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D &B debunks Myth #2
about information holdouts.
"Since my job is to
keep confidential
information confidential,
I don't blab to
Dun & Bradstreet."
Ter fear. D &B is tight - lipped.
We do everything we can to
!guard the information you provide
n & Bradstreet about your clients'
tpanies. D &B Reports are available
V by specific request and only to those
h a legitimate need to know — companies
nth annual contracts for D &B business
information services.
By and large, these D &B subscribers
are suppliers. (Suppliers make up only
about 1% of the country's 8 million
businesses.) So, for your clients on the
buying side, it's hardly likely that this
information will fall into the hands
of competitors.
Besides, a D &B Report does not
eveal secrets of success; marketing strateies and special formulas are not included.
ie report deals only with factual data that
tains to your client's business. Not just
le payment data, either. Because those
request reports —banks and insurers
yell as manufacturers —often need to
,w about such things as company back und, operations and business trends.
A comprehensive D &B Report,
uding a financial statement, can make
ifference to your clients where it counts
most —in getting the best possible
ns from those with whom they do
iness.
The next time a D &B business
lyst contacts you, cooperate. You'll be
ng your client a favor — because, as a
between that brings buyers and sellers
°ther, Dun & Bradstreet is indeed
essential business.

Dun &Bradstreet
of
BB
a company
The Dun & Bradstreet Corporation
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Why Do Management Accountants Feel Disliked?

14

By Della A. Pearson, Robert E. Seiler and Ira R. Weiss
An imp ressive num ber of accountants in industry perceive som ething less than a pleasant
attitude amo ng op erating personnel, according to this survey. Further, some operating
policies of the acco unting department appear to be related to how well -liked the accountan t feels. Ho w can management accountants improve their popularity and, thus, their
effectiven ess?

What Are Women Accountants Really Like?

25

By Patricia L. Johnson and Paul A. Dierks
We all know the stereotype of the male accountant —but what is the woman accountant
like? In the male- dominated profession of accounting, little research has been done to find
out what women accountants contribute to their jobs or if they exhibit the same personality
traits as men accou ntants. This psychological profile of wom en accountants revealed
some surprising resu lts.

How to Evaluate Your Cost Accounting Department

29

By Henry H. Owen
Ho w can a co mp an y assess the basic efficiency or effectiveness of its cost department?
On e meth od is to p erform periodic self- assessments to ensure the departm ent's overall
contribution toward management's objectives is being achieved. Here is an easy -to- follow
grid approach to evalu ating your department.

What Causes Stress for Management Accountants?

32

By Robert H. Strawser, J. Patrick Kelly and Richard T. Hise
Th ere are five clu sters of factors related to job stress for m anagem ent accountants: role
conflict, lack of role clarity, perceived unchallenging nature of work, age, and higher level
positio ns in the organization. These factors were discovered in a survey of 138 m anagemen t accou ntants, an d they form the basis for recomm endations to managem ent.
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Management Accounting Needs a Data Base

38

By Timothy G. Sutton
Tex tbo ok authors tell us what "good" budgeting is but we know very little about how
corp oration s actually do budget. Many of the great astronom ical advances of the last two
centu ries are based upo n a vast data base com piled by hundreds of scientists. If a comparab le d ata base ex isted for m anagem ent accounting, who knows what progress could be
ach ieved.

Measuring Divisional Performance for an Oil Company

41

By Bruce R. Neumann and Dustin C. Landagora
If managers hope to allocate corporate resources in the most profitable manner, they must
first evaluate th e p erformance of the company and its divisions. For a com pany in the
petroleum industry, measures of perform ance m ust be based on the current values of
min eral reserves.
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Creative Cost Control in Unemployment Compensation Tax
Management

47

By Ronald L. Adler
The cooperative efforts of management accountants and personnel executives can provide a unique opportunity for a firm in managing its UC costs. The essential personnel
management procedures and the accounting controls and systems involved in holding
down these payroll costs are described here.
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At the Annual Conference, June 20 -23, Barbara Thomas, Commissioner of the Securities
& Exchange Commission, will discuss the role of the SEC in a deregulatory environment.
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Financial analySiS—the theme for April —at its best capsulizes how efficiently a company employs its resources. A survey of financial executives reveals some interesting
insights of just how they perceive financial ratios; another article describes how use of
financial data can detect bank failures. In May, the changing role of financial reporting in
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NAA's New Participative Programs
There are several new programs being developed by NAA which might
be of interest to you and your chapter. In one program, Jim Bulloch,
director of the Institute of Management Accounting, has developed a
mini - example of selected questions from
the CMA five -part examination — including
questions from each part of the examinaa
V
.
tion. This "composite CMA exam" will be
made available to chapters for use in their
„
technical programs and for members to
take an inventory of their skills in management accounting as compared to the subject matter that a CMA holder must comprehend. You might wish to improve your
management accounting skills after studying this material.
Another program being tested with selected chapters was inspired by John Chi ronna, chairman of the MAP Committee. A number of chapters were
asked to name a technical representative or set up a technical committee to review various proposals that come before the MAP Committee. The purpose of this program is to give the MAP Committee broader input from the NAA membership on certain selected technical issues.
A third proposal, which is being explored by Norton Bedford's Ad
Hoc Committee on Education, would give every member an opportunity to gain recognition as a member who has met continuing education
criteria by maintaining annually a prescribed number of hours of qualified management accounting education. This program would not necessarily be suited for all members but would be available to those who
are interested. It will take some time to develop this program but I
hope NAA does develop it.
These programs should interest those members who want to participate to a greater degree in NAA's technical activities. Please let your
chapter officers, directors and committee members know your feelings
on them.
4
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President, 1981 -82
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Opinion
Robert L. Shultis

He, She or It?
Recently we had occasion to wander through
the editorial department here at NAA. One of
the senior editors was struggling with what, to
us at least, has become the most contentious
"non- issue" in the country today —the problem
of defending the poor old English language
from the assault of militant, unreasoning feminism. How can we overcome the, to some, sexist
bias in the language ... he, chairman, manhole,
etc ... without absurd results? Or should we
bother? Since this issue of MANAGEMENT ACCOUNTING also carries an excellent article on
the distaff side of our profession ( "What Are
Women Accountants Really Like ? ", page 25),
it might be appropriate to offer some comments
on the subject.
While we referred to this torturing of the language as a "non- issue," for reasons which we
will cite later, it is part of the overall issue concerning the role of women in today's society —
and particularly in today's accounting profession. And it is in this context that we'd like to
suggest a few ideas.
Some years ago we were charter members
of a new chapter of NAA. If memory serves us
correctly, of the 150 or so charter members of
this chapter, only one was female. This percentage was probably not atypical of the membership as a whole at that time.
What a difference between then and now!
"What a difference 'a day' makes," so to
speak. As Edward Hoagland said in a recent
essay in The New York Times (December 31,
1981), "Powerful inertial forces opposing
change in the United States have a way of abruptly caving in; and nowadays most people
who learn that women are discriminated
against in questions of jobs, salary, access to
education, or property rights are going to react
the same. That battle, however painful, has
been uncomplicated and, except for what
amounts to a mopping -up operation, seems to
have been won."
Female members of NAA are an ever -in6

creasing proportion of our total membership, as
they are an ever - increasing proportion of the
accounting profession, and as they achieve
greater recognition and gain greater experience, we'll see more and more of them attain
positions of leadership in the profession and in
the Association.
That's great! There are few barriers now to
success in the accounting profession that hard
work, professional skills and awareness of opportunities can't overcome. And the English
language is not, or should not be, one of those
barriers. Putting the language through a series
of tortuous convolutions to expunge any trace
of alleged "sexism" is, to us, an exercise in total futility.
We thought a high- ranking business executive, who happened to be female, put it well
recently when she said that those feminists, or
whatever they choose to be called, who take
umbrage with any use of the generic "he,"
aren't concentrating on the real issues and
probably wouldn't make it to the top rungs,
even if we were to adopt a universally accepted, non - sexist personal pronoun. " 'He or she'
is not the issue," this executive said. "Drive,
perseverance, technical competence are." And
she's right!
Of course, we must remember the situation
works in reverse. She mentioned the high dudgeon the president of her company (who was
male) was in when a letter came in addressed
to him as "Ms ". His first name was one of
those which could be either male or female.
A quotation from a letter from Lois and Selma deBakey of the Baylor College of Medicine
in Houston, Texas, illustrates the point we are
trying to make. "An overzealous copy editor recently altered the entire manuscript of a textbook about English 'to avoid sex bias'. A typical
sentence after being revised: 'One should never let himself or herself spell a word wrong
even in a first draft, for if he or she does, he or
she simply reinforces a bad habit. "' And we're
all familiar with the nonsensical "person -hole
cover" or "person- made" or "person- hour," instead of man -hole, man -made and man -hour.
Must productivity in the future be measured in
person -hours instead of man - hours? If, as we
profess it to be, accounting is the language of
business, we have no room for such gibberish.
Our problems in communication are serious
enough. Let's not complicate them further.
While we can't presume to tell our editors
their business, we agree with the deBakeys
when they said:
"We hope that the editor of the New
England Journal of Medicine, as well as
► ►66
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Management
Accounting
Practices
Louis Bisgay, Editor

amendment would provide that the amount of
interest cost capitalized on the portion of a
qualifying asset acquired with proceeds of a
tax - exempt borrowing would be all interest cost
of the tax - exempt borrowing less any interest
earned on temporary investment of the proceeds from the date of borrowing until the asset is ready for its intended use. Also no interest cost would be capitalized on the portion of
a qualifying asset acquired using a gift or grant
that is restricted by the donor or grantor to acquisition of the specified asset. March 22 is the
deadline for written comments.

FASB on Entertainment Industry
FASB Proposes FAS No. 33 Change
The Financial Accounting Standards Board
marked the end of its 1981 activities by issuing
four proposed statements of financial standards. One of the proposals was necessitated
by the Board's issuance of FAS No. 52, "Foreign Currency Translation" (MAP, Feb. '82).
That statement requires companies to use either a U.S. dollar or a foreign currency perspective in reporting their foreign operations, depending on circumstances. The revised foreign
currency translation requirements change the
way information about certain foreign operations is reported in primary financial statements, and thus require a change in the way
supplemental information on changing prices
under Statement No. 33 is computed. The proposal, "Financial Reporting and Changing
Prices: Foreign Currency Translation," would
amend FAS No. 33 by requiring those companies that measure foreign operations in currencies other than the U.S. dollar to use a foreign
general price level index to restate the foreign
currency amounts and then to translate them
into dollar equivalents. Results of those foreign
operations would then be adjusted for local inflation rather than by using the U,S. Consumer
Price Index. Comment deadline on the proposed Statement is April 19.
Two proposed statements were combined in
one document titled "Accounting for Certain
Real Estate Transactions." The proposals generally would confirm current accounting practice by adopting certain specialized principles
and practices in industry accounting guides and
statements of position issued previously by the
American Institute of CPAs.
The Board also released a proposed amendment of its Statement No. 34 (Capitalization of
Interest Cost) titled "Capitalization of Interest
Cost in Situations Involving Tax - Exempt Borrowings and Certain Gifts and Grants." The
8

The Board issued two financial accounting
standards dealing with the entertainment industry. Both statements result from the extraction
of specialized accounting principles and practices from AICPA industry, accounting, and auditing guides and statements of position. FAS
No. 50, "Financial Reporting in the Record and
Music Industry," establishes accounting standards for licensors and licensees in the record
and music industry. FAS No. 51, "Financial
Reporting by Cable Television Companies," establishes standards of accounting for costs, expenses, and revenues applicable to construction and operation of a cable television system.

SEC Modifies Reporting Rules
The Securities & Exchange Commission adopted final rules that modify the requirements for
filing separate financial statements of the parent company, of unconsolidated subsidiaries
and subsidiaries accounted for by the equity
method, and of consolidated subsidiaries engaged in diverse financial -type businesses.
Certain disclosures are required when the ability of subsidiary companies to transfer funds to
the parent company is restricted. In the case of
unconsolidated subsidiaries and 50 % -or -less
owned companies, summarized financial information must be presented if, on an aggregate
basis, the assets, investments in and advances
to, or income of such companies exceed 10%
of the consolidated totals. Separate financial
statements must be filed for entities that exceed a 20% threshold level. The new rules are
effective for fiscal years ending after March 15,
1982.
The Commission issued a release concerning the disclosure of management remuneration in SEC filings. Certain prior staff interpretations on the subject remain in force and are
► ►66
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Management
Information
Systems
Stephen F. Piron, Editor

Return on M IS Costs
What's your return on MIS costs? Most of us
haven't calculated a return on our MIS costs.
Why not? One reason may be because we view
these costs as expenses and not investments.
They're like paying the phone bill. Another reason is that it is difficult to identify all the benefits
received from MIS costs, much less attach a
dollar value to those benefits in order to calculate a return. Have you ever tried to identify
your return on telephone costs? It's easy to
identify costs, but hard to quantify benefits.
There's been very little written about how to
identify benefits from MIS expenditures. Computers, like telephones, are seen as necessary
to the performance of a business. But why
would someone want to consider MIS costs as
an investment, and do a return analysis on this
investment?
MIS costs should be considered as investment spending because there is a direct relationship between the use of technology and the
resulting productivity. The more management
invests in the use of MIS and office automation
technology, the more productive the organization will be. Frankly, with the increasing
amounts of information to be processed, I don't
forsee a problem of over - investing in MIS technology during the next few years.
Therefore, where MIS costs are concerned, it
is very important to identify and quantify benefits so that management can evaluate the return it is getting on these invested expenditures. If the return is 100 %, wouldn't you think
management may want to invest more money
in the MIS area?
I discussed this topic recently with Mr. Danny
Van Riel who is the MIS Director at Janssen
Pharmaceutica in Beerse, Belgium. The people
at Janssen have taken a very common sense
approach to identifying their MIS ROL Their ap10

proach is based on a very simple and factual
premise: only the user of MIS services can
identify the benefits. In order to help the users
at Janssen identify benefits, four benefit categories were developed: Direct dollar benefits;
continuity (or manpower equivalent) benefits;
productivity benefits; and strategic benefits.
Direct benefits are specific identifiable dollar
revenues received or costs saved as a result of
a certain MIS application. An example may be a
decision support application which identifies
specific amounts of tax expense which can be
saved. This tax cash outlay saved is a direct
benefit.
Continuity (or manpower equivalent) benefits are derived by identifying the number of
people that would be needed to do the job that
the computer is presently doing. For example,
how many people would be needed to process
the payroll manually? Once identified, the number of people is extended by the average salary, plus benefits, of a person in the area receiving the MIS service. The result is a continuity
benefit.
These two benefit categories, direct and continuity, produce dollar benefits which can be directly compared to the MIS costs spent to produce them in order to determine a return on
those costs.
The last two benefit categories, however, do
not generate dollar benefits because with certain MIS systems it's impossible to measure
benefits in terms of dollars, A good example is
a management information system which supports management's day -to -day decisions. It's
very difficult to quantify the value of management's daily decisions because it's impossible
to isolate the benefits of one decision in an ongoing process of decisions. But a user can
identify a benefit with a "yes" or "no" answer.
Productivity benefits are those in which the
MIS system provides a greater quality or quantity of work, than could be produced manually.
A good example of this would be a computer
modeling system that produces more merger/
acquisition analyses than could be done manually in the time allowed.
Strategic benefits are those that help the
company maintain a competitive edge, maintain its market share, or keep it in a strong business position for the future. A company /competitor product sales information system is a
good example of a system producing this type
of benefit. Very often, productivity and strategic
benefits are more important than specific dollar
benefits.
Janssen Pharmaceutica took a sample of
MIS systems that made up approximately 50%
of their MIS costs. It then asked the MIS users
► ►66
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NOW, YOU CAN GET
THE REPORTS YOU NEED
WITHOUT GOING
THREE ROUNDS WITH
DATA PROCESSING.
Instead, you can input and produce your
reports yourself.
With UCC -FCS, the Accounting
Department can control data input
and generate its own reports. Once
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no intervention from Data Processinl7.
That means that, when you need a new
report, you can get it without delay.
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meetings, no waiting for someone else to
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214/353/7400) about UCC -FCS.

THE MOST EXPERIENCED
SOFTWARE COMPANY IN THE
WORLD.

University Computing Company • Dallas • Toronto • London • Zurich
UCC is a subsidiary of Wyly Corporation (NYSE).
Fnr more information and an annual report, write:
1000 UCC Tower, Exchange Park • Dallas, Texas 75235

Imagine a typewriter
that can tell you when you
have a wrong number.

"No Problem;' with Lanier. You can add. Subtract. Multiply.
THE SUPER'' NO PROBLEM
Divide. And double check your figures before the final
Maybe you need a lot of things the No Problem typewriter
report is printed. And that's just a fraction of what
can do, but you need them all at once. With the Super
Lanier No Problem® typing can do.
No Problem you can handle it. It prints out letters, verifies
WORK GETS OUT FASTER —WITH NO PROBLEM
totals, and accurately speeds through those financial
statements the senior partner wants by noon. Up to 200
Now even the most complicated financial documents
pages can be stored on a single disc.
can be done faster than ever before. Because typed pages
NO PROBLEM SHARED SYSTEM'
first appear on a TV -like screen, errors can be caught
before printing anything on paper No mistakes. No
whiteouts. Even last minute revisions on complex forms With a family of up to 8 No Problem typewriter stations
are no problem because numbers and columns can be linked together through a Central Memory Unit you can
multiply your total office efficiency many times over
moved with a few keystrokes. And every letter - quality
Typists can work together on the same projects. Or on
page is printed out in less than 30 seconds.
different ones. The Shared System can store up to
CHOOSE THE NO PROBLEM TYPEVVRrrER THAT'S
30,000 pages
RIGHT FOR YOU

First there's the No Problem. It revolutionized typing. In
addition to turning out fast, clean work the Lanier No
Problem typewriter can sort lists, and merge information
from two different sources. It stores your firm's standard
accounting formats, reducing "make- ready' time page
after page. And the No Problem typewriter stores up to
40 pages on a single memory disc.

NUMBER ONE IN SERVICE AND SUPPORT

Your new Lanier typing system arrives with a member of
our staff to unpack and set it up. In addition our experts
train your secretaries to become productive immediately. And our service people will be with you, through
thick and thin. No wonder Lanier was rated best by
users for service and support in a 1980 survey by Quantum

- orporation, an independent research firm.

)u want to get your numbers right, call
°nd us this coupon, or call today, for an

to demonstration. (800) 241 -1706. Except in
Hawaii. In Georgia, call: (404) 321 -1244.

) JMO ENr
INEVVRITER
Ilm
.--------------------------La n i e r � B t � � Pr o d i � m� In c

1700 Owxnfy IX, N.E. Adare GA 30324
in( tD get q w rvjTik ngM Send in this Capm

n
ml
N I

TNIC

I
3
DI
^I
aI
� I
p l
_> I
0

b

Bey Tee TOGO

Courky

Swe

l i a r

c

U

Zp

hake your good people even better. N
-- �,TM- ---- --T-- ---� LiM
-�
IVJ PIUWan'
C[ -N O -flb b� 7 �$-�
hid -�
jyS[erT
T-�
the-Tj-eAkxter

C L' - TM

KA e k PRXERS Or C

I98I La ni er

( � p olX l$� U1C

Why Do Management
Accountants Feel Disliked?
Surprisingly, controllers —the zealous cost - cutters —feel better liked
than budget and cost accountants.

By Della A. Pearson, Robert E. Seiler, and
Ira R. Weiss
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Most people want to be appreciated and well -liked
by their co- workers. A person's perception of his
or her acceptance, or approval, by others plays a
major role in the development of the individual's
self- esteem, according to some behavioral theories. Moreover, studies have shown that a person's
perceptions of self -worth are positively related to
improved performance.
We posed the question, "How would you assess
the general attitude of your company's operating
employees toward accounting department personnel?" in a survey of accounting personnel at 19
companies in the South and Southwest. Several
characteristics of the accountant's work climate
which might affect how well -liked the management accountant feels also were examined. The
results of the study indicate that an impressive
number of accountants in industry perceive something less than a pleasant attitude from operating
personnel, and their perceptions of cordiality are
related to the existence of certain dimensions of
the accounting climate within which they work.
The important relationships regarding perceptions of social approval, self - esteem, and performance which have been suggested by prior studies
served as the basis for this research (see references). We believed that a considerable number of
industrial accountants perceive that they are not
0025 - 1690/82/6309.1650 /$01.00/0

well -liked by their nonaccounting co- workers and,
further, that the attitudes of nonaccounting employees toward accountants might be affected by
the policies that govern the activities of the accountants. Specifically, we attempted to measure:
1. The degree of cordiality, or friendliness, that
operating personnel feel toward industrial accountants, according to the perceptions of the
accountants.
2. The relationships which exist between the company's accounting department policies and the
degree of warmth and friendliness which accountants perceive is extended to them by operating personnel.
Perceived Attitudes Toward Accountants
More than one -third (37 %) of the respondents
perceived the attitudes of operating employees
toward management accountants to be something
less than pleasant or were noncommittal (see Table 1). Indeed, approximately one -fifth (21 %) of
the respondents felt coolness or active dislike from
operating employees. Seemingly, these accountants would not find their self- esteem enhanced by
daily contact with operating personnel.
In our search for explanations of perceptions of
coolness, we analyzed responses by both demographic and job information supplied by the respondents. The analysis of the demographic data
resulted in no identification of firm trends or exCopyright © 1982 by the National Association of Accountants
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planations. The analysis of responses by job responsibilities, on the other hand, suggested that
the characteristics of an individual's job may very
well be associated with the degree of friendliness
that the individual perceives is extended to him by
operating personnel. Both the nature of the respondents' job assignments and the extent of their
personal contact with operating employees were
analyzed (Table 2).
A noticeably smaller percentage of budget accountants and cost accountants /analysts perceived warm attitudes than did controllers and accounting clerks. Perhaps controllers and clerks,
although at opposite ends of the range of responsibility, are more insulated from operating personnel, and these insulated positions produce less
feelings of coolness. This hypothesis is given additional strength when the degree of contact with
operating personnel is analyzed. Excluding the
small number of accountants who reported little
or no contact with operating personnel, as the
amount of contact increased, the percentages of

Table 1
How Accountants Think Operating
Personnel See Them
%of respondents

Their attitude towards us:
Warm, friendly
Pleasant
Noncommital
Cool
Active dislike

(n =63)
11
52
16
19

1
III

�1

I II

+

2
111

100

n

Table 2
Accountants' Perceptions of Their Co- Workers' Attitudes
by Function and Degree of Contact
By respo nde nt's fu ncti on:

Percentage of respondents who perceived
Warmlfriendlylpleasant
Less than pleasant

Controller In = 17)
Budget accountant In = 9)
Cost accountantlanalyst In = 19)
Accounting clerk In = 17)

70%
56
58
65

30%
44
42
35

50%
72
64
58

50%
28
36
42

By degree of respondent's
personal contact with operating
personnel:
None or rare In =4)
Occasional In= 14)
Regular In = 25)
Constant and direct in= 19)

.a
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respondents who reported that they perceived
warm attitudes decreased.
In m any c om panies, the cont roller an d the accounting clerks do not have daily one -on -one
personal c ontact wit h a variet y of opera ting personnel. By far the greatest am ount of personal
contact of an operating nature is conducted by
budget and cost accountants /analysts. The two
analyses p resented in Table 2, therefore, tend to
support the hypothesis that increased contact between accountants and operating personnel may
produce decreased feelings of cordiality.
Im pact of Accounting Policies
The most significant analysis in our study dealt
with the relationships between certain policies of
the accountin g departm ent and the ac coun tan ts'
perceptions of warm th or coolness among operating em ployees. Eleven possible characteristics of
an accounting departm ent's operations were
structured to measure the accountants' perceptions of thr ee general dimensions of t h eir w or k
environm ent: ( 1) the nature of involvem ent between accounting and operating personnel; ( 2)
the responsiveness of th e accounting function to
the com pany's operating needs; and ( 3) the degree of formality of the accounting activity.
Responsiveness and form ality were considered
to be single dimensions in our analysis, but involvement was sub - divided into two types. One
sub -type of involvem ent is that of an encouraged
participation by accountants in t he operating activities of the company. The active support of
managem ent is an integral part of this type of participation. The second form of involvem ent is of a
passive nature, where the interface between accounting an d operating personnel is ro utine and
assigned. Passive involvement m ay b e ch arac terized a s con tact which is dem anded by the daily
job assignments and which may be entered into by
the m anagem ent acc ount ant w itho ut en thus iasm
or appreciation for the problem s of operating personnel, These two types of involvem ent are referred to in this study as encouraged participation
and passive participation.
As described earlier, the existence of these general dim ensions of the a ccountin g work e nvironment (involvem ent, responsiveness, and fo rm ality) was m easured with several characteristics for
each dim ension, using a seven -point scale for each
char act eris tic which ran ged fro m "n eve r" t o " always." Perceptions of the existence of characteristics were then correlated with the respondents'
perceptions of the attitudes of operating personnel, which, as reflected in Table 1, were m easured
on a five -point scale ranging from "warm /friendly" to "active dislike."
The first colum n in Table 3 reports the percentages of re spondents who replied that th e characteristic existed "of te n, " "a lm os t alwa ys ," o r "a lMANAGEMENT ACCOUNTING /MARCH 1982

ways" in their company. The second column reports the extent of the relationship (correlation
coefficient) between the existence of each characteristic and the respondents' perceptions of the attitudes of operating personnel. The first characteristic, for example, concerned how frequently
accounting personnel were encouraged to consider
themselves as part of the operating department to
which they provide service. One -third (34 % ) of
the respond en ts f elt th is to b e a p ractice o f th eir

co m panies m ore often than not, and the existence
of this policy was positively related (correlation
coefficient = .33, p < . 01) with the accountants'
perceptions of warm th and friendliness am ong operating employees.
Particularly noteworthy. in Table 3 is the frequ ency with which respondents reported the existen ce of the selected accounting departm ent policies. Of the thre e policies relating to encouraged
participation, two were perceived to exist in their

Table 3
Selected Dimensions of the Accounting Work Environment
Related to Perceptions of Operating Personnel's Attitudes
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Characteristic of the
counting work environment

I
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Correlation coeffi
cient of the cheracte ristic with warnr
to- dislike response

ope rating de partme nt to
which they are providing

i

service.
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2. Accounting supervisors
encourage accounting per sonnel to have close associations with operating
personnel.
3. Accounting personnel are
encouraged to "get into the
field" when working on
interdepartmental problems.
B. Passive participadon:
4. Operating personnel go to
accounting department employees to obtain information not contained on regular
reports.
5. Accounting department personnel panic pate on interdepartmental problem-solving teams.
6. Communication with oper .
t
ating departments is handled
by the controller.
Responsiveness:
7. The accounting department
is called on to prepare special analyses of operating
data.

34%

33 ""

77

.31

55

.26'

50

.14

41

.12

50

—.13

83

.30'"

88

.27•

48

.24"

aspects of the company.

36

.10

11. The accounting manual specifies how acc ounting problems are to be resolved.

45

.03

B. The accounting system is
adequate to provide operating personnel with the information they need.
9. The accounting system is

1

revised in response to requests for information by
operating personnel.

U

� +

% of respondents
who perceived that
the characteristic
existed Isee note 11

vement:
A. Encouraged participation:
1. Accounting personnel are
encouraged to consider
themselves as part of the

\�t�

z
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Ira R. Weiss is an
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Formality:
10. Accounting personnel are
systematically rotated among
assignments in order to develop familiarity with many

Note 1: A characteristic was judged to "exist" if respondent answered "often;' "almost
always," or "always."
•�P .05
" P .01
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companies by majorities of the respondents (77% exist in less than half the companies.
and 55 %), while one was perceived to exist by
The most important observations which may be
only one -third (34 %) of the respondents. The made from the data reflected in Table 3 relate to
policy which was perceived to exist by only 34% the correlation coefficients. Of greatest imporof the respondents was concerned with the en- tance is the clear indication that all three characcouragement of accounting personnel to consider teristics which relate to encouraged participation
themselves as part of the operating department to correlate positively and significantly with the acwhich they provide service. It is interesting to countants' perceptions of friendly attitudes among
note that while this characteristic, of all charac- operating personnel. Equally important is the
teristics investigated, was perceived to exist by the finding that all three characteristics which relate
least number of respondents, it had the strongest to passive participation do not correlate in a statiscorrelation with respondents' perceptions of tically significant way with the accountants' perfriendliness.
ceptions of warm attitudes from operating emTwo of the characteristics which described pas- ployees. The conclusion appears warranted that
sive participation were perceived to exist by one - the accountant's involvement with operating perhalf of the respondents, but less than half (41 %) sonnel, per se, is not necessarily conducive to
of the respondents indicated that the third policy warm, cordial relationships, but when participain this dimension was characteristic of their com- tion is actively encouraged by superiors there is a
panies. Regarding the dimension of responsive- much stronger likelihood that perceptions of
ness, two characteristics were perceived to exist warmth and friendliness will occur. It is interestmost frequently (over 80 of the time), and the ing to note, too, that all of the characteristics detwo characteristics of formality were perceived to scribing responsiveness ofthe accounting function
to operating needs correlate positively and significantly with perceptions of friendly attitudes, while
none of the dimensions of formality had a signifiHow We Conducted the Study
cant correlation.
Although at first glance there may be a contraThe data in this study were gathered by means of a questionnaire
diction
between the two principal findings of this
completed by the accounting personnel of 19 different manufacstudy, an explanation does exist. The apparent
turing companies located in the south and southwest regions of
contradiction exists because the data in Table 2
the United States. The companies ranged in size from 100 to
suggest that increasing contact with operating
10,000 employees. The controllers of these companies were asked
personnel is associated negatively with the acto participate. if they agreed to do so, they distributed the quescountants' perceptions of friendly attitudes, while
tionnaires to their personnel and, in many cases, returned their
the data in Table 3 indicate that encouraged inown completed questionnaires. An addressed envelope was involvement with operating personnel is positively
cluded with each questionnaire so that the questionnaire was
related with perceptions of warmth and friendlireturned directly to the researchers; the controllers who assisted
ness. Our data do not permit an analysis of the
did not have access to the replies of others within their companies.
possible types ofcontact included in Table 2, beSixty -three usable responses were received, with at least one
cause the need for this type of data was not recogresponse from each company. The response rate is not determinnized prior to data - gathering. It may very well be,
able because the number of questionnaires actually distributed by
however, that the personal contact reported in Tathe controllers is not known (150 questionnaires were given to the
ble 2, where increasing contact was associated
19 controllers, an average of about eight to each company).
with increasing perceptions of coolness, is preIn addition to demographic questions concerning age, educadominantly
participation of the passive variety. If
tion, and sex, the questionnaire contained a list of operating
so,
no
contradiction
of findings results; as reportcharacteristics and policies which might exist within the accounted
in
Table
3,
passive
participation does not correing department of a company. Respondents were asked to express
late
with
accountants'
perceptions of friendliness
their feelings about each characteristic by circling some point on a
from
operating
personnel.
scale supplied for each item. The scales were seven - point, word anchored, ranging from "always" to "never." The list of characteristics is shown in full in Table 3.
We also asked questions to measure the extent of the accountant's
personal contact with operating personnel and to ascertain the
accountant's perceptions of the attitudes of operating personnel
toward accountants. Respondents were asked to assess the attitudes of operating personnel on a five -point scale ranging from
"warm and friendly" at the top, to "active dislike" at the bottom.
The five gradations of perceived attitudes and the distribution of
perceptions are shown in Table 1.
❑
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Accountants Should Get Into Field
This study is based upon a set of associations
which relate self- esteem to productivity and effectiveness in an equation that could be rendered:
Perceptions of
warmth and
friendliness of
peers

High
self- esteem

High productivity
and /or
effectiveness

These relationships are complex, and a full
measurement of all of them would be an ambitious undertaking. We, therefore, concentrated on
MANAGEMENT ACCOUNTING /MARCH 1982

selected accounting department policies and procedures and attempted- to relate them to the accountants' perceptions of warmth and friendliness
from operating personnel. We discovered that:
I. A significant portion (37 %) of management
accountants perceived a less- than - pleasant atmosphere (or were noncommittal).
2. Increasing contact with operating personnel
was associated with increasing perceptions of
coolness, and perceptions of coolness occurred
more among cost accountants /analysts and
budget accountants than among controllers
and accounting clerks.
3. Encouraged participation of accountants in the
operating activities of their company was related to the accountants' perceptions of warmth
extended to them by operating employees, as
was perceived responsiveness of the accounting
department. This relationship did not hold for
passive participation or for formality of the accounting operations.
As a result of these findings, we have concluded:
Individuals who direct the accounting activities
of a company should make deliberate efforts to
encourage management accounting personnel to
"get into the field;" i.e., to develop an appreciation for the needs of operating personnel and an
enthusiasm for filling those needs. Work assignments could be arranged that not only permit but
require an active interface with operating personnel. It is very important that this type of encouraged participation be supported and given positive
recognition from the top accounting administrators and policy makers.
Considerable perceptions of coolness from operating personnel are likely where extensive contacts
of a passive nature exist. Where budget data, cost
information, or other operating data are gathered
and reported on a systematic basis, requiring contact but only passive participation in the operations of the company, the accounting personnel
are likely to perceive a cool or less- than - friendly
atmosphere. Steps similar to those described in
the preceding paragraph, then, become even more
critical to the accountant's sense of social acceptance and self - esteem, and, ultimately, the effectiveness of the accounting function.

MANAGEMENT ACCOUNTING /MARCH 1982

For Further Reading
Coopersmith, Stanley, The Antecedents of Self - Esteem, W. H.
Freeman, 1967.
Half, Robert, "Do Management Accountants Have an Image
Problem ?" MANAGEMENT ACCOUNTING, August 1980.
Jacobs, Rick, and Trudy Solomon, "Strategies for Enhancing
the Prediction of Job Performance from Job Satisfaction,"
Journal of Applied Psychology, 1977, No. 62.
Karjala, L.M., Internal Versus External Self - Esteem: A New
Measure, a dissertation, University of Massachusetts, 1977,
Korman, A.K., "Task Success, Task Popularity, and Self Esteem as Influences of Task Liking," Journal of Applied
Psychology, No. 52, 1968,
Rosenberg, M., Society and the Adolescent Self - Image,
Princeton University Press, 1965.
Siegel, J.P., and D. Bowen, "Satisfaction and Performance:
Causal Relationships and Moderating Effects," Journal of
Vocational Behavior, No. 1, 1971.
Sorensen, James E., and David D. Franks, "The Relative
Contribution of Ability, Self - Esteem and Evaluative Feedback
to Performance: Implications for Accounting Systems," The
Accounting Review, October 1972.
Turnkat, David, "Self- Esteem Research: The Role of Defensiveness," The Psychological Record, No. 28, 1978.

Particular attention should be given to ensure
that the accounting system is responsive to the
needs of the operating personnel. The evidence indicates that when accountants perceived that the
system was doing a good job of meeting the needs
of operating personnel, they perceived relatively
high levels of cordiality between operating and accounting personnel.
We recognize that the findings of this study are
tentative and that additional study is necessary to
identify the types of contacts and specific accounting policies which produce or counteract perceptions of friendliness among operating people
toward accountants. The study does indicate,
however, that the managment accountant operates in an environment which, if not properly supported by the top accounting executives, may be
detrimental to his or her self - esteem and, ultimately, to his or her performance.
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Letters
TO THE EDITOR
The Accountants' ABCs

S-

RN

toot

There today.

I like Robert L. Shultis' column, "On
Educating the Future Management Accountant," in the November 1981 issue.
One of his recommendations to the accounting educators is to "teach them to
communicate." This is absolutely necessary to any successful management accountant. I would like to share with
your readers the following "Accountants' ABCs ":
The Accountants" ABCs
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Business
communications
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very next flight. And provided
that flight is scheduled to
arrive before midnight, you'll
get same -day service. We guarantee it. Or your money back.

That's Sprint same -day
package service, available to
more than 90 cities nationwide

on over 1,200 daily flights.
We can also give you
Sprint service to Canada,
Mexico and other international destinations.
For further details, rates
and flight information, call
Eastern. For pickup and
delivery in the U.S., call
800 - 336 -0336, toll -free.
' 1982 Eastern Air Lines, Inc.
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Most successful accountants strive
for excellence in the following three areas: (1) Account Balances (AB), (2)
Accounting Controls (AC), and (3)
Business Communications (BC). We
often hear that "old accountants never
die; they just lose their balance." "Debits equal credits to obtain correct account balances" is the necessary condition for a good accounting system. Since
passage of the FCPA in 1977, accountants have increased the emphasis on internal accounting controls. That is,
more and more accountants think that
"effective accounting control" is another necessary condition for a good
accounting system. Management accountants have spent most of their time
dealing with people (managers, financial data users, subordinates). Therefore, the better the business communication skills, the better probability of
being successful.
At the USC School of Accounting, as
well as at many other colleges and universities, the students do learn the skills
of business communications and not
just debits, credits, and accounting controls. I hope more and more educational
10-11-65
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Small Business
Kathy Williams, Editor

Good Asset Management May Save Your
Business, Expert Stresses

small business people last fall. Some other
economic factors crucial to smaller businesses
are growth of the economy, availability of longterm and short -term credit, ability to pass on
price increases, wage costs, energy costs, raw
material costs, and quality of labor. Survey results and selected panelist comments were
published in Inc.'s January 1982 issue. Persons
who want a complete summary of the findings
and a list of forum participants should write, on
company letterhead, Outlook Editor, Inc. Magazine, 38 Commercial Wharf, Boston, Mass.
02110.

How to Control Your Mailing Costs
How a smaller business manages its assets
sometimes can mean the difference between
its success and failure, says P. Michael Kelly,
vice president and regional manager of the
American Appraisal Co., a specialist in valuing
enterprises. Good asset management involves
procedures such as classifying tangible assets
properly for tax purposes to attain the best tax
benefits, assigning the correct value to all property, making sure assets are properly insured,
and making sure a company knows exactly
what office or plant equipment it possesses.
Poor asset management can result in misclassification of property, higher tax payments than
necessary, fewer tax credits, and less cash
flow —all factors which could contribute to a
company's failure.
Companies that know exactly what assets
they have and for what purposes they are being
used also stand the best chance of benefitting
from the Economic Recovery Tax Act in the
form of increased cash flow— something all
smaller businesses need to maintain. Mr. Kelly
also admonishes: good asset management
means keeping accurate sets of books, usually
for these purposes — federal, state income and
property taxes, insurance claims, current cost
accounting, earnings and profit calculations,
and general accounting.

How Will Small Businesses Fare in
1982? Inc. Survey Results
High interest rates are the main concern of
small business owners and managers, most of
whom are afraid that tight money will hurt their
companies this year, small business people
told Inc. Magazine recently. Inc. wanted to find
out just what smaller business felt their
chances of survival were in 1982 and what economic factors influenced them most. Survey
findings were based on responses from about
2,000 Inc. subscribers and three forums of
22

As postal rates continue to soar, smaller businesses more than ever need to be aware of
how they can save money on postage and retain reasonable service. A new booklet can
help in this area: Sixty-Six Suggestions about
Saving Money on Postage. The information is
available from Daly Associates, 702 World
Center Building, Washington, D.C. 20006 for $5
each.

Banks and the Small Business Borrower
Banks rejected smaller businesses' requests
for loans in 1981 mainly because the businesses were undercapitalized or had incurred too
much debt, they had no collateral, they couldn't
show a repayment source or they had poor
credit history, and they offered inadequate financial information. The ideal small business
borrower, on the other hand, is one with good
capitalization, decreasing debt -to- equity ratio or
retained earnings in business, good management, and a good profit history. As to the major
problems in dealing with small businesses,
banks cited undercapitalization, inadequate or
unreliable records, lack of capable management, and inexperience. These facts were discovered by the Small Business Administration
when it surveyed 150 U.S. banks recently for a
business magazine. For more information
about the survey and its results, write the U.S.
SBA, Office of Public Communications, 1441 L
St., N.W., Washington, D.C. 20416.

Are You Ready for Robots?
Picture this: your workers are on the job 24
hours a day, there is no absenteeism or on -thejob accidents, and your company's productivity
increases 30% while your product defects al10-0, 66
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The new accelerated cost recovery
tax plan means great incentives for
business, but bad news for accounting departments.
Conversion of all Fixed Asset accounting to take advantage of the
new depreciation and ITC savings is
no trivial task.
Data Design Associates can help
NOW.
Our Fixed Asset Accounting System is the most comprehensive accounting software package available.
Proven, tested, and refined, the system is easing the life of accounting
departments at over 200 companies
And the system fully accommodates the newACAS accounting
requirements.
We can provide a smooth conversion from manual or automated fixed
asset systems. And you will have the
war..

tools to take full advantage of the
ACRS opportunity.
More important, your fixed asset
accounting will be on the Data
Design system. Comprehensive controls. Extensive reporting options.
Very friendly to users. Vendor support and updates so that accounting
or tax changes don't glitch your
system.
How often does a terrific short
term solution give you such a
terrific long -term benefit?
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Please send full information on
how the DDA fixed Asset
Package can solve my ACRS
requirement and give me a
long -range accounting solution at
the same time.
Name
Title
Company
Address
Cityl stalelzip
Type of computer
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Fixed Asset and Accounts Payable
1250 Oakmead Parkway,
Sunnyvale, CA 94086 Tel: 4081730.0100

4q

lob

401,

- AL

M EN . -

.01

EMILL S

f l y

elON
9NOMMEMM,

What Are
Women Accountants
Really Like?
They are shy, humble and practical —
but also self - reliant, self- confident and group- oriented.

By Patricia L. Johnson and Paul A. Dierks
What is today's woman accountant really like?
Does she fit the classic male stereotype —hard
working, shy, serious, practical, self - reliant —or
does she add a distinctly different dimension to
her role? We wanted to find out, mainly because
the world of the woman accountant hasn't been
explored with any depth as the male accountant's
has. In fact, the studies that do exist have been
limited to a profile of women accountants based
on demographic data,' and interviews with successful women accountants, while proving that a
woman is an asset to the profession, rarely probe
her self-percept ions.2 We must admit that when
our study was concluded, we came up with some
surprises.
In order to get a representative sample of women accountants, we surveyed a cross section of the
types of accountants: accounting students (both
undergraduates and graduates), governmental accountants, public accountants, industrial accountants, and academic instructors. We obtained our
sample from the membership rosters of the National Association of Accountants in the Dallas Fort Worth area, the American Society of Women
Accountants's chapter in that area, and Beta Alpha Psi business fraternity. Then we refined our
sample from these names, so our sample actually
was not a full random sample.
0025- 1690182/6309- 1385 /$01.00/0

We mailed the questionnaire packet —which
consisted of an introductory letter, the 16 PF
questionnaire and answer sheet (see section on the
testing method on page 46), a form requesting
background information, and a stamped, self -addressed return envelope —to 135 potential participants in the Dallas -Fort Worth area. Of this number, 100 returned the completed questionnaire, for
a response rate of 74 %. We found all returned
questionnaires to be usable in our statistical evaluation of the woman accountant's personality.
Because our sample was geographically restricted to Southern women accountants in the Dallas Fort Worth area, readers should be careful not to
draw absolute conclusions from the study. Respondents in other large cities such as New York
or San Francisco or Kansas City might have given
more cosmopolitan answers. In addition, answers
pertaining to women accountants in business contain some partial percentages. Students did not
answer these questions, so the percentages are not
whole numbers.
Characteristics of the Respondents
We found that a typical respondent had a bachelor's degree in business administration and was
either an industrial or public accountant with less
than five years of experience. Only a few respondents were certified. In terms of accounting career
paths chosen, most respondents worked in induscopyright m1982 by the National Association of Accountants
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try (43 %) and public accounting (34 %), while
only 8% had jobs with governmental units, and
3% were academicians.
Overall, the majority (69 %) of the respondents
held bachelor's degrees, while 9% had attained a
master's degree and 2 %, doctorates. Of the women employed in industry, the vast majority (90 %)
had earned a bachelor's degree, 5% had either no
degree or an associate of arts degree, and 5% held
a master's degree. None had pursued a doctoral
degree. Of the respondents employed in the field
of public accounting, 12.6% had no degree or an
associate of arts degree, while approximately 69%
held a bachelor's degree. A surprisingly large percentage held either a master's degree (15.6 %) or
a doctorate (3.1 %).
Most participants had limited work experience.
Overall, 46% had two years of experience or less,
18% had between three and four years of experience, but only 10% had more than ten years of
experience. Women accountants in industry generally had more work experience than those in
public accounting. For example, 37.5% of women
industrial accountants had two years or less experience as compared to 62.5% of the public accountants. Similarly, 30% of female industrial accountants had seven years or more experience in
comparison to 15.7% of the women in public accounting.
Regarding certification, the majority of the respondents (70 %) had not earned professional
certification. Only 27.5% of women industrial accountants and 34.4% of women public accountants were CPAs. A mere 5% ofthose employed in
industry and one of those employed in public ac-

counting held a Certificate in Management
Accounting.3
Figure I is a graphic presentation of the results
obtained in our study compared to R. B. Cattel's
1972 study of the general population of women.4
An immediate observation can be made about
the woman accountant's profile: the sten scores
(see section on the testing method) on the majority of the factors are less than 5.5, the mean point
on the 16 PF scale. Thus, the resulting profile of
the female accountant is skewed to the left end of
the scale. In contrast, the profile of the general
population of women does not vary greatly from
the 5.5 mean of the 16 PF scale. A comparison of
the two profiles appears to indicate that woman
accountants generally are much more humble, serious, shy, trusting, self - assured, conservative,
practical, and forthright than the general population of women. In addition, women accountants
tend to join groups to a much greater degree than
the "typical" woman.
One surprising result is the extremely low (2.5)
sten score of female accountants on Factor B (intelligence: dull versus bright) —a score which is
much lower than the one for the general population of females (5.3). Other items of note include
the indeterminate results obtained for women accountants on Factors A (reserved versus outgoing) and Q3 (undisciplined versus controlled by
an exacting willpower). Apparently the women
accountants in our study do not show an extreme
behavior on these two traits. Based on the overall
results, however, one may conclude that the women accountants in this study generally exhibit different and more polar personality traits than does

Fig u re 1
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Figure 2
The 16 Personality Factors — Industry vs. Public Accounting
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the general population of women. For example,
women accountants generally are more serious,
self- reliant, practical, self- assured, and self -confident than the typical woman. Because these traits
usually are cited as necessary for success in the
business world, it should not be surprising that
women exhibiting such traits would be employed
as accountants.
Industry vs. Public Accounting
The mean scores of women industrial and public accountants in our sample are extremely close
on many of the factors, so the two profiles have
been offset slightly (Figure 2). Despite the similarity of the two profiles, however, we can make
specific observations. In our study, industrial accountants generally scored the same as or slightly
lower than public accountants on each factor,
with three exceptions: Factor G (expedient versus
conscientious), Factor N (forthright versus astute /polished), and Factor Q3 (undisciplined versus exacting willpower).
A statistical analysis of the differences in mean
scores on each trait where there is a discrepancy
suggests that women industrial accountants apparently are more humble, serious, and trusting
than public accountants, while the latter are more
MANAGEMENT ACCOUNTING /MARCH 1982

intelligent, expedient, forthright, and undisciplined. In an attempt to support the findings of
statistically significant differences on these seven
traits, we grouped them into partial personality
profiles and tested for significance using the pattern similarity coefficient.b This test supported our
findings that women industrial and public accountants are indeed different when it comes to
these traits. Thus, one may conclude that women
selecting different career paths within the broad
field of accounting also exhibit some differences in
personality.
This conclusion may be explained by the differences in the natures and demands of various
accounting positions. For example, the female industrial accountants were significantly more trusting than the public accountants in our study. This
result should not be surprising as an industrial
accountant is a member .of a firm's management
team while a public accountant is an independent
third party who expresses an opinion on the fairness of financial statements prepared by management. Public accountants must assume skeptical
attitudes in the performance of their duties.
In addition, the public accountants were more
aggressive than the industrial accountants. Here,
again, the nature of public accounting may ex27

plain the difference in the amount of aggression
exhibited. Public accounting is a highly competitive, demanding field. Public accountants must be
aggressive in order to provide quality service as
well as gain new clients. In addition, they must be
aggressive enough to remain firm on a position
when they clash with a client over a specific accounting problem. Industrial accountants, on the
other hand, work in concert with other members
of a corporate management team. Thus, it seems
logical that female public accountants would tend
to be more aggressive than female industrial accountants.
One realistic note, however: A comparison of
the overall personality profiles (all 16 traits) of
the two groups of female accountants in our sample, using the pattern similarity coefficient, indicates that the personality profiles are drawn from
the same population. Thus, the overall personalities of these two groups of women accountants
really are not different.

cious), Factor M (practical versus imaginative)
and Factor Q2 (group joiner versus self -sufficient). The only traits on which the mean scores
were close are Factor I (self - reliant versus sensitive), Factor C (emotional versus emotionally stable), and Factor Q3 (undisciplined versus exacting willpower). Because we did not know the size
of the sample used in the Bowlay, Smith, and Cox
study, we could not do a statistical comparison of
the differences in individual trait mean scores between male and female accountants. Thus, a comparison of the personality profiles of t he two
groups was limited to calculation of the pattern
similarity coefficient. Although we expected this
coefficient to indicate that the profiles were so dissimilar as to have been based on samples drawn
from different populations, this did not prove to
be the case. The pattern similarity coefficient test
rejected the null hypothesis that the samples were
drawn from different populations. Thus, the personalities of women and men accountants appear
to be similar, even though a preliminary visual
inspection of the graph would indicate otherwise.

The Battle of the Sexes
Do men and women employed in accounting
exhibit the same personality traits? In an attempt
to answer this question, we compared the findings
of this study with that of the 1972 Bowlay, Smith,
and Cox study of male accountants (Figure 3). 6
A look at the graph suggests that the profiles are
dissimilar. In fact, it appears that the two profiles
are on opposite sides of the 5.5 mean of the 16 PF
scale. Extremely large discrepancies in the mean
scores of the two sexes are evident on Factor B
(intelligence), Factor L (trusting versus suspi-

Personality Seems to Dominate Choice
Two general conclusions about women accountants seem to stand out from our study's results. The first is that female accountants, though
not strictly conforming to the traditional stereotype of the accountant, do tend to exhibit several
traits associated with the popular concept of the
accountant. For example, women accountants are
shy, humble, serious and conservative. Deviations
► ►46

Figure 3
This Study's Profile of Female Accountants vs. the Bowlay, Smith, and Cox
Study of Male Accountants
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How to Evaluate Your Cost
Accounting Department
Is your cost department meeting the needs of top management?

By Henry H. Owen
Evaluation of cost accounting departmental performance historically has been the exception rather than the rule. External audit and internal audit
functions have addressed elements of performance, but only as side issues in achieving the objectives of financial audits. In other instances, performance of individual department members may
be assessed via performance reviews, merit reviews and promotional reviews through personnel
related systems. Reviews of cost departments and
the role they play, or should play, are clearly in
the minority. Management seldom assesses the basic efficiency or effectiveness of their cost departments.
In the absence of an external assessment, it
would be prudent to perform periodic self- assessments to ensure the department's overall contribution toward management's objectives is being
achieved. Certainly, there are numerous methods
one might employ. Each industry would demand
unique variations as well as allowances for individual plant operations. At the risk of not satisfying all concerned, I offer the following method of
self - assessment. You may want to tailor the approach to accommodate your individual needs.
Before reviewing the particulars of your depart0025 - 1690/82/6309.1420 /$01.00 /0

ment, it might be prudent to review your cost department in terms of a self - evaluation.
First let us begin with the definition of management accounting promulgated by the Committee
on Management Accounting Practices:
Management accounting is the process of
identification, measurement, accumulation,
analysis, preparation, interpretation, and
communication of financial information used
by management to plan, evaluate, and control within an organization and to assure
appropriate use of and accountability for its
resources. Management accounting also
comprises the preparation of financial reports
for nonmanagement groups such as shareholders, creditors, regulatory agencies, and
tax authorities.'
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How well is the department doing in terms of
managerial needs? A quick test of the cost department's efforts (see Table 1) can reveal how balanced your department is in relation to its costs
and whether its efforts are directed to areas that
yield the highest return.
A review done on a perfunctory basis as noted
in Table 1 may indicate that materials are not receiving adequate attention relative to direct labor.
Further analysis may be desirable to determine
Copyright 0 1982 by the National Association of Accountants
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Table 1
Quick Test of Cost Accounting Department Efforts

Materials
Labor
Overhead

910001

%

$10001

1.2
3.4
1.4

20%
57%
23%

16,300
975
6,930

67%
4%
29%

326
98
347

42%
13%
45%

6.0

100%

24,205

100%

771

100%

%

2

3

1. Anticipation of cost and cost trends.

Acceptability of department as impar.
tial arbitralor of identified issues.
Effectiveness of departmental training
in problem identification and solution.

r

Pa r t ic i p a ti o n in s t r a t e g ic p l an n i n g a n d

12
2.4

r

1

4

3

6

✓
r
✓
r
r
r
18

18

30
r

3. Timeliness of accumulation and
appropriate retention.

r

4. Adequacy of data collected covering
exceptions.

r

5. Utility of data gathered relative to

r

managing business.
Teal rating
Average perfomanee

4

18
32

12

4

Anstly
r

1. Accuracy and timeliness (rl isolating
factors in abnormal events.
2. Appropriate level of investigation.
3. Rigidness or flexibility in analysis.
4. Anticipation of management s needs
for analytical detail and summan
ration.
5. Cooperative nature with other depart.
ments mncemmg pint analyses.
Teal ratlrg
13
Average performance
ze

r
r
r
r

valuations, capital expenditure, transfer prices, etc.

15
3A

4

3

a

r
✓
r
✓
r
4

9

Preparation and interpretation

Control

1. Interface between historical detail
and projection
2. Structure of report for balance of
details, summaries and interpretive
conclusions.

✓

I

Assessment of revenue expense
classification for management control.
2. Reassessment of utility and under
standing of basic financial measures.
3. Reexamination of reports issued, or

r
r

1

r

4. Cooperation in drawing conclusions
with other department's participation

checking of reports to be issued

4. Responsiveness of cost control system
to management.
5. Performance reviews and advice to
other departments.

Total rating
Average performance

Accuracy and thoroughness of
A Cost estimates
9. Forecasts
C. Standard costs preparation
D. Variance system
E. Inventory control system
F. Actual cost system

r

Evaluation
1. Analysis and critique of past
operating decisions.
2. Assessment of returns on resources,
investments, and equity.
3 Analysis of revenue, cost and margin
trends.
4. Periodic review of cost systems.
5 Review of tax regulation on inventory
Total rating
Avatage pwtormance

6

2. Retention of adequate level of detail
for investigative purposes.

pr o f i t p l a nn i n g

TOLI rating
Average performance

2

1. Consistency of collecting and report
performance.
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5
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5

r
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3.2
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on budgets and standards.

6

Measurement

r

2. Involvement with projecting financial
impact of capital investments.

4.

4

4

r

4
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2

Adequacy and ability to recognize
appropriate action.

5

Table 2
The Grid Approach to Evaluating a Cost Department
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Department effort
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17
3.4
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r
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✓

5. Degree of maturity of data collection
system Ido the needs outstrip the
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12

Total rating
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2. Review adequacy of tools employed
(systems).
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Communication
1 Timeliness of reports.

3. Control of receivables, inventories.
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4.

✓
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itself to accountability goal?

Total organization
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3. Overdocumentation covering informal
Issues.
4. Screening, checking and reviewing
departmental communications.

r
16

2

a

12

18

5

32
so
3.0

1

24

r
r at

5. Appropriateness of communication
directions (are the correct personnel
addressed or copied7l.

5

why the disparity exists or should continue to exist. Perhaps material is subject to stringent controls by purchasing, material management, and
process control personnel and therefore should require less attention by the cost department. After
reviewing the adequacy of controls outside the
cost accounting department, you may draw conclusions as to the balance of the effort.
30

r

a c t i o n c o mmu n i c a t i o n s v e r b a l w i t h o u t

documentation).

requirements.

T otal rating
A verage patformance

5

Total rating

9

Average performance
Total for proci sshny
characteristics

1.8

Average performance
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4
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3
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e.

A l l r ep o t s we l l b e s c r e en e d b y a no t h e r a c c o un t an t b e t a , r e l e a s e d

The process of management accounting within
the cost accounting operation may also be assessed. However, one must be cautious not to blur
MANAGEMENT ACCOUNTING /MARCH 1982

individual performance with overall department
performance.
Mechanics of the Grid Approach
To illustrate the evaluation of a hypothetical
cost accounting department using the grid approach, (Table 2), I have divided the grid into
Organization Characteristics and Operating Characteristics. Under organization characteristics, I
include planning, evaluation, control and accountability. Under operating characteristics, I include
the categories of identification, measurement, accumulation, preparation and interpretation, and
communication.
Numerical values of one to five were assigned to
each evaluation characteristic. The numbers may
be interpreted as: I- adequate, 2 -low, 3- adequate,
4 -high, and 5-superior. These values help provide
a weighted average in determining a cost department's overall performance. In any analysis of the
grid evaluation, a 3.0 rating may be considered
totally acceptable. Any instances where departmental performance was inadequate or superior
are supported by comments suggesting actions to
be taken or to be continued.
If the evaluation of any of the characteristics
are relatively low, then further investigation

would be desirable. Short -term solutions noted as
comments may or may not contribute satisfactorily to long -term performance results. If the analysis, preparation, and interpretation sections are
rated low, then it may suggest that the cost department may be careless in reporting or is understaffed. These substandard results may indicate
further that the cost department lacks the spark
required to convert cost information into useful
managerial information.
Adopting an Approach to Fit Your Needs
Operating a cost department would vary with
type of industry, type of cost system, responsibility assumed, and structure of organization, etc.
Given the wide range of divergent operating conditions, you are encouraged to expand your check
list as appropriate. If you use this approach, I suggest you structure your review by sequentially reviewing management's expectations, then the balance of efforts and finally departmental efforts in
management accounting. Such an approach
should ensure the review process focuses on broad
expectations without being overwhelmed with
evaluation of detail.
❑
'"Definition of Management Accounting;' Statement No. IA on Management Accounting, March 19, 1981, NAA, 919 Third Ave., New York, N.Y. 10022.

NAA Members Can Subscribe to British Journal
Under a reciprocal agreement with the Institute of Cost and Management
Accountants of Great Britain, the National Association of Accountants is
providing an opportunity for members to subscribe to the British publication, Management Accounting. The ICMA is offering a special rate subscription to this magazine to its members as part of the agreement between
the two organizations. If you are interested in subscribing to the British
journal at a special rate of $30 per year for 11 issues, please forward a
check in that amount to Colin C. Campbell, NAA, 919 Third Ave., New
York, N.Y. 10022. The check should be made payable to the National
Association of Accountants.
❑
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What Causes Stress for
Management Accountants?
Jobs that are not stimulating or rewarding
seem to be a major cau se of stress.
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By Robert H. Strawser, J. Patrick Kelly and
Richard T. Hise

whether any were significantly related to job stress
for management accountants. The variables were:

While the literature regarding stress in the accounting profession has called attention to the
phenomenon of stress and its undesirable consequences, data indicating the level and causes of
stress actually existing in the management accounting profession generally are lacking'. If
stress is indeed a serious and pervasive problem,
then factors related to job tension must be identified and dealt with. Particularly important is the
need to isolate those factors concerning the job
that affect the stress level of management accountants. Then companies can begin to undertake programs to reduce the level of job stress and its consequences.
We conducted a study of job stress involving
138 management accountants from a random
sample of accountants working in industry drawn
from the membership directory of the American
Institute of CPAs. As a result of this study we can
draw conclusions about the level of job stress reported by the management accountants, personal
factors associated with job stress, job factors that
are associated with job stress, and what companies
can do to help their management accountants
cope with job stress.

Age, Educational level, Annual income, Sex,
Marital status, Number of children, Title of
position, Management level, Number of subordinates, Number of years' experience in accounting, Number of years' experience in
current position, Number of others reporting
to same superior, Percentage of time spent in
travel, and Number of hours worked last
week.

How Much Job Stress Are Management
Accountants Experiencing? ,
In the survey, we queried the respondents on 15
personal and job - related variables to determine
0025- 1690/82/6309 - 0204/$01.00/0

Only two of these factors were associated with
high levels of job stress. Older management accountants tended to report higher levels of job
stress than did their younger colleagues. More
stress was found for individuals holding higher level positions than' those in lower -level positions.
Surprisingly, two factors that intuitively might be
expected to be related to job stress — percentage of
time spent in travel and number of hours
worked — proved to be unimportant.
In responding to 15 items measuring job stress
in the survey instrument,2 individuals selected one
of five positions for each item indicating the extent
to which they believed the factor was prevalent in
their jobs. Values of 1 through 5 were assigned to
these positions, with 5 indicating "nearly all the
time," 4 indicating "rather often," 3 representing
"sometimes," 2 meaning "rarely," and 1 indicating "never." Mean averages were then computed
for each of the 15 items and an overall mean averCopyright ©1982 by the National Association of Accountants

age was calculated for all 15 statements taken together. The higher the amount indicated, the
greater the level of stress reported by the management accountants. See Figure 1.
An analysis of the results shows that each of the
mean averages for the individual stress items, and
the mean average for all of the items combined,
have a value which falls between 3.00 and 4.00.
This fact indicates the presence of a level of stress
falling between the "sometimes" and "rather often" perceptions, a level of job stress which should
be of concern to both these individuals and their
employers. While the level of stress reported does
not appear to be excessively high, nevertheless it is
above what is generally considered to be comfortable or acceptable for professionals.
Which Factors Are Associated with Job Stress?
The job stress factors associated with the highest mean average scores (Figure 1) provide an
indication as to the causes of job stress. Further,
when coupled with the additional information
provided by the management accountants, these
data allow us to be even more definitive regarding
the probable determinants of job stress for the
management accounting profession.
We grouped the survey items into three categories: role conflict, role clarity and job satisfaction

quantity of information required to function effectively in their positions. Five aspects of role clarity
were found to be related to high degrees of job
stress for management accountants: not having information concerning their limits of authority;
what to do in the job; how to do the job; and

Table 1
Factors Associated With Job Stress
Role conflict
1. Performing tasks that are too easy or boring.
2. Not receiving assignments within my training and capabilities.
3. Working on unnecessary things.
4. Receiving incompatible requests from two or more people.
5. Performing work that does not suit my values.
Role clarity
1. Ambivalent information about limits of authority.
2. Incomplete information about what to do on the job.
3. Sketchy information about how to do my job.
4. Little information about policies, rules, procedures, and regulations of both
company and department.
Job satisfaction
1. No opportunity to grow and use a wide range of my skills.
2. Very little or no opportunity for future advancement.
3. Not having a job that is challenging
4. Not being able to utilize my full range of educational training and previous
work experience.

Figure 1
How Often Do You Experience Stress as a Result of:

(Table 1). Role conflict refers to those situations
when a discrepancy is expected in the behavior of
an individual on the job. Role conflict may result,
for example, when supervisors who have power or
authority over individuals emit conflicting pressures, or it may arise when individuals are asked
to perform on the job in a manner that is in conflict with their own internal value systems.
The five dimensions of role conflict in Table 1
were found to be associated with high levels of job
stress. In addition, items No. 5 (thinking that
they'll not be able to satisfy the conflicting clemands of various people) and No. 14 (feeling
they have to do things on the job against their
better judgment) in Figure 1 are also role conflict
factors, and showed high mean average stress scores.
Role clarity deals with the extent to which job
holders receive both the necessary quality and
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1. Feeling that you have too little authority to
carry out the responsibilities assigned to you?
2. Being unclear on just what the scope and
responsibilities of your job are?
3. Not knowing what opportunities for advancement or promotion exist for you?
4. Feeling that you have too heavy a work load,
one that you can't possibly finish during an
ordinary work day?
5. Thinking that you'll not be able to satisfy
the conflicting demands of various people
over you?
6. Feeling that you're not fully qualified to
handle your job?
7. Not knowing what your superior thinks of
you, and how he evaluates your performance?
8. The fact that you can't get irformation
needed to carry out your job?
9. Having to decide things that affect the
lives of individuals, people that you know?
10. Feeling that you may not be liked and
accepted by the people you work with?
11. Feeling unable to influence your immediate
superior's decisions and actions that affect you?
12. Not knowing just what the people you work
with expect of you?
13. Thinking that the amount of work you have to
do may interfere with how well it gets done?
14. Feeling that you have to do things on the job
that are against your better judgment?
15. Feeling that your job tends to interfere with
your family life?
All 15 Items
Key: 1 = never 2 = rarely 3 = sometimes
Answers are a mean average.

4 = rather often

1

1

3

4

S

342
3.59
MI.46

3. 7

57
1.7
,49

3
Ci.55
3.25
3.7
3.53
3.6
3125
3.7
40

P.501
5 = nearly all the time
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policies, rules, procedures, and regulations of the
company and the department. In addition, two
job stress factors with high reported mean averages point to information deficiencies: not being
able to obtain the information needed to carry out
the job and being unclear as to the scope and responsibilities of the job.
All of the job satisfaction components in Table
1 that were associated with high levels of job
stress appear to share a common theme. The management accountants do not seem to feel that their
jobs are always stimulating and intrinsically rewarding, The respondents cite not being able to
use their skills, the lack of opportunity for advancement, not having a challenging job, and not
being able to use their educational training and

previous work experiences as problems. In addition, three of the role conflict factors essentially
address the same concerns. These factors include
having to perform easy or boring tasks, not receiving tasks that are within their training and capabilities, and working on unnecessary tasks. Item 6
in Figure I also reflects this same attitude because
the very low mean average score (indicating low
job stress) reported for feeling not fully qualified
to handle their job suggests that the management
accountants believe they are over - qualified for certain aspects of their jobs.
What Can Companies Do to Reduce Stress?
While the level of job stress reported by the
management accountants is probably not cause
for alarm in and of itself, a sufficiently high level
of stress appears to be present to warrant concern
on the part of both the accountants and their employers. The potentially deleterious effects of high
and prolonged job stress — especially for the individuals concerned, but also for their employers —
suggests that these findings should not be ignored.
Rather, at a minimum, they should serve as a catalyst for additional analysis in the future.
Five clusters of factors related to job stress for
management accountants clearly emerged in this
34

study. These include role conflict, lack of role
clarity, the perceived unchallenging nature of
work, age, and higher level positions in the organization. The role conflict variable points to the
potential for management accountants to be subjected to conflicting demands, or to job tasks at
variance with their internal value systems. The
role clarity finding points to the lack of information as a frequent cause of job stress.
The finding involving the respondents' perceptions of the nature of their work appears to be
very important. Employers and supervisory personnel should not be surprised to find job stress
present within individuals when these people find
their work to be neither sufficiently challenging
nor rewarding, when accountants feel that their
previous training, education and experience are
not being fully utilized, and when they do not see
how their present work will prepare them for advancement and increased responsibility.
The associations between level of position and
age and job stress have significant implications for
the promotion criteria of companies wishing to
advance management accountants into positions
of greater responsibility.
A very significant common theme running
throughout all of the primary factors apparently
associated with high job stress —and a fortunate
one indeed —is the fact that these are variables
which may be controlled.That is, management is
in a position to alter the level of stress and its
consequences.
Management should initiate internal programs
to assess and monitor the level of job stress experienced by management accountants. These efforts
should attempt to determine how long the stress
appears to have existed because intensity and duration are two major components of stress that are
important in causing the undesirable consequences indicated earlier. Company industrial
psychologists will obviously play a lead role here,
but supervisors and colleagues also can be of assistance by noticing whether management accountants are demonstrating any of the consequences of high and prolonged job stress.
Efforts should be directed toward determining
those factors which appear to be associated with
job stress. Assuming that the same five clusters of
factors that were identified in this study occur, we
make the following recommendations:
1. Determine the causes of role conflict and eliminate them whenever it is possible and practical
to do so. Obvious candidates include superiors
making conflicting demands on management
accountants, directives counter to company
policies, and so on. Under no circumstances
would we recommend that an individual regularly report to two or more superiors.
2. Make certain that management accountants
MANAGEMENT ACCOUNTING/ MARCH 1982

are receiving the type and level of information
that they require. This study suggests that a
primary concern is with the lack of information delineating what job responsibilities are
and how jobs should be carried out. These
problems may be cleared up by closer interactions with the immediate superior or, better
yet, by institution of an MBO system (Management By Objectives), because MBO stresses
the development of job goals and strategies for
achieving goals by mutual consent of superior
and subordinate.
Top executives need to undertake an honest
appraisal of the nature of work responsibilities
of their management accountants. Are these
individuals actually functioning as management accountants, with the power to at least
provide significant inputs and recommendations, or are they functioning in a lesser role? If
the latter situation appears to be the case, a
program for expanding responsibilities appears
to be advisable. An additional concern is
whether the management accounting position
is one that is promotable, or is it essentially a
dead -end position? If it is upwardly mobile,
this fact must be communicated to the company's management accountants, along with a
clear understanding of the career potentials
available. If it is not promotable, perhaps management can reshape the management accounting position to make it more so.
4. Because higher -level management accounting
positions appear to contain more stress than do
lower echelon slots, management must exercise
care in selecting the individuals who fill these
openings. A major requirement is to choose individuals who apparently are able to cope effec-

tively with job - induced stress. In this regard,
our data suggest that younger accountants may
be better able to cope.
These recommendations focus on what companies can do to reduce job stress for management
accountants. Individuals, however, also can do

much to help themselves handle job stress effectively. They can handle stress better by attempting
to relax, establishing flexible game plans, facing
problems head -on, adjusting diet, exercising,
avoiding tobacco and alcohol, varying routines,
and finding satisfaction in pursuits outside work.
Through the joint efforts of companies and individuals, management accountants will be better
able to function more effectively in a meaningful
and challenging work environment.
'James F. Gaertner and John A. Ruhe, -'Job - Related Stress in Public Accounting;'
Journal ofAcrountancy.June 1981, pp. 68.74.
= This instrument was presented in Thomas Lyons "Role Conflict, Need for Clarity, Satisfaction, Tension and Withdrawal," Organizational Behavior and Human
Performance. Vol. 6. January 1971, pp. 99.110. Lyons selected these items from a
longer list found in Robert L. Kahn. et al.. Organizational Stress: Studies in Role
Conflict and Ambiguity, John Wiley and Sons, Inc.. New York. 1964.

& Reprints

Backissues
MANAGEMENT ACCOUNTING
BACK ISSUESIBULK ORDERS`

MANAGEMENT ACCOUNTING
REPRINTS OF ARTICLES'

1 -5

100 Copies

Subject to availability

►I

Please state author, title, month and year published, and quantity
desired, Check or money order must accompany order. Completed
orders will be shipped U.P.S. or parcel post within three weeks.
On orders of $20.00 or less, please add 10% for handling and shipping;
on orders more than $21.00, please add 5 %.

MANAGEMENT ACCOUNTING /MARCH 1982

$

50.00
30.00
$150.00
25.00
$200.00
20.00
$

Add'I 100's up to 500
500 Copies
Addl 100's up to 1000
1 ,000 Copies
Add] 100's

$

4.00 Each Copy
3.50 Each Copy
3.25 Each Copy
3.00 Each Copy
2.50 Each Copy

$

6 -25
26 -50
51 -99
100 or more

$
$
$
$
$

Reprints will be furnished only
in the multiple copies shown

send to

Reprint Department
MANAGEMENT ACCOUNTING
919 Third Avenue, New York, N.Y. 10022

35

$11'1C@

for a

)u work hard
ing

why not

work

the

Sample Sunbelt Opportunities:
Controller. Diversified real estate organization
seeks an experienced professional to nead up
15 dCC011nling tlepdWm8nI Theposition
includes a wide ra 8 of tluhes and the
,CcoUWhnq is complex and sophisticated

Strong interface with other members of
management team and a CPA required
Intam5eI Audit Manage. Rapidly growing
service firm seeks a professional to assume
heavy responsibilities in recently established
department Willronduct operational and
financial reviews with probabhry of last-track

Cost Accounted. Well-known manufacturing
and retail sales organization has created a
new posillon at Ws corporate headquarters
Initially the individual will work in the cost area
and then make a planned move to budget and
other areas in 1983 Two to tour years
standard cost experience required
To $28.000
Tax Senior. Growing organization seeks a
professional to supervise several staff
accountants Exposure should include

pe t r o l e um t ax a t io n . i n te r n at i o na l t a x at i o n o r

area
two plus
CPA.
years
MBAofpreferred.
public accounting
To $30.000
in the

promotion to corporate management CPA or

CIA preferred To $33,000
Tax Research Specialist. Multi-billion dollar
integrated energy Company offers the
opportunity to escape the rigors of corporate
lax compliance and perform the more
interesting facets of taxation— research and
planning CPA preferred To $45.000

W

Controller. Growth him seeks an individual
capable of becomeng a key member of its
management Team Will be involved in all
financial aspects of company as well as many
operational functions and work closely with the
President and other key stockholders . CPA
preferred T o $35.000.
Acquisition Specialist—Oil and Gas. Highly
regarded corporation provides opportunity to
enter into acquisition analysis using

Corporate Controller. Highly profitable ano
rapidly growing suburoan energy concern is
s e e ki n g a f in a n c i a l e x e c u t i v e t o a s s u me t h e

role of Corporate Controller Responsibilities
will include full accounting and financial
f o r t h is $ t bi l li o n c on c er n

Financial Analysis—Major Manufacturing
Expansion. Well -known firm is expanding
rapidly and seeks persons having early

a d v a n c e me n t p o t e n t i a l t o ma n a g e me n t T h r e e
or mo r e y e ar s o f f i n an c i a l an a ly s t s o r

credo

Tb $70.000.

related experience required
To $35.000

EDP Auditor— Planned Path to
Management. Fortune 500 diversified energy
concernseeks a professional with three years

Audit Senlors /Supervisors. Big 8 CPA form
seeks individuals with Two to lour years of
diversified audit experience to manage Held

report,

gg

EDP audit experience to join its corporate
audit group. Will be involved in EDP auditing
and systems design. Preplanned track to
management within two years To $35.000

Assistant Controller — Controller Training.

Growth organization seeks an individual with
controllership potential for its headquarters m
a highly desirable suburb Will initially assume
full accounting responsibilities Minimum two

years public accounting (preferaoly Big 81 and
two years private experience required
To $33.000

activities on client"agermenls F irmotters

rapid advancement opportunities with a higghh
degree of visibility CPApreferred. To$35.000
Assistant Division Controller —Oil & Gear

E nergy fine seeks a professional with crude oil
purchasing and refining experience for its
expanding management team Posmon open
due top rnohon of prior Assistant Division

Comrolter into operations To $40 000

Senior Accountant — Public Accounting.
Major local CPA firm seeks a professional to
assume in- Charge resporisibifihes A vanety of
interesting assignments including [hose
involved in oil and gas and the service

s o p h i s ti c a t e d t e c h ni q u e s i n c l u di n g e c o n o mi c

mr l u s i n e s a v a i l a b l e CPA pr e f er r e d

models T o $35.000

To 530 000

-

-

NI

Excliting new
1

It you're tired of snow,ic e an dW
escalating living costs. take adve
of the challenging opportunities now
available in the Sunhelt. Ruco_ id
industrial growth in that area hag
created unparalleled demand f
accounting professionals at all
In addition to challenging opportunity,
the Sunbelt offers you:

• Outstanding cultural and educational
facilities
• Inviting outdoor recreation enhanced by
over 4.000 miles of ocean shoreline,
hundreds of fresh -water lakes and even
an access to some of the best skiing anc
winter sports areas in the Country,

If you would like more Information about
these opportunities or others, call
Jim Fowlkes, CPA, at Source Finance
1- 840 -821 -7700 X 330 (Missouri residents,
please call: 1- 800 - 892 -7855 X 330).
Call tall -free, day or night. As soon as we hear
from you, we'll get back to you with information
about these opportunities. Then, if you'd like to
explore any of them in more detail. we'll make all
arrangements in strict confidence, with no
obligation to you whatsoever.
If unable to call, write:
Jim Fowlkes, CPA
Sunbelt Region Headquarters

Carolina), the South (Tennessee,
Mississippi, Alabama. Arkansas.,
Louisiana) and the Southwe
QkWma. Now Mexico)

$225000=$509000+

Au d " supervisors— International Travel.
Fortune 50o diversified manufacturing
concern seeks several public accounting
professionals to pin its corporate audit stall
Selected proleswanals wit train. recruit and
supervise a staff of ex• &g 8 Auditors Position
offers domestic and international travel to
desirable locations Promotion within two
years to financial management To $33.000
Tax ACCountafd— Fortuna 500. Progressive
tax department of a ?rowing organization
$000 a profess*na for assignments in
research and compliance Big 8 exposure
preferred To $25.0W
Cost Analyst — F ortuna $00. Subsidiary of a
Fortune 500 company seeks an individual to
act as Cost ACCOUnIanl Cost analyst
experience In a manufacturing environment
required. To 522.000
Auditors— Heslth Can. Southeastern Big 8
CPA firm seeks Auditors who desire the
grolessional challenge of the rapidly growing
health care held Will be responsible tar the
planning and SUpaNisbn of audits throughout
the Southeast. To $35.000

Con sultan t. Big 8 CPA firm is seeking a
professional to pin its management services
staff Will participate in a variety of consulting
engagements with speciatemphasis on
inventory control To $31.000
Controller. Suburban based manufacturing
firm seeks a CPA/MBA with Inree or more
years Controllership experience in a
manufacturingicosl environment to assume
full financial responsrbilry T o $32.000
Tax Sup erviso r —Sig 8. Big 8 firm seeks a
Tax Supervisor Excellent potential for
partnership in this medium sized office Client
concentration In banking and real estate. Will
consider combmalion public. IRS or industry.
To $30,000
Audit Senior— Growth F irm. Respected
CPA firm desires an Audit Senior to add to its
nghly talented staff Excellent path to
partnership in this small. rapidly growing hrm
Will be responsible tot major audit
engagements including of and gas. banking
real estate and service firs T o 532.000

Director of Internal Audit. Major energy
concern seeks an experienced Audit Manager
to direct its corporate financial and operational
auditing junction CPA required along with
eight years of oil and gas exposure in pudic
accounfing andior private industry Anractive
suburban location
To $50.000
Manager of Budgets and Cost Analysis.
Fortune 500 manufacturer seeks an individual
with strong budget and financial analysis
background to manage a growing staff
Miromal travel T o $32.000
Tax Manager. Leader in one of the nation s
leading growth industries seeks an individual
with at least four years experience in taxes
Exposure provided to all areas of taxes
including federal and slate To $35.000.
Senior Auditor — T ravel Abroad. Fortune
200 company seeks an individual with three
garsyears public accounting experience to perform
and special project audits Company
has operations in most foreign countries High
visibility To $24,000

Audit Supervisor —Early Partner Potential.
CPA firm seeks a professional with
partnership potential for its Audi] Department
Requires good technical knowledge and ability
to run several lobs simultaneously
To 536 000
Co st Analyst —Rural Living. Subsoary of a
ma or corporation is seeking an individual for
its lacility in a small community Strong
experience in standard arks process cost
required T o $25.000
Staff A ccounta nt—EDP Intar face. Fortune
500 firm Seeks an Accountant with at least one
year of experience to interact with the EDP
department an month end closings and
speualprojects Position provides exposure to
the entire corporate accounting system and
high msibihty To $27.000
Tax W
r —CPA Firm, Prestigious
nahonat CPA tirm has an opening for a Tax
Supervisor or Manager for near term
partnership opponuntty CPA and MBA or J.D
preferred T o $44.000

Management Accounting
Needs a Data Base
A comprehensive, expandable, and ongoing data base cou ld reveal
if "best practice" is actually followed and if not, why not.

By Timothy G. Sutton
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Why do some companies use direct costing while
others use absorption costing for internal accounting purposes? Why do some firms allocate corporate expenses to divisions for purposes of divisional performance measurement, while others do
not? To what extent do organizations outside the
manufacturing sector employ standard costing
techniques?
Those of us who teach cost accounting usually
find questions such as these difficult to answer.
Much of the popular literature in this field is descriptive. We learn what the advantages (and disadvantages) of direct costing are as compared
with absorption costing, for instance. Occasionally textbook authors make normative statements.
We are told what the features of a "good" budgeting system are and how standards should be set.
Nor is academic research helpful here. There are
many learned articles on methods of cost allocation, on algorithms for investigating variances or
on how uncertainty can be incorporated into cost volume -profit analysis, but the authors' work
sheds little light on what internal accounting practices organizations actually employ. Our knowledge of when and why firms adopt these practices
is even more limited. In sum, we seem to have
I would like to acknowledge the helpful comments
of Professors David Larcker and Bruce Johnson of
Northwestern University.
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neglected what in economics is described (felicitously) as a "positive" approach to our discipline.
Surveys of Management Accounting Practice
It would be wrong to overstate my case. Clearly, information about companies' management accounting practices is collected. The National Association of Accountants regularly sponsors and
publishes research reports, in which corporate
practice in a particular area of interest to management accountants (e.g., transfer pricing, standard
costing and variance analysis, leasing) is surveyed. In addition, surveys have been carried out
by academics both in the United States and
abroad, for example, of the capital budgeting techniques (Carsberg and Hope 1976; Schall, Sundem
and Geijsbeek 1978) and the divisional performance measures (Reece and Cool 1978) used by
companies.'
There are two major problems with the surveys
of management accounting practices that have
been undertaken to date. First, the data have been
collected at one time. No provision has been made
to ask the same questions of the same companies
at a later date. Thus we have no way of observing
(and finding explanations for) changes in corporate practices over time. Second, the data are collected in such a way that testing of hypotheses is
often difficult, if not impossible. It is not enough
simply to tabulate what transfer pricing methods
or cost allocation procedures companies use.
More interesting, in my view, would be to discovCopyright0l982 by the Natio nal Ass ociatio n o f Accountants

er why companies use different transfer pricing
methods and cost allocation procedures. Often we
lack detailed information about the characteristics
of the companies surveyed (e.g., company size,
industry, location, production process) in order to
test theories of corporate behavior.
Benefits of a Data Base
The deficiencies in our current data - gathering
efforts could be in large part remedied (and our
understanding of management decisions in this
area vastly improved) if a data base of cost accounting practices were established. The key features of such a data base are that it should be (a)
comprehensive, (b) expandable and (c) ongoing.
It needs to be comprehensive so that relationships
between the parts, e.g., the type of costing system
used and the frequency of internal reporting, can
be observed. It needs to be expandable so that coverage can be extended to other types of organisation (e.g., municipal authorities) as well as to other aspects of management accounting within the
organization. It needs to be ongoing so that time series as well as cross - sectional studies can be performed.
A data base which meets the above criteria
promises us two major benefits. First, we would
learn to what extent "best practice," as expounded by textbook writers, teachers and other "experts," has been adopted. More important, if such
good advice has not been followed, we can learn
the reason why. Two examples may serve to illustrate the last point. Recent surveys of capital budgeting methods reveal the widespread use of the
payback method, despite its known weakness as
an indicator of the estimated profitability of an
investment.2 Because it is commonly used in conjunction with discounting methods, we can infer
that it is often used as a measure of the riskiness of
a project. Again, companies appear to favor ROI
as the criterion of divisional performance, despite
the classroom popularity of RI (residual income)
as an index of a division's success. Reece and Cool
found that top management appears to be aware
of the pitfalls of the ROI measure and tries to
circumvent them.' For example, they avoid automatically taking achieved ROI in one period as
the target ratio for that division in the next.
Learning whether or not the results of normative research in management accounting have
found widespread acceptance could be salutary in
another way. It might redirect research in this
field. In a survey of the application of quantitative
models in managerial accounting, Kaplan voiced
concern over the seeming lack of impact of this
research on practice and called for "evidence that
these quantitative models do have a favorable benefit -cost ratio in practice."' A data base might assist here. At the very least, it would reveal if and
where quantitative models had been adopted. It
MANAGEMENT ACCOUNTING /MARCH 1982

also might suggest where the returns from their
introduction would be greatest (owing to the cost
structure of the product, the production process,
prior experimentation with such models, etc.).
The second benefit, itself an extension of the
first, is the increase in understanding we would all
gain of why organizations adopt certain internal
accounting practices and why they change them.
For example, we could learn to what extent management choice is dictated by economic factors.
Some questions come immediately to mind. Is
there a positive association between the degree of
competition a company faces and the frequency
with which it monitors operating costs? We have
some evidence on a related issue. Khandwalla5
found that it was the degree of product rather
than price competition, as perceived by managers,
that appeared to be highly correlated with the use
of sophisticated cost controls. The explanation he
offered was that companies experiencing severe
product competition chose a decentralized (and
therefore more flexible) organizational structure
which demanded the use of such controls. It may
well be that companies in highly price- competitive
industries use simple cost control methods that
are cheap to administer but permit frequent monitoring.
Another question, related to the above, would
require gathering data over time, a major strength
of a permanent data base. Do we observe a change
of emphasis in performance reports in response to
a change in relative input prices? To put this question another way: as a certain input becomes more
costly in real terms, do companies set smaller cost
tolerances for that input and /or monitor its cost
more often? Perhaps such a change in cost control
is short-term, because, if the change in relative
prices were believed permanent, management
would presumably alter the production process
and the input mix. It would have been interesting
to have observed the adjustments companies made
in their cost reporting systems after the very large
increase in the real cost of energy in the 1970s.
We could use the data base to test hypotheses
derived from economic theory. For example,
Zimmerman', following Williamson', argues that
allocation of head office costs to divisions is akin
to an internal tax imposed by HQ on divisions.
Faced with such a lump -sum tax, divisional managers have less opportunity (because of lower divisional profits) to pursue divisional rather than
corporate goals. Zimmerman suggests that cost allocations may be more widely used when divisions
are geographically dispersed because the alternative organizational control mechanism, namely direct monitoring of divisions, is then more costly.
We could also use the data base to replicate
previous empirical work. Consider the following
question. Which companies are more likely to
adopt direct costing (in the absence of any exter-
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nal constraints such as FASB rulings)?
Langholm' conducted a survey of Norwegian
companies in the early 1960s and found that fixed
costs formed a larger proportion of total costs in
firms using direct costing than in firms that followed absorption costing principles. Langholm
provides a simple but persuasive explanation. For
product costing purposes, the benefits (in the
form of increased information) from switching
from full to variable costing decline, the smaller
the difference between a product's full and variable cost. It would be interesting to test this hypothesis in a U.S, context, where, because of ARB
No. 43, Chapter 4, "Inventory Pricing," there are
costs (albeit small ?) to using direct costing for
internal storekeeping purposes.
The examples I have used to illustrate the potential of a data base assume that economic factors determine the choice of management accounting practice. But other factors play a part.
The costing methods used by other firms in the
industry, the recommendations of the company's
auditors and of consulting firms, the organizational structure of the firm are among the forces responsible for the differences in internal accounting
systems. Here again, the data base would allow us
to test hypotheses about the relative influence of
economic and other factors on management's
choice of information systems.
Data Bases in Other Fields of Inquiry
The potential impact of such a data base on our
knowledge of management behavior in this area
should not be underestimated. We only need look
at other disciplines to see how important the existence of a data base has been to their development, not only in testing existing hypotheses but
also in formulating new ones. Let me cite two cases, one in the natural sciences, the other in a field
much "closer to home."
Most people are aware of Newton's contribution to our understanding of the universe. In the
scientific community, it is also acknowledged that
the origins of his law of universal gravitation can
be traced to the work of Kepler, the 17th Century
German astronomer. But, as Koestler points out,
Kepler's laws were more the outcome of inductive
than deductive reasoning.' Kepler was fortunate
in gaining access to the best astronomical data
base in Europe at that time, namely the detailed
planetary observations compiled by the Danish astronomer Tycho de Brahe and his assistants in the
last two decades of the 16th Century. Interestingly, Tycho's data corroborated neither his own theory of the universe nor Kepler's original theory.
In fact, Kepler arrived at his first law (the elliptical orbits of planets) apparently in a circuitous
(what Koestler calls a somnambulatory) way, as
a result of a difference, between the observed position of Mars and his prediction, "amounting to
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eight minutes of arc ... , a very small amount
(which) before Tycho . . . would have been
undetectable. " "
A less spectacular example of the contribution
that a data base can make to our understanding of
phenomena is to be found in finance. Although
the weak form of the efficient market hypothesis
(which states that changes in stock prices are random and knowledge of past price movements provides no information about the size and direction
of future price changes) was proposed and tested
before the construction of a major share price data
base, extensive testing of the hypothesis, both in its
weak and semi - strong forms, only became economically feasible with the creation of the Compustat and University of Chicago CRSP tapes.
Consider one of the major implications of the
semi - strong form of the hypothesis, namely that it
is not possible to identify over- or under - valued
stocks using publicly available information (for
example, published financial accounts) alone.
Since, together, Compustat and CRSP tapes contain financial statements as well as security price
data, testing of this version of the E.M.H. is clearly less time - consuming, given the easy access to
both data sets. Lorie and Hamilton make a bolder
claim. They rate "the development of high -speed
computers and the large files of financial information in machine- readable form, "" along with
Markowitz's work in portfolio theory and the development of the E.M.H., as the three factors
most responsible for the advance in our knowledge about the stock market since the early 1950s.
The accountant in me tells me we should expect
less from a management accounting data base.
Certainly we should not hope for quick results.
Development of such a data base is a long -term
venture. It will require, for its success, much careful thought —in the selection ofcompanies in the
initial sample, in the devising of the questionnaire,
in the use of other data sources (e.g., interviews),
and in the construction of easily accessible data
files. Above all, its prospects depend in large part
on the cooperation and assistance of accountants,
not only in the companies sampled but also at
large, in suggesting testable hypotheses, in framing questions and in interpreting results.
B. Carsberg, and A. Hope, Business Investment Decisions Under Inflation.
ICAEW, London, 1976; J.S. Reece, and W.R. Cool, "Measuring Investment Center
Performance," Harvard Business Review. May -June 1978,
"L.D. Schall, G.L. Sundem and W.R Geijsbeek, "Survey and Analysis of Capital
Budgeting Methods:' Journal of Finance, March 1978.
'Reece and Cowl, op. cit.
R.S. Kaplan, "Application of Quantitative Models in Managerial Accounting: A
Stateof the Art Survey ".,Management Accounting- -State of the Art. Beyer Lecture
Series, University of Wisconsin- Medisun. 1977.
"P.N. Khandwalla, "The Effect of Different Types of Competition on the Use of
Management Controls," Journal of Accounting Research, Autumn 1972.
61.L. Zimmerman. "The Costs and Benefits of Cost Allocations," The Accounting
Review, July 1979.
'O. Williamson. The EconomicsofDiscretionary Behavior: Managerial Objectivesin
a Theory ofthe Firm, Prentice -Hall, Inc., 1964.
"O. Langholm, "Cost Structure and Costing Method: An Empirical Study." Journal ofAccounting Research, Autumn 1965.
'A. Koestler, TheSleepwalkers. Macmillan, 1968.
10
C.C. Gillipsie, The Edge of Objectivity. Princeton, 1960. The emphasis is the
author's.
11J.M. Lorie, and M.T. Hamilton. TheStock Market: Theories and Evidence. Richard D. Irwin, Inc., 1971. Author supplied the emphasis.
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Measuring Divisional
Performance
for an Oil Company
The major differences between full cost and successful efforts—
the treatment of dry hole costs —must be eliminated
so that an analysis can be conducted on a comparable basis.

We propose to identify measures of performance
that can be used for the exploration, drilling, and
production divisions of an oil company. The recommended performance measures are based on
transfer pricing concepts as applied to sequentially- linked divisions in a multi -stage production
process with either ROI or residual income used
as the "bottom- line" performance measures.
We accept and base our recommendations on a
typical conceptualization of the management control process:
An effective performance measurement system is one that facilitates the management
control process by which managers assure
that resources are obtained and used effectively and efficiently in the accomplishment
of the organization's objectives.'
Accounting profits for the company and for the
division cannot by themselves accurately measure
such economic performance because of their many
0025 - 1690/82/6309- 0142/$01.00/0

limitations. Accounting profits are short-term
measures of past results; the most relevant profit
measure for economic evaluation is prospective
profits. Accounting profits are affected by the
business cycle, while prospective profits, useful for
economic analysis, are concerned with future
phases of the business cycle. In addition, capital
investments are depreciated according to accountconventions which do not reflect the current
value of assets. For any company in the petroleum
industry engaged in oil and gas exploration and/
or production, its mineral reserves will form the
basis for any prospective profits. Consequently,
measures of performance for, at least this sector
of, the petroleum industry must be based on the
current values of these reserves. Our recommended measures of performance, developed for a typical oil company with multiple divisions, are based
on the degree to which each division contributes
to overall profitability.
Performance evaluations of a corporation or its
segments may be made for several reasons: the
corporate manager needs to make decisions about
allocating corporate resources while the outside
investor must decide where to place an invest-
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ment. Performance measures based on profits are
used by both internal corporate managers and by
outside investors. Return on investment (ROI) is
one of the widely used tools which is based on the
relationship between the return (profits) and the
investment base. The typical formula is: ROI =
profits - investment base. Like any ratio, ROI is
very sensitive to changes in either the numerator
or denominator. It suffers a number of other deficiencies. However, in our opinion, if profits and
the investment base are calculated consistently
from one acco6nling period to another, ROI can
be a useful indicator of economic performance.
The typical oil company usually consists of several vertically integrated segments whose individual performance needs to be evaluated. The nature
of these functional divisions runs the gamut of the
oil and gas spectrum encompassing land acquisition, exploration (geological), drilling, production, transportation (pipelines, etc.), refining, and
marketing activities. For the purposes of discussion, we will analyze an oil and gas corporation
that includes a drilling rig division, an exploration
division made up of geologists and landmen, and a
production division responsible for the development of oil and gas reserves found. These segments will be viewed as profit centers and the divisional performance measures will be based on
revenues and costs of each divisioh.
The typical oil corporation is organized as a
vertical integration of functions; therefore, it is
important to define the responsibilities of each division. Before developing effective performance
measures, it is also necessary to quantify the output of each division to the extent that it contributes to overall profitability.
Determining Division Costs and Output
First of all, the exploration segment is made up
of landmen who acquire economic interests in oil
and gas properties and petroleum geologists who
are responsible for finding and evaluating prospective drilling sites or drilling areas. Their main
function is to discover oil and /or gas reserves at
the least possible expenditure of resources. This is
a highly specialized endeavor with capitalized
costs falling into one of two categories: leasehold
acquisition and geological and geophysical costs.
Leasehold acquisition costs primarily include bonuses paid to landowners for mineral rights, commissions to land brokers for locating available
property, delay rentals paid to landowners in lieu
of drilling to retain the mineral rights for that
land, and an allocated portion of the administrative expenses (salaries, office expenses, etc.) related to the land or leasehold acquisition.
Geological and geophysical expenditures encompass highly sophisticated techniques used in
searching for petroleum substances. These techniques include seismic data, electric logs, and cor-
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ing analyses, the services and expenses of the geologists and geophysicists, and an allocated portion
of the related general and administrative expenses.
The cost of "wildcat" wells are generally credited to the exploration division because the term
"wildcat" denotes a previously unexplored area.
Wildcat wells are considered to be the result of
exploration activity. Once oil is found, subsequent
wells in the same area are treated as development
wells and are viewed as the responsibility of the
production division. Any capitalized costs of exploration or production are usually segregated to
each cost center on the basis of deemed "prospects" or "areas of interest." These areas of interest are used to relate future expenditures with any
reserves encountered. These capitalized costs
would form the investment base upon which to
make any return -on- investment calculations.
In order to determine the contribution the exploration division makes to the overall profitability of the firm, one could calculate the net present
value of the discovered reserves. However, care
must be taken not to assign the entire value of
discoveries to the exploration division. One measure of expected revenue might be based on an
estimate of the recoverable reserves found multiplied by the expected future price (at the expected
extraction date) for that particular hydrocarbon.
This value must then be discounted over the estimated life of the reserves. Given the nature of hydrocarbons, which are a nonrenewable resource in
limited supply with an increasing demand, it is
only reasonable to assume future prices will be
greater than current prices. However, two factors
mitigate against using expected future prices. One
is that the net present values may be affected by
factors such as the variable rate of production or
by the existence of additional reserves recoverable
through secondary recovery methods. The other
factor is that future holding gains should not be
arbitrarily assigned to the exploration division.
The net present value of the "found" reserves
calculated on the basis of expected sales price
would thus overestimate their gross worth to the
company. Because the reserves are still in the
ground and must be extracted by the production
division, the exploration division can only, rightfully, be deemed to generate a portion of the total
net present value and this portion would be designated exploration revenue.
Transfer Pricing Problem
What we have here is a typical problem in
transfer pricing theory; that is, developing a
unique price for internal (sales) transfers. Transfer prices represent the connecting bond between
two business units and should adequately reflect
their contribution to overall corporate performance. They supply information for decision making in resource allocation and serve as a tool to
MANAGEMENT ACCOUNTING/ MARCH 1982

DD&A expense (Table 1).

(Gas)

$

8,400,000
$27,150,000

=

336,000 X $25.00
18,100,000 X 1.50

=

(Oil)

$

With these divisional unit revenue values, we
can compute the return on investment and net
earnings by segment from selected information
found in current annual reports. For the purpose
of our divisional evaluation, the only additional
information that would have to be shown would
be those reserves added and the depreciation, depletion, and amortization (DD&A) expense attributable to the production division. Our example
consists of data from Borandbit Co., a typical oil
company and includes a consolidated statement of
income (Table 1), schedule of costs incurred in
oil and gas producing activities presently required
by the SEC (Table 2), and a statement of proven
reserves somewhat similar to that proposed by
FASB Statement No. 19 (Table 3).
First, we shall determine divisional net earnings

$35,550,000

Exploration revenue
Less: Geological expense
Exploration D D& A

S 770,694
2,224.120

$32,555,186

Exploration net earnings

Therefore, the exploration division is credited
with its discoveries at the market value, in the
ground, of proven reserves. It is charged with the
current operating expenses of geological activities
and of depreciation, depletion, and amortization
related to exploration. Note that much of the exploration cost from Table 2 will be capitalized and
not charged against current earnings.
Table 2
Borandbit Co.
Costs Incurred in Oil
and Gas P ro ducing Activities

Borandbit Co.
Consolidated Statement of Income
Year ended
Dec. 31, 1980

Operating revenues:
Oil and gas sales
Drilling revenue
Other revenue

$38,946,119
3,672,916
539,600

Total revenues

$43,158,635

Operating expenses:
Production expenses
Drilling division expenses
(includes depreciation)
Geological expense
DD&A Iproductionl
DD&A )exploration)
G A

Year ended
Dec. 31. 1980
Property acquisition
Exploration
Development
Production
Depreciation, depletion, fy amortization

$

2,683,486

&

1,720,979
770,694
4,231,622
2,224,120
3,493,798

Total operating expenses

$15,124,699

Earnings before income taxes

$28,033,936

for the various business segments and, for the sake
of simplicity, will consider only the before -tax
earnings. Exploration net revenues will simply be
computed by multiplying the reserves attributed
to geological discovery (Table 3) by the exploration unit revenue value and netting this against
geological operating expenses and exploration

Production oil and gas revenues would be computed in two parts, that attributed to additional
reserves and the earnings generated from current
sales. For the sake of simplicity, we shall hold all
revenue values constant and, for our analysis, assume the sales volume is equal to the production
volume. The reserve revenues are the product of
the production revenue value and the reserve
quantities deemed as extensions and other additions (Table 3). Note that no division is credited
for revisions of previous estimates.
Production reserve revenue calculation:
(Oil)
(Gas)

41,000
1,466,000

x
x

$37.00 =
$ 2.00 =

Reserve revenues

Borandbit Co.
Proved Reserves Data -1980
Gas MCFI

Net proved reserves:
Beginning of year
Revision of previous estimates
Discoveries (geological)
Extension and other additions (production)
Production

3,708,000
510,000
336,000
41,000
(981,0001

117,272,000
1,192,000
18,100,000
1,466,000
I5,062,0001

End of year

3,614,000

132,968,000

$1,517,000
2,932,000
$4,449,000

The production revenues related to sales would
be total oil and gas sales (Table 1) less the product of sales volume (Table 3) at a value based on
current transfer prices.
Production sales revenue calculation:
Oil and gas sales
Less:
(Oil)
981,000 x $25.00 =
(Gas)
5,062,000 X S 1.50 =
Net sales revenues
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8,212,628
5,075,796
7,129,367
5,683,486
6,455,742

$32,557,019

Total costs incurred

Oil Ibbls)

$

Table 1

Table 3

2,994,814

$38,946,119

$24,525,000
7,593,000 32,118,000
$6,828,119
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The production net earnings would then be the
total of the reserve and production revenues less
production expenses and related DD &A (Table
1).
Production net earnings calculation:
Reserve revenues
Net sales revenues

$4,449,000
6,828,119

Less: production expense
Production DD&A

$2,683,486
4,231,622

6,915,108
$

Production net earnings

$11,277,119

4,362,011

Drilling net revenues would simply be the difference between drilling revenues and drilling expenses, which, as noted already, includes depreciation (Table 1).
Drilling revenue
Less: drilling expense

$3,672,916
1,720,979

Drilling division net earnings

$1,951,937

Calculating the individual division's ROI is a
simple matter ofdividing each division's net earnings by the respective investment base. For example:
Exploration net earnings = Exploration ROI
Property acquisition +
capitalized exploration costs
Production net earnings = Production ROI
Capitalized development costs
Drilling net revenues
Capitalized rig costs

— Drilling ROI

Profits — a More Useful Indicator
The development and illustration ofthe capitalized denominator values is beyond our scope here.
We must emphasize again the possible deficiencies
of ROI as a performance evaluation, Our major
objective was to show how profit measures may be
determined for each segment of an oil company.
Targets for each division can then be stated in
absolute dollars of profits and they need not be
converted to an ROI percentage.
Objectives may also be stated in terms ofresidual income where each division is charged a corporate rate for the assets employed and the risks tak-
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en. Residual income is particularly applicable to
an oil company where the risks of exploration
could result in a very high capital charge against
the exploration division. On the other hand, the
drilling division could be operated more as a service (cost) center and its capital charge would include a zero risk premium. Of course, the capital
charge must be a function of the organizational
structure of the company and of the risks and responsibilities assigned to each division. In other
words, the drilling division may be a risk - taking
division on its own accord and, in such cases, its
capital charge must be increased to reflect higher
risks.
The current format offinancial reporting for oil
and gas producers and the historical differences
(full cost and successful efforts) in the methods of
oil and gas accounting limit the use of these techniques by the outside investor. The major differences between full cost and successful efforts, specifically, the treatment of dry hole costs, must be
eliminated so that analysis can be done on a comparative basis.' These types of analyses are useful
primarily as an indicator of trends and not as an
indicator of absolute magnitudes. On the other
hand, the use of these analytical techniques by the
management accountant can be quite useful in establishing reliable performance measures. Only
minor changes in the accumulation of accounting
data are required. That is, the identification of reserves and DD &A attributable to the production
division and the collection of reserve, revenue,
and cost information for each cost center are the
only additional information required. Note also
that cost centers can be even more finely defined
according to prospects or areas ofinterest.
In summary, divisions of an oil company
should not be evaluated solely on the basis of
costs. A measure of performance based on profits
is a much more useful indicator of accomplishments. We have illustrated how the revenues and
costs may be calculated and used as an input for
any derived profit measure that management desires to use.
F-1

We
recommend the
market value of
the proven
reserves be
used as the
measure of
benefit of
exploration
activities.

' Alan R. Beckenstein. Leslie E. Grayson, Susan H. Overhold, Timothy Sutherland,
Performance Measurement of the Petroleum /ndusrry. Lexington Books, D.C. Heath
and Co., Lexington. Mass.. 1979.
' A. 1. Levorsen, Geology of Petroleum. W.H. Freeman and Co., San Francisco and
London, 1967, p. 482.
' Joel L. Reed, "Exploring for Information on Oil and Gas Companies," Financial
Analysis Journal, Nov.-Dec. 1979, pp. 4243.
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WHAT ARE WOMEN ACCOUNTANTS REALLY LIKE?
28/4

Table 1
The Primary Source Traits Covered by the 16 PF Test
Low Sten scor e I1 -3)
Desc r ipti on

Factor

High Sten snore 18 -10)
Desc r ipti on

A.

Reser ved, c r i ti c al, aloof , sti f f

Outgoi ng, easy - going, par ti ci pating

B.

Dull

Br i ght

C.

Af f ec ted b y f ee li n gs

Emo ti o na lly s tab le

D.

Hum ble , mi l d, ea si l y l ed

Asse r ti ve, ag gr e ssi ve, c o mpe ti t i ve

E.

Sober , tac i tur n, ser i ous

Happy -go- lucky, enth usi a sti c

F.

Expedi e nt, di s r egar ds r ules

Consc i enti ous, per si stent, morali sti c

G.

Shy , ti m i d

Ven tu r es om e, un i n hi b i t ed

H.

Tough- minded, self - reliant

Tender - mi nded, sensi ti ve

I.

Tr u sti ng, ac c ep ti n g c ond i ti ons

Suspicious, hard -to -fool

J.

Pr acti cal

I ma gi na ti ve

K.

For t hr i ght , u npr ete nti ous

Ast ut e,

L.

Self- assur ed, plac id, secur e

Appr ehensi ve, self - repr oac hi ng

M.

C onse r vati ve, r espec ti ng tr adi ti on

Exper i menti ng, li ber al

N.

Gr o up dep end ent , j oi n er

Self- suf fi c ient, r esour c ef ul

O.

Undi sci pli ned self - c onf li ct,

P.

Relaxed, tr an qui l

lax

polished

C on tr o lle d, exa c ti ng

will

po w e r

Tense , f r u str at ed, d r i ven

The Testing Method
The psychological testing instrument we selected for this study was the 16 Personality Factor
(16 PF) test. Developed by Dr. Raymond Cattel
in 1949, the 16 PF test measures 16 main "simple

from this traditional stereotype do exist, however.
Women accountants are not aloof and nervous beings; on the contrary, they are self - reliant, self confident, and, if not extremely extroverted, are at
least no more introverted than the average
woman.
The second conclusion focuses on the differences in traits exhibited by female industrial and public accountants. Even though they show similar
overall personality profiles, the two groups have
statistically significant differences on a number of
individual traits. Conceivably, different personality traits could result in the choice of different career paths within the profession, or the differences
in traits may be the result of selecting different
career options. Whether the personality of women
industrial accountants and public accountants are
the cause or the effect of their selection of different
career options is a question for future research.
Our study results also have led us to make an
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structure" personality traits. Its advantage is that
its design ensures that all behavior patterns or
traits that are universally known as descriptions of
personality are covered.' Thus, these 16 factors,
which have been identified through 30 years of
research, have been found to measure adult personality attributes comprehensively.$
The PF factor has been used extensively in the
development of personality profiles for occupations, cultures, and ethnic groups, in the evaluation of job applicants, and in predicting successful
attainment in a particular occupation. Because of
copyright laws, we cannot reproduce the 16 PF
questionnaire here, although a list of the 16 factors measured can be found in Table 1. Each behavior. trait is described in popular terms; so no
further explanations are necessary. The questionnaire items related to each personality trait are
graded, and each subject receives a raw score
which is converted into a sten (standard ten)
score by comparison with established norms. If a
person has a low sten score (1 -3), he or she exhibits behavior very much like the traits listed on the
left. If the score is mid -range (4 -7), he or she is in
the middle; 4 -5 a little to the left, and 6 -7, a little
to the right. If the respondent has a high sten
score (8 -10), he or she exhibits personality traits
more like those listed on the right.
❑
observation which could be important later: The
accounting profession, in the midst of an ever changing society, may itself be changing. Individuals who exhibit traits different' from the classic
accountant's stereotype may be entering the profession. Perhaps one day in the not -too- distant future the current image of the accountant no longer
will apply to members of our profession.
❑

' Elise G. Jancura, "Woman CPA: A Professional Profile," The Woman CPA, July
1974: and "Women in Accounting —A 1977 Profile;' The Woman CPA, April 1977.
, Bette M. Carleton, "The Status of Women in Accounting," MANAGEMENT AecourmnG, September 1973.
't
Note that the relative inexperience of sample participants may have an effect on
their certification.
4
R.B. Cattel, TabularSupplement Na 2 to the Sixteen Personality Factor Handbook, Institute for Personality and Ability Testing, Champaign, 111., 1972.
5
The pattern similarity coefficient is quantitatively similar to a correlation coefficient, ranging from +1.0 to —1.0. This statistic gives an immediate indication of
the degree of similarity between profiles. The significance of the pattern similarity
coefficient is determined by reference to a table listing the pattern similarity coeffi.
cient values necessary to rc*i the null hypothesis.
I
R.B. Cattel, Herbert W. Fber, and Maurice M. Tatsuoha, Handbooko /the Sixteen
Personality Factor Questionnaire (16 PF), Institute of Personality and Ability
Testing, Champaign, 111., 1969.
R- B. Cauel, Ibid.
" Mary Ann Hussong lay L. Sherman, and Gerald R. Ferris, 16 PF Research
Bibliography:1971 -1976. Institute for Personality and Ability Testing, (1977).
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Creative Cost Control in
Unemployment Compensation
Tax Management
a

Virtually any firm can realize significant tax savings if it takes
the time and effort to install UC tax control program.

By Ronald L. Adler

experience

actual

The opportunity to control and reduce payroll
costs is offered to every management accountant
who takes the time to become familiar with the
procedures required to achieve these savings.
In recent years many corporate accounting executives have taken the required time and, as a
result, have produced cost savings totalling millions of dollars annually for their firms. The area
of opportunity lies in unemployment compensation (UQ taxes and related payroll expenses.
UC taxes are unique in the U.S. tax system.
They are the only taxes which represent a variable
over which the company can exercise some control. The exact rate assigned to each employer is
based on the
in benefits paid to
former employees by the state unemployment
fund and charged to the employer's account. As a
rule, the more they have drawn in benefits, the
higher the employer's tax rate, and hence, the
more he contributes to the fund.
The foregoing analysis tends to oversimplify the
situation, but the principles involved in the levying and collecting of UC taxes are essentially: the
more your former employees collect in benefits.
which are charged to your account, the more you
will pay in taxes. The question naturally arises
0025-1690/82/6309-0254/$01.00/0

"What can I do to control the amount of benefits
charged to my firm's account to reduce its UC tax
liability ?" Note the emphasis on "benefits charged
to the employer's account." A former employee
may collect benefits, but those benefits may be
charged to a number of accounts —only one of
which is yours. Avoiding charges to your account,
but not necessarily denying a former employee
weekly benefits, is a key point in understanding
how the UC tax system works. Several answers
may be offered to the above question. Among the
most salient are:
Stabilize employment, where possible, through
intelligent manpower planning which includes
analysis of the impact of UC taxes on current
and future payroll.
Install and maintain a system of personnel administration which recognizes the costly effects
of separating an employee under terms which
will increase tax liability.
Install and maintain a system of auditing and
monitoring assignment of tax rates, tax payments, charges, benefits paid and other accounting aspects of ongoing UC cost control.
Establish a communications system which
maintains a high degree of awareness among
members of top, middle and line management
Copyright ©1982 by the National Association of Accountants
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of the opportunities constantly at hand to control or reduce this cost.
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State

Min.

Max.

New
employer

Alabama
Alaska

0.5
1.22

Arizona

0.1

Arkansas

0.7
0.7
0.0
1.5
1.6

4.0
4.86
2.9
6.1
4.0
4.5
6.0
6.5

2.7
variable
2.7
2.7
2.7
2.7
2.9
4.2

District of
Columbia

1.0

5.4

Rorkda

0.1

4.5

Georgia

M aine

0.06
0.6
0.7
0.6
2.7
0.0
0.05
0.7
0.10276
2.4

Maryland

0.1

Massachusetts

2.9

Michigan

1.0

M innesota

1.0

1VlIsssseipi

1.7
0.5

5.38
4.5
3.8
5.7
3.3
6.0
3.8
5.1
3.32108
5.0
5.0
6.7
9.0
7.5
4.0
4.9

4.0
2.7
2.7
4.5
2.7
2.7
2.7
1.8
variable
2.7
2.7
3.0
2.3
3.0
2.7
2.1
4.0
variable

California
Colorado
Connecticut

_

Delaware

Idaho

Illinois
Indiana

Iowa
Kansas
Kentucky
Louisiana

Missouri
Montana

1.7

Nebraska _

0.1

0.3

Nevada
New Hampshire

_ 0 . 01

New York

1.2
0.6
1.5

North Carolina

0.1

New Jersey

_

New M exico

0.3

Oklahoma

11
0.1

Oregon

2.0

Pennsylvania

South Dakota

2.5
2.8
1.3
0.6

Tennessee

0.75

Texas

0.1

Utah

1.1

Vermont

W. Virginia

1.7
0.8
3.0
2.5

Wisconsin

0.0

Wyoming

0.37

_

North Dakota

Ohio

Rhode Island
South Car o l in a _

Virginia
Washington

4.4
3.7
3.6
6.5
6.2
4.2
5.2
5.7
4.6
4.8
3.1
3.8'
6.5
6.0
41
6.1
4.4
4.0
2.7
6.0

as

3.0
8.5
7.4
3.07

_

Hawaii

_

Table 1 presents the UC taxes for the 50 states
and the District of Columbia as of January 1982.
These rates change periodically (invariably upward) but the table is sufficiently current to offer
the reader an accurate estimation of how much is
at stake in the process of controlling UC taxes.
By federal mandate, each state must impose
taxes on a minimum $6,000 wage base. Most
states use the federal minimum of $6,000 as the
base. Others have established higher bases -from
$6,300 in Pennsylvania to $13,330 in Alaska.
Each state determines the minimum and the
maximum tax rate for employers within its jurisdictions. We have constructed a 50 -state table by
multiplying the minimum and maximum tax rates
by the taxable wage bases. The figures are more
understandable when presented as minimum and
maximum taxes and potential savings for each
employee, rather than as percentages. (See Table
2).
If, for example, your firm is located in Connecticut and employs 250 personnel, the difference in
being taxed at the maximum rate ($360 per employee) and the minimum rate ($90 per employee) is $270 times 250 or $67,500 annually.
A New Jersey firm employing 800 could realize
annual savings of $410 per employee or $328,000,
while a large California firm employing 2,500
faces a difference of $495,000 between its minimum and maximum taxes.
We offer these figures to illustrate that UC taxes
no longer represent a "nuisance tax" or some trifling expense to employers, as they were widely
regarded for many years. UC taxes have risen rapidly and steadily over the last decade, making a
quantum leap during the years following the
1974 -75 recession, and continuing upward ever
since.
In actual practice, it is misleading to suggest
that an employer at the maximum rate could
somehow plunge to the minimum rate in a brief
span of time. Rather, the employer with a properly structured UC cost control program will move
systematically and incrementally, away from the
high end of the scale toward the lower.
Indeed, it has been repeatedly demonstrated,
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What's at Stake?

_

By federal
mandate, each
state must
impose taxes on
a minimum
$6, 000 wage
base•

This is an undertaking of some magnitude, and
an undertaking which normally cannot be accomplished in a few days or even weeks. It is however,
an undertaking which can yield any employer,
large or small, private or public sector, significant
cost savings year after year upon installation. As
such it represents an opportunity for management
accountants to make a real and lasting contribution to improving their company's profitability.

Table 1
1981 Schedule of Rates

3.7
2.7_ _
3.0
2.7
2.8
2.7
3.7
2.7
5.0
3.0
3.1
3.4
4.75
4.2
2.7
2.7
2.7
2.7
2.7
3.2
3.2
3.0
3.7
2.7
2.7

that virtually any company which takes the time
and effort to install an UC tax control program whether internally or externally managed -will
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realize measurable and significant tax savings.
Financial and Personnel Management:
A Tandem Approach
Two principal areas of corporate management
are involved in structuring an effective UC cost
control program — personnel administration and
financial administration. These two departments
must work closely together to design and implement the program.
Even if good financial controls are installed, but
personnel administration is deficient in maintaining concommitant control, the system will break
down. The company will incur unnecessary
liability, will pay unwarranted benefits to former
employees and will pay a higher tax rite than necessary. Conversely, sloppy auditing, reporting or
filing procedures on the financial management
side of the program can lead to similar loss of
control and consequently higher taxes.
The accounting executive can play a creative
and important role in designing and structuring
the financial management system necessary to
keep UC costs at a minimum, and he or she can
also assist personnel administrators in developing
an understanding of the steps required to keep the
program "in sync" with accounting systems.
Structuring the Personnel Administration
Program

proce-

policies

The primary objective ofthe personnel administration segment of the UC cost control program is
to stabilize employment. Turnover or layoff -andrecall creates situations where UC taxes surely
will not decline. While seasonal or cyclical changes in payroll simply cannot be avoided by some
employers, every employer can establish a personnel management program which keeps his UC tax
liability at or near the lowest level he can achieve.
The terms under which an employee is hired,
disciplined, discharged, laid off or quits voluntarily can determine his qualification for unemployment benefits, and further, whether these benefits
are chargeable to the employer's account.
The first steps in a properly structured personnel administration portion of an UC tax control
program begin with the preparation of a job application form which elicits certain information from
the job applicant and a company's
dures manual which sets forth all of the rules,
regulations and procedures to be followed during
the course of his employment. It is most desirable
for the employer to obtain a signed statement
from the employee to the effect that he has read,
understands and agrees to abide by the rules and
regulations set forth in the manual.
In addition, for firms employing sizable numbers of employees for whom English is a second
language, the manual might also be published in
the primary language of the employees, e.g., SpanMANAGEMENT ACCOUNTING /MARCH 1982

ish. Our case files contain an instance where an
employee successfully claimed he should not have
been discharged for cause because he couldn't
read signs posted only in English prohibiting certain actions.
We have encountered cases where, through the
absence of this simple clerical procedure, requiring a signature, former employees successfully argued they had never received a copy of company
rules, and the employer had no means of proving
that such rules had ever been issued to employees.
Each of the above items serves a specific purpose in protecting the employer's interests should
the employee leave his or her position. First, obtaining certain information on the applicant's job
history and status during periods of unemployment will give the employer significant information when selecting a candidate. For example, if
two equally qualified candidates are available, one
of whom is collecting benefits, it is often to your
advantage to hire the one who is now collecting. If
this employee must be terminated, it is possible
that resumption of unemployment benefits paid to
the employee will be charged to his previous employer —and not to your account.
In other cases, it may prove advantageous to
hire new employees who meet certain definitions
of high school "student" status. Depending upon
the state, the applicant's prior earnings and employment history, and other factors, employers
may be able to hire students and lay them off at
the end of a season without benefits being charged
to their account. But the employment history
must be obtained to determine this on a case -bycase basis.
At an employment interview, conditions of the
job, and subsequent changes in the conditions of
the job, must be clearly presented to the applicant.
He must consent in writing to these conditions.
Specifically, if overtime is a required part of the
job from time to time, it must be made clear to the
applicant during the interview. Ifreassignment to
a different shift is a condition of employment, the
applicant must agree to accept reassignments. If
weekend work, or occasional special project work
(annual inventory, for example) is required, he
must agree to perform it.
Activities not specifically related to his job, but
applicable generally to employment should be
spelled out in detail in a company's rules and regulations manual. This document serves as a statement of conditions of employment, through which
policies governing personal conduct, apparel
codes, smoking, eating, drinking, use of company
property, grievance procedures, absences and tardiness, vacations, leaves of absence and a variety
of other points can be set forth in writing so no
doubt exists as to their existence or their meaning.
Each of these items is an essential part of the personnel administration system. They lay the foun-

firms have
realized
thousands of
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result of a
thorough
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UC taxes.
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Table 2
50 -State Tax Rates as of January 1982

Oklahoma

7,500
6,000
6,000
13,100
13,200
7,000
6,000
8,700
6,000
6,000
6,000
6,000
6,000
6,000
6,000
8,000
6,000
6,600
8 000
6,000
9,300
6,000
8,200
8,500
6,000
6,000
9,240
6,000
6,000

Oregon

11,000

Pennsylvania

6,600
8,600
6,000
6,000
6,000
6,000
13,300
6,000
6,000
10,800
8,000
6,000
6,000

405.00
270.00
322.80
589.50
510.60
399.00
198.00
522.00
228.00
306.00
203.46
300.00
300.00
402.00
540.00
600.00
240.00
323.40
352.00
222.00
334.80
390.00
508.40
357.00
312.00
342.00
443.52
288.00
186.00
418.00
429.00
516.00
246.00
366.00
264.00
240.00
359.10
360.00
414.00
324.00
680.00
444.00
184.20

$

Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of
Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississip p i
Missouri
Montana _
_

1

Nebraska
Nevada
Now Hampshire
New Jersey
Now M exico
New York
North Carolina
North Dakota
Ohio

Rhode Island
South Carolina
South Dakota _
Tennessee
Texas
Utah
Vermont
Virginia
Washington

W.Virginia
Wisconsin
Wyoming

50

Difference

Weekly benefits amounts
Minimum
Maximum

33.00
178.12
6.00
48.30
42.00
0
90.00
105.60

$231.00
531.44
168.00
372.60
198.00
270.00
270.00
323.40

$15.00
34.00
25.00
15.00
30.00
25.00
15.00
20.00

75.00
6.00
3.60
78.60
92.40
42.00
16200
0
3.00
42.00
6.17
144.00
6.00
174.00
60.00
80.00
102.00
33.00
136.00
6.00
27.90
.60
98.40
51.00
90.00
6.00
27.72
66.00
6.00
220.00
165.00
240.80
78.00
36.00
45.00
6.00
146.30
102.00
48.00
324.00
200.00
0
22.20

330.00
264.00
319.20
510.90
409.20
357.00
36.00
522.00
225.00
264.00
197.29
156.00
294.00
228.00
480.00
520.00
138.00
290.40
216.00
216.00
306.90
389.40
410.00
306.00
222.00
336.00
415.80
222.00
180.00
198.00
264.00
275.20
168.00
330.00
219.00
234.00
212.60
258.00
366.00
0
480.00
444.00
162.00

14.00
10.00
27.00
5.00
16.00
45.00
40.00
17.00
37.00
22.00
10.00
12.00
25.00
12.00
16.00
30.00
10.00
14.00
36.00
12.00
16.00
21.00
10.00
26.00
25.00
15.00
42.00
10.00
16.00
41.00
35.00
35.00
10.00
28.00
20.00
24.00
10.00
15.00
44.00
45.00
18.00
33.00
24.00

$

$264.00
709.56
174.00
420.90
240.00
270.00
360.00
429.00

Alaska

Min. cost
per employee

_

6,600
14,600
6,000
6,900
6,000
6,000
6,000
6,600

Alabama

At right: state
tax rates
showing weekly
benefit
amounts.

Max. cost
per employee

$

1981
Wage base

State

90.00
150.00
95.00
136.00
136.00
170.00
146.00
150.00
206.00
125.00
115.00
169.00
145.00
148.00
84.00
146.00
149.00
140.00
183.00
115.00
140.00
156.00
197.00
177.00
90.00
105.00
145.00
106.00
136.00
132.00
145.00
130.00
125.00
152.00
156.00
147.00
176.00
158.00
190.00
143.00
118.00
129.00
110.00
147.00
166.00
135.00
138.00
163.00
194.00
175.00
165.00
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dation for establishing a documented basis for an
employee's quitting voluntarily or being discharged for willful misconduct — conditions which
protect an employer's position in a dispute concerning a separation.
If the employee quits voluntarily without good
cause, he will not qualify for benefits charged to
your account. If he is properly discharged for willful misconduct he will not qualify for benefits
charged to your account.
But if he quits for "good cause" or if he is discharged under conditions which do not constitute
willful misconduct, he may qualify for benefits
which are charged to your account — becoming a
financial burden long after he has left.
How Much Liability?
Table 2, showing weekly benefit amounts, gives
the reader a quick glance at how much a separated employee can collect in benefits from each of
the 50 states. Generally speaking, 26 weeks of unemployment benefits are chargeable to an employer's account. This statement could be footnoted
almost indefinitely with individual state rules concerning the employee's earnings from previous
quarters, status of previous employers, dependents' allowances, extended benefits, special supplemental benefits and other conditions. For the
sake of simplicity, however, let us use the 26 -week
principle in estimating the impact on an employer's account.
From Table 2, it can be seen that an employer's
liability for each employee separated under conditions which permit him to qualify for benefits
could range from a low $2,184 in Indiana where
the weekly benefit maximum is $84, to a high of
$5,356 in the District of Columbia where an employed worker can draw $206 a week, not including dependent allowances.'
The average maximum weekly benefits works
out to about $132 a week, or a total liability over
26 weeks of $3,433. If a company separates 10
people within the course of a year who draw the
maximum benefits, its liability is over $34,000. If
the employer separates 100 such people, its liability averages more than $343,000.
Obviously, the firm which establishes nothing left -to -doubt procedures, rules and conditions of
employment is in a position to prove that an employee was indeed discharged for willful misconduct, or left voluntarily, thereby avoiding liability
for benefits subsequently drawn by that employee.
WHY THE NEED FOR DOCUMENTATION?
Once an employee is discharged or quits, his
eligibility for benefits must be determined by the
state employment commission.
Documentation can win or lose your case if the
matter is subject to review or ruling by the state
employment commission, a hearing before an apMANAGEMENT ACCOUNTING /MARCH 1982

peals board or a subsequent judicial case.
Separation of an employee can involve all sorts
of circumstances not anticipated or covered in
prevailing policies. Consequently, a sizable percentage of claims go to a hearing, and some of
these go further to an appeal board hearing.
A hearing is a quasi-judicial proceeding usually
conducted by an administrative law judge. While
the rules of evidence do not apply at such hearings, testimony and evidence may be presented by
both sides. The better documented your case, the
better your chances of obtaining a favorable ruling
if the facts support your case.
LINE SUPERVISION: KEY LINK IN THE CHAIN
Line supervisors —group leaders and foremen —
often prove to be the key link (indeed, the weak
link) in the UC tax administration chain. If an
employee has violated a company rule and is
subsequently discharged for "repeated, willful violation" of that rule, the employer is usually protected against a claim. However, if the employer
cannot prove that the violations were both repeated and willful, he could lose the case.
For example, assume an employee was chronically late for work. From the earliest infraction,
the line supervisor should issue a verbal warning
and document this warning with a note or written
record. Subsequent violations should automatically result in written warnings placed in the personnel file.
More than one employer has been dismayed to
learn that a foreman's failure to keep accurate records and to issue written warnings of repeated violations has lost his case, and consequently cost the
company several thousands of dollars in tax liability. Periodic review and auditing of internal company files by a responsible individual can serve to
ensure that such routine protection is being made
by line supervisors.
Another important aspect of discharging employees, or in handling employees who leave voluntarily, is the exit interview. An exit interview
involving an employee who leaves voluntarily
should be attended by the line supervisor and a
responsible member of the personnel department.
If the employee is leaving voluntarily an effort to
obtain a signed statement to this effect should be
made, and if possible, the new employer's name.
This will serve to confirm a voluntary quit.
Companies have been surprised to discover that
an employee who said he was leaving voluntarily
to take another job shortly after filed for unemployment benefits, claiming a change in job conditions forced the move. An exit interview, attended
by two members of management, and at which
time a statement is obtained, can serve to prevent
such unpleasant surprises.
In the case of an employee being discharged,
exit interviews can positively benefit both the em-
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ployee and the employer by bringing out facts surrounding the necessity to discharge the worker. If
a statement can be obtained from the employee
saying he or she understands the company made
the decision based on a series of infractions or
unacceptable behavior, as the case may be, it
serves to prevent the employee's or the employer's
memory from amending the facts at some future
hearing.
Additionally, employers may find that less than
optimal supervisory conditions exist within the organization. A foreman or other line supervisor
may not be communicating effectively to the
people under his jurisdiction concerning their
performance or required behavior. Flaws in line
supervision can be brought to management's attention and corrected through information
learned at exit interviews.
Accounting Activities in UC Cost Control
Once the personnel administration systems are
in place and operating, the accounting and financial department can play a key role in the program. Indeed, the accounting department's role
can begin long before the personnel administration component is operating.
To err is human, goes the age -old adage, and
your state unemployment office is populated by
humans. They frequently err in ways which cost
you unnecessary tax dollars. For example, they
may assign your firm the wrong tax rate, charge
benefits to your account for some other company's
former employees, pay benefits to ineligible workers and charge them to your account, pay benefits
beyond the allowable time or in excess of allowed
weekly levels to your former workers, and neglect
to correct deficiencies in these practices after having been informed of them.
Internal management practices also have led to
overpayments in UC or other payroll taxes. In
most cases these overpayments can be recovered if
you act within specified time periods and according to specified procedures.
AUDIT PAYROLL RECORDS
A routine audit of payroll records for the last
three years should be the first step in your UC
cost control service program. The audit is designed to reveal overpayments which commonly
are made by employers to state and federal tax
agencies.
In particular, the examination should include a
review of the Federal Insurance Contributions
Act (FIC A), Federal Unemployment Tax Act
(F UTA), and State Unemployment Insurance
(SUI) taxes on excludable sick pay, meals and
lodging, and concurrent employment. One of the
most common forms of employer overpayment is
the reporting of exempt wages. These can represent a significant and unnecessary cash outflow.
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A second aspect of the payroll audit seeks to
identify overpayments on FICA, FUTA and SUI
taxes above the taxable wage bases. Each state
may adopt a different wage base above the minimum $6,000 Federal requirement. Tax payments
are frequently made above this figure by employers. This is particularly true if the employer operates payroll centers in more than one state, and
central payroll processing is made in a state with a
high wage base, say, North Dakota where it is
$9,240. In such a situation, the central payroll
processing center may continue to pay UC taxes
on employees' wages in states where the wage base
is less than $9,240.
Payroll auditing can also reveal important onetime errors in tax payments. For example, a merger or acquisition can frequently produce a significant error in UC tax payments. In a recent audit
of a client's payroll records, we found that the
New York -based firm had acquired a small New
Jersey subsidiary. The acquisition occurred in
mid -year, so many of the subsidiary's employees
had earned the $7,500 taxable wage base. For
some reason, the parent company began treating
the employees of the newly acquired subsidiary as
new employees. UC taxes were being paid on payroll that had reached its taxable limit. A correction of the procedure was promptly made at the
client's payroll center, and the client filed for and
received a credit on the overpayments of the UC
taxes.
In another case involving an acquisition, the
parent company bought a going concern —a division of a manufacturing company —and restructured it as a new subsidiary. The state unemployment department defined the acquired subsidiary
as a new company, and assigned the "new employer" rate to the subsidiary—even though it had
been operating for many years and had a very favorable experience rating. The client successfully
challenged the new employer rate, which was a
full two percentage points higher than the previous rate, based on the firm's experience. It was
assigned a lower rate, based on its experience, and
obtained a sizable credit for overpayments made
on the new employer rate.
Depending upon the tax involved —FICA, state
or federal UC —the statute of limitations may permit the employer to go back three or more years
to obtain refunds or credits. In cases involving
overpayment of taxes paid by both the employer
and the employee (FICA, for example), the employer must file for refund of both contributions
and pass the employee's portion on to them. This
can involve some rather burdensome clerical
work, including communicating with current and
former employees, obtaining their permission to
file on their behalf, and obtaining written assurances from them that they will not file individually in the future. Depending upon the amount of
MANAGEMENT ACCOUNTING /MARCH 1982

overpayments involved, the task can often be
worth the effort. While the individual amounts
may appear to be small, you may be startled to see
the total amount of money which can be recovered when a sizable number of employees and a
two or three year period is involved.
AUDIT CLAIMS, CHARGES, AND CREDITS

Following auditing of payroll records, conduct
another audit —this time of claims filed by former
employees, of charges made against your account
and of credits to your account. Auditing claims
will often reveal a variety of errors— seldom in
your favor. First, determine if benefits granted
and paid to a former employee are actually eligible benefits. You may discover the employee was
discharged under terms which disqualify him for
benefits, or that he left voluntarily. Challenge
such claims where cause for a challenge exists.
Second, determine if in fact the employee whose
benefits are charged to your account is your former employee. You may well discover that another firm's employee or employees are collecting
benefits which are erroneously being charged to
your account. File for an adjustment of these
charges.
Third, verify the amount and duration of benefits paid to your former employees. The employee
may qualify for, say, 13 weeks of benefits at $85 a
week. He may be collecting $115 a week, and the
benefits might be paid for 26 weeks. Again you
must file for a correction of the charges to your
account.
Fourth, audit the action of the state in crediting
your account properly. You may win an appeal
hearing, but the state unemployment department
may neglect to credit the amount in question to
your account. Having won the point at the hearing, you must now be sure the amounts in question are credited to your account. Otherwise you
have won only a moral victory.
It is important to remember that auditing
claims, charges and credits is an essential step in
controlling your UC costs.
Voluntary Contributions in 24 States
At present, a unique feature of UC taxes in 24
states offers the alert financial executive an opportunity to make a voluntary contribution to the
state fund and thereby earn a lower tax rate for
the current tax year. Briefly, these states use a
percentage of your account balance as it relates to
your total taxable payroll to assign your tax rate.
The tax rates normally are increased in small increments —one to two tenths of a percent.
If your existing balance in the fund is just a bit
shy of the amount required to bring you to the
next lowest increment, you may be able to make a
voluntary contribution to the fund, earn a lower
rate, and pay significantly lower taxes in the curMANAGEMENT ACCOUNTING/ MARCH 1982

rent tax years. To illustrate how this can work, we
audited a large national financial services company at the end of 1978 and found the firm was only
$300 shy in its account from reaching the next
lower increment on the sliding scale. The client
contributed the required amount in the fund, and
earned a lower rate which resulted in actual net
savings or more that $6,400 during the year. Other firms have realized savings ranging from several
hundred to tens of thousands of dollars annually.
Merger & Acquisition Considerations
The occurrence of an acquisition, merger or
spinofl' can significantly affect your firm's UC tax
rates. If a business combination has already occurred, you should examine how the company
and how the state have treated the surviving firm.
As mentioned earlier, a frequent error associated with acquisitions is the assignment of the
wrong rate to the successor. If the successor is a
going concern, it has an experience rating. If the
experience is favorable, it is likely the rate will be
lower than the new employer rate. See Table 1 for
comparisons of minimum, maximum and new employer rates for the different states,
First, you should determine that taxes are not
being paid in excess of the taxable wage base, especially if the acquisition took place well into a
calendar year. Second, you should determine if
the correct rate has been assigned to the successor
by the state unemployment office. If a new employer rate has been assigned, but the successor
has a favorable experience rating, you must file an
appeal with the state to obtain the correct rate.
For example, a New York client recently acquired
a Pennsylvania company and changed the new
subsidiary's name. The acquired company had
been operating continuously for more than 15
years and had a very favorable experience rating.
The state, however, defined the renamed subsidiary as a "new company" and assigned the "new
employer" rate of 4.75% to the subsidiary. The
client was advised to file for correction of what we
felt to be an error. The state concurred, and reassigned the subsidiary its previous experience rating, crediting the parent company for the overpayment of UC taxes.
UC tax analysis has become an important part
of merger and acquisition planning. Should a newly acquired subsidiary be operated as a separate
corporate entity or as a division of the parent?
The question can only be answered after analyzing
the impact of UC under both conditions.
If the acquired company has a favorable experience but the parent company does not, then operating the subsidiary as a division may cause the
UC tax rate to rise, because the unfavorable experience of the parent will taint the subsidiary. Under these conditions, the acquired firm should be
established as a separate corporate entity, and op-
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erated as a separate subsidiary.
Conversely, ifthe acquired firm has unfavorable
experience and the parent company has a favorable rating, the subsidiary can taint the parent if
merged into the parent and operated as a division.
Therefore, establishing an acquired subsidiary
with an unfavorable experience as a new company, and thus obtaining the new employer rate may
be possible in some circumstances.
Examination of existing subsidiaries and divisions may reveal an opportunity to spin -off or restructure a division with an unfavorable experience in a manner which will benefit the parent and
other divisions. Ifa spin -off can be made, the firm
may pay a higher tax rate on a relatively small
number of employees at the subsidiary with the
unfavorable experience, but earn a lower tax rate
for other divisions that employ larger numbers.
A case -by -case cost - benefit analysis must be
performed for such corporate structuring —but
the efforts involved may often prove to be well
worthwhile.
Site Selection Considerations
With wide differences in tax rates, wage bases,
benefits and other factors existing among the 50
states, UC cost analysis has become an increasingly important part of site selection and planning.
Energy costs, distribution costs, labor costs, property taxes and other items are pored over by executives engaged in the site selection process. But
only in recent years have UC taxes emerged as an
important factor in site analysis. The reason is obvious. UC taxes have doubled and even tripled in
some states in the last six to seven years. Where
they once represented a "nuisance tax" they now
represent a potentially costly item on the operating statement.
We were recently invited by a client contemplating the relocation ofa New York state manufacturing division to participate in analysis of
three alternative sites —one in the southeast, one
in the southwest and one in the Rocky Mountain
region. Various incentives were offered by the
three states: property and equipment tax abatement, low interest bonding, job training programs
and other incentives. On the basis of the incentives, the Rocky Mountain region appeared to be
the most desirable location. However, when we
factored the projected UC tax costs into the analysis, the bottom line changed significantly— enough
to cause the client to select the southeast location.
Management accounting personnel can play an
important role in the site selection process by analyzing the effect of unemployment taxes on the
company in different states.
Work Sharing —a Growing Concept
Currently on the books in California, in pilot
program status in Arizona, and before the Con-
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gress as draft legislation is a new concept in human resources allocation which could result in
significant changes being made throughout the
states' UC laws. The concept is a simple one —
sharing all available work among all members of
the workforce under terms which enable them to
qualify for partial UC benefits not presently available to them.
California currently has shared work - partial
benefit legislation in place, and neighboring Arizona is conducting a pilot program testing the
concept. On the federal level, a bill has been introduced titled the Short Time Compensation Act
(H.R. 7529) which would establish federal standards for work sharing legislation. The upshot of
these developments is that we can anticipate a
growing national trend toward adoption of UC
legislation which will make shared work concepts
implementable under terms which benefit both
employer and employee.
For the employee, the benefits are principally
those of continued employment and earnings coupled with partial unemployment benefits (which
are nontaxable). In the case of a shared work approach to diminished production requirements, it
means everyone takes a small reduction in pay,
rather than one unfortunate member of the group
taking a walloping cut while his fellow employees
remain fully employed.
Obviously, if your firm is unionized, you will
probably face an uphill struggle in convincing union leadership that the merits of the shared work
program outweigh labor's prized seniority rights.
However, if union leadership is willing to examine
new alternatives oflayoffs and can accept the new
approach, their members and your company can
realize significant benefits,
For the employer, the benefits include continuity in his workforce, lower turnover resulting from
laid off employees finding other permanent work,
improved morale, and in many cases, lower UC
taxes.
Measuring the cost ofa separated employee is a
topic which requires voluminous analysis. We intuitively know that the costs of advertising, recruiting, screening, interviewing, hiring and training a new employee are considerable. Recent estimates in personnel literature indicate the cost may
be as high as $3,000 to $4,000 per employee.
In terms of direct tax savings, we can quickly
recognize that if a state's taxable wage base for
UC taxes is $6,000, then one employee holding
the job for one year will cost the employer the
amount of taxes levied on the first $6,000 of the
employee's earnings. However, if the employee
quits in midyear and is replaced by another worker, the taxes must be paid on the first $6,000 of the
replacement employee's wages. Therefore the actual taxes paid are doubled.
The work sharing concept requires some revisMANAGEMENT ACCOUNTING/ MARCH 1982

ing in prevailing state laws and policies to make it
a successful approach. In all states except New
York, partial benefits are determined by an employee's weekly earnings, In New York, the number of days worked is used to determine eligibility
for, and the amount of, benefits. Partial days are
counted as full days for this purpose. In other
states, a variety of formulas and methods is used
to compute partial benefit allowances. Some use
flat dollar figures as part of the formula, other use
percentages of earnings, still others use combinations of weekly benefits and actual wages to determine how much the worker can claim in partial
benefits.
While it is impossible to offer some universal
formula for partial benefits, it may be useful here
to construct a hypothetical situation involving a
department of five employees, which is facing a
reduction in manpower requirements of 20 %,
Let's say there are five employees earning $200
a week each that constitute the full production
requirements. Management is faced with a 20%
reduction. Under typical methods, one worker is
laid off and four remain on the payroll. The four
continue to earn $200 a week, or $800. One receives $100 unemployment benefits. Total employer costs: $800 payroll, $100 UC liability.
An alternative to laying off the single employee,
who will be sharply affected by the halving of his
weekly income, is to spread the available work
among all five employees. Under this method,
each employee would work 80% of normal hours,
or 32 hours, earning $160 a week. Most states'
formulas on partial benefit payments would result
I n their not qualifying for benefits.
Here is a hypothetical situation illustrating the
current partial benefit approach. The state establishes a dollar figure —$25 —which is used as a
reference for benefits. The employee's weekly
earnings are referenced against this, and the difference deducted from the fully weekly benefit
amount. Here is how it works: The employee is
entitled to $100 in weekly benefits in his state
when fully unemployed, He earns $200 when fully
employed, His company hires him for one day and
he earns $40. His $40 in earnings exceed the referencing figure— $25 —by $15. The difference of $15
is deducted from his full weekly benefits amount
of $100, producing adjusted benefits of $85. The
$85 in benefits plus the $40 in earnings gives the
partially employed worker $125 that week.
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He is then hired for two days earning $80. The
$80 exceeds the $25 reference by $55. The $55
deducted from the full benefits amount yields $45
in partial benefits. These, plus his $80 in part time
earnings produces income of $125 —the same as
he netted working one day.
Working a three -day week, he earns $120,
which is $95 in excess of the $25 reference, or $5
beneath the full unemployment benefit. amount,
yielding him $120 in earnings, $5 in benefits and a
weekly income of $125.
However, when the employee reaches a point
where he is now working a four -day, rather than a
five -day week, the partial benefits are cut off as a
result of the state's method of calculating. His
$160 earnings for four days exceed the reference
by $135, which exceeds the $100 weekly benefit
amount, and therefore he does not qualify for partial benefits.
A Tandem Approach in Controlling UC

Unemployment
compensation
taxes no longer
represent a
'nuisance' tax —
they have taken
a quantum leap
upward.

Unemployment compensation taxes represent a
unique tax in our economic system. As a variable
tax levied on the basis of an employer's experience
in hiring and layoffs, it can be managed and controlled by the informed executive. A tandem approach of personnel administration and financial
administration is involved in control of UC taxes
and related payroll costs.
Installation of systems which screen and select
the optimum job candidate, maintain accurate information on personnel management, and document actions by employer and employee are the
fundamental components in the personnel administration segment, Financial administration procedures include auditing past payroll records, auditing current claims and charges, verifying credits,
investigating opportunities for voluntary contributions and examining treatment of rates assigned to
divisions and subsidiaries prior to or following a
business combination.
Through informed and intelligent management
of these payroll expenses, management accountants can make a real and lasting contribution to
their firm's control of this rising but variable expense.
' In five states the amount of benefits collected by separated employees is not
charged against the employer's experience rating account. In lieu of the amount of
benefits actually collected by the claimant, Alabama charges the amount of base
period wages up to $6,600 against the employer's account. Delaware. Illinois, and
Oklahoma charge the amount of base period wages up to 56,000. Utah bases its
experience rate calculations on payroll variations and, thus. does not consider benefit amounts.
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Most business people are eagerly awaiting the
outcome of the Reagan Administration's intensified attack on government red tape. Vice President George Bush's Task Force on Regulatory
Reform, for example, recently released the first
statistics on its deregulation drive regarding some
30 small business and other areas targeted for
reform.
To help NAA members understand the accounting implications in this area, Vice President
Bush and SEC Commissioner Barbara S. Thomas
will discuss the effects of the new deregulatory
climate during special sessions at this year's Annual Conference June 20 -23, 1982, in Washington, D.C.
A Corporate and Securities Lawyer
Ms. Thomas's address is titled "The Relationship of the SEC and the Accounting Profession
in a Deregulatory Environment." The 58th person appointed to the Securities & Exchange
Commission, Ms. Thomas was sworn in to office
in October 1980 and will serve until June 5, 1985.
A corporate and securities lawyer, she became a
partner of Kaye, Scholer, Fierman, Hays & Handler of New York City in January 1978.
Ms. Thomas is a member o f t he Securities
Regulation Committee of the New York State
Bar Assn., the Committee on Federal Regulation
of Securities and the Ad Hoc Task Force on the
International Aspects of United States Law of
the American Bar Assn., and the International
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Bar Assn. A native New Yorker, she is a graduate
of New York University School of Law where she
placed second in a class of 323 and was an editor
of the New York University Law Review.
Sharing Commissioner Thomas's emphasis on
government regulations will be a panel of distinguished U.S. Congressmen. Secretary of the
Treasury Donald T. Regan also has been invited
to offer the keynote address, which rounds out
participants from the government sector.
Several international business leaders will tell
management accountants how to cope in a fluctuating global economy. These speakers are Derrick Willingham, president of the Institute of
Cost and Management Accountants in London,
England, who will discuss "Fluctuating Exchange
Rates and International Business "; Dr. A.M.
Hegazy, former prime minister of Egypt and
president of Hegazy & Co. in Cairo, Egypt; and
J. Willard Marriott, president of Marriott Corp.
Fourteen concurrent technical sessions will be
offered during the Conference to help NAA
members perform their professional duties:
• Inventory Control for Cash Flow
• Speed Reading for Managerial Effectiveness
• You, too, Should Be a CMA
• Improving Productivity: Role of the Controller
• Utilizing Current Technology to Reduce Office Clerical Costs
• Distribution and Transportation Cost Control: Management Accounting's New Frontier
• Financial Accounting for Privately Held
Firms —The Role of GAAP
• ESOP: Planning and Accounting Problems
and Opportunities
• Communication: Strengthening the Accountant's Weakest Link
• Time Management
• Forecasting and Planning: Do's and Don't's
for the Management Accountant
• Going Private — Financial and Accounting
Implications
• Collecting Accounts Receivable
• Cash Management for Smaller Businesses
Each session is led by a specialist in the field
offering a wealth of knowledge and experience.
Next month MANAGEMENT ACCOUNTING will
profile more business leaders and look at events
planned for the entire family.
MANAGEMENT ACCOUNTING /MARCH 1982
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You can still sit for the CMA examination
on June 9, 10, 11, 1982. Applications are
now being processed for the examination
that is offered in over 48 major
United States cities. Candidates
must submit applications for
membership in the Institute
of Management Accounting and
for the June examination
by April 1, 1982.
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For more information, please write or call:

Institute of Ma na gement Accounting
570 City Center Building
Ann Arbor, Michigan 48104
Telephone: (313) 662.1986
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BOOK SERVICE

THE BIG EIGHT
By Mark Stevens
A fascinating and incisive study of the giant
multinational accounting firms that advise and
influence not only the Fortune 500, but also
state, federal, and city governments. See book
review on page 62.
Macmillan Publishing Co.
240 pp.

1981
S12.95

THE IMPACT OF INFLATION ON INT ERNAL
PLANNING AND CONTROL
By Allen H. Seed, III
Written for management accountants who are
searching for better ways to deal with inflation's
effects on their companies, this timely study
focuses on the practical applications of
accounting in an inflationary environment.
Guides to help management accountants in
their tasks include an analysis of the
companies that constitute the Dow Jones
Industrial Average and in -depth case studies of
five major industrial corporations which are
leaders in this area.
National Association of Accountants
239 pp.

1981
$14.95

EDP AUDITING: A PRIMER
By Joseph L. Sardinas, Jr. and John G. Burch
A starting point for persons with no previous
experience in EDP auditing. It differs from other
books in the field because of its audit
orientation and heavy emphasis on computer
controls.
John Wiley & Sons
200 pp.

1981
$11.95

THE ACCOUNTANTS' HANDBOOK
(6th Edition)
By L. J. Seidler and D. R. Carmichael
A comprehensive working reference tool
designed to assist accountants in the solution
of today's most complex accounting problems
as well as traditional accounting problems. This
edition includes new sections on analyzing
financial statements, cash -flow analysis,
valuation for small businesses, and bankruptcy
accounting.
John Wiley & Sons
2 Vols., 2400 pp.

A revision to NAA's book service is
being undertaken this month. NAA will
absorb the postage charges on books
ordered this month. All orders will be
accumulated and sent out at one time
under a special library postage rate. If
you wish speedier service, the books
can be sent by UPS. There will be a
special charge of x'3.00 per order.
Please check the appropriate line on the
coupon.
NOTE. All orders for books on this page
must be postmarked no later than March
31, 1982. We cannot accept orders for
these books beyond that date.
accounting practice and covering the spectrum
of management accounting subjects, this work
is the embodiment of a coordinated approach
to financial planning and accounting control.
See review on page 62.
Ronald Press
889 pp.

THE HANDBOOK OF BUDGETING
By H. W. Allen Sweeny and Robert Rachlin
A complete reference book for the practices of
budgeting in manufacturing, service, and
nonprofit organizations, it encompasses all of
the necessary details for the preparation of
realistic and practical operating budgets.
John Wiley & Sons
1,522 pp.

Quantity Title

PEOPLE MANAGEMENT FOR SMALL
BUSINESS
By William L. Siegel
This practical guide explains how to find and
hire the best employees and equip them with
the proper skills to do the job effectivey.
130 pp.

1978

HOW TO ADVERTISE AND PROMOTE YOUR
SMALL BUSINESS
By Gonnie McClung Siegal
Shows you how to attract customers to ensure
success by using advertising and promotion
techniques effectively.
128 pp.

1978

SUCCESSFUL SELLING SKILLS FOR SMALL
BUSINESS
By David M. Brownstone
Covering every aspect of selling from starting
attitudes to post -sales considerations, this
guide demonstrates how to develop selling
skills that get results.
112 pp.

A practice guide to assist accountants in
rendering professional services related to
bankruptcy and insolvency procedures. Major
provisions of the new bankruptcy law which
went into effect October 1, 1979, are described
in detail.
John Wiley & Sons
648 pp.

For the small business, success or failure often
depends on the day -to -day management of
hundreds of business problems and details.
The Wiley Small Business Series provides you
with practical information and advice you need
In every area of business to avoid the high rate
of first -year business failure.

1981
S39.95

1978

EFFICIENT ACCOUNTING AND RECORDKEEPING
By Dennis M. Doyle
Offers practical help on keeping the books,
watching cash flow, working with accountants,
understanding the language of accounting and
learning what records to keep for legal
compliance.
116 pp.
John Wiley & Sons

1976
$23.80 Complete Set

Price ea.

Total

1981
S75.00

Total Order

A complete guide to the accounting methods
and financial techniques applicable to
construction practice. Geared for small to
intermediate size firms, with emphasis on the
special cash -flow problems unique to the
construction industry.
1981
$26.95

CONTROLLERSHIP: THE WORK OF THE
MANAGERIAL ACCOUNTANT (3rd Edition)
By James D. Willson and John B. Campbell
Updated to reflect all the changes in modern
58

1981
S39.95

BANKRUPTCY AND INSOLVENCY
ACCOUNTING: PRACTICE AND
PROCEDURE (2nd Edition)
By Grant W. Newton

ACCOUNTING AND FINANCIAL
MANAGEMENT FOR CONSTRUCTION
By Charles H. Mott

John Wiley & Sons
232 pp.

1981
$55.00

The Wiley Small Business Series

MEMBER ACCOUNT NO:
SHIP TO:

10% discount
No postage for
library rate
(6-8) wks deliv.l
$31book UPS
(46 wks deliv.)

TOTAL
All orders must be postmarked
by March 31, 1982.

lanager, Library Services
nts 919 Third Ave., N.Y. 10072
C O MP AN Y O R D E R
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30INVESTMENTPUBLICATIONS
ONLY$18FORTRIALSUBSCRIPTIONSTOTHE
30MOSTPOPULARINVESTMENTPUBLICATIONS
Here are the 30 most popular inves tment advisory publications which investors regula rly rely upon. Through this bargain- packed offer,
INVESTOR INFORMATION NETWORK, a leading Financial Publications Subscription Agency, makes available to you a selection of 30
sample subsc riptions to a va riety of the se specialized, savvy services. T heir regula r annual prices range a s high as $360 a piece. Your
price for the entire package under this amazing one - time -only offer is $18, or about 60C a piece. Exact descriptions of each of the 30
publications are below. To orde r the entire pa ckage of 30 sample subs criptions, merely c omplete and return the coupon below, along
with your $18 remittance.
1. MOST ACTIVES. An unusual trading service
concentrating on the most actively traded stocks on the
major exchanges. Oi ler s both buy and sell
recommendati ons within this changing group.
commentary an the general market from a trading
vantage poml, and specific advice on recommendations
offered 1 Yr. $225
2. SMR STOCK SERVICE. Security Markel Research.
Inc. Dally basis chart service of 50 selected high
performance, high potential stocks including timing
indices 1 Yr, $250
3. CONSENSUS OF INSIDERS. Analyzes and
interprets the purchases and sales of insiders, including
corporate officials and stock exchange specialists.
Shows what the insiders are buying and selling. This
service's unique successes have been acclaimed in
Fortune, NY Times, Business Week, Etc 1 Yr, $180.
4. INVESTORS INTELLIGENCE. Sums up what all the
leading investment services are saying, offering a list of
the most. mentioned stocks with recommendations 1
Yr, $60
S. DUNN AND HARGITT MARKET GUIDE. A weekly
stock and option investment advisory letter offering its
subscribers sophisticated counsel on market timing,
securities analysis, hedging strategies, relative
strength, Industry studies, fundamental research,
special situation stock selec tion and portf olio
management advice 1 Yr. $95.
6. THE C ABOT MARKET LETTER. Identifies small,
dynamic growth companies with 5 -year histories of
saleslearnings growth of 30% annually, sales in the
$100 million range. with unique products of potentially
explosive demand and with large markets, whose stock
prices are deemed technically ready to move based
upon a unique momentum /relative strength analysis
screening procedure Its widely acclaimed "Heritage
Stock" portfolio includes growth stocks of the
aforementioned characteristics which can generally be
held for many years without change 1 Yr. $125.
7. LA LOGGIA'S SPECIAL SITUATION REPORT,
This economic letter attempts to pinpoint broad stock
market movements through analysis of politics and
economics, technical factors, interest rates and insider
trading. Mr La Loggia is best known for his annual
''Stock of the Year' selection and his highly successful
special situation recommendations. t Yr, $90.
8. INVESTMENT OUALITY TRENDS. A 15 -page
biweekly report, which includes three special individual
stock reports and charls, and which determines and
rates the value of each of 350 Important blue chip
stocks 1 Yr, $145
9. MARKET
LOGIC. This
highly
regarded,
comprehensive service includes forecasts of average
market price levels In 3, 6 and 12 months and of the
major market trend; current buy and sell
recommendations. the strongest and weakest stocks:
Insider buying and selling; best situated stocks; option
corner, special opportunities in convertibles, warrants,
no-load and money - market funds: continuous monitor of
more then 50 sophisticated leading indicators: glamour
clock index tracking the action of high flyers; and much
more 1 Yr. $100
10. THE NICHOLSON REPORT. Concentrates on
timing, strategy and discipline. Recommends stocks,
puts and calls at critical junctures and follows them
through Io ultimate sale Charts and interprets swings in
investors moods. Teaches readers to time the market
and play major moves. both up and down. 1 Yr, $150.
11. PRO - MARKET ADVISOR. A dawn -lo- earth.
common sense approach to Individual selection.
Includes three separate portf olios for traders,
aggressive growth, and long -term investors. Also
features lively market commentary, and the unique
Editor's Notebook Written clearly and concisely for the
busy independent Investor. 1 Yr, $175
12. THE PREDICTOR. Timely. specific Investment
advice on a highly personalized basis. Every week
subscribers receive a comprehensive review of the
stock market and specific stock recommendations,
through an eight page analysis of the latest important
economic and stock market developments with a clear
Concise summary of how these developments are likely
to Influence future stock [rends. Taking into account the
current market environment, The Predictor evaluates
technical, fundamental, and psychological factors to
spotlight one featured stock recommendation in each
issue. Continuing advice is then offered on all featured
recommendations every week until the position Is
closed
13. VENTUREGUIDE. Fundamental and technical
screens are used to identify the most timely,
undervalued situations in these categories. Blue Chips,

Growth Stocks. Income Stocks. Asset Plays, Option
Stocks, Converti ble Bonds. Warrants. Special
Situations. OTC Stocks. Overpriced and vulnerable
stocks are similarly identified Other features regularly,
rate 200 widely held stocks technically and
fundamentally, lists, the most timely and most
vulnerable securities. issues buy. sell and it
recommendations, etc 1 Yr. $195
14. GROW TH STOCK OUTLOOK. Lists 100 rapidly
growing companies (NYSE, ASE & OTC) and keeps
tabs on each unit delisted when growth slackens. 1 Yr.
$95.
15. WESTERGAARD
ERA
SERVICE. Equity
Research Associates' John W es[ergaard picks stocks of
small companies ($20 to $100 million in sales) which,
because they provide innovative products or services in
rapidly developing markets, are poised for explosive
growth. Typical characteristics are exceptionally high
returns on shareholders' equity; overlooked by both
private and Institutional investors; fundamental
competitive advantages. often technological In nature,
recommendations must measure up In every way to
comprehensive criteria of investment analysis. Less
than a scare of these companies are recommended in a
year's period
. and ERA's record of picking the
winners Is widely acclaimed. This extraordinary
comprehensive service Is a must for Investors seeking
sophisticated special situations and junior growth stock
advice. 1 Yr, $360.
16. PERSONAL FINANCE: INFLATION SURVIVAL
STRATEGIES. How to get more money. How to keep
more of that money. How to make your money go farther
and produce still more of that money How to make your
money go farther and produce still more money for you
Precious metals, foreign currencies. Swiss and other
foreign banks. antiques, precious gems. line art, real
estate and many unusual, yet practical inflation survival
techniques t Yr. $65.
17. INSIDER INDICATOR. Widely- tollowed and often quoted source of corporate Insiders' buy and sell
signals for all NYSE and ASE listed companies. Reports
prices. dates and position of insiders whose
transactions give classic signals first established in the
famous Portland Slate University insider transaction
study. Subscribers can order "insiders' Check" of all
signals published since 1974 for any company covered.
Each month's buy signal portfolio followed for a year
and compared with market Indices 1 Yr, $95
18. SPECULATIVE VENTURES. Concentrates on
low- priced listed and OTC stocks of exceptional
potential, including emerging growth stocks, special
situations, asset plays and ''new issues" of companies
that are going public. Also presents timely low - priced
options and warrants designed to provide a leveraged
approach to maximum capital gains. Recommendations
followed until dose -out. 1 Yr. $80.
19. CAPITALGAINS. Specializes in low priced stocks
With volatile upside potential and high takeover
probabilities New technologies such as solar energy
are highlighted regularly Special situations charted and
analyzed 1 Yr, $75.
20. THE BOWSER REPORT. This unique 10 -page
newsletter features only stocks selling at $3 per share or
less. An exclusive rating system Isolates financially
strong companies on NYSE, ASE. and OTC in this low price category. Tells how to build a portfolio of
minipriced stocks with strong growth potential
Recommends what to buy and what to sell. 1 Yr, $36.
2t. THE PENNY STOCK NEWSLETTER. A unique
tabloid newspaper offering comprehensive statistics
and Information on new companies going public in
exceptional growth fields like energy and technology
which offer stocks for live dollars or less per share.
Approximately one -half of the stocks discussed and
followed sell for one dollar per share or less. 1 Yr, $45.
22. THE W AG LETTER. Each issue reports on two
stocks possessing potential for rapid and explosive
price gain. Stocks recommended have unusual strong
fundamentals, are undervalued and are technically
poised for breakaway price gains. General market
conditions are reviewed In determining when to buy and
all open recommendations are reviewed continually 1
Yr, $70.
23. EVM MARKETW EEK. Measures momentum.
price /volume relationships and other market parameters
to determine market's overall direction. Employs unique
techniques of analyzing channel, volatility and
momentum trends in a huge univer se of stocks to
pinpoint Individual Issues and entire market sectors
most likely 10 evidence unusual near-term strength or
weakness Securities possessing the strongest, most
explosive profit potential are then recommended, along
with an Investment strategy tailored to the particular

stock recommended. 1 Yr, $170
24. THE PROFESSIONAL TAPE READER. This
sophisticated service scans a broad range of technical
indicators to provide unhedged market advice II
documents which groups and Individual stocks are
acting best and worst. Specific recommendations, both
long and short, are followed up regularly until the
position Is closed out. A regular feature offers mstructrve
material to help improve trading techniques. 1 Yr, $175
25. INVESTMENT TIMING b SELECTIONS. Concise.
monthly letter seeks to gauge when purchases should
be made, caution excercised, or liquidation initiated.
Places heavy emphasis on monetary factors, and
regularly Includes analysis of a broad list of securities
with specific recommendations. 1 Yr. $20.
26. MARKET BAROMETERS. RDS Techaids.
Provides the investor who makes his own decisions with
new technical measurements of the market's short -term
and intermediate -term strength. These measurements
are not widely available. but have undergone several
years of testing t Yr, $95.
27. MARKET TIMING REPORT. Concentrates on spot
and futures market transaction timing for the U S. stock
and bond markets, gold bullion and foreign currencies.
Practical information and timing recommendations are
presented for telephone switching between U S. stock
market mutual funds. money market funds and gold
bullion. Also lax strategies to use the timing Information
and futures contracts without leverage. 1 Yr. $180
28. Z W E IG F O R E C A S T . T he mo st respect advi sory
servi ce th at co ncent rates Its efforts entirely on TIMING

Employs Option Activity Ratios, Short Sales Indicator,
etc to advise its subscribers exactly W HEN to buy and
sell 1 Yr, $165
29. ANDREW S TRADI NG CYCLES. For option
traders and short-term investors, timing lot trading is
based on 10120 system Gives traders buy /sell signals
for stock and options, with momentum liming for buying
low and selling high Cycles also pinpoint buying spots
at lows. Monetary glamour. secondary indices with price
resistance /support levels cycles for 34d, 68d. 90d highs
and lows are forecast In advance For beginners,
professionals and intermediate trend investors. 1 Yr.
$55
30. THE PROFESSIONAL TRADER. Attempts to
uncover stocks in break -out patterns Contains various
corners for investor's and trader's Individual tastes,
such as Stocks of the Week, Speculative, Energy,
Option, Casino and Technician's Corner Focuses on
special situations possessing explosive price and
growth potential for active traders. 1 Yr, $75

INVESTOR INFORMATION NETWORK
P.O. Box 11432
Costa Mesa, CA 92627

YES. Please send me your package of sample subscriptions to the 30 most popular investment
advisory publications as described above. Although
their annual subscriptions range as high as $360 a
piece, I am enclosing only $18, or about 60a a
piece. as complete payment for the package
Package N1
NAME
COMPANY
ADDRESS__
CITY

_

STATE

_21P

NOTE: Publications listed in this ad are those
participating In the offer at the time the ad was
prepared Over the course of time, many of those
listed might discontinue or withdraw from the offer
When this occurs, other publications of the same
general substance are substituted Therefore,
some of the publications actually received under
the offer might be different from some of those
listed in the ad.
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yourcom
se cret we ap on ,
One of the secret weapons
your competition may have up its
sleeve is us.
This was the finding of a
recent national survey conducted
by Burke Marketing Research, Inc.
They asked leading personnel managers which national
temporary service they'd call for a
tempora ry accountant.
Accountemps was the first
choice.
This is why.
We're specialists.

Accountemps is one of the
world's largest specialized temporary personnel services, with
offices in the United States,
Canada and Great Britain.
All of our professionals are
highly trained accountants, bookkeepers, auditors, word processors and edp specialists.
Which mea ns that when you
need a temporary accountant, you

We're here when you need us.

Call us today and you'll have
a professional accountant or bookkeeper in your office tomorrow.
Our carefully selected
employees are available for a day
or a month. Or longer. And they
come to you with a single priority: to concentrate exclusively on

your assignment.
After you've spent a day
with one of our professionals,
you'll understand why companies who've used us consider
Accountemps to be the best
source of temporary financial
and edp specialists, and the fastest, most cost - efficient way to

get things done.
We prove ourselves the f irst day.
Or yo u d o n 't pa y.

If for any reason you aren't
pleased with an Accountemps
employee, there will be no
charge for that
.
S
get an expert. Not some moonlight- day.
ing clerk who's handy with figures. W a
What's more, Accounlll lp m�
©1982
temps deliberately sends
Robert Half International, Inc
Owned and Operated OfFicc,
you people who are
slightly over - qualified for the
For more in formation,
job. Because of this, you'll find our contact your local Accountemps
employees require little if any orien- office listed in the white pages.
tation. And a minimum of training.
And fight the competition
Which is like money in the bank.
with t heir own weapon.

In the Library
The Big Eight
By Mark Stevens
Although this book is flawed, NAA
members will find The Big Eight* fascinating reading. Those currently employed in public accounting will experience the shock of recognition when they
read the author's descriptions of what it
is like to work for a "Big 8" firm today.
Management accountants and accounting students also will find this book useful because of its broad viewpoint.
It is unfortunate, however, that the
writer, who appears to be a very good
reporter, apparently was carried away
with the desire to produce an expose.
Someone described the end product as a
muckraker looking for muck but failing
to find it. Approximately 80% o f the
book is based on reporting of conversations the author had with several employees, managers and partners of "Big
8" firms.
Underlying the interviews and other
research, however, is a desire to find a
villain or a conspiracy. His "cheap
shots" at individuals or firms significantly reduce the balance one would ordinarily expect. Paradoxically, the author did not go into any depth on the
major accounting discrepancies associated with a number of widely publicized
bankruptcies in the late 1960s and 70s.
Much of the material regarding the audits and management behavior of the
client companies has been disclosed
elsewhere. If the author had wanted to
produce a sensational book, such material might have been appropriate. But
he did not choose to analyze accounting
or auditing performance per se.
For example, on page 21, the author
quotes an unnamed reporter for a business magazine discussing, in very uncomplimentary terms, a luncheon meeting with an unnamed partner from an
accounting firm. The reader is left with
the impression that the type of behavior
described, when an individual has too
much to drink for lunch, is in some way
typical of the profession. Such anecdotes more properly belong in the National Enquirer.
There also is a certain lack of balance
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Editor, Stan F. Stec

in the coverage of these major firms. A
seemingly disproportionate amount of
the material relates to one or two firms
headquartered in New York City, and
the two major firms not located in New
York City received the least coverage.
There is virtually no discussion ofthe
corporate side of accounting. A review
of the index shows that NAA is not
mentioned at all, and the Financial Executives Institute is referred to only in
passing in a discussion of inflation accounting and the FASB.
With all these shortcomings, the book
remains eminently readable. Anyone
who has ever had questions about the
partnership structure, earnings potential
or personnel policies of the upper levels
ofthe "Big 8" will find the material captivating. The definitive book on the subject, however, remains to be written.
Alfred M. King
• The Big Fight by Mark Stevens. MacMillan, 866 Third Ave..
New York. N.Y. 10022. (See Book Service, p. 58.)

Controllership: The Work of the Managerial Accountant (Third edition)
By James D. Willson and
John B. Campbell
This current and well - organized summary of the entire work scope of the
management accountant is must reading for NAA members. While it is unlikely that anyone would sit down and
read it from cover to cover, each chapter topic is important. Well- written and
readable, it should be on any accountant's desk or in every business library as
a reference.
Management accounting differs significantly from financial accounting in
the preparation of and uses to which the
accounting information is put, a fact the
author highlights well. Decision making
is the ultimate goal of management accounting; thus cost accounting, budgeting and control of assets and liabilities
make up the bulk of this book.
For example, the authors review, in
summary form, each step which must
be undertaken in setting cost standards.
Then they refer to more detailed literature for specifics. In discussing distribution costs standards, the subject of a
current NAA research project, the au-

thors emphasize the need for good standards and the bases on which such standards should be developed.
Perhaps the tone of the book can be
summed up best in the following quotation:
The essence of control is the
prompt follow -up of unfavorable
trends before they develop into
large losses. Once the standards are
determined, the stage is set for action. The controller compares actual and standard performance and
reports the results ...
This is an action - oriented book which
summarizes the "tools ofthe trade" and
uses current examples. The techniques
are applicable to most firms. If there is
one flaw, it is a lack of specific references to further material.
❑
A.M.K.
Controllership: The Work ofthe Managerial Accountant, third ediLion, James T. Willson and John B. Campbell, John Wiley k Sons,
605 Third Ave.. New York. N.Y. t0022. (See page 58.)

The following books are available from
the NAA Library. Members may borrow
books for a two -week loan period by
mail, telephone or personal visit.
Address Ms. Minam Rednck, Manager,
Library Services, NAA, 919 Third
Avenue, New York, N. Y. 10022—
(212) 754 -9736.

Municipal Bonds: The Comprehensive
Review of Tax-Exempt Securities and
Public Finance
Robert Lamb and Stephen P. Rappaport,
McGraw -Hill Book Co., 1221 Ave. of
the Americas, New Yor k, NY 10036,
1981, 379 pp.—❑Provides❑a❑clear❑picture
of what is happening in municipals today
by telling you exactly how municipal
securities originate and are marketed,
the advantages and limitations of the
various kinds of municipal bonds, and
how to evaluatethe investment potential
of municipals. It also asks some key
questions that have arisen recently
about municipal bonds.
International Accounting and
Multinational Enterprises
Jeffrey S. Arpan and Lee H. Radebaugh,
Warren, Gorham and Lamont, 210
South St., Boston, MA 02111, 1981,
61

400 pp. —A complete overview of this
highly specialized area of accounting
practice, the book conveys a fundamental understanding of the problems faced
by multinatonal enterprises as well as an
appreciation for the various ways certain
accounting problems are handled in
different countries.
Cost Control and Information Systems:
A Complete Guide to Effective Design
and Implementation
Previn P. Shah, McGraw -Hill Book
Co., 1221 Ave. of the Americas, New
York, NY 10036, 1981, 576 pp. —This
comprehensive work describes a structured approach to the development of a
modern cost system— either from scratch
or by a modification and improvement
of existing set -up. Practical in approach,
it provides helpful and thorough check
lists for each phase of analysis, design
and implementation.
Pension Asset Management: The
Corporate Decision
Financial Executives Research Foundation, 633 Third Ave., New York, NY
10017, 1981, 284 pp. — Provides maximum assistance to corporate executives
so they can develop informed opinions
and exercise effective judgment in regard
to four dominant aspects of pension
fund management: setting investment
objectives, formulating investment
strategy, selecting external managers,
measuring and diagnosing performance.
Internal Controls in EDP Systems
Martin P. Roberts, School of Accountancy, Georgia State University, University Plaza, Atlanta, GA 30303, 1981,
220 pp —The objective of this monograph is to develop and test an auditor's
internal control check list. The guide
includes discussions of various EDP
systems and their respective internal
control problems, designs of three
commonly used data -base management
systems, a review of special control
problems in mini - computer systems and
various other detailed analyses to
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develop a comprehensive check list.
Construction Accounting: Financial,
Managerial, Auditing and Tax
James J. Adrian, Reston Publishing
Co., Inc., 11480 Sunset Hills Rd.,
Reston, VA 22090, 1981, 360 pp. —
Directed to any reader with or without
accounting training who requires an
understanding of construction accounting. Covers the four areas identified in
the subtitle in a clear, understandable
manner. The objective is to assist in
increasing a firm's profitability, while
decreasing its risk.
Equity Valuation: Models, Analysis
and Implications
David F. Hawkins and Walter J. Campbell, Financial Executives Research
Foundation, 633 Third Ave., New York,
NY 10017, 1981, 196pp. —This report
identifies, classifies and describes selected proprietary analytical techniques
and valuation models used in the evaluation of individual stocks by leading
institutional research and investment
firms whose public materials were either
reviewed or their officers interviewed
during the research projects.
Basic Hospital Financial Management
Donald F. Beck, Aspen Systems Corp.,
1600 Research Blvd., Rockville, MD
20850, 1980, 300 pp.— Written by a
practitioner, this comprehensive, understandable text contains dozens of tips
and numerous examples of insight into
the hospital field, striking a balance
between pragmatism and idealism. Anyone with a basic understanding of accounting and an interest in hospitals
should benefit from this book.
Inventory Control for the Financial
Executive
Thomas S. Dudick and Ross Cornell,
John Wiley & Sons, 605 Third Ave.,
New York, NY 10016, 1979, 251 pp.—
The authors present a methodology for
creating executive control over inven-

tories in this first book dealing with all
aspects of the subject from the viewpoint of the financial executive. Among
other subjects, it covers inventory carrying charges, assuring conformance to
inventory policies, inventory management and automated reporting interface,
and approaching inventory problems.
Handbook of Graphic Presentation
Calvin F. Schmid and Stanton E. Schmid,
John Wiley & Sons, 605 Third Ave.,
New York, NY 10016, 1979, 308 pp.—
Aims to provide all the information likely to be needed by persons who construct
statistical charts, supervise their construction and judge the effectiveness of
their presentation. Presents the graphic
techniques in sufficient detail to enable
the reader to design appropriate charts
and points out distortions likely to result
from their incorrect use.
Handbook of Budgeting
H. W. Allen Sweeny, Robert Rachlin,
John Wiley & Sons, 605 Third Ave.,
New York, NY 10016, 1981, 778 pp. —
A complete reference guide in the vital
science of budgeting for executives and
operating managers. Here, synthesized
in a cohesive format, is sensible guidance
on all facets of budget preparation, presentation and utilization. Practical
working examples of forms, techniques
and reports are shown to make the methods discussed more concrete.
Accountants Encyclopedia
Revised edition, Jerome K. Pesco w,
General Editor, Prentice -Hall, Inc.,
Englewood Cliffs, NJ 07632, 1981, 863
pp. —A comprehensive reference source
designed to provide accurate and authoritative information by a board of expert
contributors in business, the accounting
profession and academia. Thirty -nine
chapters cover a wide range of topics
such as joint venture accounting, standard and estimated costs, distribution
cost accounting and analysis, and how to
design and install accounting systems. A
record retention guide is provided.
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This man has taken
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of LIFO!
New LIFWAVET" Manual makes LIFO
conversions easy... helps.yonslash
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Its developer, Irving L Blackman,JD, CPA,
is senior tax partner in the prominent
accounting firm of Blackman, Kallick &
Co., Ltd., which completed over 200 UFO
conversions last year. One of America's
noted tax authorities, Mr. Blackman has
written numerous books and contributes
tax columns to over 30 monthly magazines.

525 -0313 or

303- 988 -7580

- - - - - - - - - - - - - - - - - - - - - F re e T ri a l E x a mi n a ti o n O rd er F o rm
Yes.Send me the LIFO -SAVE Manual on a Free 15 -clay trial basis. At the
end of 15 days, Iagree to either pay the$249 invoice included with my
sh pment, covering the cost ofthe Manual and one year's update, ori
to return the Manual and owe nothing.
C3 Bill me
Bill my,company
Check enclosed, payable to CCG
(Same guarantee applied

Name
FirmAddresv

Title

city

S<,

Continental Communications Group, Inc.

I 12500 W. Cedar Drive • Denver, CO 80228
L------------ - - - - --

'

I
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o,9e,
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-up
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The UF04AVE man
guides
step -by
through several diffe
ofUFO conversions, with
instructions, examples, definitions,
charts, checklists, decision diagrams, legal
cites, IRS opinions, and more. Even filled•
in forms, exhibits and back worksheets
are included.
The staggering paperwork and cost that
once made UFO an "impossible dream"
for most companies isnow ancient history.
thanks to UFO-SAVE!

Call TOLL FREE 800-

Irving L. Blackman, JD, CPA, developer of
LIFO -$AVE, senior tax partner of Blackman
Kallick & Co., Chicago, whose firm did over
200 LIFO conversions last year.

other

value r: cself-er ideniforibeaccotintantuith
immediate ruse." "Tbe amount of energy
that went into reseamb of the UFO -$AVF,
manual i s incred ible," 'All You need to
knov about LIFO accounting is included!"
"Absolut e ly co n ci s e a n d co m p let e.,.
reducer LIFO to a straightforward cbecklist
procedure." "The manitalgave its way to
keep our clien ts bap py —to keep t hem
from going ciccrubere for UFO unrk."

How-to assure a successful LIFO-SAVE
conversion 13 UFO-SAVE methods,
layers, indexes, cost rules Disadvantages
of the specific goods method Who can
use the dollar-value method Why the
IRS prefers the double - extension method
The importance of selecting poolsand
items correctly Whether to choose
dollar -value index, link -chain method or
retail method How to insure a valid LIFO
election O Sample Form 970's Section
351/381 transactions How to avoid penetrating layers Latest conformity rules
Examine LIFO -$AVE free for 15
days. Call toll-free 800 -525 -0313.
Or mail the coupon below. Either way
you're protected byour guarantee of satisfaction. I f you are not convinced that
LIFO-SAVE is amazingly easy to implement, simply return the Manual within 15
days and pay nothing. Your total cost, if
you decide to keep LIFO -$AVE, is just
$249.00. This price includes a deluxe,
padded 3-ring binder for your implementation manual, tab- indexed for fast
reference, plusperiodic updates for a
fullyear.
1111h,

and

as

a revolutionary new system, reduces the
confusing complex ofoptions to a procedure you will follow quickly and
easily Use LIFO-SAVEto realize subtctantial
tax savings for large corporations and
smaller clients alike. In fact, the new ERTA
makes LIFO feasible and cost effective for
even the smallest company. LIFO-SAVE
will prove it,
Developed over five years by leading
tax authority Irving L Blackman, the
LIFO-SAVE implementation manual has
been acclaimed for its completeness, clarity and accuracy by 96.7% ofaccountants
surveyed who have used it... and adopted
the industry standard for the National
Automobile Dealers Association and the
National Wholesalers and Distributors
Association, covering over 400,000 businesses. And all procedures in the manual
are IRS approved.
In a recent buyers' survey conducted
by an American Express subsidiary, accountants' comments were overwhelmingly
favorable to the LIFO -$AVE manual. "The

Here's a
partial
list of
what's
covered
in the
man ual.
pools,

You unuld put your clients on LIFO if you
could —and nowyou can! Yes, LIFO-SAVE,

ccc I
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Institute
of Management
Accounting
James Bulloch, Editor

Hints on How to Prepare
for the CMA Exam ination
A common question often asked of the Institute
of Management Accounting staff is, "What is
the best method to study for the CMA examination?" There is no one "best" method for everyone because of differences in educational
background, work experiences, age, and study
habits. However, each candidate can design an
effective study plan. The Institute suggests the
following procedure to help a candidate prepare for the CMA examination.
Review Content and Format
The first step in preparing for the CMA examination is to become familiar with the content
and format of the examination. The CMA program announcement published by the Institute
outlines the content of the five -part examination. The outline for each part should be reviewed and compared to the respective parts
of several prior examinations. This review
should provide a candidate with a good idea of
the topical coverage of each part of the examination. The candidate must have a good perspective of which topics are likely to appear on
each part and which topics are most popular,
i.e., which have appeared on more than one
examination.
A great deal can be learned about the format
while reviewing the content. The format usually
consists of a set of required questions (normally four or five) and a set of optional questions
( e.g., the candidate is asked to answer two of
three questions). The examination includes
multiple choice questions, essay questions that
cover general topics as well as specific situations, and numerical problems. By becoming familiar with content and format, the candidate
will be able to determine the most effective order in which to answer the questions.
64

Conduct a Self-Assessment
Next the candidate should conduct a self assessment of his /her knowledge of the topics
covered on the CMA examination. As the candidate reviews the content of each part, he or
she can reach a conclusion regarding how
much study will be needed to be devoted to
each topic, i.e., will a cursory review suffice or
will in -depth study be needed?
Develop a Study Plan
Following the self- assessment study methods should be selected and good study habits
need to be developed. Several study methods
that can be used individually or in combination
include:
•
•
•
•

self study
group study with other candidates
organized review courses
purchased home study courses.

The method or methods selected depend upon
the degree of preparation needed and the discipline each candidate desires. The methods
may also differ for each part of the exam.
For instance, a self -study program may be
adequate for topics only requiring a general review. With a group study program, each individual in the group could be assigned to present a
topic to the group. This can be an excellent
learning technique if each person is dedicated
to the task. The organized review course offered by a college or university (sometimes in
conjunction with a local NAA Chapter or Council) is probably best for those people who have
been out of school for an extended period or
who need the discipline provided by a structured course offered at a set time. The home
study course permits a candidate to have a
structured course without attending a formal
classroom review course.
Once the candidate has decided upon the
method or methods of study, good study habits
must be developed. A few hours set aside each
week for several months prior to the examination provide a much better learning experience
than "cramming" just prior to the examination.
Each study session should be limited to a particular topic. Once the concepts for a topic
have been reviewed and /or learned, the candidate should select one or more questions on
that topic from prior examinations and attempt
to answer them under examination conditions,
i.e., read, analyze, and write the answer in the
allotted time period. The candidate should then
compare answers with the unofficial answers
published by the Institute. Solving questions
from prior examinations is an excellent way to
practice for the real examination.
►►
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Study Aids
A number of study aids exist to help
candidates in their preparation and
study. The past examinations and unofficial answers are published in
booklet form and are available from
either the IMA or NAA. In addition, a
suggested reading list for each part of
the examination and a list of review
and home study courses are provided
to all candidates requesting information. There are two review manuals
specifically written for the CMA examination— Certificate in Management
Accounting Review in six volumes
edited by Grant Newton, CMA, published by Harper & Row ( New York) ,
and CMA Examination Review by Irvin
N. Gleim, CMA, published by Accounting Publications, Inc. (Gainesville, Fla.) .
For more information regarding the
CMA program, write or call: Institute
of Management Accounting, 570 City
Center Building, Ann Arbor, Michigan
48104, ( 313) 662 -1986.
O
Karl E. Reichardt,
CMA Manager — Examinations
Institute of Management Accounting
Ann Arbor, Mich.

LETTERS
20 11
institutions will join us in teaching the
"Accountants' ABCs." Perhaps then
can we begin to eradicate obscurity
from business communications.
W. Thomas Lin, CMA
Associate Professor of Accounting
University of Southern California
Los Angeles, Calif.
Oh Come Now, Mr. Shultis
Your "Opinion" column in the December 1981 issue is just the type of overreaction that other disciplines have come
to expect from a management accountant. You have decided to protect the
honor of management accountants by
making a rebuttal to one Tim McEneny
and his recently published book, Up the
Manufacturing Organization.
To begin with, how can you feel justified in making any response without
first reading the book you are condemnMANAGEMENT ACCOUNTING/ MARCH 1982

ing? Your action recalls to mind the
sound and fury ignited when excerpts of
Jack Tatum's book, They Call Me Assasin were released. Hundreds of journalists across the country decried Mr. Tatum's use of violence in his pursuit of
intimidating opposing receivers. If those
journalists had bothered to wait and
read the book, they would have discovered a chapter devoted to controlling violence in football.
Second, your response now gives Mr.
McEneny's book automatic credibility.
Given the defensive tone of your editorial, many people will now read his book
not with a "prove it to me" attitude, but
with the feeling that there must be some
substance to what he is saying. By quoting liberally from the book, you are only
whetting the appetite of any potential
reader in sympathy with Mr. McEneny's view.
In my opinion, you do a great disservice to the management accountant
with your editorial. As executive director of the NAA, your opinions command a great deal of attention. Surely
more care can be exercised in dispersing
that opinion.
Robert F. Kristen, Jr.
Cost Accounting Supervisor
C.R. Bard, Inc.
Berkeley Heights, N.J.

and varying degrees of risk.
It is not my intention to try to address each of his points, other than to
say that when I pu t on my investor's
hat, I look to consolidated statements to
give me information in a single unit of
measure that represents the totality of
the entity in which I have invested. I
would not know how to handle an annual report which included umpteen
separate financial statements in umpteen different currencies prepared using
umpteen different accounting principles.
I muse: depend on the management, the
management accountants and the attestors to assure me that appropriate accounting procedures have been followed
so as to provide useful consolidated
data.
I further depend on management to
provide me with other information such
as explanations or "warnings" if there is
something about the past or future operations of one or more foreign subsidiaries that may significantly affect the
prospe, .-ts of my investment. Such comments by management might deal with
local inflation, the stability or instability
of the local economy and government,
changes in the posture of the local labor
unions, and the like. In other words, as
an investor, I do not expect all of my
information to come from financial
statements.
As for variations in standards of fiWhat Reflects Economic Reality?
nancial accounting in different countries, Mr. Schweikart is correct. There
If James A. Schweikart's proposal that exists many such differences. In my forconsolidation of foreign subsidiaries mer career as controller of a company
must end (MANAGEMENT ACCOUNT- which began consolidating foreign subING,Aug. '81) had been adopted a few sidiaries; soon after my appointment, I
years ago, the accounting profession learned of these differences firsthand.
and the Financial Accounting Stan- Neither management nor investor /creddards Board (FASB) might have been itor purposes are well - served by trying
spared much grief and gnashing of teeth to consolidate the translated accounts
as they frustratingly sought a transla- for British, French, and Mexican operation approach which might better reflect tions with the accounts of an American
"economic reality."
parent company when each set of acMr. Schweikart's proposal seems to counts is prepared using different acbe based on the premise that consolida- counting principles.
tion is a process of combining accounts
Our conclusion was that the accounts
which are measured best using the ac- of each foreign subsidiary needed to be
counting principles required or permit- adjusted to a common denominator beted in the economic environment of the fore being translated and consolidated.
country in which the foreign operation The common denominator selected, of
exists. Alternatively, Mr. Schweikart course, was U.S. GAAP as adopted by
believes that keeping two sets of records the pare:zt company. In many instances
"... is cumbersome at best." He also in- it was fund that a selected U.S. actroduces the problems of relative values counting principle was acceptable under
of similar assets in different countries
► ►71
65

SMALL BUSINESS

tion as any other. And we must constantly work to keep them that way.
However, let's not butcher our Bylaws, clobber our Constitution or mangle our manuscripts with these artificial distinctions of language. Were it
our choice, "he" it would be. "Mankind" it would be. Neither connotes
any bias. Let the chips fall.

2244
most disappear. Sound inviting? The
Japanese have found that employing
robots, especially in factories, have
made these dreams come true. According to an article in The New York
Times Magazine ( Jan. 10, 1982) , robots are compensating for a severe
labor shortage in Japan and are rescuing small businesses which are in
the bottom two - thirds of Japan's economic pyramid.

MAP
844
superseded by the release. The answers to the questions represent the
current thinking by the Division of
Corporation Finance about disclosure
of management remuneration.
In another action, the Commission
is soliciting comments on an integrated disclosure system for foreign private issuers, i.e., foreign companies
that wish to sell their securities in the
United States. The system is patterned after the one proposed earlier
for domestic issuers. The proposed
rules would integrate information
made available in a public offering
with information required for continu-

OPINION
644
the editors of all similar publications, will not be cowed into
making a capricious change in
usage. Those who exclude
themselves when the generic
'he' is used may do so at their
own pleasure."
We should be proud that our profession and our Association are probably as free from bias and discrimina-

ous reporting so as to avoid duplication and reduce costs of compliance.
March 31 is the deadline.

MAP Committee Speaks Out
Following are subjects about which
NAA's Management Accounting Practices Committee commented recently:
FASB—Accounting for the Sale or
Purchase of Tax Benefits Through
Tax Leases; Applicability of FAS No.
32 to AICPA Statements of Position
and Accounting and Auditing Guides;
Capitalization of Interest Cost re Investments Carried on Equity Basis.
SEC — Exemption of Small Issuers
from Reporting and Registration Requirements of 1934 Act: Rescission of
Rule Requiring Disclosure of Non -Audit Services Performed by Public Accountants; Codification and Clarification of Rules Regarding Preparation
and Presentation of Pro Forma Financial Information. For copies of letters,
write to Ms. Rosemarie Coppola at
the national office.
_.
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to identify benefits in the categories
outlined above. In the first two categories, those isolating monetary benefits, the users identified monetary
benefits which exceeded costs by
400 %. There were also of significant
benefits in the latter two categories.
How many expenditures in your organization present a return of at least
400 %? Here's how to find out:
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The cost of calling city to city needn't
put you in a state of shock. Whether you
transmit voice, data or facsimile, we could
cut your company's long- distance phone
bill 40 %. With no capital investment or
change in equipment. Contact Walt Pioli.
RCA Americom,400 College Road East,
Princeton. NJ 08540. (609) 734 -4300
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Data Sheet

20 -23. Any member whose company is interested in participating in this research project
should contact Alfred M. King, managing director of professional servicos, (212) 754 -9788.

Robert F. Randall, Editor

Business Booms for Economy Watchers

Mexico City Plays Host to Accountants
The XII International Congress of Accountants
will be held in Mexico City, October 10 -13,
1982. The theme of this conference is "The Accounting Profession: Leadership Opportunities
in a Changing World." Sponsored by the International Federation of Accountants (IFAC),
the Congress features a technical program
structured around four study groups: accounting principles, auditing, management accounting, and education of the accountant. In addition, sessions will be held on the topics "The
Image of the Accountant Before Society" and
"What Can the Accounting Profession Do for
Government ?" Topics in the management accounting area include "The Management Accountant— Interf acing with External Auditor,"
"Effect of Computer Technology on Management Accounting with Particular Reference to
Micro and Mini Process Technology," and
"Management Accountants' Leadership Responsibilities to Society." For further information and registration materials, write NAA Executive Director R. L. Shultis, 919 Third Ave., New
York, N.Y. 10022.

NAA and Physical Distribution
Management
In conjunction with the National Council on
Physical Distribution Management, NAA is conducting a research project designed to lead to
the development of charts of account for manufacturing and merchandising companies in the
areas of transportation, warehousing, order
processing, and customer service. This detailed information should provide input for preparing good standard cost and budget controls.
A contract for the first phase of the research,
which will deal only with transportation cost
control, has been signed with Ernst & Whinney
in conjunction with Cleveland Consulting Associates, a firm specializing in transportation cost
control. The preliminary results of this project
will be disclosed at a concurrent session at the
Annual Conference in Washington, D.C., June
MANAGEMENT ACCOUNTING /MARCH 1982

In the Conference Board':; latest budget analysis, it projects a record fis :al 1982 budget deficit of $95 billion and poirr:s out that the toughest tests are still ahead fo, the Administration's
economic program. Even if the long- awaited investment boom occurs, "private- sector financing needs will clash head -on with huge federal
budget deficits and persistent monetary restraint," notes Michael E. Levy, the Board's
director of Economic Policy Research.... Investors may be paying too much attention to
economists and soothsayers and not enough
to the real signals, advises Frazier Evans, senior vice president of Colonial Management Associates, Inc., of Boston. He suggests watching
the degree of money stimulus in this cycle compared to past cycles ( less than past cycles) ;
the world money supply (slowing); labor costs
(slowing); costs of freely traded commodities
(down); and administration's program for investors ( reduced taxes) .

FASB Council Names 11)
Ten new members of the Financial Accounting
Standards Board Advisory Council have been
named, including Charles A. Bowsher, comptroller general of the U.S., and former SEC
Chairman Harold M. Williams. Others include
Robert E. Frazer, Dayton Flower & Light Co.;
Robert A. Mellin, Hood & Strong; Shaw Mudge,
Shaw Mudge & Co.; Dean P. Phypers, IBM;
James J. Quinn, Coopers & Lybrand; John A.
Robertson, United Virginia Bank; David Solo mons, The Wharton School, and George H.
Sorter, New York University. NAA Executive Director R. L. Shultis was reappointed.

Business /Accounting Briefs
Impending merger announcements are poorly
held secrets and insider trading abounds before the public disclosure, according to a study
conducted by Arthur J. Keown and John M.
Pinkerton, finance professor; at Virginia Polytechnic Institute. In a sample of 194 stocks of
companies whose takeovers were announced
in 1975 through 1978, the researchers found
that abnormal price rises beclan an average of
25 days before the announcements.
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People in the News
Promotions and New Positions
At General Tire & Rubber, Gerald H.
Knapp, Akron Cascade, has been promoted to systems audit manager, and
Charles Nagy is now cash and banking
manager.
Duane R. Wolter, Baton Rouge, has
been appointed vice president and corporate controller at H. J. Wilson Co.
At the Kellogg Co., James B. Hufnagel,
Battle Creek, has been named manager
of general accounting, U.S. food products division, and David E. Kinnisten,
chapter past president, is now director
ofcorporate accounting.
John H. Bruens, Blue Grass Area, has
been named controller and treasurer of
Energy Coal Corp.
Steve Joyce, Boise, has been admitted
into the partnership of R. Jay Lloyd,
Chartered; the firm's new name is Lloyd
& Joyce Chartered. , .. Lavina Pratt is

Charlotte, N. C, Mayor Eddie Knox proclaimed the week of October 1925, 1981, as National Association of Accountants week to kick off a Red
Cross blood drive sponsored by two NAA chapters and to celebrate the
tenth anniversary of the Charlotte Blue and Charlotte Gold Chapters.
Shown are (I -r) Charlotte Gold President Betty Hunter, Mayor Eddie
Knox, and Charlotte Blue President Bill Serenius.

now an account executive with Dean
Witter Reynolds, Inc.
Charles E. Koski, Bridgeport, is now
with General Electric Co. as manager of
general accounting.

reliable:
Successful recruiters
have a history of
professionalism
and integrity.
Their credibility
is evidenced
by the caliber
of their clientele.

The Foster McKay Group
535 Fifth Avenue, New York, NY 10017
30 Vreeland Road, Fl orham Park, NJ 07932
1275 Summer Street, Stamford, CT 06905
3255 Wilshire Blvd. l.os Angeles, CA 9W10

Specialists to Financial Recruitm ent
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James F. Kuchta, Buffalo, is now assistant comptroller at F.N. Burt Co., Inc.
. . . Stephen S. Palmeri has been elected
treasurer of Ralph Turgeon, Inc. . . .
Linda Rader has been admitted into the
partnership ofHarry Lewis Stone & Co.
Michael E. Miller, Calumet, has been
appointed controller ofSt. Regis' laminated and coated products division.
James D. Price, Catawba valley, has
been named assistant controller of Regal Manufacturing Co. . . . James C.
Rudolph is now controller of Valdese
Manufacturing Co.
At BarclaysAmerican Corp., H. Barry
Berlin, Charlotte Blue, was named director of corporate taxes, and Betty B.
Trautwein was promoted to director of
corporate analysis.
Tom G. Thornburg, Charlotte Gold, has
joined Carolina Controls Co_ as vice
president of finance,
John L. Montgomery, Chicago, has

been elected to the board of directors of
Peat, Marwick, Mitchell & Co. He is
principal in charge of the Chicago management consulting department.
Anthony M. Kozak, Cleveland, has been
elected vice president - controller of
Management Recruiters International.
Dudley R. Banner, Colorado Springs Pueblo, has been appointed vice president of finance and administration at
Maxcor Manufacturing, Inc. . . . J o h n
Carter is now loan officer at the First
National Bank of Colorado Springs....
Alan R. Tefft has been promoted to
manager- finance and administrative
services at the Timken Co.'s Colorado
Springs Rock Bit Plant.
Larry C. Lawrence, Columbia, is now
senior EDP analyst at Bankers Trust_
Susan E. Bailey, Connecticut Gateway,
is now district administrator of the support entitlement program at Wang Laboratories.
Steven J. Grudzinski, Cuyahoga Valley,
has been appointed controller of Chem trol C o. .. . Dennis L. Riedinger is now
cost accounting manager for the engineered polymer products division of Eato n Co rp .. .. Charles P. Tushar is now
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controller of Oak Rubber Co
Gregory J. Stratis, Dayton, is now manager of accounting for the Dayton Scale
Plant of Hobart Corp.
Frank C. Lordi, CMA, Delaware County Pennsylvania, has been promoted to
associate professor of accounting at
Widener University.
N. Fred Holan, Des Moines, has been
appointed assistant secretary- treasurer
and comptroller of Economy Forms
Corp.
Dinesh Bhatt, Detroit, has been appointed vice president, controller's group, at
Michigan National Bank.... Robert E.
Jacob, CMA, has been named controller of Family and Neighborhood Servi c es . . . . Robert V. Yeo, Jr. has been
appointed to the board of directors of
the Continental Management Co.
Dwight C. Moreland, Diablo Valley, has
been promoted to general accounting
manager at Airco Temescal.

past president, has joined General
Building Products Corp., Medford,
N.Y., as controller.

has been elected secretary and treasurer
of American Fan Co.

Chemical Division.

J . Robert Wilkinson, New York, has
joined Transway International Corp. as
vice president and controller.

Justin D. Crosslin , Nashville - Capital
Ronald E. Jennette, Louisville, has been City, has been admitted into the partpromoted to inventory coordinator and nership of Ernst & Whinney.
assistant controller at Edgcomb Metals.
John W . Herbert , New Hampshire, is
Gregory I. Kieson, Madison, has been now chief of the bureau of accounting
named director of finance for the Latin for the New Hampshire Division of
American operations of Rayovac Corp. Welfare.
... Patrick A. Sullivan has joined UniPaul W . Stetson , New Haven, is now
versal Electric as accounting analysis
controller of KAMEI U.S.A., Inc.
manager.
Dennis E. Zavada, New Jersey Meadow.
William L. Sachs, Memphis, has been
lands, has been appointed assistant conappointed vice president— administration at Witco Chemical Corp.'s Humko troller of Witco Chemical Corp.

At Raytheon Mfg. Co., Frederick J .
Cronin, Merrimack valley, has been
named TGDS business manager; Donald L. Goodwin is now operations manager, Patriot Program; Richard K. Kinsella has been promoted to budgets and
planning manager, missile systems division; and Cathy A. Kurpiel is now IPF
business manager, Patriot Program.

Henry H. Owen, CMA, Elkhart Area,
has been promoted to controller of
Donald L. Hillman , Miami Valley Ohio,
Miles pharmaceutical division.
Greg M. Donald, Elmira Area, has been
promoted to assistant plant controller
for Corning Glass Works.

your own practice!

We'll send you The Book
on how and why. Free!

Joyce M. Dixon, Hampton Roads, has
been promoted to assistant investment
officer at Virginia National Bank.

Programmed for Success is the name — and it has all
the facts, figures and background data compiled by
COMPREHENSIVE,"' the nation's largest franchisor of
monthly bookkeeping, accounting and tax services for
small and medium -sized businesses of all kinds. If you
want to work for yourself, be your own boss, and have
the security of being backed by experienced profes•
sionals, contact COMPREHENSIVE today.

Paul A. Fatula, Harrisburg, has joined
Sheraton Inn -East as controller.
Jack B. Newton, Hartford, has been
named executive vice president of Hancock- Gross, a Stanley Hardware business.

Mvwhere in the continental U.S.
In Ilinois. call Collect (312) 898.6868
aaala
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Robert O. Mayer, Long Island - Suffolk
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Call S. A. Kucera
Toll free (800) 323 -9000

James H. Matsuwaki, Hawaii, has been
named assistant treasurer of Hawaiian
Trust Co., Ltd.

Robert G. Serafin, Lehigh Valley, has
been named controller of the turbo division of Ingersoll -Rand Co.

Willia m D. K autz, Northern Wisconsin,
has been appointed controller of Central
Paper Co.

Accountants: Start

Doris J . Hutch , Greater Youngstown
Area, has been named assistant controller at PepsiCo.

Wayne L. Hart, Kansas City, has been
appointed senior vice president —business manager at Brewer Advertising
Inc., a subsidiary of Young & Rubicam.

Jan et L. Fowler, North Alabama, has
been elected vice president and cor porate controller of Central Dynam ics
Corp. of M ahwa h, N. J., a nd its Am erican Data Division in Hu ntsville, Ala.

2 1 1 1 Comp rehensive Drive, Auro ra. Illinois 67 507
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• Intensive. thorough preparation
for the June'$2 exam.
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and the grindstone, where you
can study without distraction.

Limited enrollment!
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joined Brown -Boveri Electric Inc. power system division as director of finance
and administration.
Alexander F. Manzo, Princeton, has
been promoted to controller of Tube
Sales.
Warren N. Dannenburg, Richmond Lee,
has been named finance manager —support groups at Philip Morris.... Ronald E. Magnuson is now corporate manager of financial planning at Whittaker
General Medical. ... At Virginia Savings & Loan Assn., Christopher S. Reddick has been appointed controller, and
Thomas R. Thornton, Jr. has been
named assistant controller.
William G. Jameson, Rochester, has
been named group controller for Sybron
Laboratory Products Group.... Robert
E. Reilly is now accounting manager
for the Soflens Division of Bausch and
Lomb.

Professional Devefopment Institute
North Texas StateUmversny
P O. Box 13188, NT Station
Denton, Texas 76203 -3288
(817) 7887483 (2141267-5671
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William W. Weide, Orange County, has
been named vice chairman of the board
of directors of Fleetwood Enterprises.
James Krellner, Pennsylvania Northwest, has been promoted to manager —
plant accounting at Airco Carbon.
Sam W. Fleming, Peoria, has been promoted to manager of product costs in
the cost and investment analysis division of Caterpillar Tractor Co.'s accounting general office. . . . Merle E.
Giles has been elected vice president of
Sheridan Bank of Peoria.... Thomas E.
Larson is now accounting manager of
State Farm Insurance Co.'s southern regional office.
Charles G. Kennedy, Piedmont -High
Point, has been recently appointed assistant secretary and treasurer of Henley Paper Co.
Paul D. McNeill, Piedmont Winston Salem, has been named director of business affairs with Summit Road of North
Carolina (WSJS /WTQR), a subsidiary
of Summit Communications, Inc.
Danial E. Fortney, Pittsburgh, has
70

FOWLER
Norll7 Alabama

counting officer at the Ohio Citizens
Bank.
Denton L. Kanouff, Valley Forge past
president and current national director,
has joined Norcross Rust Craft, Inc., as
executive vice president.
Walter M. Horvay, Waterbury, has been
named controller of Ailing- Lander.
David E. Hoy, Waukesha Area, has
joined Management Recruiters as an executive recruiter and certified personnel
consultant.
Arthur A. Boston, Jr., West Central
Ohio, has joined Johnson Manufacturing Co. as divisional controller.
Philip D. Brown, CMA, Western
Wayne, has been appointed administrator of tax automation at Burroughs
Corp.
William J. Herbert, Westmoreland
County, has been named controller of
Jeannette Corp.'s Jeannette Glassware
Co. and Old Harbor Candle Co.
Grover C. Murray, Worcester Area past
president, has been elected second vice
president, corporate accounting, at
State Mutual Life Assurance Co. of
America.

KANOLIFF
Valley Forge

Timothy R. Shirley, CMA, San Antonio, has established CCS Inc., which
specializes in computer- information
services and sponsors SOFSEARCH,
the first subscription software locater
service.
John E. Slaughter, St. Paul past president, has been promoted to director,
freight claim accounting, for Burlington
Northern Railroad Co.
Chris F. Halpin, Syracuse, has been
named operations analyst for crop services at Agway, Inc. ..William F . Patrick is now assistant controller at Syracuse University. ...Gordon B. Shank
has been named plant controller at the
Nabisco Montezuma plant.
Al M. Negrin, Toledo, has been appointed vice president, treasurer and director of Centre Supermarkets Inc... .
Joseph W. Rossler has been named an
associate administrator at St. Francis
Rehabilitation Hospital and Nursing
Home.... K erry L. Vandock is now ac-

Organization Service
Robert E. Gordon, Peoria, vice president of Barber, Potts & Co., has been
appointed city treasurer and budget officer by the City Council of Washington,
Ill.
Dale E. Siler, CMA, Pomona Valley -Inland Empire, has been appointed director of the planning commission of the
City of Pomona.

Emeritus Life Associates
Robert W. Arnold, South Birmingham
past president, past national director,
1965 -67; past national vice president,
1967 -68. Stuart Cameron McLeod Society.
Donald L. Baerman, Miami Valley
Ohio.
Robert J. Beatty, Trenton past president,
Howard C. Britigan, Minneapolis Viking.
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Harry Brubeck, Evansville past president.
Marvin E. Bueche, Chicago.
Bette A. Carleton, Massachusetts North
Shore past president.
Irving K. Christiansen, Northern Wisconsin.
Stanley C. Crump, Rochester.
Rita B. Denman, Dallas.
S. B. DePree, Denver past president.
Walter Eddy, Detroit.
Eugene L. Eiler, Cincinnati.
Frederick H. Eldridge, Worcester Area.
C. L. Elliott, Oakland -East Bay.
G. L. Engle, Minneapolis Northstar.
James Evans, Syracuse past president;
past national director, 1968 -70.
Melvin C. Flailing, Lansing- Jackson.
W. J. Flanagan, Elmira Area past president; past national director, 1967 -69.
C. J. Fredricksen, Harrisburg Area.
Russell N. Gomez, New Orleans.
Richard C. Grant, Sr., Chattanooga
past president; past national director,
1967 -69.
John Graves, Montgomery.
William H. Henderson, Bridgeport.
Alice M.W. Jansen, Salinas Valley Monterey Peninsula.
George Johnson, Connecticut Gateway.
Norman Mangel, New York.
Edwin W. Manktelow, Elmira Area
past president; past national director,
1971 -73. SCMS,
Paul A. Martin, Merrimack Valley.
Walter L. McIntosh, Member -at- Large,
USA.
J. Franklin S. McMullan, Tucson.
Walter S. Mello, Hawaii.
Willis M. Mohn, Delaware past president.
Clayton W. Mossman, Cedar Rapids
past president.
William C. Murray, Palm Beach Area.
Donald E. Nelson, Des Moines
Kathryn E. O'Connor, Illowa.
Lowell K. Oliphant, Member -at- Large,
USA; Mid - Hudson past president.
SCMS.
Paul N. Peters, Upper Finger Lakes
past president.
W. C. Rahiser, Butler Area past president.
John D. Rewey, St. Paul past president.
Josephine W. Sutherland, Louisville
past president.
Oscar J. Swaya, Toledo.
Warren J. Taff, Sacramento.
James T. Vickrey, Los Angeles.
Paul K. Voskuil, Member -at- Large.
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Anthony F. Walter, South Jersey,
Frank J. Werkowitch, Kansas City.
Warren H. Wiethop, St. Louis.

In Memoriam
Charles Adams, 54, Philadelphia, 1967.
K. C. Bateman, 74, Pomona Valley -Inland Empire, 1953, Emeritus Life Associate.
Robert Bobrow, 79, Tucson, 1959,
ELA.
George L. Boyd, 67, Albuquerque past
president, 1949, past national director,
1979 -81. SCMS,
Betty J. Carnes, 37, Oakland -East Bay,
1981.
Robert M. Fenske, 62, Indianapolis,
1954.
Joseph D. Flynn, 62, Westmoreland
County, 1967.
Robert P. Garic, 56, New Orleans, 1962.
M. T. Klevering, 70, Muskegon, 1951,
ELA.
John W. Kulpa, 50, Central Arkansas,
1969.
Cathy A. Kurilla, 23, Morristown, 1981.
W. O. Randall, 71, York, 1953, ELA.
C. E. Sivadie, Jr., 79, St. Louis, 1971.
Earle H. Taylor, 83, Toledo, 1927, .
ELA.
Bron Zamrok, Jr., 59, Morristown past
president, past national director, 196567; past national vice president, 196768. SCMS,

LETTERS
65 44
the local country's standards, and, when
this was true, the foreign subsidiary
adopted that principle in its books of
original entry. In the instances where
this was prohibited under local rules,
"consolidating adjusting entries" were
made prior to preparing the statements
which were to be translated and consolidated.
It would be dishonest to say that adjusting foreign subsidiary accounts to a
U.S. GAAP basis was done without
cost. In our judgment, the cost was justified because we believed management
and outside users could not understand
and interpret information that was developed using various different financial
accounting principles. By utilizing modern data processing equipment, the

;standardized
AuditWork
Sheets

Ready to be taken into the field,
after filling a few spaces.
C101, 14 Inch Set

$1415

C101 A, 11 Inch Set
$14.75
(the cost is nominal, compared with the saying in pro•
programming, field work, supervision, review and the
report work. Ideal (with " Oueshonnaue re Preparing for
the Audit" C106, $2.95) for reducing the audit costs.
THE CANADIAN C.A.: 'reflects years of experience
In carrying out and supervising audit work. "
THE AUSTRALIAN C.A.: "Of the greatest possible
utility"
THE ACCOUNTANT LONDON: 'The application of
wide experience to a highly systemized basis."
All price:; F.O.B. Thiensville, and subject to change
without rohce. Regular surface postage paid on cash
orders. A,1d 4% sales tax, it shipment is to Wisconsin.
Also write for price list of the individual sheets and other
material for practicing accountants, including other
important ways to reduce audit costs and the cost of
operating the accounting department of the average
business.
All matendl by Frederick Staples, C.P.A. Member of
American nstitute of CPAs., National Association of Ac•
countanis and American Accounting Association.

THE COUNTING HOUSE
PUBLISHING CO.
178 SOUTHMAIN STREET
THIENSYILLE, WISCONSIN, U.S.A. 53092

costs of adjustments were not large.
The utopian condition of having universal standards of financial accounting
is not likely to occur in the foreseeable
future, but on the other hand, consolidating accounts maintained under different secs of accounting principles
seems unthinkable.
Robert A. Morgan
Financial Accounting Standards Board
Stamford, Conn.

Thank You, NAA
I just want,:d you to know that over the
years my 14AA membership has come
to mean a great deal to me. The friendships that have been developed will always be on my mind.
The technical offerings from services,
publications and meetings did much to
contribute to my professional efficiency,
and last, bur not least, my years of service on the boards of the local chapters
resulted in a rich, personal growth and
development.
Norm Henning
Rochester, Minn.
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Some people need a drink to
do it.
Others toy with the idea for
months before they get up the
courage.
But you can take a lot of pain
out of the experience.
With the techniques Robert
Half reveals in his new 16 -page
booklet, How To Hire Smart.
It tells you how to interview
How to hire.
How to fire.
Its condensed from Robert
Half's 34 years of specialized experience in financial, accounting and
edp recruiting.
And it's yours free as soon as
you call anyone of the SO
Robert Half independently O f

owned and operated
offices (look in the white
pages for our number,
or simply fill in the coupon
below).
Meanwhile, here are a few
hints from the booklet.

Don't drag it out.
When you have to let somebody go, don't hem and haw. The
longer you wait to spring_ the news,
the tougher it gets.
Be super tactful. Do your
best to give an explanatioL 4 A I

person can live with. But by all
means be truthful.

The specialist for 34 years.
Robert Half invented the concept of specialized recruiting. Because a specialist does a better job.
His annual survey booklet has
become the standard guide of government and business —since 1950.
In fact,when a Senate Committee needed expert testimony on
recruiting practices in the accounting profession, they called him.
With SO offices in 3 countries,
the Robert Half organization is the
largest specialized recruiter —
which means we can give you the
best choice of first -rate
candidates.
So when you hire
somebody recommended by a Robert
Half office,you may
save yourself the
agony of firing.
P lea s e m ail me yo ur b o o klet Ho w T o Hir e S m art
(Mail this c oup on to Ro b ert Half Internatio nal, Inc . ,
P.O. Box 4157, NewYork, NY 10163.)
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