motor vehicles also vary from state
to state. In Texas, if a motor vehicle is for "rent47

If the lessee
moves
equipment
without
notifying lessor,
it may result in
a nasty surprise.
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al" use, then the tax is based on rentals. If a vehicle is to be subject to a "lease" then tax is based
on the purchase price and must be upon purchase.
The difierence lies in the definition of a rental —a
period less than 180 days.
West Virginia has an approach which also is
not the general rule. In that state if a vehicle is
leased with no purchase option, then tax is due at
time the lessor acquires the vehicle. If a lease
agreement has an option to purchase, then tax is
due on each rental and on the option price within
30 days of the end of the lease agreement.
California, Virginia and some other states tax
the vehicle at the time of purchase only and rates
may or may not be at the regular sales tax rate.
While some states require the local tax rates to be
paid on motor vehicles, other states do not. Most
states, such as Wisconsin and Illinois, have tax
exemptions for vehicles used exclusively by common or contract carriers. These are only some of
the exceptions for vehicles, and it is always wise to
verify the vehicle laws prior to purchasing when
doing business in a state whose laws you do not
know intimately.
Another tricky area is that of sublease agreements. These usually pose problems both for the
lessor and the sublessor. Under some state laws,
the equipment will be taxed twice—or even three
times States with a double tax—on the purchase
price and another on rentals— include Hawaii,
Mississippi, Louisiana, and others. When a lessee
subleases the equipment either on a rental or lease
agreement basis, these second rentals may also be
taxed. State laws are usually vague on this type of
agreement but a good guide is the definition of a
taxable sale. If the sale is taxable, then you must
check the allowed exemptions to see if either rental will qualify as tax exempt in a particular state.
In many states, rentals and leases have different
tax laws. Therefore, a lease in which the equipment is rented to a third party under a sublease
may have one tax rule apply on the lease portion
and another on the rental portion. The Texas motor vehicle laws mentioned earlier illustrate how
this could happen. This can get confusing if the
original lessor is in a state which rules the leasing
of the equipment to be a taxable consumption but
the sublessee uses the equipment in another state
with different rulings.
There are few problems when leasing to the
U.S. government because federal law prohibits the
states from taxing the federal government. However, care must be taken when dealing with an
agency of the U.S. government, a state, or its political subdivisions. For example, under Alabama
and New Mexico laws, the tax is on the lessor. In
such a case it could be ruled that even though the
lessee would be exempt, the transaction would be
taxed to the lessor.
Many states also have special rules for equip-

ment used in manufacturing processes. Alabama,
Hawaii, Mississippi, New York and North Carolina offer reduced rates to purchasers of manufacturing equipment. Generally, this is done to encourage the creation of new jobs. Many other
states give partial or complete exemption from the
tax. A problem here is the definition of "manufacturing equipment." For instance, is tire recapping
machinery a piece of service equipment or a manufacturing machine? If it is defined as a piece of
service equipment, and if labor and material
charges are stated separately, then labor possibly
would be exempt and all other charges taxable. In
Virginia, the equipment is exempt from tax if it
actually touches the product being "manufactured." In the example above, a leased piece of
equipment which physically touches the tires
would be exempt. An air compressor used to operate the unit that doesn't actually touch the tire
would be taxable.
Many states treat sales and leases of used equipment in the same manner as transactions with new
equipment. However, some states have special
laws for used equipment. Also, parties not in the
usual business of selling equipment can sell used
equipment tax free under a "casual sale" provision. This could have an effect on the purchase of
equipment for lease purposes, especially if it is
purchased for sale /leaseback purposes.
Rural states are known to give special tax concessions to farmers. For example, states such as
Florida allow farmers to sell their products directly to the consumer tax -free. Most of these states
also allow farmers to acquire supplies and /or
equipment free of sales /use taxes. A lessor dealing
with a farmer may find that both the purchase of
equipment and the rentals received from the farmer to be free of sales /use taxes. However, if the
state considers the lessor to be the "consumer" of
the equipment he may be taxed on purchase regardless of other laws.
Filing Exemption Certificates
No discussion of sales /use tax problems would
be complete without a discussion of exemption
certificates.
The ten states which currently require no documentation do require the lessor to verify that the
equipment will be used to meet one of the exempt
purposes in its laws. Therefore, the lessor should
use care to verify the type of business the lessee
will use the equipment for, and whether or not the
equipment is exempt. While a lessee may be primarily in an exempt industry, he may be acquiring
the equipment for use in a nonexempt line of business. The lessor could then end up with a large
unexpected tax liability.
Those states which require an exemption certificate generally will hold the lessor without liability
if he accepts an exemption certificate in "good
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faith." The lessor must be sure that the certificate
is on a legal form, as required by the state, and
that the lessee can and will use the equipment for
the exempt purpose stated on the certificate. If the
lessor has done this, then full liability and responsibility for any and all taxes which may be due are
the lessee's. At present, 34 states have this type of
provision in their laws.
Finally, three states require an exemption number to be on file. These laws are very similar to the
exemption certificate laws, except the lessor only
has to have a number on file instead of an actual
certificate. However, it is a good idea to try to
have a signed certificate or at least a letter from
the lessee giving his number in order to prevent a
lessee from withholding the number when a problem arises or when a change in the lessee's operation or management occurs.
The personal property tax must also be considered. In some states this tax is processed through
the state government. Most states leave this type
of tax to the localities. Three states that are very
convenient for a lessor who has equipment scattered in many localities are Ohio, Maryland and
South Carolina. In these three, a single filing for
all equipment owned and located in the state is
made. The state then takes the information and
supplies it to the state localities, who in turn bill
the lessor for the local tax.
A license may be required in some states in order to conduct a leasing business. The requirements and costs involved vary greatly and are
changed frequently by the state governments.
Some states, like Delaware, have a license of low
dollar cost in order to control the type of firms
doing business in their state. Most states have a
form of franchise tax in place of a business license.
Examples of states with this type of provision include Georgia, Maryland, Pennsylvania and New
Jersey. In these states the tax is based on the percentage of the net worth of the business used in
the state to the total net worth of the lessor. The
names applied to these types of taxes are variable
but they are all basically a tax upon the privilege
of doing business within the states.
The majority of states impose an income tax on
leasing as they do on other types of business. Here
the laws are not special for leasing, so a lessor
encounters the same basic problems as other taxpayers except that most lessors operate in a large
number of states and have more accounting problems than most businesses. Most of the states follow the federal income tax laws and use the federal taxable income as a base for beginning their tax
calculations. The standard method is to take the
federal income and apportion it to the various
states involved, using a percentage of sales, property used, and salaries incurred in each state to
the total of each component. Although a few
states will use only one or two of the three compoMANAGEMENT ACCOUNTING /AUGUST 1980

nents they are generally similar in theory even
though the actual forms used are different.
One adjustment is commonly made to the federal income tax to arrive at the amou nt to be
taxed by the states. This adjustment is to add back
the state and /or local income taxes which were
deducted from federal income to arrive at the federal net taxable income. This is a standard type of
adjustment and not unique to the leasing industry.
In addition to the federal highway use tax mentioned earlier, virtually all states have special taxes on vehicles. Some of these are simple for a lessor to comply with, such as the purchasing of license tags and the paying of fuel tax. Some are
more difficult. For example, Ohio has an unusual
tax law that requires the lessee who has possession
of a truck to file a quarterly report on the number
of miles driven. The lessee may determine the tax
due by multiplying the number of miles driven by
the appropriate rate for his size truck. If the contract provides for the lessor to pay, the lessee simply gives the lessor's name and the other required
data. According to contract the lessor must pay
the tax unless the lessee has already paid it. Once
a year the state sends the lessor a gummed sticker
to put on the vehicle's windshield. If the sticker is
not on the truck, the truck may be stopped and
seized by police officers. Some states also may require trucks to be registered with a government
agency as well as the division of motor vehicles. In
Virginia, for example, they must also be registered
with the State Corporation Commission.
Certain states have a special tax on assets not
considered tangible or real property. These taxes
are not unique to a lessor, but because it is common for a lessor to operate over a wide geographical area he may unintentionally overlook certain
tax laws. Florida has an intangible tax under
which it is possible to have a lease be intangible
for the rents receivable on the lease contract and
also have the property taxed as tangible personal
property. North Carolina law also has an intangible tax which may be collected on certain accounts maintained in that state. Approximately
thirty states have an intangible tax of some type,
so a lessor should be careful not to incur any unnecessary tax liability in this area.

Ohio requires a
truck lessee to
file a quarterly
report on the
number of
miles driven.

Wrestling with Local Taxes
Local taxes represent another kettle of fish to
deal with. To begin with, there is the local sales
tax. Of the 47 states which impose a sales /use tax,
most also give the localities the right to impose a
sales tax. As a general rule this additional tax is
relatively easy to comply with because the state
will set the guidelines. Most even set a percentage
the local government can levy. Some states, like
Texas, Colorado, Arizona and Alaska either allow
or require the localities to collect their own sales
taxes. This of course means more paperwork for
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the lessor in order to properly handle these taxes.
There are some states that allow the localities to
either add local sales use taxes or change the rate
as they please. This obviously creates a problem
for lessors and other multi -state taxpayers. States
with this complication are Alabama, Alaska, Arizona, Georgia, Hawaii, Missouri, Nebraska, Nevada, New Mexico, New York, Ohio, Oklahoma,
South Carolina, Tennessee, Texas, Utah, Washington and Wyoming.
In addition to allowing localities the right to
levy sales taxes for general operating purposes, occasionally special legislation will be passed to allow a tax for a specific purpose. An example of
this is the California BART tax mentioned earlier.
Several other state governments are now considering levying this type of tax for transportation purposes. This trend could grow because of the drain
imposed on transportation systems by the current
energy shortage.
Under the state tax section, we mentioned that
some states facilitate payment of property taxes by
compiling data for the localities to use in setting
their taxes. The procedure in New Jersey is probably the easiest of all. The state uses a simple form,
and the tax is computed and paid at the time of
filing. Nevertheless, these taxes are one of a lessor's biggest problems because in most states each
locality administers their own personal property
taxes.
A lessor who writes financial leases especially
will have problems with property taxes. Usually,
the lessor has not actually seen or inspected the
equipment and leases all kinds of machinery and
equipment. Some leased items, such as storage
tanks and pumping equipment used in gasoline
sales, are considered as part of the real estate in
some localities and as tangible personal property in
others. The lessor can easily report the equipment
as personal property and also have it assessed by
the local tax authorities as part of the building. He
winds up paying a double tax.
Another problem encountered by a lessor who
gives up possession to the lessee is that of actual
location. Two variables come into play here. Frequently lessors will rely on the mailing address
while the actual governing body is in another location. This is particularly true in large cities such
as Atlanta in which more than one county and a
city are involved. The mailing address for all may

be "Atlanta" but the equipment is actually located in a neighboring county.
The second biggest problem with locations is
not knowing where the equipment actually is on
the assessment date. Obviously, large units of
equipment usually will not be a problem. Small
machines — especially motor vehicles —can be
tough to locate precisely. It is fairly standard for
lease agreements to contain a clause which forbids
the lessee from moving the leased items without
the lessor's prior approval. But frequently the lessee forgets or ignores this provision in the lease
and moves the equipment without notifying the
lessor.
This can result in a nasty surprise. Only when
another locality demands payment or the lessee
objects to a tax bill will the lessor know of this
problem. This may occur years afterwards —and
in some cases, a lessor will have no way of obtaining a refund for the taxes paid in error. He may
also be penalized by the proper locality for not
reporting the equipment. In operating lease agreements, the lessor would incur an unexpected expense or at best have a collection problem with
the lessee.
Once the equipment location is properly identified and the tax returns filed, the question of taxable value may arise. Because the lessor usually
does not have possession, he cannot know the condition or value of the equipment he has leased.
Some lessees may maintain the equipment well
while others may let it deteriorate. It is therefore
very difficult to guess at taxable value. If it is assessed by the government at a higher rate, there
will be problems because lessees will generally object to excessive tax bills. The lessor will once
again be caught in the middle with the problem of
getting reimbursed.
Mastering the Maze
Leasing has been of enormous benefit and it is
obvious the practice will continue to grow. In just
two decades the industry has freed up an estimated $150 billion for American industrial expansion
worldwide, and the American Assn, of Equipment
Lessors predicts that outstanding leases can reach
the $200 billion level as early as 1985. With huge
overhead outlays needed to purchase equipment —
the lessor's bread and butter —he can ill -afford to
be caught by surprise in a tax squeeze,
J
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BOOK SERVICE

THE FINANCIAL EXECUTIVE'S HANDBOOK
FOR MANAGING MULTINATIONAL
CORPORATIONS
by Lambert H. Spronck
This guide covers every aspect of the financial
executive's job and the problems encountered
in a multinational company. It builds on the
basic areas of multinational finance — foreign
trade and investments, acquisition, managing
overseas, worldwide banking, and more.
John Wiley & Sons
408 pp.

1980
524.95

CASH OPERATIONS MANAGEMENT:
PROFIT FROM WIT HIN
by Gerald R. Sinn
Intended for controllers, top executives, middle
managers and supervisors who through
controls and responsibility can contribute
profits to the organization, this guide outlines
methods for immediately improving profits in
business.
Petrocelli Books, Inc.
288 pp.

1980
$17.50

PRACTICAL OPERATING BUDGETING
by Lawrence Matthews
A practical aid for the operating manager who
wants to do a good budgeting job, this book
explains and illustrates in straightforward terms
all the essentials involved in effective
budgeting of operations. He describes the
steps necessary in developing sound budgets,
follow -up, use and maintenance.
McGraw -Hill Book Co.
238 pp.

1977
524.95

THE MARKETING OF PROFESSIONAL
ACCOUNTING SERVICES
by James J. Mahon
Written by a retired Big 8 partner, the book
offers a well- structured, detailed description of
how CPAs can market their services. The
author documents time- tested techniques of
acquiring clients and building a practice.
John Wiley & Sons
210 pp.

NAA's Management Accounting
Book Service enables members to
purchase books from a number of
major publishers at a 10% discount.
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.)

problems. It is filled with diagrams, charts,
systems, reports and examples that offer
instant Information.
Prentice -Hall, Inc.
224 pp,

1980
$32.95

THE AFFORDABLE COMPUTER: THE
MICROCOMPUTER FOR BUSINESS &
INDUSTRY
by Claire Summer and Walter A. Levy
In this wealth of expertise in layman's
language, you will find what to look for in
hardware and software; how to check out
costs, including operating costs; and how to
use microcomputers in inventory, payroll,
accounts payable and receivables.
AMACOM
179 pp

1979
S13.95

WHERE TO FIND BUSINESS INFORMATION:
A GUIDE FOR EVERYONE WHO NEEDS THE
ANSWERS TO BUSINESS QUESTIONS
by D.M. Brownstone and G. Carruth
Now you can locate the answers to important
business questions easily, quickly and at a low
cost. In today's business world, you need fast,
immediate access to a continually increasing
amount of vital information. Each entry includes

a full description and up -to -date prices, ordering data and phone numbers.
John Wiley & Sons
512 pp.

1979
$34.95

AUDITING THE DATA PROCESSING
FUNCTION
by Richard W. Lott
From the simplest details to the most advanced
problems, this book will help managers who are
not EDP specialists evaluate the data processing function and its levels of accuracy, efficiency, security, and overall effectiveness.
AMACOM
208 pp.

1980
$16.95

TAXATION FOR SMALL BUSINESS
by Marc Lane
If you own or operate a small business, turn to
this comprehensive strategy - packed guide for
reducing taxes and improving profits. In clear,
nontechnical language, the author gives you all
kinds of ideas and advantages of alternative
business forms, using capital transactions, tax
effects, and hints on making investments.
John Wiley & Sons
256 pp.

1980
S15.95

THE MANAGER'S GUIDE TO STATISTICS
AND QUANTITATIVE METHODS
by Donald W. Kroeber and R. Lawrence
LaForge
This hands -on reference book provides
straightforward explanations and examples of
the most important statistical and quantitative
methods and data used to solve typical
business problems. It is concerned with
practical management problems and avoids
detailed mathematics so the nontechnical
manager can understand.
McGraw -Hill Book Co.
366 pp.

1980
$18.95
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1978
520.50
Quantity

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

Total

THE HUNDRED BILLION DOLLAR MARKET:
HOW TO DO BUSINESS WITH THE U.S.
GOVERNMENT
by Herman R. Holtz
It's really not all that difficult to bid for a
government contract. Here are all the
techniques and strategies to help both large
and small firms find out what the government
needs, how to compete, make cold calls, get
help from the government to sell to the
government, and make bids.
AMACOM
320 pp.

Member Acct No.
SHIP TO:

Subtotal . . . . . . . . . . . . . .
Add Postage and Handling

1980
$16.95

FINANCIAL ACCOUNTING AND
REPORTING DESK HANDBOOK
by David Gittes
Here is a complete reference that provides
proven strategies and techniques for solving a
wide range of current financial accounting
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LybT,and Award —1 980
Mastromano presented Gold Medal for top article submitted in
1979 -80 manuscript competition; Leitch and McKinley win
Silver Medal, and Bullock is presented Bronze Medal.

Frank M. Mastromano, Morristown Chapter, was
awarded the Lybrand Gold Medal for the outstanding manuscript submitted during the 197980 competition year. The article, published in the
July 1980 issue Of MANAGEMENT ACCOUNTING,
is titled "The Changing Nature of the EDP Audit."
Robert A. Leitch and Sue H. McKinley, Atlanta North, won the Lybrand Silver Medal for their
manuscript, "Control of Cash Resources." The
manuscript is tentatively scheduled to be published in the October issue. John B. Barrack, not
an NAA member, also is one of the authors of this
successful paper.
James H. Bullock, El Paso, won the Bronze
Medal for an article he co- authored with Virginia
H. Bakay, not a member of the Association. Their
manuscript was published in July under the title,
"How Las Vegas Casinos Budget."
The Lybrand Gold, Silver, and Bronze Medals
are awarded to the NAA member - authors of the
three outstanding manuscripts submitted in the
manuscript competition each year. The awards
are sponsored by Coopers & Lybrand to honor
William M. Lybrand, a founder of the firm and
second president of the National Association of
Accountants.
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Authors of 25 other manuscripts were presented Certificates of Merit at the Annual Meeting of
the Association in New Orleans. Following is the
list of winning manuscripts, their authors, and the
date of the issue in which the article was published, if applicable. Some manuscripts were published under slightly different titles.
Certificates of Merit
Edward Alban, nonmember, and Robert Jensen, Savannah, "An Algorithm for Computing a
Lessor's Implicit Interest Rate."
Patricia A. Anstine, nonmember, and Michael
E. Scott, Alaskan Chapter, "ARCO Establishes
Responsibility Accounting at Prudhoe Bay."
March 1980.
Arnold I. Barkman, Fort Worth, "Problems Encountered in Applying Markov Chains to Accounts Receivable."
Jon W. Bartley, Salt Lake Area, "A NPV Model Modified for Inflation."
J. Robert Brown, Nashville, "Database: Reflections in a Jaundiced Eye."
Robert M. Brown and James O. Hicks, Jr.,
Roanoke, "Time -Series Analysis: A Tool for Control of Computer -Based Systems."
Richard R. Butcher, Charleston, "The Decision
MANAGEMENT ACCOUNTING /AUGUST 1980

Lybrand Medal and Certificate of Merit winners at Annual Conference after Leo
Smentowksi (center), chairman of Publications Committee, presented awards.
Bronze Medal winner James H. Bullock stands left of Mr. Smentowkki, and
Robert A. Leitch, Silver Medal winner, is at immediate right.
Analysis Ramifications of Full Absorption Costing."
Robert J. Campbell, Miami Valley Ohio, and
Anne B. Koehler, nonmember, "Production Planning and Pro Forma Income Statement Preparation."
Robert S. Capps, Washington, " How Large
Firms Prepare Master Budgets and Forecast
Sales: A Survey."
Myrtle W. Clark, Blue Grass Area, Thomas E.
Gibbs, nonmember, and Richard G. Schroeder,
nonmember, "How Auditors Judge Internal Audit Department Objectivity."
Lee Dexter, Red River Valley, and Bette Mid garden, nonmember, "Capital Budgeting and Inflation."
Devon D. Dietz, nonmember, and John D.
Keane, Illowa, "Distributed Data Processing in a
Centralized, Corporate Computer Utility."
John G. Fulmer, Jr., Chattanooga, and Ray
Valley, nonmember, "Bank Data Processing —A
Third Alternative."
Gerald M. Gabriel, Detroit, "Partnership Income —State Taxation on the Corporate Partner."
December 1979.
Gary A. Giroux, nonmember, and Stanley H.
Kratchman, Piedmont- Greensboro, "How Banks
Forecast." May 1980.
G. L. Glahn, nonmember, Kent T. Fields, nonmember, and Jerry E. Trapnell, Baton Rouge,
"Evaluating Capital Projects Involving a Mixture
of Risks: Two Proposals."
Johnny R. Johnson, nonmember, Robert R.
Rice, nonmember, and Robert A. Roemmich, Atlanta North, "Toward Better Graphical Analysis
in Annual Reports."
Hans E. Klein, Boston, "Long Range Planning
MANAGEMENT ACCOUNTING /AUGUST 1980

in Commercial Banks Today —A Survey."
Herbert C. Kurlan, San Francisco, "Using Accounting Data to Measure Currency Exposure."
Kenneth S. Most, Miami, and Lucia S. Chang,
nonmember, "New Light on Investors' Information Sources."
Curtis Norton, Rockford, "Interest During
Construction: Asset or Expense ?"
Richard W. Sapp, Portland Willamette, and
Gary S. Leavitt, nonmember, "Inventory Control
of Liquid Assets."
Gary Saunders, Dayton, and Jeff Taylor, nonmember, "Evaluating the Effect of Stockouts and
Reorder Points on the EOQ."
Henry R. Schwarzbach, Providence, "Evaluating an MIS: The Role of the Auditor." July 1980.
G. Diane Scott, Kansas City, "The Physical
Concept of Capital Maintenance: Advantages to
Potential Investors."
Prolific Writer and Speaker
The winner of the Lybrand Gold Medal, Frank
M. Mastromano is a past president of the Morristown Chapter. As vice president for the management information system at Technicon Corp.
(recently acquired by Revlon), he has been an
articulate spokesman for evolving computer technology as it affects information systems. Last December he was a speaker at the NAA conference
on "The Job of the Controller in the New Environment," and has had several articles published
in MANAGEMENT ACCOUNTING in the past.
Silver Medal winners Robert A. Leitch and
John B. Barrack are associate professors in the
School of Accounting at the University of Georgia. Sue H. McKinley is a doctoral student at the
university. Dr. Leitch said their article grew out
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of a presentation by Dr. Barrack and himself at an
American Accounting Assn. meeting. Dr. Leitch
has published in MANAGEMENT ACCOUNTING
before while Ms. McKinley and Dr. Barrack have
collaborated on articles published in Taxes and
The National Public Accountant.
Dr. Bullock, co- author of "How Las Vegas Casinos Budget," says he started the project prior to
Summer 1978 when he was on the faculty of the
University of Nevada in Las Vegas. After he
joined New Mexico State University as associate
professor of accounting, he contacted Virginia Bakay, associate professor of accounting at the University of Nevada, and she agreed to help him

complete the interviews for the article. During
July 1979 they "brainstormed" a major portion of
the manuscript and submitted it later that year.
Dr. Bullock says he enjoyed the experience and
even profited from it: waiting to conduct an interview at Caesar's Palace, he plopped a couple of
silver dollars into a machine and won $100. He
told MANAGEMENT ACCOUNTING that they have
enough material to write more on the topic.
Dr. Bullock is the author of the NAA research
publication, Maintenance Planning and Control.
Coincidentally, he was serving as manuscript director of El Paso Chapter when he submitted the
chapter's award - winning manuscript —his own. El

Lybrand Awards Committee
ilk

.,.'I

BRYANT

EASTER

The Lybrand Award winners were chosen
from the ten top manuscripts, as determined
by their scores, submitted by member -authors during 1979 -80. The winning manuscripts were chosen by a committee of five
judges.
The authors' names are removed from the
manuscripts and they are sent to each of the
judges for reading and evaluation. Independently, the judges evaluate the manuscripts
and report to the NAA office where all the
responses are collated and the winners determined.
Although MANAGEMENT ACCOUNTING
accepts, and publishes, manuscripts submitted by nonmembers, only members of the
Association are eligible for the awards. The
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author of the manuscript deemed the best is
awarded the Gold Medal; the second best,
the Silver Medal, and the manuscript judged
third best receives the Bronze Medal.
Members of this year's Lybrand Awards
Committee were: Keith Bryant, Jr., chairman of the accounting department, University of Alabama, Birmingham; Curtis H.
Easter, Jr., vice president of finance, Anchor
Continental, Inc., Columbia, S.C.; Norman
Hadad, NAA project manager in the Continuing Education Program; William J.
Schroeder, Jr., management consultant, data
processing, New Orleans, and Louis Wargo,
partner, Ernst & Whinney, Cleveland. All
have obtained their Certificate in Management Accounting.

MANAGEMENT ACCOUNTING /AUGUST 1980

Piedmont Winston -Salem President Eugene Rossitch accepts Presidents' Award
from NAA Vice President William R. Taylor (right) and President R. Lee
Brummet. Past national presidents witness presentation.

Winners!
Piedmont Winston -Salem takes Presidents' Award for second
consecutive year; Mohawk Valley wins Stevenson Trophy and W est
Georgia, one year old, captures Warner Trophy.

Piedmont Winston -Salem Chapter did it again,
winning the Presidents' Award for the second
consecutive year —and the third time in the last
six years. The chapter, led by Eugene Rossitch,
also captured the seventh place banner in the Stevenson Trophy competition.
Mohawk Valley, with Kenneth R. Wallis as
president, won the Stevenson Trophy for the second time. It first won the trophy 55 years ago in
1924 -25, its first year of existence.
West Georgia is a success story to rival all success stories in the NAA competition. Created in
June 1979, the chapter came on so fast that it won
the Warner Trophy. The first president was Jack
E. Threadgill, who joined NAA in May 1979!
Roanoke won the Remington Rand Trophy under the leadership of President Thomas C. Hostutler. Middle Georgia won the J. Lee Nicholson
Award for the first time. President Gary E. Kirschner led the successful campaign.
MANAGEMENT ACCOUNTING /AUGUST 1980

The Stuart Cameron McLeod Society Trophy
went to North Penn Chapter under the leadership
of William W. Murphy. Third place in the Warner Trophy competition, and the Rawn Brinkley
Award, went to West Central Ohio under the leadership of President Jerry W_ Fuson.
Chapters making the most progress during the
year were East Bergen - Rockland, which won the
Carter Trophy, and Tyler Area, which won the
Keller Trophy.
Trophies and banners were presented to the
winning chapter presidents during the Annual
Dinner at the Annual Conference in New Orleans
last June. Following is a list of the winning chapters and their presidents.
Stevenson Trophy
1. Mohawk Valley, Kenneth R. Wallis
2. Roanoke, Thomas C. Hostutler
3. North Penn, Wiliam W. Murphy
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14.
15.
16.
17.
18.
18.
20.
21.
22.
23.
23.
25.

Chattanooga, M.V. Robertson
Raleigh Area, Robert D. Barry
Oakland -East Bay, Robert S. MacIntosh
Fresno Area, Fern Kevorkian
Lansing- Jackson, David B. Brower
Scottsdale Area, William V. Lennox
Wichita, Rebecca L. Long
Dayton, James E. Ripley
East Bergen - Rockland, Michael G. Leeder
Birmingham, L.P. Mistrot, Jr.
Cincinnati, Keith W. Veale
Chattahoochee Valley, Edwin J. Sanders

Warner Trophy
1.
2.
3.
4.
5.
Mohawk Valley President Kenneth R. Wallis displays
Stevenson Trophy presented by Vice President William J. McHugh.

Warner Trophy is displayed by West Georgia President Jack
E. Threadgill (left). The trophy presentation was made by
Vice President David F. Strawn.

4. Akron Summit, Nicholas R. Sucic
5. Akron Cascade, Paul E. Izzo
6. Massachusetts North Shore,
Cosmo S. Trapani
7. Baton Rouge, Charles A. Toerner
7. Piedmont Winston - Salem, Eugene Rossitch
9. Hampton Roads, Allen V. Sherman, Jr.
10. Racine - Kenosha, John F. Hayes
11. Macomb County- Michigan,
Charles R. Eckhout
12. Fort Worth, Elliot A. Prater
13. San Diego, Penrhyn Wilson
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West Georgia, Jack E. Threadgill
Middle Georgia, Gary E. Kirschner
West Central Ohio, Jerry W. Fuson
Altoona Area, Frank X. Zitzlsperger
Daytona Beach Area, Patricia B, Underwood

Roanoke President Thomas C Hostutler
(left) holds second -place Remington Rand
Trophy presented by Vice President Paul R.
Johnston.

J. Lee Nicholson Award is displayed by
Middle Georgia President Gary E. Kirschner
after Vice President Strawn presented it at
Annual Dinner.
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North Penn President William W. Murphy (left)
accepts Stuart Cameron McLeod Society Trophy
presented by SCMS President Charles S. Myerly and
Vice President John A. Yannacone.

6.
7.
8.
9.
9.
11.
12.
13.
14.
15.

Susquehanna Valley, R.E. Montague
Palm Beach Area, Richard A. Krause
Cape Canaveral, Marilyn A. Rigerman
Cuyahoga Valley, James A. Tinker
La Crosse - Winona Area, Lawrence J. Bergin
Sheboygan - Lakeshore, Robert F. Jorsch
Tyler Area, Everett L. Brazeal
Greater Ozarks, Gary S. Venable
Beaver Valley, William C. Brobeck
South Central Indiana, Michael P. Risdon

Below left: Public Relations Recognition
Award winners stand with Betty Oldham
(left), chairlady of the Public Relations
Committee. L. -r., Florence Darrah, Canton;
Dolores Winkler, Milwaukee; Don Klika, San
Diego; Nick Sucic, Akron Summit, and Jim
Worthy, Spartanburg Area. Below right:
These members accepted awards for
outstanding newsletters published during
1979 -80. L. -r., Gary Baker, Atlanta Central,

Jerry Isler, Columbus; Dennis Daly,
LaCrosse - Winona Area; Clark Johnson,
chairman of Committee on Chapter
Operations; Carl Rullmann, Miami Valley
Ohio; William Shaffer, Pennsylvania
Northwest Frank Zappacosta, Washington.

� 1

Rawn Brinkley Award is presented to West Central Ohio
chapter President Jerry W. Fuson (center) by Vice
President Michael Hromish (left) and President Brummet.

East Bergen- Rockland Chapter President Michael G.
Leeder accepts Carter Trophy presented by President
Brummet and Vice President Yannacone.

International Awards
In the international competition between NAA affiliates, Rio d e Janeiro
won the Arthur B. Gunnarson Award.
Nicola Schiros was president. This
chapter also won a Membership
Achievement Award with 135% net
gain in membership.
Membership Achievement Awards

Membership Achievement Winners display their plaques at
Annual Conference. Glen Woodson (sitting, 5th from left),
chairman of Marketing and Membership Committee, presented awards.

1

Stevenson Trophy winner Mohawk
Valley also led all chapters in membership achievement, with 140% net gain
in membership. Not far behind was
West Central Ohio, in the Warner Division, with a 139% gain. For bringing in
128 net new members, Oakland -East
Bay won the Membership Round -Up
Award under the leadership of President Robert S. MacIntosh.
Public Relations Awards

•

•

I

For outstanding public relations during 1979 -80, five chapters were presented
Public
Relations
Recognition
Awards. The chapters, their presidents,
and public relations directors are: Akron Sum m it: Nicholas R. Sucic, D.
Randall Bly; Canton: Lee W. Shirley,

1

Things are tough these days. For many
companies, sales and profits are down
for the first time in nearly a decade.
As a r esult, budgLtng to achieve pro, fi_t
goals has never be en more important.
ADP's budge ti ng s ys te m is
de s igne d s pe cifica lly to he lp you

get the most from your financial
resources:
• Budget revisions made within
minutes.
• Actual, budget, forecast and
revised budget information can
be included.
• Performance ratios calculated
automatically to help you
monitor your business better.
• Variance reporting at all levels
of the organization.
• Exception reporting to alert
management to significant
problems.
• Ad hoc reports for quick
analysis of pressing management concerns.

Breakth ro u gh in Budgeting
ADP's computerized budgeting takes the number-crunching
burden off your shoulders and puts
it on the computer. You supply the
data, the computer does the work
— quickly, accurately, automatically. Last - minute changes can be
made right up to the final deadline.
With a revised, retyped, management quality report produced every time.
It doesn 't require a big investment. There's no long -term contract. And it can be up and running
in a matter of days.

ADP Network Services is a division
ofAutomatic Data Processing, I nc.,
the worlds largest independent
computing s e r v ice s c o mp a ny.
Founded in 1949, ADP se r v e s
mor e tha n 75,000 clients ar ound
the w orld, including more than
ha lf o f th e F OR TU N E 5 00 .

ADP Network Services
180 Jackson Plaza
Ann Arbor, M148106
Attn: Milt Herbert

The computing company,

Name

Title

Comp any

Address .

City

State

Zip

Phone

I

Lynda S. Blankenship; Milwaukee: Aileen M. Stenzel, Jacque E. Kaercher;
San Diego: Penrh yn Wilson, Lawr ence
J. Corn ick; a nd Spa rtanbur g Area : J.R.
Ward an d R alp h W. Ba rrioz.
Newsletter Awards
For the first tim e ever, six awards
were presented to chapter presidents
and newsletter editors for outstanding
newsletters published during 1979 -80.
The thre e ch apte rs hono red in t he S tevenson division were Atlanta Central,
Columbus, and Washington. In the
Warner Trophy division, La Crosse -Winona Area, Miam i Valley Ohio, and
Pennsylvania North west were honored.
Newsletters were judged on overall visual appearance, quality, and variety.

OUR
nnwsxr�ssIs
Whe n writ ing or ca lli ng
an a dve rt iser,
say you saw i t in

©1980 ADP Network Services, Inc.
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People in the News
Promotions and New Positions
Keith L. McGlade, Akron, Ohio, has
been named publisher and chief operating officer of the Hartford, Conn., Courant morning newspaper. He is a Member-at- Large, USA.
Carlton L. Miller, Akron, Pa., has been
elected treasurer of Goodville Mutual
Casualty Co. He is a member of Lancaster Chapter.
Ross L. Spurlock, Albans, West Va.,
has joined Frankenburgers as controller. He is a member of Southern West
Virginia Chapter.
William F. Epps, Augusta past president, has been named director of finance
for the city of Fayetteville, N.C.
Robert P. Cella, Cedar Rapids, has been
named controller of Cherry- Burrell
Corp.
Harold R. Marshall, Charlotte, N.C.,
has been named acting city- manager.
He is a member of Charlotte Blue Chapter.
Kay A. Scheible, Chaska, Minn., has
been promoted to controller of the Food
Service Division of Pillsbury. She is a
member of Minneapolis Viking Chapter.
Harold T. Little, Jr., Chicago, has been
promoted to assistant controller of
Johnson Products Co., Inc. He is a
Member -at- Large, USA.
Ronald C. Stecklein, Colorado Springs,
Colo., is now vice president in the commercial loan department at United
Bank of Colorado Springs. He is a
member of Colorado Springs- Pueblo
Chapter.
J.B. Graves, Dallas, was elected senior
vice president, corporate planning, of
Dresser Industries, Inc.
David P. Walling, Detroit, has been
named vice president for corporate accounting and reporting at K Mart Corp.
. . . Gregory A. Warson has been promoted to manager of headquarters accounting in the International Group of
Burroughs Corp. He is a member of
Western Wayne Chapter,
John D. Hall, Elkhart, Ind., was proMANAGEMENT ACCOUNTING /AUGUST 1980

Former President Gerald Ford attracted more than 1, 000 members to a
Los Angeles chapter meeting last Fall. L. -r., 1979 -80 NAA President R.
Lee Brummet, Ford, Louise M. Lewis, chapterpresident.

moted to manufacturing planning manager at Nibco.. .. David E. Howard, a
vice president of First National Bank,
will be the new division head in charge
of operations. Both are members of Elkhart Area Chapter.
Jim Tucker, Evansville, has been named
manager of marketing and customer
service at National Sharedata Corp... .
Earl C. Wilson has been promoted to
vice president of finance at Industrial
Contractors.
David K. Dent, Findlay, Ohio, has been
named corporate controller of Hancor,
Inc. He i s a member of Northwestern
Ohio Chapter.
John A. Moehr, Fond du Lac, Wis., has
joined Terratron, Inc. as controller. He
is a memb er of Sheboygan Lakeshore
Chapter.
Joseph L. Wiley, Fort Wayne, was elected treasurer of General Telephone
Company of Indiana.
Allen M. Yurko, Franklin, Pa., has
been promoted to controller of the Coal
Mining Machinery Div., Joy Manufacturing Co. He is a member of Northwest
Keystone Chapter.

George William Pettitt, Franklin
Lakes, N.J., has been named assistant
treasurer of Peerless Tube Co. He is a
member of Essex County Chapter.
Henry R. Anderson, Fullerton, Calif.,
has been named dean of the School of
Business Administration and Economics at California State University, Fullerton. He is a past president of the Orange County Chapter.
Robert T. Fulton, Galesburg, Ill., has
joined Gunther Construction Co. as
controller. He is a member of the Peoria
Chapter.
Norman P. Morrow, Gastonia, N.C., is
assistant controller of Duke Power
Company. He is a past president of the
Gaston - Carolinas Chapter.
Charles E. Chick, Grand Rapids,
Mich., has been named controller at
Lenderick Corp. He is a member of
Muskegon Chapter.
Joseph F. Bond, Greensboro, N.C., was
elected an executive vice president of
Cone Mills Corp. and will continue his
duties as treasurer. A member of Piedmont- Greensboro Chapter, he is a member of the NAA Finance Committee
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and a past president of the Albany
Chapter.
George C. Unser, Greenwich, Conn.,
has been promoted to manager of financial systems and analysis for the Cornish Division of General Cable Corp., a
division of GK Technologies. He is a
member of Connecticut Gateway Chapter.
Raymond V. Sozzi, Horsham, Pa., was
appointed vice president, finance and
treasurer of Decision Data Computer
Corp. He is a member of Westchester
Chapter.
James D. Smith, Jackson, Mich., has
been named division controller of Tom kins- Johnson Division of Aeroquip
Corp. He is a member of Lansing -Jackson Chapter.
Raymond D. Crawford, Kensington,
Calif., has been named controller of Saracco Tank & Manufacturing Corp. He
is a member of Oakland -East Bay Chapter,
Larry Awick, Lincoln, Ill., has been
promoted to division controller and
Ronald R. Young has been promoted to

MAYBE YOU'RE NAPPY WITH YOUR
ACCOUNTING /FINANCIAL JOB TODAY...
Bu t wh at a bo ut la te rl Y ou ma y be gi n to f e el c ra mp ed o r
und er ut di xe d Yo u may wan t to l iv e in a di ff er en t pa rt of t he c ou nt ry
or b e pa rt o f a larg er o r smalle r fi rm.
It re ally is easier to look for a new position when you already have
one And Accounting Financial Associates makes it even easier.
We're asked by small and large companies across the country to
refer talented professionals to them for unpublished positions.

You can contact an AFA representative in confidence anylime, even
it you're not actively seeking a position. We will be your eyes and
ears to immediate and future opportunities.
Let us help you open up your career options The day that you're not
"quite happy" about your current (ob could be anytime.

0

lJ FiXndal Associates
DON RICHARDS
ASSOCIATES
Baltimore. MO
(301)752 -5244

LESLIE CORPORATION
FINANCIAL CENTER
Houston, TX
(713)960 -9102

DON RICHARDS
ASSOCIATES
Richmond, VA
(804) 644 -0651

DON RICHARDS
ASSOCIATES
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purchasing manager for Myers Industries, Inc. They are members of Sangamon Valley Chapter.
Joseph K. Allison, Los Angeles, has
joined Weiser Lock Co. as general accounting manager .... Morris Coon is
now controller of Wet Institute, manufacturers of swimming pool equipment
, , , Nancee J. Jackson is now controller
of Mectron Industries in the city of Industry.
James A. Diemer, Louisville, has been
named manager of office services for
National Distillers & Chemicals.

k

t�
GRAVES
Dallas

BOND
Piedmont- Greensboro

Robert C. Lucht, Milwaukee, has been
appointed director of accounting for Ortho- Kinetics, Inc.
Priscilla G. Florindi, Morristown, has
been named manager, corporate accounting with Warner Lauren, the Fragrance Division of Warner Communications.
Anthony Pesce, New York, has been
promoted to manager of international financial analysis for Life Savers, Inc.
Virginia M. Holte, Newport Beach,
Calif., has been promoted to assistant
corporate controller of Health Industries of Newport Beach. She is a member of the Orange Coast California
Chapter.
Robert D. Bechtel, Reading, is now
controller of the Mid - Atlantic Division
of Glen -Gery Corp.
John E. Foley, Richmond, has been
promoted to vice president- finance of
Whittet and Shepperson, Inc. . . . . At
Philip Morris, David R. Beran is manager of finance - central staff, and Howard C. Strickler is manager of finance Richmond processing plants.
Karl F. Slacik, San Francisco, has been
elected senior vice president, finance,
and chief financial officer of Levi
Strauss & Co.
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_

Raymond C. Pott, St. Louis, has joined
Hussmann Refrigerator Co. as financial
analyst /auditor ... Daniel B. Scherder
is now assistant controller of Peabody
Coal Company ... Stanley P. Vroman
joined Prince Gardner as controller.
H. Thomas Platt, Syracuse, has been
named director of taxes and office administration at Agway, Inc.

Kudos
William D. Lee, San ta Fe Springs, Calif., h as b een nam ed that city's business
an d p ro fes sional "Citizen of t he Year."
Vice p resid ent of the Super -Tem p Co.,
h e is d ire ct o r of t he local Ch am ber of
Co m m e rce and I ndus trial Lea gue, Inc.
A m em b er o f the Orange Coast California Ch ap ter, he is a past president of
Lo ng Bea ch Chapte r and is a past nation al vice p resident.

Organization Service
r

Frank E. Block, Stamford, Conn., has
been reappointed to a five -year term on
the Financial Accounting Standards
Board. Before his original appointment,
Mr. Block, a financial analyst, was vice

SOZZI

SLACIK

Westchester

San Francisco

James A. Hartman, Toledo, was named
director of internal control for the Dana
Corp.... Charles D. Bigsby has been
promoted to corporate group controller,
Automotive & Truck Group of Sheller Globe Corp. . . Also at Sheller - Globe,
Allan G. Scheckelhoff is now cost accounting supervisor at the City Auto
Stamping Division, and Robert M.
Stoma is controller of the City Auto
Stamping Division.

president of Bache Halsey Stuart
Shield s, In c. He is a member of Connecticut Gateway Chapter.

E►neritus Life Associates

Committee of Bar Examiners
Nationwide toll -tree

Calif. Residents

800 -423 -4530

213.795 -55M

SOUTHLAND LAW SCHOOL
69 N. Catalina, Dept. B3
Pasadena, California 91106

Accountants:

WORK FOR
YOURSELF

Start your own bookkeeping, account- service over 16,000 monthly business
ing and tax service practice. Our ad- clients.

vertising and marketing system helps COMPUTERIZED SUPPORT
you get clients. Our proven COM- Our large scale computer quickly and
PREHENSIVE," accounting system efficiently provides your clients with
h elp s you profitab ly service those complete financial data —every month.
small and medium -sized businesses.
Learn more about how you could

John M. Rickert, West Allis, Wis., has
been promoted to general manager of
Post Newspapers, Inc, He is a member
of Waukesha Area Chapter.

TH E S YS T E M
start or expand your own practice.
A marketing and accounting system CA LL V . A. C OX TOL L FR EE
which has been perfected through 29
(800132 3-9000
years of experience ... allow ing
Anywhere in the Continental U S
COMPREHENSIVE accountants to
Illinoi s resid ents ca ll col lect (3 12) 898 -6868
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= m m
=
MileOn

James Fritzemeier, Wichita, has joined
Daland Company as controller,
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eTHRUINDEPENDENTCORRESPONDENCESTUDY
*GRADUATES QUALIFY FOR ADMISSION CA BAR,
U. S Federal Courts, US. Supreme Court. US Tax

*CALIFORNIARESIDENCYNOTREQUIRED
eREGJSTEREDLAWSCHOOL, State of California,

G. W. An d e rson, Jr., Elkhart Area.
Fred erick J . Bolain , Northwest Suburban Chicago.
Ru ssell S. Brown , Los Angeles.
Lo ren I. Bu rr, Salt Lake Area past president.

Michael Barnes, Tulsa, is now business
manager, Philbrook Art Center.

Maxwell G. Sweet, Ypsilanti, Mich.,
has been named controller of Hoad Engineers, Inc. He is a member of Ann Arbor Chapter.

1

Courts plus Administrative Courts as CA Attorney

David E. Brusseau, Troy, Mich., of
Brusseau & Associates, has been named
adjunct assistant professor of finance at
Indiana Northern Graduate School in
Marion, Ind. He is a charter member of
the Macomb County Chapter.

Richard Applegate, Winston - Salem,
N.C., has been promoted to manager of
corporate accounting - consolidation at
R,J. Reynolds ... also at RJR, Robert
J. Marioni has been promoted to manager in business planning. Both are
members of Piedmont Winston - Salem.

Ronald L . Bush, Denver past president.
Stuart Cam eron McLeod Society.
Jos eph P. Del G aizo , Waterbury.
John W. Dennis, Lehigh Valley past
president.
C. F. Ec ker t, Akron Summi t .
I . Paul Friedm an, East Bergen -Rockland; Jersey City- Hudson past president.
SCMS.
Fran k A . Fur ar , Chicago.
Arthu r M. Godd ard, Boston.
Cha rles E. G re nie r, J r„ Detroit.
Arde n S . H arr is, Los Angeles.
O. W arr en Hend ers on, Philadelphia.
Har old L. H ou ck, Rochester.

Please send me more information about COMPREHENSIVE Accounting, the nation's
largest accounting franchisor of its kind.
MA8
' Name
' Address
State jEiesz brie to call) Zip

City

' P ho ne

_

'

COO fM1PG L HE INS. SHVE'
accounting corporation
'

L

2 1 1 1 Co mprehensive Drive. Aurora, Illino is 60507

'

Of f icial Tab ulato rs f o r the Natio nal Eas te r Seal Telethon
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B. E. Houseworth, West Los Angeles.
Charles F. Howell, Member -at- Large,
England.
Herbert C. Iffert, St. Joseph Area past
president.
Elmer W. Pfeuffer, Raleigh Area.
Douglas C. Schlueter, St. Louis.
Dorothy J. Streib, Toledo.
Arthur L. Thomas, Middle Georgia.
Charles R. Todd, Boston.
Robert H. Trefz, Saginaw Valley.
Frank J. Vella, New York.
Joseph E. Voyer, Milwaukee.
Alfred L. Webb, Cleveland.
A. J. Woodward, Susquehanna Valley.

In Memoriam
C. E. Bender, 66, York, 1953. Emeritus
ROBERT J. DONACHIE
Executive Vice President and Secretary Life Associate.
49 Earth Resources Company Robert Bissett, 61, Macomb County
Michigan, 1949. ELA.
Edward J. Brown, 41, Long Island -Suf"Financial planning for success in
folk, 1976.
business thesedays Is based on sound C. H. Campbell, 64, York, 1964.
principles of economics, skillfully
Clarence V. Carney, 62, Member -atapplied, " says Mr. Donachie. "I read
Large, USA, 1978.
Management Accounting to stay
abreast of the practical procedures, as G. R. Clark, 63, Canton, 1961.
well as the concepts used in reaching Edward J. Daul, Jr., 66, New Orleans
management decisions. From the
past president, 1946. SCMS.
evaluation of alternative Investments F. R. Emery, 59, Chicago, 1967.
and funding sources to auditing and
accounting systems design, I find the Frank A. Filiciotto, 60, New York,
tools I need in the editorial and
1954.
advertising pages of Management
Edith D. Gamble, 60, Detroit, 1974.
Accounting. "
E. J. Gleeson, 57, Connecticut Gateway,
As Chief Financial Officer for more than 1 967.
12 years, Mr. Donachie has seen Earth D. L. Goldrich, 56, Long Island - Nassau,
Resources Company grow into a multi - 1956.
divisional operation concentrating in
Wilson M. Gould, 50, Member -atenergy and resource development with Large, USA, 1959.
total annual sales exceeding $500
Adelbert M. Graf, 74, Buffalo, 1945.
million. "A management accountant,"
Emeritus
Life Associate.
"
is
less an accountant than
he believes,
James W. Hastings, 64, Colorado
an economic analyst for his own
business. He must understand what it
Springs - Pueblo. 1966.
takes to produce a real profit for that
Rafael Hernandez-Perez, 37, San Juan,
particular enterprise. For a profit to be
1970.
real it must be realized —in the form of
Robert
O. Kelly, Evansville past presicash in the bank."
dent, 1954. ELA.
Mr. Donachie is one of the top
John D. Lewis, 87, Nashville past president, 1939. Stuart Cameron McLeod
Society. ELA.
financial executives leading our
F. K. Liedtke, 43, Princeton past president, 1966. SCMS. Past National Direcreaders at all levels of business.
tor, 1977 -79.
For information and rates contact: Hamilton A. Little, 68, Pittsburgh,
1947, ELA.
Frederick J. Mallak, 61, Philadelphia,
1960.
919 Third Avenue, NY, NY 10022
Ruby F. Taylor, 48, Spartanburg Area,
(212) 754 -9785
1970.
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Continued from page 6
feedback values and representational
faithfulness. The statement also discusses comparability and consistency, which are secondary qualities that
interact with relevance and reliability,
and materiality, a prevasive concept
that relates to all the qualitative characteristics. The concepts statement
says that to justify requiring a particular financial disclosure, "the benefits
to be derived from that disclosure
must exceed the costs associated
with it," and notes the difficulties often inherent in such an evaluation.
Statement of Financial Accounting
Concepts No. 2 is another step
toward the development of a conceptual framework for financial accounting and reporting.

MAP Responds to SEC
Proposals
In April, this column reported on a series of four proposals by the Securities & Exchange Commission to integrate the disclosure requirements of
the Securities Acts of 1933 and 1934.
The Form 10 -K would be the integrated form and the annual report to
shareholders would be the principal financial disclosure document.
NAA's Management Accounting
Practices Committee expressed its
opinions on the proposed overhaul in
four separate letters to the Commission. The Committee is in agreement
with the SEC's overall intent to simplify the reporting process, but expressed several concerns:
• Including the annual report as
part of the Form 10 -K may, in effect,
transfer the function of establishing
general accepted accounting principles to the SEC.
• The proposed changes (particularly with regard to management's
discussion, property, plant and equipment disclosures, and income tax disclosures) could unduly delay issuance of annual reports.
• Annual reports likely would become less readable as they evolve
VIANAGEMENT ACCOUNTING /AUGUST 1980

into regulatory compliance documents.
• Expansion
of management's
analysis to include discussion of liquidity would require more definitive
objectives to facilitate inter - company
comparisons.
• Implementation of the proposed
expansion of fixed asset disclosures
would, in many cases, be extremely
costly, impractical as to data collection, and questionable as regards its
utility to investors and creditors.
• The proposed income tax disclosures represent a confusing commingling of IRS and financial reporting requirements and would require a high
degree of technical tax knowledge to
interpret the reconciliation.

MAP on Project Financing
The MAP Committee wrote to the
Standards Board regarding its proposed amendment of FAS No. 5, Disclosure of Guarantees, Project Financing Arrangements, and Other
Similar Obligations (MAP, July '80).
Central to the Committee's position
was the following paragraph:
"Since you have chosen not to address the measurement problem inherent in some of the situations referred to in the proposed amendment,
we concur with required amplification
of disclosures, but only as a stop -gap
measure. We hope the FASB will review the whole question of accounting for off - balance sheet financing arrangements upon conclusion of the
conceptual framework project."
SEC Issues Two New Proposals
The SEC released proposed amendments to Regulation S -K, that, if
adopted, would revise rules concerning disclosure of management renumeration, including pension, option,
and stock appreciation rights and termination compensation. In another
action, the Commission has proposed
to exclude auditors from liability under
the 1933 Act for reports on unaudited
supplementary data on the effects of
changing prices and on oil and gas
reserves.
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The Liquid Inventory that Wasn't There —Part II
This is the second of two columns
covering the salad oil scandal of the
early 1960s. In review, it was discovered that $175 million of warehouse
receipts outstanding were based on
1.8 billion pounds of oil that did not
exist. Last month's column recounted
two of the major devices used to
overstate the oil inventory, and this
month four more are described.
One device for overstating quantity
of oil on hand was simply to add water to the tanks. The oil floated on top
of the water, and an observer looking
through the observation port at the
top of the tank would see oil. The fact
that there might only be two feet of oil
on top of 35 feet of water could not
be discerned readily. Curiously, as
early as 1959, the warehousing companies had strong evidence from an
anonymous informer and from the
U.S. Department of Agriculture that
the tanks contained an unusually
large amount of water. Inexplicably,
the warehousing companies did not
follow through on this information.
One of the more ingenious devices
employed by Allied Crude Vegetable
Oil Refining Corp. was to weld a vertical pipe a few feet in diameter directly
underneath the observation port in a
tank. This pipe then could be filled
with oil or with water with oil floated
on top, and an observer could have
no idea that the rest of the tank was
actually empty. This device is in the
same class as the nail manufacturing
company that nailed empty nail barrels to the floor of its warehouse. For
several years, auditors recorded the
barrels as full since they were unable
to lift them.
Allied's tank farm had a capacity
that was much less than two billion
pounds of oil, and it was only natural
that some nonexistent tanks were on

Allied's books. This meant that the
tank numbers on the tanks were repainted often, depending on just
which tanks the auditors wished to
see. In addition to these phantom
tanks, Allied was counting at least
seven tanks that were in unusable
condition and at least 24 tanks leased
to petroleum companies that had
contained gasoline throughout the period Allied was in business.
These devices apparently were sufficient to take care of the weekly audit
performed by the warehousing company. Occasionally, a more thorough
audit would be done by an independent accounting firm or some other independent agency. Since these outside audits were done at a more leisurely pace, usually taking at least
two weeks, they permitted an additional inventory trick. That is, the auditors apparently failed to station anyone to observe the pumps, and Allied
was able to keep pumping the oil from
tank to tank, just ahead of the auditors.
While there were some other fraudulent activities involved, such as a
blatant check kiting scheme for some
$3 million, this caper basically was an
inventory fraud of the first magnitude.
Considering the financial losses and
other fallout from the salad oil swindle, this incident served as a very expensive lesson in inventory accounting and auditing.
Readers interested in more details
are referred to The Great Salad Oil
Swindle, by Norman C. Miller.
The accounting events presented here
are not representative of usual practice
and are recounted only for educational
purposes. This information is not intended
to embarrass or to reflect on anyone.
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New Products /Services
A new, economical software program
called WordPower, which enables any
IBM System /34 computer to function
as a word processor as well, is marketed
by Uarco Inc. The program is contained
on a diskette that is inserted into the
System /34. The documents look as if
they had been individually typed instead of computer printed. For information, and a WordPower packet, call,
(312) 381 -7000.
Software International has a new Payroll /Personnel System for users of the
IBM System /3 and IBM System /34
which provides managers with techniques for calculating wages, specifying
deductions, producing paychecks and
tracking labor distribution. The package
is written in COBOL and builds on the
capabilities of the original system developed and installed on S/370 equipment.
Call Kay Faria (617) 475 -5040.
Paradyne Corp. has introduced PDS
270, an information display system for
use with its PIXNET and RESPONSE
data communications network systems.
It is functionally equivalent to the IBM
3270 information system and possesses
several advanced functions such as mi-

croprocessor intelligence, a response time monitor and integrated diagnostic
routines. Call Paradyne Corp., (813)
536 -4771.
Times -Two is a space- saving rotary
speed filing system that can be used as a
room divider or next -to -wall or
through- the -wall unit. Write Times
Two Speed Files, Gerard Metal Craftsmen, Inc., 151 West Rosecrans, Gardena, Calif. 90248.
Texas Instruments, Inc., has announced
a new family of heavy -duty calculators
that feature all new keyboard designs
and incorporate the Seiko 350 mechanical printer. The four models all feature
a widened "Touch Operator" keyboard
to fit hands more comfortably. They
also have two -key rollover and ten -level
keyboard buffering. Contact Michael L.
Dunn, manager, commercial printer
display calculators, TI, P.O. Box 10508,
M/S 5889, Lubbock, Tex. 79408.
AUTOTAB 300 from Capex Corp. is a
planning and modeling machine based
on a mini - computer. It provides the capabilities for annual planning, monthly
reporting, and executive decision sup-

Automatic high -speed check signer
counts, dates and signs checks at
rates of up to 600 items per minute.
Contact Cummins - Allison Corp.,
Office Products Div., 4740 N.
RavenswoodAve., Chicago, IL 60640.
port to the people responsible for meeting the information needs of the organization. Contact Capex Corp., (602)
264 -7241.
Report writing /data management /audit
software systems —DYL -260 and DYLAUDIT —for the IBM 4300 processor
systems now are fully operational from
Dylakor Software Systems, Inc. Call
(213) 995 -0151.

Automatic Envelope Feeder can be attached to Qume, Diablo and NEC
Spinwriter printers or IBM Selectric typewriters, holds up to 300
envelopes. Contact Ronnie Covington, Datamarc, Inc. 214/783 -1691.
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Literature Available
A 16 -page color brochure from Victor
Temporary Services explains how companies can save money by using temporary help. Call George Mulqueen (312)
539 - 8200.... A new series on computerized trust administration services is
available from Trust Marketing Div.,
Comshare, Inc. Contact Bruce Zewe
( 313) 994 -4800 Ext. 250.... For free
brochure on Collection Evaluator that
helps companies evaluate lockbox locations, call Edith Jacobs, Cash Management Div., First National Bank of.Chicago (312) 732 -7216. . . . Drawing
Board's latest catalog features complete
line of general office supplies. For a
copy, call toll -free 1- 800 -527 -9530 (in
Texas 1- 800 -442- 7560).
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Or is your situation simply that some members of your staff have knowledge gaps or need a refresher? If you are
interested in any of the activity areas listed below, the continuing education faculty of the National Association
of Accountants can help. They are ready to bring their expertise and experience on 34 different financial
management subjects right to your door.
NAA established its In -House Program specifically for organizations where employees can't be spared the time
away o r wh ere th e ex p en ses o f travel p ro ve to o co stly for training budgets. In these days of soaring travel costs,

doesn't it make sense to pay the expenses of one instructor rather than 10 -20 participants?
If we bring the course to you, it will be conducted on your organization's property, at a hotel near you, or
wherever you choose. You'll set the time schedule, too — daytime, evenings, or a weekend.
Your people who participate will receive all the course material that participants at one of NAA's time- tested
Continuing Education Programs receive. A set of readings to prepare for the course will be provided in advance
for each participant.
Call (or send coupon below) Norman Hadad at the NAA office, 919 Third Ave., New York, NY 10022,
telephone (212) 754 -9757 to learn the details of this cost - effective program.
HERE ARE 34 COURSES WE CAN BRING TO YOU.
1 Budgeting and Performance Reporting for
Service Industries
2 Internal Control for Management
Accountants
3 The New Accounting for Leases
4 Developing and Using Standard Costs
5 Flexible Budgeting and Performance
Reporting
6 Direct Costing and Contribution Accounting
7 Planning and Control of the Maintenance
Function
8 Accounting for Planning and Control of Not
for Profit Organizations
9 Management Accounting for Banks
10 Management Accounting for Hospitals
11 Modern Budgeting Methods for Local
Governments and Nonprofit Institutions
12 Retail Financial Control Systems
13 Management Accounting for Nonaccountants
14 Long-Range Strategic Planning and Analysis
15 Financial Aspects of Long -Range Planning
16 Accounting Information for Pricing Policies
and Decisions

r -------�-�-�-�-�-�

17 Managing by Objectives for the Financial
Manager
Mr. Norman Hadad
18 Corporate Income Tax Principles and Policies
National Association of Accountants
19 Economic Evaluation of Capital Expenditures 919 Third Avenue, New York. NY 10022
20 Effective Cash Management
I i - Please send me more details on the I
21 Financial Accounting Standards Review
22 Inventory Management and Control
following courses(s)
,
23 Material Requirements Planning
24 Operational Auditing
25 Problem Solving Methods for Accountants
i 7 Please call me to discuss our parand Administrators
ticular situation.
26 Zero -Bose Budgeting
27 Fundamentals of Management Information
Systems Design
Name
28�Data�Processing—�Concepts�and�Information
Systems Design
29 Computer Security and Internal Control
Company
30 Management Science for Budgeting and
Address _
Profit Planning
31 Statistical Sampling for Accountants and
City
Auditors
State
Zip
32 Communications and Report Writing
33 Oral Communications Skills and Techniques
Telephone
34 Time Management

I

_J

The courses offered by NAA are acc redited by the Council for Noncollegiate Continuing Education.
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If you've been interviewing too many candidates
for accounting, financial or edp positions,
- call Robert Half:"
If you're a busy executive, your time is
valuable. That's understandable.
If you're a concerned executive, you want
to make certain your company hires the best
personnel. That's understandable, too.
For 32 years we have probably filled more
financial and edp positions than all other
recruiters combined.

We're specialists concentrating in limited
markets where we know the best people and
where to find them.
We are success-oriented. Fees are earned
only when you hire our candidates. And
these fees are backed by a liberal guarantee.
Cut down on your interviews. Interview
only the right people. Call Robert Half.

99RGBMT 5ALFSM
= accounting, financial and edp personnel specialists
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