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"Five years ago, I got fed up with slaving for a
salary.Now I'maComprehensive accountant, and I've
dmyincome!"—Joe Donahue, Denver, Colorado
more than tripled
I'm an accountant. And I'd
like to tell you about the
opportunities I found with
COMPREHENSIVE"
I always thought my career
choices as an accountant were
limited to heading for one of the
"Big 8" firms, getting lost in a
corporation, or going it alone. I'd
always wanted to own my own
practice, but working for
someone else meant I didn't
have that core group of clients
to get me started.
Then I read about
COMPREHENSNE'S nationwide
network of independent local
accountants. Local to let me
keep in touch with myself and
my market, and national to
provide all the back -up and
support I'd never have if I were
strictly on my own.
You might say COMPREHENSIVE
helps you be in business for
yourself without being in
business by yourself.

What is COMPREHENSIVE?
COMPREHENSIVE IS the nation's
largest franchisor of bookkeeping, accounting and tax
services, with more than 22,000
small business clients of all kinds
handled every month with a
system developed through 32
years of successful experience.
Over 300 independent
accountants utilize
COMPREHENSNE'S centralized
computer system to provide
monthly services to their clients.
Fast And with a lot fewer
headaches.
With COMPREHENSIVE. I'm
backed by a team skilled in
accounting systems, practice
management, sales and
marketing, taxes and more.
Plus a national advertising
program to attract and pre -sell
new clients.

How many clients?
By now, you've probably
found the average COMPRE
HENSIVE accountant has about
90 clients. That's right — 90
clients! And each one receives
close, prompt and personalized
monthly contact and service.
Many accountants in the
system have even more. In fact,
my own personal client list now
tops 190!

Joe Donahue, a
COMPREHENSIVEat abate
in Denver, Colorado

make a major decision —both
about my career and my life.

How do I do it? With our
exclusive system, it's really not
too difficult. And here's what I
give each and every client
every month:
• Operating statement for both
the current month and
year -to -date, with
percentages for both
• Complete bank
reconciliations
• All tax returns
• Itemized employee payroll
records
• Detailed supporting ledgers
by account for each item on
the operating statement
• Balance sheets as necessary

What happened?
I quit. And moved my family
to Colorado, where I hardly
knew a soul.
Most importantly, though, I
became a COMPREHENSIVE
affiliate and invested in my
future.
COMPREHENSIVE trained me to
use complete systems, from
marketing and sales through
production. The system is so
sound, it's almost incredible!
All the tools are there. You
don't have to be an inventor.
And I certainly don't consider
myself a super salesman. I'm
still nervous whenever I make a
new presentation.

What about money?
Before I became a
COMPREHENSIVE accountant, my
salary was $20,000. That was
five years ago, when I was 31. So
you know I'm not a remarkable
genius.
I'm not one of those Harvard
B- School types either. My
degree is from Mankato State
College in Minnesota. And
believe me, there were times I
thought I'd never get through. I
finally did, though, in 1967, and
went to work as an internal
auditor with Control Data.
Almost ten years and two
jobs later, I'd had it. I was tired
of slaving for a salary and going
nowhere. The time had come to

Back to money
In my first year, I attained 59
monthly small business clients
and was billing at an annualized
rate of over $5,500' a month.
By June, 1981, my client list
was up to 196 accounts, with
annualized billings of $34,900' a
month.
That means an annualized
gross of over $419,000' after
only five years.
Cash is important, and it has
to be there. But real success is
a lot more.
I'm my own boss. I work for
myself and own my own
practice. I'm building equity
for the future. And I have
employees who depend on me.
Best of all, I'm committed.
And I've proven a lot of things to
myself that I always dreamed
about.

'These sales, profits or
earnings are of a specific
franchise and should not be
considered as the actual or
potential sales, profits or
earnings that will be realized
by any other franchise. The
franchisor does not represent
that any franchisee can expect
to attain these sales, profits or
earnings. There are currently
274 acco untants in the
franchisor's Associate and
Affiliate Programs. MrDonahue is in the Affiliate
Program, which began in 1976.
Of all Affiliates in the program
who had completed at least
one full calendar year in
practice as of January 1, 1981,
9 of 58 individuals (or 16 %)
achieved annualized billings
in excess of $5,500 per month
during their first calendar year
in practice. Of the five
Affiliates in practice for at
least five years as of July,
1981, gross annualized
billings ranged from a low of
$153,092 to a high of Mr.
Donahue's $419,437 with a
median of $178,703.

Now what?
Obviously, you're not going to
rush out and Invest in becoming
a COMPREHENSIVE accountant
just on my say so.
So get the facts. Ask for
complete information on
earnings and profits of all
current COMPREHENSIVE
accountants, including me, Joe
Donahue. There's no obligation
—and it could be the most
important move you'll
ever make!
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Can you do as well as I did?
There are no guarantees. There
are certain statements, though,
required by the FTC and state
regulatory agencies. So here
they are:

Call R. J. Thomas
Toll free (800) 323 -9000

"w

Anywhere in the Continental U.S.
In Illinois, call collect (312) 898 -6868

I'd like to know more about my
' opportunities as a COMPREHENSIVE accountant'

,

Name
Address
City

'
State

Phone
(Best time to call)
' M a i l to: Comprehensive Accounting Corporation
2111 Comprehensive Drive
Aurora, Illinois 60507-1288

C O M P R E H E N S I V E . %•

The ritiht arm o-America's sll-iallLIt1S1I1CSScS.

'

Zip

'
MA
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MANAGEMENT
ACCOUNTING
You Can Call It Earnings, You Can Call It Income, or
&

Financial
Reporting
Disclosure

By Ray G. Jones, Jr.

...

16

In their use of terminology in financial statements, most companies prefer Statement of Income but approximately one -third use Statement of Earnings. Those reporting losses tend to
do it under Statement of Operations, suggests this review of current usage of accounting
terms. As for assets, liabilities and owners' equity, Balance Sheet is in first place, followed
by Statement of Financial Position, while Statement of Financial Condition comes in a poor
third.

Accounting for Interest and Long -Term Debt in an Inflationary
Period

26

By Dale Buckmaster and LeRoy Brooks
FAS No. 33 avoids any substantive statement about accounting for financial costs and longterm debt. What is the appropriate accounting for these items implied by the FASB statement on financial reporting and changing prices? What are the proper interest and long -term
debt measurement techniques for the two types of price- change accounting methods —historical cost /constant dollar accounting and replacement /current cost accounting?

Accounting for Unfunded Pension Costs

30

By Ara G. Volkan
If the FASB requires that unfunded pension costs be classified as liabilities, the results could
have a significant impact on corporate financial ratios and the economy as a whole. A survey of 387 companies illustrates what such a ruling would do to financial ratios.

What Should Banks Disclose?

39

By Edward C. Lawrence
Banks' disclosure policies are a sensitive issue because they can have a major impact on
the organization, unlike those of an industrial corporation. Bank managers should be more
cognizant of the investors' right to know and regulatory agencies should be more receptive
to the particular problems of the bank industry.

Management
Accounting
Issue

Small
Business

How Detroit Edison Improves Its Productivity

50

By Lloyd W. Coombe and Robert R. Densmore
An electric utility cannot raise prices without going through a protracted, rate - setting process, so it has a special incentive to improve productivity and keep down costs. To achieve
this objective, this utility has structured its entire organization to be innovative and cost effective by using the latest technology.

Modernizing a Laundry's Accounting System

55

By Lois A. Brozey
From initial frustration to final satisfaction, setting up a new accounting system for a laundry
and drycleaner —or any other business — involves numerous details that must be handled
properly to ensure the most efficient system is installed. Here are six basic steps which,
when followed, should result in a smooth- running accounting system any employee can
understand and use.
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Conferences

Regan, Moynihan, Crane, Kemp Featured at NAA Conference

60

The Secretary of the Treasury, a U.S. Senator and two U.S. Representatives will address
Annual Conference, June 20 -23.

FAS 52

66

The new foreign cu rrency standard, son of FAS No. 8, has not stilled all controversy, as
some applaud and others criticize at NAA's special one -day conference in New York

NAA
Report

Nominating Committee Report

Departments

President's Perspective

Nominees for 14 national officers and 65 directors are presented for election at the Annual
Meeting in Washington, D.C., June 21.

striving for professionalism

4

Opinion what is an accounting standard?

6

Management Accounting Practices MAP advisory panels

8

Management Information Systems MIS and the CMA exam

10

Letters to the Editor sexual discrimination is no joke

12

Data Sheet financial salaries rise 4.4%

22

Taxes 1977 corpo rate statistics available

24

Small Business managing your accounts payable

62

Institute of Management Accounting

64

In the Library

developing CMA questions

responsibility accounting and performance evaluation

76

People in the News Burton named at Columbia

80

New Products a lo ok at the marketplace

84

Index to Products and Services

84

Controllers—key corporate figures in today's rocky economy —speak out in the June
issue wh en gen eral man agers at Motorola's Semiconductor Group look at the role of the
controller and a division con troller at Joy Manufacturing assays the effects of a human resource program on his division's accounting department, am ong other thought - provoking
articles. Controlling spiraling health care costs is the theme for July. Also look for an evaluation of FAS No. 52, the new foreign currency translation standard, by ITT and E.I. duPont.
Nonp rofit accoun ting is the them e for the August issue, and September will focus on the
communication of financial information.
❑

Future
Issues

68

Cover: Photo Courtesy of Detroit Edison Company.
Views expressed herein are authors' and do not represent Association policy unless so stated. Quantity reprints of any articles in MANAGEMENT ACCOUNTING or back issues (subject to availability), may be
obtained from Special Order Dept., NAA, 919 3rd Ave., New York, N.Y. 10022.
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PRESIDENT'S PERSPECTIVE

MANAGEMENT
ACCOUNTING
(ISSN 0025 -1690)

Striving for Professionalism
For a n umb er of years, man y NAA members have tho ugh t t hat we
should strive for greater professionalism in the organization, which is a
worthwhile objective. We cannot proclaim professionalism; we can
only earn it. After the March Executive

Committee meeting, I suggested to the current vice presidents that we continue to
emphasize quality in the administration of
NAA
affairs, in our dealings with other orga%
*,��
nizations such as the Securities & Exchange Commission and the Financial Accounting Standards Board, and in our
education programs.
The nominees for national office attended the March Executive Committee meeting. There was also a special meeting that
was held for their benefit to help them understand the goals of the organization and
to set their goals for the forthcoming year. These goals are very much
in line with the direction the organization has been taking for the last
decade. I think the focus is becoming sharper and that by this summer
the incoming group will be well prepared to help guide NAA and the
A
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Management Accountant to a mutually beneficial future in keeping the
organization viable and responsive to the accounting needs of the
business enterprise.
This month your officers and directors are leading a series of Chapter Management Seminars throughout the country. The purpose of
these seminars is to acquaint incoming chapter officers and directors
with policy changes, discuss Association problems and plans, and give
chapter officers and directors an opportunity to exchange ideas on
how to improve services to the membership. I encourage all those who
will be active in chapter affairs to participate in the Chapter Management Seminars.
For those who have attended the seminars, please give me or your
vice presidents your suggestions for any improvements that we may
incorporate into next year's program.
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Peace of mind.

to develop similar software from scratch.

You see, QANTEL3 vert ical s oft ware packages
take the guesswork out of recommending the right
computer system. Each was designed for a specific
type of business. And dozens of firms have already
disc overed th ese systems are th e k ey to well managed growth and profits.
There's a package for elect ric al wholes alers.
Manufacturers. Hotels. Paper distributors, Shoe
stores. Food brokers. Retailers. Even professional
sports teams, to name a few. And we're adding new
packages all the time.
Point is, no matter which business
your client is in, our systems will solve
the problems that are unique to his
company, They'll do it without extensive modifications. And for a lot less
money than it would cost your client
'

niD

QANTEL
BUSINESS
COMPUTERS

a Mohawk Data Sciences Company

Equally important, your client won't outgrow his
QANTEL system a few months after he installs it,
Because the hardware and software are modular,
th ey c an be exp an d ed as you r c lient 's n eed s
expand. And every piece of equipment your client
acquires in the future will be fully compatible with his
initial system.
QANTEL vertical software packages. A package
solution to your client's dilemma that will also solve
yours. Return the coupon for more information, or
call your local QANTEL Distributor.
5 MA 82

Send me more information about your vertical software packages for my clients.
No me
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Address

City
'

II -

I

Zip

State
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Send to:
QANTEL 4142 Point Eden Way. Box 3517, Hayward. California 94545
- TWX:910
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Opinion
Robert L. Shultis

What Is an Accounting Standard?
Recently, we completed a post- meeting questionnaire, following the January 19th meeting of
the Financial Accounting Standards Advisory
Council. The questionnaire solicited the opinion
of Council members as to the importance and
urgency of various accounting issues before
the FASB and to be proposed for FASB action— accounting for income taxes, leases, inventories, fixed assets and depreciation among
others.
But there was another question the ultimate
answer to which could have a potentially greater impact on the accounting standard - setting
process than any of the others. That question
had to do with the relationship of FASB and the
AICPA's Accounting Standards Executive Committee (AcSec) in the standard - setting process.
It was a subject the Council wrestled with at
length at its January 19th meeting and one
which is sure to arise again —and again —and
again.
That is as it should be, at least until the relationship between the two groups is clearly defined and accepted by all concerned. Perhaps
a few thoughts on the subject might stimulate
further discussion which, in turn, may move us
toward some answers to this thorny question.
NAA members as management accountants
are, or should be, concerned over the debate
now going on. We —many of us, anyway —are
preparers of the financial statements and,
therefore, are one -third of the financial statement troika of preparer, auditor, user.
The Current Situation
The FASB is now generally recognized as
the authoritive financial accounting standard setting body in the United States. Surveys continue to indicate that its many constituencies
generally agree that the Board remains the
best solution to the problem. However, there
has been dissatisfaction with the progress, or
lack thereof, which the Board has made. While
6

measuring the Board's effectiveness in terms
of its output is hardly justified, a look at the
standards iss ued in 1981 is cert ain ly
illuminating.
There were nine. However, of those nine,
only one or two could really be considered of
general interest. Most of the rest were of concern to a specialized industry or to a limited audience. In addition, of course, there was some
progress on the Conceptual Framework Project
and several other discussion memoranda and
exposure drafts issued. But why were there not
more major statements issued, and why was
the Board's attention apparently concentrated
on issues of limited interest and importance
when there were several important projects delayed, postponed, or at least not completed?
Why, indeed? The rest of the equation may
help to identify the problem if not to solve it.
Largely in response to requests from practitioners, AcSec has requested FASB to act on
many emerging practice problems where it felt
that an authoritative pronouncement from the
FASB was needed. And the FASB, in its role as
the standard - setting body, is complying.
"Dancing the Fast Ones"
However, in any situation where there are
limited resources, as is the case with the FASB,
it b ecom es necessary t o " Danc e t he fast
ones." That is, to concentrate on the major issues, the important projects, the "fast ones,"
even if it might mean some of the others must
be postponed or ignored. Practicing the art of
calculated neglect is a valid management technique. The rebuttal to this implied criticism of
the FASB's priority setting procedures, of
course, is that it cannot, and should not, relinquish any of its standard - setting activities. If AcSec is filling up the pipeline, FASB has to empty it.
Here's the classic dilemma— damned if you
do and damned if you don't, In our letter to Paul
Kolton, chairman of FASAC, we suggested that
the solution to the problem might be in the definition of "standards." Should, for example, "Financial Reporting by Cable Television Companies" (FAS No. 51) be a standard, issued by
the FASB, or should it be in the nature of a
practice description issued under other auspices? We think the latter is more appropriate,
provided it does not violate existing standards
or currently existing GAAP. It should not be
called an "accounting standard" because it
seems to us to be more educational or informational in nature — something which would supply
helpful guidance to those needing it —but without the "force of law" which an FASB- issued
standard would have. Sound persuasive rea► ► 78
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Where the most important part of electronic banking isn't electronic.
What makes The Citi of Tomorrow so unique is the
people behind it. Some of the best qualified bankers
in the world ... Citibankers.
They've allowed us to develop the most advanced
electronic banking system available.
They're our account officers who can apply this
expertise to help your company.
They're also a staff of Citibank consultants who can
assist with your cash management problems today and
help you understand and cope with changes in the future.
As well as a team of service professionals who are
always there to work with your staff to bring
V1981 Citibank. N.A. Member FDIC

new efficiency and productivity to your back office.
And since our back office operation has gone
through an extensive trial-and-error period at our end,
you won't have to go through it at yours.
For some, the key to electronic banking is
technology_ At Citibank, the key is the people behind it.
For more information, call your account manager
or Robert Mendes, V.P., at (212) 5591980.

CIT /BAWD°
GLOBAL ELECTRONIC BANKING
The Citi of Tomorrow and Global Electronic Banking are service marks of Citibank, MA.

Management
Accounting
Practices
Louis Bisgay, Editor

MAP Advisory Panels
In February 1982, this column reported on the
establishment of two advisory panels that will
be reviewing draft statements prepared by the
Subcommittee on MAP Statement Promulgation. The initial appointees to both advisory
panels are:
NAA Chapter Representatives —Earl W. Mar son (Akron Summit); Gerald McCarley (Atlanta
North); Gerard H. Wheeler (Baltimore); Conrad
A. Giesler (Boise); Dr. Hans Klein (Boston);
Lawrence R. Van Deusen (Delaware); Terry
Lyle (Florida West Central); Robert A. Gwartney (Orange County); Donald E. Keller (Piedmont Winston - Salem); S. Herbert Rubin (Rochester); Robert E. Bennett (Rockford); Stanley P.
Vroman (St. Louis); W illiam B. Naruka (St.
Paul); Edgar M. Darnell (San Jose); Roland L.
Laing (South Central Indiana); Jim Toy (Spartanburg Area); Donald L. Wagner (Tulsa); Michael F. Primini (Waterbury).
Association Representatives — Willis Greer
and Gordon Shillinglaw (American Accounting
Association); Norbert W. Muench and Michael
H. Sutton (American Institute of CPAs); William
J. lhlanfeldt (American Petroleum Institute);
Richard Willet (Association of Government Accountants); Edward L. Summers (Federation of
Schools of Accountancy); Diana W. Kahn (Financial Accounting Standards Board); William
C. Norby (Financial Analysts Federation); Tom
H. Dodson, Jr_, Eugene H. Flegm, and Robert
C. Jones (Financial Executives Institute); Raymond J. Cisneros (Hospital Financial Management Association); Carl P. Ulstad (Institute of
Internal Auditors); Willis Smith (International
Accounting Standards Committee); John E. Bohan, CMA, Allan C. Crane, and John C. Macaulay, CMA (National Association of Accountants); Thomas B. Fauls (National Electrical
Manufacturers Association).
8

FASB Issues Two Standards
The Financial Accounting Standards Board issued Statement No. 55, thereby amending APB
Opinion No. 15 by replacing the bank prime interest rate with the average Aa corporate bond
yield as the benchmark interest rate in the cash
yield test for determining whether a convertible
security is regarded as a common stock equivalent in computing earnings per share. Adopted
in 1969 by the Accounting Principles Board, the
prime rate was considered a practicable and
simple criterion for determining a common
stock equivalent. The new Statement, "Determining Whether a Convertible Security is a
Common Stock Equivalent," recognizes that
the volatility in recent years of the prime rate
and the frequent instances of short-term interest rates exceeding long -term rates have
caused the prime rate to be of questionable
usefulness in determining common stock
equivalents.
Statement No. 56, "Designation of AICPA
Guide and Statement of Position (SOP) 81 -1 on
Contractor Accounting and SOP 81 -2 concerning Hospital - Related Organizations as Preferable for Purposes of Applying APB Opinion 20,"
specifies that the specialized accounting and
reporting principles and practices contained in
the guide and SOPs indicated are preferable
accounting principles for purposes of justifying
a change in accounting principles under APB
Opinion No. 20, "Accounting Changes." The
action is a first step in a process that ultimately
will lead to formal FASB accounting standards
for contractors and hospital foundations.

FASB on Pension Plans; Sinking Funds
In "Deferral of the Effective Date of Certain Accounting Requirements for Pension Plans of
State and Local Governmental Units,'' the
Board is proposing to defer the effective date
of Statement No. 35 for 18 months for plans
sponsored by state or local governments. The
deferral is timed to coincide with an expected
deferral by the National Council on Governmental Accounting of its Interpretation No. 4
(which also deals with retirement systems and
pension plans) pending resolution by a committee of the Financial Accounting Foundation of
how standards should be set for government related entities that are similar to entities in the
private sector.
Another proposed statement, "Extinguish ments of Debt Made to Satisfy Sinking -Fund
110-1110- 74
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of any one of these outstanding accounting boobs with membership in
the book club that thousands of accountants and controllers rely on
for the best in professional reading and reference

TheACCOUNTANTS and CONTROLLERS
BOOKCLUB
Yes, to welcome you to the Club, we're offering you
your ch oice of an y o ne o f t hes e to p cali bre boo ks.
Books typ ical of those th e Club offers mon th after
month —books that give you the know -how you need
to make it t o t he to p in profes sio nal s tand ing and
inco m e.
Jo in t h e a m b it io u s p r o f e s sio n a ls — j o in t h e A c c o u n -

tants' and Controllers' Book Club and build a career building library of outstanding books —top value
titles at lowest possible prices!

W hy YO U s hould j oin nowl
• BEST AND NEWEST BOOKS IN YOUR FIELD —Books a re
s e l e c t e d fr om a wi de ra nge o f p ub lis he rs by e xpe rt e d ito rs
and c ons ulta nts to give you c ontinuing a c c e ss to the be s t a nd
la te s t books in your fie ld.
• BIG SAVINGS —Build your library and s a ve mone y too! Sa vings ra nging up to 30% or more off publis he rs ' lis t pric e s —
usually 20°1 to 25%.
• BONUS BOOKS —You will imme d ia t e l y b e gin t o
pa rtic ipa te in our Bonus Book Pla n tha t a llows you

T AX IDEAS DES K BO O K By A lad ar o la a nd S . C . La mb ert , 582 254. 7
Pub. Pr., $34.95 Club Pr., $23.50
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Pub . P r.,

HANDBO O K O F MO DER N AC C O UNT I NG By S . David s o n and R . L.
Weil, 154/ 511 Pub. Pr. , $49.95 Club P r. , $37. 50
F IELD AUDIT O R ' S MANUAL AND G UIDE By S . R . No vak , 582093 -S
Pub. Pr., $49.50 Club Pr., $38.95
T H E C P A E XA M IN AT I O N T ex t , P r o b lem s , an d S o lu tio n s By A . N.
Mo s ic h and E . J. Lars en, 434/352 Pub . Pr., $3LS0 Club Pr., $24.95
C O NT R O LLER ' S H A N D B O O K Ed it e d b y S . R. G o o d ma n a nd J. S .
Reece, 787 /514 Pub. Pr., $35.00 Club Pr., $17.95
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• C O NVE NIE NC E -10 -1 2 t ime s a ye a r y ou re c e ive the C lub
Bulle tin FREE. It fu lly de s c ribe s the Ma in Se le c tion a nd a lte r na te s e le c t ions . A da te d Re p ly C a rd i s inc lu de d. If y ou
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Management
Information
Systems
Grover L. Porter, Editor

M I S a n d th e CM A Ex a m
Management information systems (MIS) is a
subject that is covered quite heavily on the
CMA examination. Part 5 of the exam is entitled
Decision Analysis, Including Modeling and Information Systems. Many types of questions
have appeared in this section of the exam, but
MIS questions have been asked more often
than any other subject. Perhaps because of
this emphasis, Part 5 has been the most difficult section for candidates to pass over the decade that the CMA exam has been offered. Approximately 44% of the candidates sitting for
Part 5 have passed. Unlike some other sections of the CMA exam, Part 5 requires an indepth knowledge on the part of the candidate.
The problems and questions in Part 5 of the
CMA exam can be grouped into six general categories: (1) Probability and Statistics, (2) Quantitative Methods, (3) Applied Finance, (4) Inventory Decisions, (5) Incremental Costing, and (6)
Management Information Systems. This categorization includes under MIS only those questions dealing with the flow of documents, flowcharting, int ernal c on trol, and comp ut er
terminology. Some people would probably also
include several of the topics listed under inventories and quantitative methods as technically
falling under the definition of MIS (for example,
queueing theory, inventory control, PERT,
CPM, and linear programming).
Even with this limited definition of MIS, the
subject has still been one of the most heavily
weighted subjects in Part 5 of the exam. The
overall average percentage of MIS questions
on the first fourteen CMA exams was 26.5 %.
When general MIS material is tested, the
questions are almost always multiple choice.
Essay questions are used to examine application to computer -based systems and to delve
into specific aspects of a particular system.
Here are two examples from the (June, 1978
exam):
10

1. Which of the following is not a general objective of all information systems?
a. A system should provide information
which is timely and relevant for decision making by management and operating personnel.
b. The output of a system should be highly accurate_
c. A system should have sufficient capacity to accomodate levels of normal
activity; any additional capacity proves
too costly in the long run.
d. A system should be as simple as permitted so that its structure and operation can be easily understood and its
procedures easily accomplished.
e. A system should be flexible to accomodate changes of a reasonable magnitude when required.
2. A systems survey is the process of obtaining an accurate perspective on the existing system in order to identify weaknesses that can be
corrected in the new system. Which of the following steps is not considered part of this system survey?
a. Interviews are conducted with operating people and managers.
b. The complete documentation of the
system is obtained and reviewed,
c. Measures of processing volume are
obtained for each operation.
d. Equipment sold by various computer
manufacturers is reviewed in terms of
capability, cost, and availability.
e. Work measurement studies are conducted to determine the time required
to complete various tasks or jobs.
The correct answer to the first question is
"c." The candidate after reading each alternative, should have come to the logical conclusion that either "c" or "e" was the right answer
because they are diametrically opposed to
each other. Carrying the logical thinking process one step further, it is rather obvious that a
system should be able to accommodate reasonable changes; otherwise, havoc would
ensue.
The solution to the second question is "d."
The other alternatives are all steps in a systems survey. Evaluating various types of equipment on the market, however, is not a part of
surveying a company's present system.
Computer -Based Systems
Many CMA questions have dealt with information systems design, and the majority of
these have involved computer -based systems.
Most of the computer questions have not been
► ► 74
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TO THE EDITOR

Sexual Discrimination Is No Joke
One does not have to be a "militant, unreasoning feminist " ( Opinion, March
'82) to appreciate and to be concerned
about sexual bias in the English language. The biases in our language are
not "artificial," and sexual discrimination is no joke.
The fact is, women who are excluded
from the language are excluded from its
meaning. When the Constitution gave
the right to vote to all men , it meant all
men. Women were not given that right
until 130 years later.
When " he" is assigned to a hypothetical accountant and "she" to his secretary, a real message is sent. The accountant is a man , the secretary a woman.
Must people accept this as a given? No.
Mr. Shultis states that he is proud
that the accounting profession is "probably as free from bias and discrimination as any other ." Does he know that
women earn an average of 52 cents for

every dollar a man earns in this country? Doesn ' t he feel a need to improve
this dreadful situation?
Discrimination and prejudice must be
reproved , and, certainly, maintenance
of the status quo and refusal to recognize unfair treat ment of women and
men in the English language are not the
answers.
L. C. Kaufman
Detroit, Mich.

No Person -u- scripts, Please
As early as October 1975, the National
Association of Parliamentarians decided
things had gone a bit too far when people began using the term " chairperson."
The NAP pointed out that the terms
"M i s t er" C h ai rman an d "M ad ame"
Chairman have always been used to differentiate between the sexes and that
further effort toward sex differentiation
was red u n d an t an d co n t ri ved . It

HCA, one of the world's leading health
care companies, is looking for several
bright, qualified controllers to take on
challenging responsibilities with our
growing company. We offer excellent career opportunity with upward mobility, an

you've been looking for! Candidates
must have one to two years experience in
hospital finance and an accounting degree. For immediate consideration, send
resume and salary requirements, in confidence, to Financial Recruitment, HCA,
attractive benefits package, a very com- One Park Plaza, Nashville, TN 37203.
petitive salary commensurate with experience and company -paid relocation.
Ar„erica� T' "01
And with over 350 hospitals nationwide,
we just might have the exact location
An Equal Opportunity Employer

HCA of
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promptly passed a resolution denouncing the use of " Chairperson" as not
even a word recognized by the dictionary. (Webster's New Collegiate Dictionary does list the word, but with no definition; it refers the reader to
"chairman. ")
Nonsensical gibberish , as Mr. Shultis
terms it ( "person -hole" for man -hole,
etc.) can be rather amusing, though. A
favori te of min e whil e s erving on a
chapter manuscript committee was, of
course, "person -u- script."
Alan F. Fletcher
Cedar Rapids, Iowa

Erasing Prejudices
I wish I could believe Robert L. Shultis
when he says that the English language
is not a barrier to success in the accounting profession (Opinion, March
'82). Even more do I wish I could believe that the battle of discrimination
against women seemingly has been won.
I don ' t know what studies Mr. Shultis
has read, but the information I see says
that women still are receiving less pay
for similar work than are men.
He does not convince me that it is
overzealous to try to avoid sex bias by
quoting a badly written sentence. "Even
in a first draft a writer should never
spell a word incorrectly because that
simply reinforces a bad habit " is a clear
sentence, with nary a "he" nor "she."
"Person- hour" sounds strange, but it
hardly is nonsensical . " Chairperson"
so u n ds s t ran ge t o o , es p eci al l y t h e
"chair" part : a human being referred to
as a p iece of fu rn itu re , particularly
when that human being most likely is
standing while all other participants in a
meeting are sitting.
A lot of language is habit and practice and custom. Much practice can assimilate new words into the language so
they no longer sound strange. All we
ask, Mr . Shultis, is a little thoughtful
consideration and not to be belittled by
suggesting that those of us who are concerned that our language grow to be
more inclu sive " pro babl y wo ul dn 't
make it to the top rungs " if nonsexist
10-00-14
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Like all McCormack & Dodge systems, HIR
PLUS is designed for the top companies in virtually
every major industry. Companies whose data processing departments face such demanding workloads that any system but the fastest and most
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is�payroll�—so�complete�a�system�it�encompasses
every state and county.
The other edge attacks personnel problems.
Internal education, skills information, performance and salary reviews, seniority programs,
hiring, recalls, job development... on and on, virtually ad infinitum. You adapt the system, put in values, and track as much or as little as you want to
track, for as long as you want to track it. The system is so flexible it defies the term "packaged
software" And any list of applications that would
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fit on this page is incomplete, A few of them are
benefits and OSHA tracking, minority quota monitoring, and updates of job applications and salaries.
In the wider sense, Human Resources at
McCormack & Dodge is something larger than
any product or system we offer. We see Human
Resources as real people. The technical support
teams and training specialists who work at
McCormack & Dodge.
Human Resources is why people who sit
down and talk to us do more than just talk. They
become customers,
We'd like to show you why.
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The best financial software. The best financial people.
(800) 343 -0325:
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tems, non -EDP managers, to increase
the effectiveness, efficiency and accuracy of office information processing ac12-44
tivities (manual and computer).
pronouns were accepted universally.
Unfortunately, too many managers
We'll make it to the top all right, and are leavi ng such matt ers en tirely to
we don't need to shed our concern for technicians and equipment vendors,
our sisters and our daughters to do so. with mixed results that the managers
Whatever we can do to erase conscious will have to find a way to live with. My
and unconsciou s preju dices against years of experience in MAS practice in
women, we shall do.
this area with a national accounting
Sarah S. Wright firm led me to write the book because I
Akron, Ohio
recognized the importance of user input
and —more important —user leadership
in improving office operations.
User Leadership Is Important
Management accountants at all levels
of a company should be concerned with
I was pleased to see President Scharffs this issue because office automation
comments in the February issue con- should not be the goal: office effectivecerning the role of the management ac- ness should be. If management accouncountant in office automation. Perhaps tants and other appropriate parties do
it is not yet too late.
not become involved in the change proHis message parallels the thrust of cess, automation may be for automamy 1978 book, Managing the Paperwork tion's sake, disregarding other alternaPipeline.- Achieving Cost - Effective Paper- tives that may provide equal or better
work and Information Processing. The efficiency, effectiveness and economy in
book sets forth an approach to be fol- office operations.
lowed by management accountants in
Monroe S. Kuttner
industry, as well as by other nonsys- Cresskill, N.J.
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A Worthwhile Sampling
I would like to comment on three articles in your January 1982 issue.
1. The report on "The Costs of Implementing FAS No. 33" was a worthwhile sampling of actual experience.
Particularly revealing was the statement
that most (of the controllers) felt that
the constant dollar was more beneficial
than the dual method of reporting both
current cost and constant dollar and
that constant dollar is not as complicated or expensive to implement.
2. "Pricing Policies Under Inflation"
was a helpful and perceptive analysis of
various cost -push options. Its last paragraph, though, may raise a few economists' eyebrows in its reference to the
consumer as being "the only gainer"
under the price competition described.
After all, the purpose of all production
is consumption. An underlying premise
of our entrepreneurial capitalistic system is that unusually hi gh prices or
profits in any niche will-create competition by attracting others into it, all to
the ultimate benefit of the consumer.
3. It will be interesting to get the general reaction of your readers to "Playing
the Consulting Game." Having had experience in management , management
accounting, public accounting and auditing, as well as consulting, I felt that
this sweeping, sneering, smearing portrayal of consulting as a "game" and
consultants generally as charlatans was
in extremely poor taste at a time in our
economic history when teamwork is so
badly needed. Perhaps the authors' attempted superclevemess was intended
to be humorous if not instructive. This
reader, for one, was neither instructed
nor amused.
Dixon Fagerberg, Jr.
Sedona, Ariz.

In Poor Taste
I find the article "Playing the Consulting Game" (Jan. '82) in poor taste. According to the article, the authors would
have you believe that all consultants are
rip -off artists. I have found this to be
the opposite, having been on both sides
of the fence. Consultants can and do
make valuable contributions to organ0- ► 83
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You Can Call It
Earnings . .
You Can Call It
Income,
Or...
The titles used in the annual report often
depend upon the whims of the financial vice president.

By Ray G. Jones, Jr.
Terminology used in financial statements varies
widely and is sometimes confusing and outdated.
For example, the Coca-Cola Company changed in
1978 from Statement of Profit and Loss to Statement of Income. The controller of the company
was asked , " Why did you not use the suggested
Statement of Earnings?" His reply was that the
president and board chairman still preferred to
use the title Profit and Loss Statement . They were
persuaded, however, to make the change to Income Statement for two reasons. First, the term
Profit and Loss was antiquated and, second, they
desired to move into the mainstream. As a result,
the company selected the title Income Statement
because it is currently used by most firms.
Conversations and interviews with the management of a number of the 600 companies surveyed
in Accounting Trends and Techniques indicate
that the terminology used often depends upon the
whim of the financial vice president . Such was the
case when the Exxon Corporation changed in
0025 - 1690/62/6311- 0285/$01.00/0

1979 from Statement of Financial Position to Balance Sheet . The chief financial officer felt that
"balance sheet" sounds better and, accordingly,
used his influence to change the title of the statement . The problem is magnified by the use of outdated terminology in high school and college -level
textbooks. All disciplines, including accounting,
use textbooks that are inconsistent and often use
incorrect financial accounting terminology.
A cursory inspection of text books in use illustrates the problem. For example, A Survey of Basic Accounting by Salmonson , et al, states:
Stockholders' equity is the term given to the
owners ' interest in a corporation . The terms
shareowners' equity, capital, proprietorship,

or net worth are used in statements of financial position as synonyms for stockholders'
equity.'
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Pyle, White and Larson state in the 1978 edition of Fundamental Accounting Principles:
The term s owner equity, proprietorship, net
Copyright ti 1982 by the National Association of Accountants
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worth, and capital are often used synonymously. All four indicate the equity, in the
assets, of the owner or owners of a business.'

The CFO felt
the term
'balance sheet'
sounds better
so he used his
influence to
change the
title.

Finance and management textbooks are notorious for their use of incorrect and outdated terminology. One of the most common graduate textbooks in finance, Financial Management and
Policy by Van Horne, has the terms net worth and
capital surplus throughout the text.' Many current management textbooks use terminology that
existed in the 1950s. Probably the worst offender
of all is the U.S. Small Business Administration.
One of the books in the Small Business Management Series uses such terms as profit and loss
statement, surplus, and reserve.'
It is obvious that a problem exists. Many executives as well as academicians appear to be chained
to the past. A senior partner of Ernst and Whin ney comments:
The prevailing reason for not changing is
the status quo phenomenon plus the fact
that many executives were schooled at a
time when the out -of -date terms were in use.
Even though the terminology used in their
financial statements may be confusing and
archaic, we can only suggest changes to our
clients. The problem needs to be brought to
corporate management's attention through
aca d emi c j o u rn al s an d pro fes si o nal
seminars.
In general, corporate financial management as
well as CPA firms state that they are not concerned so much with terminology. Their main
concern, which is a valid one, is making money
for the company. We will examine why changes
occur in accounting terminology as well as determine the extent to which preparers of financial
statements appear to be interested in current accounting practice.
Evolution of Standardized Financial Statements
In 1917, the Federal Reserve Board and the
Federal Trade Commission became aware of the
many variations in the way that financial statements were prepared and submitted to banks for
the purpose of obtaining credit. Recognizing a
need to standardize financial statements, they
asked th e Ameri can Ins titute of Acco untants
( AICPA since 1957) to prepare a statement of
standard procedures. After its approval by the Institute and the Federal Trade Commission, the
Federal Reserve endorsed the standardized procedures. They were first published in the April 1917
issue of the Federal Reserve Bulletin. In the same
year they were revised and published in a pamphlet called Uniform Accounting. In 1918 the
pamphlet was reprinted as Approved Methods for
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the Preparation of Balance -Sheet Statements.a
In 1936, the AICPA revised an earlier edition
and published Examination of Financial Statements by Independent Public Accountants. The
preface to the 1936 revision states:
Developments of accounting practice during
recent years have been in the direction of increased emphasis on accounting principles
and consistency ....The suggestions contained in this bulletin are intended to apply
to examinations by independent public accountants of financial statements prepared
for credit purposes or for annual reports to
stockholders.'
In the publication, the Federal Trade Commission and Federal Reserve Board recommended
that non - operating or extraordinary charges or
credits be listed under Other Income or Charges.
The term Net Income for the Period was eliminated and called Net Profit for the Period. By so doing, the intent was to make the Profit and Loss
Statement more consistent.
From their beginning in 1920 and 1936, respectively, the Committee on Terminology and the
Co mmit t ee o n Accou nt i ng P ro ced ure o f th e
American Institute of CPAs have done a great
deal to standardize accounting terminology and
procedure. In 1941, the Committee on Terminology suggested a general discontinuance of the use
of the term surplus in corporate accounting and
substituted in owners' equity a term which emphasizes the difference between legal capital, capital in excess of legal capital, and undivided profits.
The proposal was approved "as an objective" by
the Committee on Accounting Procedure in 1949.
Another recommendation made in 1948 by the
Committee on Terminology was to limit the use of
the term reserve. Such a change was recommended
because the term was being used with varying and
somewhat conflicting meanings. Between November 1940 and October 1949, eight of the Accounting Research Bulletins issued by the Committee
on Accounting Procedure were developed by the
Committee on Terminology.'
In October 1970, the American Institute of
CPAs issued APB Statement No. 4. The title of
the statement is "Basic Concepts and Accounting
Principles Underlying Financial Statements of
Business Enterprises." In general, the AICPA
would like to increase the usefulness of accounting
standards by advancing the written expression of
financial accounting principles. In particular,
APB Statement No. 4 has two broad goals. The
first is to provide a basis for enhanced understanding of the broad fundamentals of financial accounting. The second is to provide a step toward
development of a more consistent and comprehensive structure of financial accounting. APB StateMANAGEMENT ACCOUNTING /MAY 1982

ment No. 4 does not change, supersede or interpret Accounting Research Bulletins or opinions of
the Accounting Principles Board that are currently in effect. The Statement, however, does modify
some of the definitions of technical accounting
terms in the Accounting Terminology Bulletins,
which are considered useful guides to financial accounting terminology. Some suggested terminology changes are Statement of Earnings and Statement of Financial Position. These are to be used
in place of the older terms, Income Statement and
Balance Sheet.'
Terminology in Use Today
ASSETS, LIABILITIES, AND OWNERS' EQUITY
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The Use of "Income Statement" seems to imply
the overall income of the company while "Earnings Statement" is used to emphasize the earnings
of the firm. Internal consistency of the statement
is less than desired. One still sees the use of gross
profit or profit
as well as
taxes even in the statement of earnings of some
companies.
before

Use of the term, Income Statement, declined
2% between 1970 and 1980. The term reached a
peak in popularity in 1974 when 386 of 600 companies surveyed by the AICPA reported Statement of Inco me i n th eir annu al report to the
stockholders. This decline is not a major change,
yet it does reflect a gradual change in the meaning
of the terminology used to identify the statement.
The number of companies that used the title,
Earnings Statement, was about the same for both
the 1970 and 1980 periods. The use of the title appears to have reached its low point in 1975 when
the annual reports of only 163 firms contained it.
Although the Statement of Operations shows a

Earnings is a better description of what the
financial statement is trying to show. Income is somewhat more synonymous with
revenue. For over 30 years our firm has used
the title Statement of Earnings.

income

EARNINGS

gain for the period, its use appears to increase
whenever companies report a loss. Interviews with
company executives revealed a preference for the
title, Income Statement, which is reflected in Table 1. Yet a large number of the executives believe
the meaning of the titles is changing. John A. Hagan, vice president and controller of R.J. Reynolds Industries, Inc., notes:

margin

The titles used for financial statements in 1970
and 1980 are shown in Table 1. The data suggest
that companies are slow to change the titles of the
two major financial statements. There does appear
to be some interesting changes taking place, however, which we will discuss.
Usage of the title, Statement of Financial Condition, has declined from about 4% in 1970 to less
than 2% in 1980. In fact, the number using this title continued to drop throughout the decade of
the seventies. The use of the title, Statement of Financial Position, declined in the last decade reaching a low in 1979. In that year only 43 companies
of the 600 tracked by the AICPA used the title.
However, two companies, Dun & Bradstreet and
General Foods, changed to Statement of Financial
Position in 1980. Dun & Bradstreet stated that the
Statement of Financial Position ties in better with
the Statement of Changes in Financial Position.
General Foods stated that it changed to Statement
of Financial Position because it is a more descriptive title.
In general, the financial officers and accounting
directors who were interviewed said that although
they have no aversion to changing from Balance
Sheet to Statement of Financial Position, they feel
no pressing need to change at this time, and they
believe their stockholders would accept either
title.

CHANGES IN FINANCIAL POSITION
Th e res p o n s e t o t h e u s e of St atemen t o f
19

word surplus is unsuitable in the equity section of
the position statement because its public connotation is s o met h i n g o ver an d ab o ve wh at is

Table 1
Titles used for Financial Statements, 1970 and 1980

544
45
11
600

90.7
7.5
1.8
100.0

380
178
37
5
600

63.3
29.7
6.2
.8
100.0

367
175
56
2
600

61.2
29.2
9.3
.3
100.0

599

99.8

1

0.2

600

100.0

-

-

78.7
8.3
4.8
3.7
4.5
100.0

-

-

472
50
29
22
27
600

Source: Accounting Trends and Techniques

%

86.3
9.5
4.2
100.0

-

Changes in financial position
Statement of Changes in Financial
Position
Statement of Source and Application
of Funds
Changes in Working Capital
Funds Statement
Other
No Statement

518
57
25
600

-

Earnings
Statement of Income
Statement of Earnings
Statement of Operations
Other

1980
Number

-

1971 and 1981.

Changes in Financial Position is overwhelming. It
went from zero percent in 1970 to 99.8% in 1980.
Only one firm, which shall remain anonymous,
used the old title of Statement of Source and Application of Funds. Of course, APB Opinion No.
19, "Reporting Changes in Financial Position," issued in 1971 by the AICPA was instrumental in
the phenomenal compliance with this title.
Other Accounting Terms
Table 2 shows some captions used in financial
statements. Most of the surveyed companies show
a preference for the title Stockholders' Equity.
The term Net Worth, which is incorrect, is used
in isolated cases only. The move is definitely away
from all other titles except for Common Stockholders' /Shareholders' Equity. A SEC requirement for a change in the presentation of preferred
stock, which is subject to mandatory redemption,
became effective for the fiscal period ending September 15, 1979. As a result of this change, such
preferred issues are displayed separately from
common stockholders' equity.
Additional Paid -in Capital is gaining in usage.
It increased by over 12% in the 1970s while the
next used caption, Capital in Excess of Par or
Stated Value, increased by only 5 %. There is a
continuing trend away from the use of the term
surplus. In 1970, a total of 58 companies used surplus to describe additional capital and only 26
used the term in 1980. The use of the term surplus
has long been discouraged by the AICPA Committee on Terminology. AICPA feels that the
20

necessary.
The use of the term Retained Earnings has increased from 77% in 1970 to 83.5% in 1980. Only
three firms in 1980 used the term earned surplus.
This term is becoming obsolete largely due to Accounting Terminology Bulletin No. 1, which recommends that earned surplus be repl aced by
terms which indicate source, i.e., retained income,
retained earnings, etc.
The use of the term "reserve" declined dramatically during the seventies. In 1970, 35% of the
600 firms used the word reserve in 372 presentations. By 1980 less than 15% of the firms used the
word in only 113 presentations. Because of the
different meanings attached to the term reserve,
the AICPA in Accounting Terminology Bulletin
No. 1 recommended its use be restricted. The
term reserve when used to describe an appropriation of retained earnings is considered acceptable,
although its use also continues to decline.

-

Assets, liabilities, and owners' equity
Balance Sheet
Statement of Financial Position
Statement of Financial Condition

%

1970
Number

Battle Over the Balance Sheet
The most interesting development is in the
Statement of Assets, Liabilities, and Owners' Equity. There appears to be some misunderstanding
concerning the titles Balance Sheet and Statement
of Financial Position. Some practitioners as well
as academicians believe there is a difference implied in the use of the two statements. However,
Paragraph 11 of APB Statement No. 4 states that
a Balance Sheet or Statement of Financial Position presents three major categories: Assets, Liabilities and Owners' Equity. Thus, the two statements contain identical information according to
APB Statement No. 4. Paragraph 10 of APB
Statement No. 4 divides the process of reporting
the economic activities of a firm into two basic
types: financial position, which relates to a point
in time, and changes in financial position, which
relate to a period of time.
Even though the slowest area to change is the
title of the Assets, Liabilities, and Owners' Equity
Statement, a ray of hope is appearing. Accounting
textbooks are beginning to recognize the more descriptive terminology for this statement. Meigs
and Meigs state:
Alternative titles for the balance sheet include statement of financial position and
statement of financial condition. Although
"balance sheet" may not be a very descriptive term, it continues to be the most widely
used, perh aps becau se of cu st o ms an d
habits.'
Kieso and Weygandt state:
Use of the term "statement of financial posiMANAGEMENT ACCOUNTING /MAY 1982

Current accounting textbooks place very little
emphasis on the terminology used for the Earnings Statement. A typical comment is as follows:
Alternative titles for the income statement
include earnings statement, statement of operations, and profit and loss statement. However, income statement is by far the most
popular title for this important financial
statement.

Owners' Equity
Stockholders', Shareholders', or
Shareowners' Equity
Stockholders' or Shareholders'
Investment
Common Stock holdersiShareholders
Equity
Other or no title

Additional capital
Additional Paid -in Capital
Capital in Excess of Par or Stated
Value
Capital Surplus
Paid -in Surplus
Other Captions
No Additional Capital Account

Earnings retained for use in the
business
Retained Earnings
Earnings With Additional Words
Income With Additional Words
Earned Surplus
Companies With Deficits
Other

Presentation of reserve
In Assets Only
In Assets and Liabilities
In Liabilities Only
In Neither Assets Nor Liabilities

Total Presentations of Reserve

1980
Number

514

85.6

492

82.0

43

7.2

32

5.3

43

7.2

46
30

7.7
_ 5.0

600

100.0

600

100.0

195

32.5

265

44.2

133
129
28
30
85

22.2
21.5
4.6
5.0
14.2

165
62.
13
13
77

27.5
10.3
2.1
2.1
12.8

600

100.0

595

100.0

463
57
32
32
15
1

77.2
9.5
5.3
5.3
2.5
_0.2

501
54
24
3
18

83.5
9.0
4.0
0.5
3.0

600

100.0

600

100.0

63
38
108
391

10.5
6.3
18.0
65.2

48
11
33
508

8.0
1.8
5.5
84.7

600

100.0

600

100.0

-

A balance sheet presents the assets, liabilities, and owners' equity of an enterprise, at
a specific date, measured in conformity with
generally accepted accounting principles.
Because it is a presentation of the current financial position of an entity, it is often referred to as the statement of financial position. The designation balance sheet was
adopted during the period when accounting
first evolved; it refers to the fact that it balances in terms of the fundamental accounting model: Assets = Liabilities + Owners'
Equity. It is unfortunate that this nondescriptive designation continues to be widely
used today. Because of wide usage, we use it
in this text, although reluctantly. Titles such
as "Statement of Fin ancial Positi on" or
"Statement of Assets, Liabilities, and Owners' Equity" are to be preferred."

1970
Number

%

Welsch, Zlatkovich and Harrison make one of
the stronger cases against use of "balance sheet ":

%

Table 2
Terminology Used in Financial Statements, 1970 and 1980

-

tion" has declined although it is conceptually more appealing." 1e

372

Source: Accounting Trends and Techniques

113

1971 and 1981.

-

Although such a statement is true, use of the
title Income Statement has begun to decline. This
Defliese, Johnson and Macleod give one of the
decline may be due to the fact that earnings per
share is almost universally used. Another factor is better terminology descriptions for the caption
that most manageri al finan ce textbo oks have Stockholders' Equity. They state:
Earnings Before Interest and Taxes analysis in fiAccountants now prefer the terms "stocknancial leverage since the 1950s. Finally, APB
holders' equity," "capital," or "net assets"
Statement No. 4 may be having some effect. Paraover
the term "net worth," which was widegraph 149 states that all the profit- directed activily
used
at one time. Net worth has the disties of an enterprise that comprise the revenue advantage of suggesting present realizable
earning process may be called the earning process.
value. Since the assets shown in most balThe rapi d ch ange to the tit le S tatement of
ance sheets prepared in accordance with
Changes in Financial Position was caused by a
generally accepted accounting principles are
number of factors. First, it was a relatively new
a mixture of known values (cash), estimates
statement at the time APB Opinion No. 19 was
issued. Second, the change was widely and readily
of current values (receivables), and unexpired and unamortized historical costs (inaccepted because the number of firms which beventories, fixed assets, and intangible asgan to use the title in 1971 was 526 out of the 600
sets), the owners' equity or excess of assets
in the survey. Finally, the title is a very descriptive
over liabilities as reflected by the accounts
one. In fact, some authorities believe that the use
would only coincidentally approximate the
of this statement led to less emphasis of the Earnpresent worth of a business. 1 2
ings Statement and emphasis on the Assets, Li10-10- 38
abilities, and Owners' Equity Statement.
MANAGEMENT ACCOUNTING /MAY 1982
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Data Sheet
Robert F. Randall, Editor

"wash" leases. One of the reasons for this action was that the AAEL had determined "that a
major long -term adverse impact of certain Safe
Harbor transactions is the confusion and association of the buying and selling of tax benefits
through transactions called `leases' with economic leasing, a traditional primary source of
capital funding."

Audio - visual Aids Do Work, Study Says
Financial Salaries Rise 4.4%;
EDP Salaries Increase 7.1%
Financial starting salaries are up an average of
4.4% this year over 1981, while starting positions in data processing gained 7.1 %, according to a new study by Robert Half InternationaI,Inc. Some highlights from the report: Salary
range for corporate controllers joining firms
with a volum e of $75 0 million or more is
$95,000 - $130,000, a gain of 1.8 %; chief financial officers at companies with a $50 -$250 million had a starting salary range of $50,000 $82,000 —a 1.5% increase over 1981; large
in s t allat ion s are offerin g direct ors of
management information systems starting
salaries ranging from $45,000 - $65,000, a
7.8% increase over 1981.

Audio - visual aids can and do significantly influence the dynamics and outcome of business
meetings, according to a study conducted by
the Wharton Applied Research Center of the
Wharton School, University of Pennsylvania.
The six -month study, financed under a grant
from the Audio Visual Division of 3M, involved
36 groups of MBA students who were given the
task of making a group marketing decision on
whether or not to introduce a new product into
a fictitious market. When the data was presented via overhead projector, 64% of the participants reported that they had made their decisions immediately after the presentations were
completed. When overhead projection was not
used, 52% reported they delayed decisions until after the group discussion following the formal presentations.

NAA Research Updated
High Transfer Costs Reduce Relocations

up

Per - transfer costs of $33,500 and four - weeks'
worktime loss on the average, plus an increasing reluctance of two - career families to relocate, are forcing corporations to change traditional pat tern s of moving u p the lad der.
Management Alternatives, a consulting firm
which holds relocation seminars, sees a sharp
decline this year in the record high of 300,000
relocations chalked
in the 1970s.

Tax Leasing Under Fire
Pressure is building to repeal or curtail the tax
leasing provisions of the Economic Recovery
Tax Act, says Commerce Clearing House. Experience has shown that many very profitable
companies which pay little taxes and need no
stimulus to investments have been engaged in
selling benefits. Meanwhile, the board of directors of the American Assn. of Equipment Lessors voted to use its resources to work with
Congress and the administration to repeal or
change those provisions of Safe Harbor which
permit so- called "tax benefit transfers" or
22

Watch for two new NAA research publications
to be published this year: The Minicomputer: To
Buy or Not to Buy? and Energy Needs: The
Role of Management Accounting. Major research programs in progress include Business
Decision Processes, a project co- sponsored by
the Society of Management Accountants of
Canada; Management and Control of Physical
Distribution, co-sponsored by the National
Council of Physical Distribution Management,
and The Common Body of Knowledge Utilized
by Management Accountants.... The NAA research library is making available a list of new
acquisitions which can be obtained by writing
Miriam Redrick at NAA's office or by phoning
her at (212) 754 -9736.

Business /Accounting Briefs
The Society of Management Accountants of
Canada is holding its annual conference in
Vanc ouver, Brit ish Columb ia, July 7 -9,
1982, ... On an upbeat note, the recession in
the U.K., France, and Japan is showing signs of
ending, according to the Conference Board.
MANAGEMENT ACCOUNTING /MAY 1982

PROBLEM: The Spiraling Costs of Professional Standards.
SOLUTION: Pannell Kerr Forster's Professional Standards System.
Liability Insurance... Peer Review... Audit Committees... Displacement.
Each year, you must meet higher professional standards —and costs.
You are not alone.
For this reason, Pannell Kerr Forster spent thousands of hours and
dollars to create the Professional Standards System. Now, you Gan
take advantage of this effort.
Comprised of three working manuals— QUALITY CONTROL
POLICIES AND PROCEDURES, AUDIT MANUAL, and PERSONNEL MANAGEMENT POLICIES AND PROCEDURES— the System relieves hours of work for busy practitioners and provides an
organized system of control that proceeds efficiently, thoroughly,
and point -by- point.
Each manual has over 200 pages of text and forms designed to meet
or exceed AICPA standards. Tested, cross - referenced, current and
soft - bound, these clearly- written manuals provide practical, timely
solutions to the formidable problems CPAs face. Copies are available for review in every PKF office. And, completely new manuals,
thoroughly revised to include the most current information, will be
released each year.
A partial list of the contents includes:
• planning audit work • reviewing internal control • sampling
• supervision • inspection • workpaper preparation • researching technical problems • writing auditor's reports • writing management letters • acceptance of clients • confirmation procedures
• computer auditing • engagement letters • compilation and review service checklists • guides to audit program preparation • preparing flowcharts • report processing checklist
• second partner review checklist • pre -issue report review guide • employee compensation • hiring • legal aspects
of personnel management • local office policies • professional development.
Whether it's small client compilation and review or the modular approach to computer auditing, these manuals should be
used both as a ready reference by your professional staff and as the cornerstone of your practice library.

F

TO ORDER —
Number
QUALITY CONTROL MANUAL
(single copy, $175.00)'
AUDIT MANUAL
(single copy, S175.00)"
PERSONNEL MANUAL
(single copy, $250.00)t
ALL THREE VOLUMES
(set price, $495.00)
Subtotal
Texas residents add 6% sales tax
Total enclosed

"The price for additional copies, and for
prior subsc ribers wis hing the new edition,
is $50.00.

S

1

tPrior PKF subscribers may purchase the
manual for $150.00.

AUDIT MANUAL— ed ited b y John C.
Burton, CPA. Ronald M. Pendergast. CPA,
and Glenn M. Walker, CPA.

Mail to:
Professional Standards System
Pannell Kerr Forster
181100 Imperial Valley Drive, Suite 200
Houston. TX 77060

PERSONNEL MANAGEMENT POLICIES
AND PROCEDURES— edited b y Jo seph
P. Alam, CPA, Harry V, Eas tlick, CP A,
and Michael J. Orlando. CPA.

S

Na m e
F irm
S tr eet
C ity

QUALITY CONTROL POLICIES AND
PROCEDURES— edited b y John C. Burton, CPA, James R. Gill, CPA, and George
M. Horn, CPA.

S t at e

Zip

MA

PANNELL
KERR
FORSTER

Taxes
Morris Gartenberg, Editor

This is the first in a series of bimonthly columns
that will present current tax briefs. It will alternate with the bimonthly tax column edited by
Jerold M. Weiss and Israel Blumenfrucht.

tracts and other positions that are part of a
straddle must now be reported on IRS Form
6781. Generally, ERTA provides that regulated
futures contracts that are open at the end of
the tax year must be marked to market. Gains
and losses from those contracts, plus the gains
and losses from contracts terminated during
the year, are treated as 60% long -term and
40% short -term, regardless of how long the
contracts were held. Losses from positions that
are part of a straddle must be deferred to the
extent of any unrealized gain on open offsetting
positions. The new provisions apply to contracts and positions established after June 23,
1981. Taxpayers who have already filed should
now file an amended return and attach Form
6781.

1977 Corporate Statistics Available

Guidelines for Retirement Plans
Guidelines have been issued to amend employee retirement plans in view of the provisions of
the Econ omic Recovery Tax Act of 1981
(ERTA). The guidelines apply to amendments
made to individual retirement arrangements
(IRAs), simplified employee pensions (SEPs)
and employer's qualified plans including self employed retirement plans. These guidelines
can be relied on by individuals, employers and
plan sponsors until applicable regulations under sections of the Internal Revenue Code
amended by ERTA are published. Generally, all
the ERTA amendments described are effective
for plan years (for qualified retirement plans
where the employer has a calendar taxable
year), calendar years (for SEPs) and individual
taxable years (for IRAs) beginning after December 31, 1981. For further information, the
guidelines are contained in IRS Notice 82 -3 or
Internal Revenue Bulletin No. 1982 -9.

Reporting Gains and Losses from
Futures Contracts and Straddle Positions
Gains and losses from regulated futures con24

Two Tests for Business Continuity
When Reorganizing
IRS has announced two tests that must be met
to satisfy the "continuity of business enterprise" requirement of the income tax regulations for a corporate reorganization. As stated
in Revenue Procedure 82 -23 or in Internal Revenue Bulletin No, 1982 -13, the rules are as follows:
Solely for purposes of a reorganization otherwise qualifying under sections 368(a)(1)(G) and
368(a)(3)(D)(ii) of the Code, the "continuity of
business enterprise" requirement of section
1.368- 1(d)(4) of the regulations is satisfied if (1)
the acquiring corporation assumes all of the deposits of the acquired corporation and (2) the
acquiring corporation
continue to hold at
least one -half of the fair market value of the assets, including mortgage and other loans, held
by the acquired corporation at the time of the
adoption of the plan of reorganization. The dispositon of assets by the acquiring corporation
in the ordinary course of business will not be
taken into account for this purpose.
will

IRS Publication 16, Statistics of Income -1977,
Corporation Income Tax Returns, shows that
2.2 million corporate returns were filed in 1977,
that net income was $219 billion and that total
income tax was $96 billion. The report also
contains detailed information on receipts, deductions, income tax liabilities, tax credits and
distributions to stockholders. Publication 16 is
available for $8.50 from the Superintendent of
Documents, U.S. Government Printing Office,
Washington, D.C. 20402.

Effect of ERTA on Small Businesses
Based on an Arthur Andersen survey of 600
small businessmen in Pennsylvania, Delaware
and New Jersey, many small business owners
are oblivious to how ERTA can help them. Most
of the business owners questioned felt that the
reduction in the corporate tax rate was the major benefit of the new law. Unfortunately, this
view demonstrates a misunderstanding of the
changed tax picture. Most tax experts agree
that more important than the decrease in the
corporate tax rates are the changes in the personal tax rates, the estate and gift tax laws and
the rules for depreciation and leasing.
MANAGEMENT ACCOUNTING /MAY 1982
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accounting...

Now the 1982
GAAS Guide covers
all of auditing
in the newest,
most complete
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auditing reference
available!
Now from the publishers of the famous GAAP Guide
comes the most complete auditing reference available.
Almost four years in the making, Miller's Comprehensive
GAAS Guide restates, analyzes, and interprets all current
promulgated pronouncements relating to auditing.
Comprehensive. This unique guide includes GAAS.
SASs and Interpretations, SSARS and Interpretations,
SEC Accounting Series Releases, Specialized Industry
Audit Guides, Statements on Quality Control Standards,
and the Code of Professional Ethics.

specific auditing topics and opinions, the organization of
the GAAS Guide is a marvel of practicality. The entire
guide is divided into sections which correspond to the type
of auditing and accounting services you may render to a
client. A unique indexing system allows you almost
immediate access to any topic you want to review.

Additional Features. The GAAS Guide includes chapters
on Tax Service, MAS, and Accountant's Legal Liability. In
addition, an innovative appendix contains a comprehensive Internal Accounting Control Questionnaire, a model
Easy to Read. The GAAS Guide is written in the plain Audit Program and a Financial Statement Disclosure
everyday English style that has made its companion work, Checklist.
the GAAP Guide, such a popular reference tool for
It's a Bargain. Over $150 worth (retail value) of auditing
accountants the world over.
publications comprehensively covered in the new GAAS
Easy to Use. Generously illustrated with examples of Guide. And it's over 900 pages. Only $25.00, paperbound.

---- --- - -- -- -The 1982 GAAS Guide.------------ ____ -,
There's none like it.
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Accounting for Interest
and Long -Term Debt
in an Inflationary Period
The accounting treatment of interest and debt can be
as significant as the price change adjustments for plant assets,
depreciation and inventories.

By Dale Buckmaster and LeRoy Brooks

Dale Buckmaster is
professor of
accounting at the
University of Delaware,
Newark, Del.
LeRoy Brooks is
professor of finance at
the University of South
Carolina, Columbia, S.C.
This article was
submitted through the
Delaware Chapter.
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One of the neglected aspects of price- change accounting is accounting for interest and long -term
debt. Little attention is given to these items, yet
the potential impact of financial statement analysis from the accounting treatment of interest and
debt can be as significant as the price change adjus tments for plant as set s, dep reciatio n and
inventories.
FAS No. 33, "Financial Reporting and Changing Prices, "' contains evidence of understanding
and concern for reporting debt and interest on the
part of some of the Board members. However,
only minimal steps were taken to improve reporting of these items, and, even then, the reasons for
the additional disclosure requirements were not
tied to interest cost measurement.
Our objective is to identify the proper interest
and long -term debt measurement techniques for
the two types of price - change accounting —historical cost /constant dollar accounting and replacement /current cost accounting. Historical
cost /constant dollar accounting is the FASB term
for what has been more commonly identified as
"general price -level accounting" or "general purchasing power accounting." We also provide a
simple example of the comparison of the potential
00 25 - 16 90 /82 /6 31 1- 0 1 02 /$ 01 .0 0/0

magnitude of differences that might arise from
different measurement techniques.
Present Accounting Rules for Interest and LongTerm Debt
Statement No. 33 does not contain any provision for modification of measurement of interest
or long -term debt.' Under present rules, interest
and debt measurement are the same for historical
cost, general purchasing power, or replacement
cost. The noncapitalized interest is the coupon
rate plus or minus current period premium or discount amortization, and debt is carried at market
value at the time of issue plus or minus total premium or discount amortization. This rule is consistent with the measurement of other expenses
and liabilities using historical cost, but inconsistent with the ideas giving rise to general purchasing power and replacement cost accounting.
The potential impact of different measurement
rules for interest can be illustrated with a simple
example. Starting with generally accepted rules,
assume that a company issues 10% bonds having
a maturity value of $10,000,000 in ten years and
semiannual interest payments. The bonds are issued at an effective interest rate of 12 %. This
wo u l d ma k e t h e i s s u e p ri c e o f t h e b o n d s
$8,955,500.$ Assume further that the bonds are isCopyright : 1982 by the National Association of Accountants

Purchasing power accounting is merely an extension of conventional accounting. Historical
cost is retained as the measured attribute. There
are only two important modifications of historical
cost: (1) "nonmonetary" assets and liabilities are
adjusted for changes in general purchasing power;
and (2) a holding gain or loss from changes in
general purchasing power is computed for "monetary" assets and liabilities.
In general, monetary assets and liabilities are
assets and liabilities that reflect the right to receive or the obligation to pay a fixed number of
dollars. All other assets and liabilities are non monetary. According to the current generally accepted interpretation of the general purchasing
power concept, monetary assets and liabilities appear just as they would in conventional statements. Despite this interpretation, the introduction of the measurement of "holding gains and
losses on monetary items" introduces an important element to the measurement of interest cost
in that holding gains on long -term debt is properly
considered an adjustment of interest cost. To the
extent that inflation is expected, the anticipated
effects will be impounded into the interest rate.
Then, the nominal interest rate less the adjustment for expected inflation is the real interest rate.
The holding gains on long -term debt that are created by that part of inflation that has been impounded in the interest rate are actually an adjustment of the cost of debt. Only the "holding gains"
from unexpected inflation might properly be considered a "gain."
Current measurement techniques are not really
adequate for separation of holding gains on longterm debt into those from expected inflation and
those from unexpected inflation. Even if there are
real gains (or, when expected inflation is greater
than actual inflation, losses) from holding longterm debt, this is of no consequence for the measurement of financial costs. Perhaps it may be desirable to disclose any real gains, but all holding
gains (real and nominal) on long -term debt should
be treated as an adjustment of financing costs. All
holding gains on long -term debt arise because of
the issuance of the debt and, thus, are properly
associated with the costs of that debt.
The removal of the illusion that the portion of
holding gains offset by the expected inflation adjustment in interest is a real gain and is an important reason for associating holding gains with other fin ancial i tems i n the in come statement s.
Current treatment is to show net gain or loss from
holding monetary items as a separate item after
MANAGEMENT ACCOUNTING /MAY 1982

Improved Reporting Corp.
Interest calculations:

Coupon interest
Amortization of bond discount:
tpresent value at 12% at
end of year)
Less (present value at 12%
at beginning of year)

Year 1

Year 2

$1,000,000

$1,000,000

$9,024,000

$9,093,000

8,955,500

68,500 9,024,000
1,068,500

69,000
$

General Purchasing Power Accounting for Interest and Long -Term Debt

Table 1
Bond Obligation Summary

$

sued at the beginning of the fiscal period. The interest expense and balance sheet presentation for
the first two years are noted in Table 1.

1,069,000

Balance sheet presentations:
This bond obligation will appear in the balance sheet as:
End of

End of

Year 1

Year 2

$10,000,000
976,000

$10,000,000
907,000

$ 9,024,000

$ 9,093,000

Bonds payable
Less discount

Table 2
Interest Expense in Years 1 and 2
Improved Reporting Corp.
Year 1
Coupon interest
Amortization of bond discount
Holding gain on long -term debt
Interest expense

Year 2

$1,000,000
68,500
(448,630)

$1,000,000
69,000
(542,475)

$ 619,870

$ 526,525

net income. This treatment implies that all of the
amounts associated with long -term debt are real.
Given current levels of understanding of pricechange financial statements, the potential exists
for a substantial number of statement users to be
misled unnecessarily.
If we continue our example and add the assumption of 5% and 6% increase in general price levels in years 1 and 2 respectively, then the interest cost will be arrived at as shown in Table 2.°
Long -term debt will be carried in the balance
sheet just as it was for the unadjusted historical
cost computation. Assuming that the amortization and prices change evenly throughout the
year, the holding gain on long -term debt equals:
the beginnings
inflation
carrying value X rate for
of the bonds
year
one-half
the change in
carrying value
the inflation
of the bonds
X rate for
during the year
the year.
2

The computation of holding gains on long -term
debt is: ($8,955,500) 5% + ($68,200/2) (5 %/2)
= $448,630 for the first year and ($9,024,000)
27

tion expectations from changes in market value
due to the other two factors. Our computation
above has assumed away these factors.

Table 3
Bond Obligations with Inflation Expectations
Improved Reporting Corp.

Replacement Cost Accounting for Interest and
Long -Term Debt

Interest expense calculations:
Year 1

Year 2

$1,000,000
68,500

$1,000,000

$8,867,000
8,796,000

Holding gain
Change in the market value of debt
due to changes in expected inflation

(542,475)

(228,000)
$

Balance sheet presentations:
Bonds payable
Unamortized bond discount and
allowance for changes in interest
rate due to change in inflation
expectations

71,000

(448,630)

391,870

$10,000,000

-0$

Coupon interest
Amortization of bond discount
Present value at 12.5% at end
of the year
Present value at 12.5% at beginning
of the year

528,525

$10,000,000

1,204,000

1,133,000

$ 8,796,000

$ 8,867,000

6% + ($69,000/2) (6 %/2) = $542,475 for the
second year.
Even though the preceeding measurement technique is an improvement over conventional interest and debt measurement, there is another element t hat s hould be consid ered. Kap lan h as
pointed out another inflationary effect on debt.'
That effect arises due to changes in inflationary
expectations. The market rate of debt will change
when inflationary expectations change. If these
changes in the market rate of debt are recognized
and holding gains are computed on the market
value of debt, then interest and debt measurement
will be further improved. If we compute interest
and debt using this method and assume that the
change in expected inflation has caused the effective interest rate to be 12.5% at the end of year 1
and 12.5% at the end of year 2, the interest expense calculation and balance sheet presentation
will be as it appears in Table 3.

The change in the market value ofdebt due to
changes in expected inflation is computed by finding the difference between the end -of -period price
of the bond at the effective interest rate at the beginning of the year and the end -of- period price of
the bond at the effective interest rate at the end of
the year. The year 1 computation in Table 3 to
reflect changes in expected inflation was obtained
by subtracting the end -of -year price at 12.5 %,
$8,796,000, from the end -of -year price at 12 %,
$9,024,000 (equals $228,000).
This method creates a very real measurement
problem. There are two other types of factors, maturity factors and risk factors, that also cause
changes in the market value of debt. It is not likely that a firm can easily isolate the change in the
market value of debt due to changes in the infla28

Use of replacement costs reflects an entity approach to accounting. The very selection of replacement costs as the attribute to be measured
indicates that financial statements are to focus on
the position and success of the firm as an operating entity. This is generally* recognized, except in
FASB documents, and most serious examinations
of the replacement cost income concept reflect the
measurement of "distributable income" as the underlying conceptual objective. That is, replacement cost measurement rules are directed toward
a determination of an income number. This measures the financial resources generated from operations during the period that are over and above
the current cost of resources and that are required
to continue operations at existing levels if there
are no further price changes.
With the focus of replacement cost accounting
directed toward firm - specific measurement, holding gains and losses on monetary assets and liabilities should reflect gains and losses specific to the
firm. This can be achieved for long -term debt by
computing gains and losses using an index developed from the mix of assets financed by long -term
debt. Economy wide or consumer price changes as
reflected in general price indices are meaningless
for the evaluation of the operation of a specific
firm. Purchasing power gain or loss to a company
is determined by the ability to acquire the specific
resources used by that specific firm.
Another potentially important difference is introduced in replacement cost accounting. The attribute to be measured now becomes the replacement cost of assets rather than historical cost. If
this idea is extended to its logical conclusion, then
liabilities will be measured at their liquidation cost
on the measurement date. If liabilities are properly carried at their current liquidation value, the
problem of isolating changes in the market value
of debt caused by changes in expected inflation
from maturity and risk factors disappears. All
three of the factors that cause changes in the market value of debt are properly considered in determining the cost and carrying value of the longterm debt. Not only does this make the technique
practical, but it also makes debt and interest measurement more complete.
More data is now needed for our example to determine replacement cost interest and debt measurement. Assume that the price changes for the
specific mix of assets financed by long -term debt is
4% for year 1 and 8% for year 2, rather than the
5% and 6% general price -level change. This difference can be caused by any number of factors.
MANAGEMENT ACCOUNTING /MAY 1982

In fact, since the general price indices are, presumably, averages of economy -wide price changes
(or, in the case of FAS No. 33, consumer prices),
the price changes are modest departures from our
assumed general price changes; we can expect
firm prices to vary at least this much from general
price changes most of the time.
For the general purchasing power illustration,
we assumed the interest rate had moved to 12.5%
by the end of year 1 due to changes in expected inflation. In order to emphasize the significance of
relatively small changes in the market value of the
debt, assume that the 12.5% is also the market
rate for the firm at the end of year 1, but maturity
and market factors move the market rate to 13%
by the end of year 2. Then interest expense will be
as it appears in Table 4. Of course this computation can be simplified by computing the change in
the market value from the beginning to the end of
the period as presented in Table 5.
The replacement cost computation provides the
most complete technique for reporting the costs of
long -term debt for the firm. And relatively small
rate changes in elements that make up the cost of
money can represent significant amounts of money to the company.

Table 4
Interest Expense Reflecting Changes
in the Market Value of Debt
Improved Reporting Corp.
Interest expense calculations:
Coupon interest
Holding gains from specific price changes.
(at 4 %)
lat 8 %)
Amortization of bond discount
Gain from change in the market value of debt
from interest rate change
Interest expense
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Year 2

$1,000,000

$1,000,000

(358,905)
68,500

(705,100)
71,000

(228,000)

"1223,000)

$ 481,595

$142,900

*Fair value at 12.5 %, end of year 2
Fair value at 13 %, end of year 2

$8,867,000
8,644,000

Change in market value of debt

$ 223,000

Table 5
Changes in Market Value
Improved Reporting Corp.
Interest expense calculations:

Reflecting the Economics of Financing
In conventional accounting, interest expense is
derived from two elements: (1) coupon interest,
and (2) amortization of the bond discount or premium at date of issue. Debt is carried at the maturity value less unamortized discount. However,
within the context of historical cost /constant dollar concept, two additional factors should be considered in the interest computation: (1) inflation
gains from holding long -term debt (based on general price changes) and (2) changes in the market
rate of interest. due to changes in expected inflation. Debt will be reported at maturity values less
un amo rt i zed d i sco un t (p l u s p remi u m) and
changes in market value due to changed inflation
expectations.
There are also additional changes appropriate
within the replacement cost model: (1) changes in
the market value of debt due to maturity and risk
factors are appropriately considered in addition to
the change in the market value of debt due to the
change in inflation expectations, and (2) the computation of inflation gains from holding long -term
debt is more appropriately based on the change in
the prices of the assets financed by the debt rather
than changes in average prices for the total economy or for changes in consumer prices. Dept in the
replacement cost model is appropriately reported
at its market value on the measurement date.
We believe that the suggested interest cost and
debt measurements more nearly reflect the economics of financing for the firm, The demonstrated move from conventional measurement to our

Year 1

Year 1
Coupon interest
Holding gain from specific price - change
Gain from change in the market value of debt:
Fair value at beginning of year 1 ($8,955,500)
less fair value at the end of the year 1
1$8,796,000)
Fair value at beginning of year 2 ($8,796,000)
less fair value at the end of year 2
($8,644,000)
Interest expense
Debt repo rted in the balance sheet:
Bonds payable
Allowance to adjust for the market value
of debt

$1,000,000
(358,905)

Year 2
$1,000,000
(705,100)

(159,500)
(152,000)
$ 481,595

$ 142,900

$10,000,000

$1 0,000,000

1,204,000

1,356,000

$ 8,796,000

$ 8.64x.000

suggested general purchasing power measurement, and then to our suggested replacement cost
measurement shows how each of the elements discussed can amount to significantly large differences in interest expense and debt balances, ❑
"'Statement of Financial Accounting Standards No. 33: Financial Reporting and
Changing Prices," Financial Accounting Standards Board, Stamford, Conn., Sep.
tember 1979.
'FAS No. 34 deals with sonic aspects of the cost of debt. The substance of this
statement is to require (approve) the capitalization of conventionally measured interest costs that relate to certain long -term contracts for the acquisition or construction of operating assets. Interest capitalized under this rule can be expected to be a
rather small portion of the total interest cost and is not of concern in this paper.
FAS No. 34, .'Capitalization of Interest Cost," Financial Accounting Standards
Board, Stamford, Conn., October 1979.
'Present value discount factors are rounded to the nearest .000. Bond prices (fair
value) are computed by summing the present value of the redemption value and the
gesent value of the semiannual interest payments at the effective interest rate.
The❑computations❑are❑for❑end•ofdhe❑-year❑rather❑than❑for❑average-for-the-year❑as
specified in FAS No. 33. End-or-year measurement provides measurements closer
to economic concepts; however, an attempt to deal with the controversy is beyond
the scope of this paper. The methods illustrated in this paper can be easily adapted
to average- for -year by substituting the average prices and average indexes for end of -year pries and indexes.
`Robert S. Kaplan, "Purchasing Power Gains on Debt: The Effect of Expected mid
Unexpected Inflation," T he Accounting Review, April 1977.
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Accounting for Unfunded
Pension Costs
The social, economic, and political climate
surrounding the private pension funds may be
a ticking time bomb.
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Historically, the typical pension fund financial
statement set forth the net assets of the fund and
its currently payable liabilities. No consideration
was given to what, if any, obligations existed to
pay future benefits because benefits were limited
by contractual agreement to the existing fund assets. In March 1980, the Financial Accounting
Standards Board issued FAS No. 35, "Accounting
and Rep ortin g by Defined Benefit Pension
Plans. "' The FASB considered the ability of the
fund to pay future benefits of primary importance
and ordered the disclosure of such information.
But the FASB avoided the issue of whether unfunded actuarial present value of future benefits
(unfunded pension costs) are liabilities. We conducted a study in order to examine whether theoretical and economic justifications for classifying
unfunded pension costs as liabilities exist and to
analyze the financial and economic consequences
of such classification.
When the Accounting Principles Board issued
Opinion No. 8 on November 8, 1966, it rejected
the idea of setting up a liability for the actuarially
This study was made possible by a grant from Deloitte, Haskins & Sells Foundation under its Graduate Research Assistant Program. I am indebted to
Mrs. Mine Aksu for her assistance in the completion of this project.
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estimated pension obligations of the sponsor.' The
main reason for this decision was the argument
that the sponsor (and the fund) is not liable to any
party, in a legal sense, beyond the amounts in the
fund. As the APB reasoned, this argument was
not supported by real life evidence then, and it is
still not the reality now. Moreover, in 1980, the
regulations of the Pension Benefit Guarantee Corporation (PBGC was formed by the ERISA legislation in 1974) were issued making the sponsors
liable for the unfunded pension liabilities to the
extent of 30% of their net worth at the termination of pension plans, in liquidation, or in bankruptcy proceedings. It seems that the unfunded
pension liabilities are the legal obligations of the
fund itself (to the extent of pension fund assets)
and the sponsor - employer is not liable for them
(except to the extent of 30% of its net worth). But
legal considerations do not always form the basis
of economic and social realities and accounting
processes.
Social Considerations
Beyond legal and regulatory considerations,
there lies the realm of "economic and social consequences." In connection with the latter, many
accountants view the pension plan as a statement
by the employers, as the representatives or agents
of capital, that the laborer will be rewarded for his
toil and will be taken care of after retirement. In
support of this view they note that the popularity
Copyright

1,
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of pension contracts coincides with the widespread acceptance of the term "social contract" in
the mid 1960s. As it relates to pensions, the term
social contract would indicate a willingness by labor and capital to take care of and reward each
other and work harmoniously together.
During the intervening years, pensions came to
be regarded as a mere right by labor rather than a
general relationship. Nonetheless, the idea of pensions as a social contract surfaced again in 1981.
Some high ranking officials in the current administration would like to see all private sector employees covered by private employer- sponsored
pensions and the present mandatory social security system phased out by making it voluntary.
These attitudes signal the resurgence of the philosophical arguments in favor of private capital taking care of labor and demonstrating that the capitalist system is willing and able to take care of its
participants. If one accepts the view that the excess of accrued pension benefits over fund assets is
not only a liability of the fund, but it is a liability
of the sponsor- employer, then the excess would be
a receivable and a payable for the fund. To argue
otherwise would mean that we turn to PBGC to
shoulder the liabilities and use the public sector to
fulfill the broken promises of the private sector —a
clear rejection of the principles that led to the institution of pension plans by sponsor - employers in
the first place.
Economic and Financial Ramifications
The economic ramifications of pension accounting are numerous. In its Statement of Accounting
Concepts No. 3, the FASB defined liabilities as
" ... probable future sacrifices of economic benefits arising from ... past transactions or events."'
Given this definition of a liability, a case can be
made for an examination whether a pension contract between employers and employees creates a
future obligation for both parties and whether the
unfunded pension liabilities should be recorded as
a liability by the pension fund and the employer.
Should accountants classify such a contract as
"mutually unexecuted" and disregard its existence
according to current generally accepted accounting principles?' Is the execution of the contract by
one of the parties assured beyond reasonable
doubt since employees have to work to survive?
Implicit in these arguments is the salient characteristic of pension plans that the plan concerns the
employee group as a whole. There is nothing
wrong with this assumption because most pension
contracts involve the agents of employers and employees representing their respective parties as a
group.
Many accountants argue that the reason unfunded actuarial values are not shown as liabilities
is in part political, not theoretical.' It is obvious
that economic reasons also exist. If such values
MANAGEMENT ACCOUNTING /MAY 1982

were set up as the liabilities of the fund and of the
employer- sponsor, the firm's access to financial
capital markets would suffer, and management
would be reluctant to grant and sweeten pensions.
So it is natural for management and labor to both
pressure the FASB to not require the immediate
recognition of a liability for unfunded actuarial
values.
Perhaps the trouble with liability recognition is
only part of the problem concerning pension accounting by sponsor - employers. There may be
other problems related to the debit side of the proposed transaction. Two options have been suggested for the debit side:
Option 1: Debit retained earnings or an expense
for the whole amount or
Option 2: Debit a deferred asset and amortize it
over a given time period.

The reason
unfunded
actuarial values
are not shown
as liabilities in
part may be
political, not
theoretical.

The assumption underlying the first option is
the view that the entire supplemental actuarial
value (past service cost), which is the major portion of unfunded pension liabilities, is assigned to
the past performance of workers and thus it is a
correction (increase) of salary expenses recorded
in previous years. The second option is based on
the assumption that the supplemental actuarial
value is forward looking. It is a bonus to present
workers which recognizes their past performance
and will be given to them if such performance
continues. The first option coupled with liability
recognition further exacerbates the debt /equity
ratio. The second option forces the firm to better
its performance and increase its earnings so as to
achieve an acceptable return on investment (total
assets).
A more subtle economic consequence of pension accounting relates to the future of the economy. If inflation continues at current levels during
the coming years, the already substandard and obsolete pension benefits and actuarial assumptions
will completely lose their relevance and significance to a given retiree.',' Therefore, it is conceivable that the demands from labor for increased
funding of pensions by the sponsor - employer will
become more insistent.
Moreover, the recognition of a liability (if it
happens) on the balance sheet may force managment to adopt a shorter funding period than it
would otherwise use in order to eliminate such liability. These two situations would result in a
massive transfer of funds between two parts of the
private sector. Pension fund managers would have
control over a bigger portion of available investment capital in the economy. So long as the management of pension funds can be sheltered from
political activism of any kind and be guided only
by economic logic, there can not be anything inherently wrong with this proposition. It must be
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clear that the funds would be transferred back to
the firms in the form of investment. However,
there would be a higher level of risk in the economy in general (due to increased debt /equity ratios) which might be characterized as the economic price to be paid for the philosophical argument
that the capitalistic economic system can take
care of all its participants.
Thus, it is clear that any deviation from the present rules of pension accounting will result in
changes in the financial ratios of many firms. The
effect of these changes may be negligible in certain
firms and profound in others. Moreover, this impact may vary according to different industries.
Let's examine the changes in the rate -of- return
and debt /equity ratios that would occur if the
pension liabilities were recognized as the liabilities
of the sponsor - employers.
387 Companies Surveyed
This study, covering the 1974 -79 period, contains data on total assets, total liabilities, net income before extraordinary items (NIBEI), and
vested and nonvested unfunded pension liabilities
which was obtained from Compustat data. Any
information missing on Compustat tape was obtained from the financial statements or the 10 -K
reports of the companies. The availability of the
unfunded pension liabilities on Compustat and in
the financial reports was a limiting factor on the
number of companies used in the data base.
APB Opinion No. 8 required only the disclosure of the vested portion of unfunded pension liabilities. Unfortunately, the required disclosure of
vested as well as nonvested unfunded pension liabilities under FAS No. 36 did not apply to the
1974 -79 period. Thus, the financial statements of
some firms did not contain the amount of total
unfunded pension liabilities; instead they disclosed
only the vested portion of such liabilities. However, the required data was available for a satisfactory number of firms (387). The names of these
firms and the industry groups to which they be-

long are available for those interested.
Once the necessary information was obtained,
we statistically compared various financial ratios
of the individual firms (387) and industry groups
(24) included in the data base, before and after the
proposed accounting treatments (options I and 2)
for pension liabilities.' Table I describes how the
ratios are derived before and after the accounting
change.
The entire sample of 2,322 observations (387
firms X 6 years) was classified (i) by industry into
24 groups; (ii) by year into 6 groups; and (iii) by
the magnitude of the observed debt /equity ratios
into 5 groups of approximately equal size. Then,
the statistical analysis was carried out at four aggregation levels: (1) all observations in the sample;
(2) all observations in each industry; (3) all observations for each year; and (4) all observations in
each debt /equity group.
Analysis of the Results
Table 2 shows a summary of the results of the
statistical analyses of the financial ratios listed in
Table 1. The following observations are made for
each of the key ratios:
RE T U R N / A S S E T S

Under Option 2, because assets are increased by
the amount of vested and nonvested unfunded
pension costs, return /assets decreases after the
proposed change in all observations. The means of
the differences are low and range from .123 in petroleum refining to 1.015 in steel industry where
unfunded pension costs are very high. The standard deviation figures are low too when compared
with the other ratios.' Accordingly, all differences
are significant at the 95% confidence level. On the
other hand, all annual means of the differences are
stable which suggests that the funding policies of
the average firm in the U.S. economy didn't
change over the 1974 -79 period. Futhermore, note
that as the observed debt /equity ratio increases,
the effect of the proposed change decreases.

Table 1
Definition of Financial Ratios and Their Computation
After

Name

Before
accounting change

DTE

NEWDTE2

Debt/equity
(Option 1)

Total liabilities
Total equity

Total liabilities
Total equity

RTE

NEWRTE

Return on equity
(Option 1)

NIBEI
Total equity

Total equity

After
accounting change

Unfunded pension liabilities
Unfunded pension liabilities

—

+

Symbol
Before

—

NIBEI
Unfunded pension liabilities

Debt/equity
(Option 2)

Total liabilities
Total equity

RTA

NEWRTA

Return on assets
(Option 2)

NIBEI
Total assets
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Total assets

Unfunded pension liabilities
Total equity
NIBEI
Unfunded pension liabilities

Net income before extraordinary items
=

NIBEI

Total liabilities

+

NEWDTE

+

DTE
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differences

mean

Under Option 2, the liabilities of the firms are
increased by unfunded pension costs which result
in an increase in debt /equity ratio. All of the differences are significant at the 95% confidence level. The means of the differences range from 3.759
in petroleum industry to a high of 64.062 in steel
industry. Highest
are again observed in industries with high unfunded pension
costs (steel, motor vehicles, smelting and refining
metals) while lowest mean differences are observed in industries with lower unfunded pension
costs (textile mills, wholesale, petroleum refining).
Standard deviation figures are again low with a
coefficient of variation of 135% for the entire
sample. As in the return /assets ratio, no definite
correlation seems to exist with years. However,
the differences are positively correlated with the
debt to equity level.

Under Option 1, both the numerator of the ratio is increased by unfunded pension costs and the
denominator is decreased by the same amount because pension costs are treated as a liability and
an expense of earlier period to be deducted from
retained earnings. Thus differences are always
negative, as expected, except in four industries,
year 1977, and for observations in the highest
debt /equity group. In these observations, the
debt /equity ratio after the proposed change becomes negative because unfunded pension costs
wipe out the owner's equity in the denominator.
Moreover, in these observations, the means of the
differences turn out to be insignificant. In total,
mean differences are not significant at the 95 %
confidence level in 11 industries, four years, and
two of the debt /equity level observations. Mean
differences vary between 8.293 and 622.094 with
the highest differences again observed in observa-

Table 2
Critical Ratios Before and After Proposed Changes in the Recognition of Unfunded Pension Costs

Aggregation level
Entire semplelall years 8 firm s

-

-

RTE NEWRTE
Std.
deviation*
M ean'
-6.621
79.014

DET NEWDTE
Std.
Mean*
deviation*
-23.285
31.537
-

DTE NEW DTE2••
Std,
Observations
M ean`
deviation'
2322
-105.580
1699.261

RTA NE_WRTA
Std.
Mean*
- deviation*
0.463
0.700

Industry
1.632
6.886
50.072+
19.495+
1.574
2.337
1.383
0.457
9.711
21.984
208.341
65.490
9.014
46.628+
26.582
7.605
5.936
145.709+
188.246+

-10.163
-15.707
-24.425
-7.370
-11.501
-13.294
-6-609
-3.759
-23.490
-30.008
-64.062
-35.261
-26.947
-24.421
-27,041
18.758
-15.615
-55.838
-26.278

9.049
14.453
34.072
13.700
8.194
12.137
8.809
2.995
19.668
24.105
45.447
28.949
21.803
23.784
23.682
16.035
18.160
35.056
36.847

0.294
0.219
0.258
0.163
0.432
0.340
0.253
0.123
0.397
0.791
1.015
0.448
0.591
0.709
0.730
0.592
0.563
0.957
0.628

0.502
0.215
1.162
0.300
0.351
0.288
0.224
0.105
0.403
0.716
1.125
0.644
0.487
0.703
0.610
0.726
0.787
1.028
1.005

35.155
148,914
-14.111
-31.924
-143.913

594.244+
2329.534+
17.243
71.382
1007.052+

-3.542
2.335
-0.882
-1,105
-8.296

8.528
105.829+
1.143
1.939
57.664+

-25.833
-29.655
-4.923
-7.885
-8.288

29.384
53.550
5.542
9.396
13.845

0.564
0.255
0.146
0.176
0.181

0.609
0.433
0.166
0.252
0.242

387
387
387
387
387
387

-75.551
-61.498
-45.110
25.347
-294.826
181.841

541.420
868.247+
1226.403+
1699.598+
3072.910+
1553.842

-4.186
-7.317
-5.524
-2.061
-7.632
-13.009

20.434
43.572
43.348
75.397+
123.127+
111.488

-20.571
-23,068
-24,100
24.147
-24.103
-23.812

27.199
30.780
32.947
32.652
31.699
33.573

0.444
0.426
0.488
0.466
0.507
0.507

0.587
0.787
0.701
0.722
0.634
0.634

466
479
481
469
469

-46,342
-27.460
-225,047
-242.587
23.558

245.485
934.459+
2043.822
2335.183
1894.109+

-3.757
-4.802
11.656
-8.013
- 4.638

14.670
31.938
98.630
110.845+
86.076+

-16.589
-19.375
-22.288
-25.332
- 32.630

22.731
23.214
26.266
27.532
47.965

0.719
0.616
0.477
0.346
0.148

0.991
0.665
0.525
0.486
0.546

-

72
210
54
156
108

-

-1.137
-3.603
-1.001
1.511
-1.758
-2.218
-1.053
-0.555
-3.459
-10.293
-38.093
-18.085
-6.275
-5.514
-7.321
-3.634
-3.829
-13.544
-28.185

-24.109
-76.890
47.539
76.859
-27.250
-39.281
-16.782
-8.293
-114.174
- 170.963
566.354
-232.946
-137.269
-113.412
-59.378
-73.696
-88,966
-622.094
327.529

+

24.919
114.838
1194.474+
944.889+
24.807
43.283
31.822
6.876
171.873
313.408
4589.039+
1181.147+
209.300
599.783
783.372+
152.971
285.203
4156.881+
1851.955

72
66
126
96
114
42
66
48
90
72
126
72
114
96
120
102
108
114
78

-

1. Mining
2. Construction
3. Foods
4. Textile mills
5. forest products
6, Chemicals
7. Paints, drugs, cosmetics
8. Petroleum refining
9. Rubber Et plastics
10. Glass Et cement
11. Steel
12. Smelting Et refining metals
13. Cans, hardware
14. Heavy mach. Et equip.
15. Other mach. Er equip.
16. Office Et computing mach. equip.
17. Household appliances
18. Motor vehicles
19. Other vehicles
20. Measuring, research Et surgical
equip.
21. Misc,
22. Wholesale
23. Retail
24, Service
Years:
1974
1975
1976
1977
1978
1979

-

Debt to equity ratio:
Lowest DTE
Low DTE
Medium DTE
High DTE
Highest DTE

+

'All figures are in percentages.
Difference not significant at .95 level of confidence
"The measurement of all symbols is explained in Table 1.

MANAGEMENT ACCOUNTING /MAY 1982

33

Under Option
1, owners'
equity would
be decreased
by unfunded
pension costs.

tions with high unfunded pension costs. In contrast to debt /equity and return/assets ratios under
Option 2, the standard deviation figures are extremely large with a coefficient of variation of
1609 %.
That some differences aren't significant under
Option 1, while all are significant under Option 2
seems surprising at first glance. However, further
analysis reveals that in industries with high unfunded pension costs the implementation of Option 1 almost wipes out the equity or creates a
negative debt /equity ratio. As the resulting large
positive or negative ratios are compared with
debt /equity ratios before the proposed change, the
means and the standard deviations of the mean
differences become extremely large, causing the
differences to be statistically insignificant.
RETURN TO EQUITY

Under Option 1, owner's equity would be decreased by unfunded pension costs, and thus after
the change return to equity should increase. Accordingly, return/equity is less than new return/
equity after the change in all observations except
in two industries (textile mills and miscellaneous)
where losses are observed yielding larger negative
returns to equity after the change. In these two
industries plus in five others, in 1977 and 1978,
and in two debt /equity levels, the means of the
differences are insignificant. The reason, as mentioned above, is again the fact that the deduction
of pension costs from the equity almost wipes out
the equity ratio in some observations. In all other
observations, the differences vary between 1.001
and 38.093, again larger in industries with high
pension costs. Standard deviation figures are again
high as in debt /equity ratio under Option 1 with a
coefficient of variation of 1193 %. Here, no correlation seems to exist with either years or debt /equity groups.

The overall results show that the differences in
key financial ratios are statistically significant
across - the -board when Option 2, which is more
likely to be accepted by FASB, is substituted for the
present pension accounting procedures
Some differences are insignificant under Option
1 due to the reason mentioned above. These results emphasize the fact that the firms or industries with high unfunded pension costs, in particular, are facing significant financial problems,
especially when one considers that their equities
are being wiped out by unfunded pension costs.
As expected, the proposed changes will affect
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debt /equity ratios much more than they will the
return/assets and return /equity ratios.
A Ticking Time Bomb?
The social, economic, and political elements of
the climate surrounding the private pension funds
has been characterized as a ticking time bomb.
Many of us in the accounting profession remember similar comments during the early '70s in relation to the impact of inflation on the depreciation
provisions (expenses) and profits of corporations.
As the profession comes to grips with the inflation
problem it must also face up to the challenges inherent in accounting for pension contracts.
It seems that the main responsibility of the accounting profession (the independent CPA in particular) in the case of pension accounting is to analyze th e vario us o pti ons avai lab le and t hen
choose the concepts which will most effectively
portray the economic reality. If accounting theory
and economic reality dictated the recognition of
liabilities, then the profession must choose that
concept. In his research report sponsored by the
FASB, Yuji Ijiri concludes that mutually unexecuted contracts must be recognized as liabilities or
assets if the commitment is firm and reasonably
guaranteed.1 0 Under the second option discussed
in the study, pension contracts could be viewed as
mutually unexecuted but the commitment of both
parties as to execution could be classified as firm
and reasonably guaranteed (especially for labor).
It can be argued that even under the present definition of liabilities the unfunded pension liabilities
are the obligations of the sponsor - employer. The
study also presents a picture of financial and economic consequences of various pension accounting procedures and concludes that under both options, presented as alternatives to the pension
accounting procedures currently employed, there
will be a significant across - the -board impact on
key financial ratios of companies.
11
' Financial Accounting Standards Board, Statement of Financial Accounting Standards No. 35, "Accounting and Reporting by Defined Benefit Pension Plans, "Stam ford Conn., 1980.
° Accounting Principles Board, APB Opinion No. 8 "Accounting for the Cost of
Pension Plans."
' FASB, Statements of Accounting Concepts No. 3, "Elements of Financial Statements of Business Enterprises," Stamford, Conn., 1980.
' Yuji Ijiri, Recognition of Contractual Rights and Obligations., An Exploratory
Study ofConceptual Issues, FASB, Stamford, Conn., 1980.
° Dane W. Charles, and R, Scott Miller, "Pension Accounting —Some Unanswered
Questions," The CPA Journal, February 1980, pp. 19.23.
' Alvin D. Lorie, "The Once and Future Pension Reform," Businesr Week. April
21, 1980, pp. 25 and 28.
Business Week, April 28, 1980, pp. 62 and 66.
° The test statistic employed in this study is the ratio of the difference in the means
of accounting changes to the standard error (standard deviation of the differences in
these means).
° The "coefficient of variation' which is a measure of relative variability and which
is the ratio of the standard deviation to the mean. expressed as a percent, is 151%
for the entire sample.
'° Ijiri, op. t i t .
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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 sys-

tem is easing the life of accounting
departments at over 200 companies
And the system fully accommodates the newACRS accounting
requirements.
We can provide a smooth conversion from manual or automated fixed
asset systems. And you will have the
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

Ithesametime.
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Fixed Asset and Accounts Payable
1250 Oakmead Parkway,
Sunnyvale, CA 94086 Tel: 4081730 -01001
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Public Accountants
Internal and Edp Auditors
Cost Accountants

Financial Analysts
Tax Specialists
General Accountants

Assistant Controllers
Treasury Analysts
Banking Professionals

Plan to participate in the Source Finance—

Accounting
CAreer
$18,000-

For complete details,
call Dare Walker, CPA,
at 1 -800- 821 -7700
x820. Call today,
tonight or this
weekend. Our toll free
lines are open 24 hours
a day, 7 days a week.
A special program for
career oriented
accounting and financial
professionals with two to
six years of experience.

Source Finance, the nation's largest
non - franchised recruiting firm
specializing in the accounting and
financial professions, has developed a
unique career planning program.
If you are an accounting or financial
professional with two to six years of
experience, now is the most critical
period in your career. At this point in time,
you have an almost unlimited number of
career options from which to choose.
Unfortunately, this also means you have
more opportunities to make an error in
selecting your one best career path. A
wrong move now could close forever the
option that would have yielded you the
greatest longterm potential.

The Source Finance Accounting and
Finance Career Conference is designed
to help you evaluate all of your career
path alternatives. Key hiring executives
from leading organizations in your area
will be available through the Conference
to explain their organizational structure
— and where you might fit in. You'll learn
exactly what they can offer in the way of
compensation, management potential,
professional exposure, initial position
assignments, education and certification
assistance and much more. These firms
present the broadest possible
cross - section of career opportunities for
any accounting or financial professional
having two to six years of work
experience. The organizations are
diverse in size, industry, locations and
type of position currently available. Each
has something special to offer that might
better utilize your experience and
education to broaden your career
potential. The Conference is a simple and
easy way for you to rapidly investigate a
wide variety of career alternatives while
maintaining complete confidence.
Thousands of specific position openings
currently exist within Conference
participants. A brief summary of these
openings is presented below.
Public Accounting
Opportunities exist at every level of
public accounting. Big 8, National,
Regional and Local CPA firm Conference
participants have expressed interest in
persons with two to five years experience
in audit, tax or management services.
This is an outstanding opportunity to
move from a local to a national firm or
vice versa. Starting salaries range from
$18.000 to $45,000.

Auditing
Many of the large industrial organizations
participating in the Conference view
internal auditing as the ideal position for
CPAsto make the transition from public
to industrial accounting. They look upon
this group as a pool of future executive
talent. Typical titles include Edp Auditor,
Internal Auditor, Audit Supervisor, Audit
Manager, Director of Audit, Director of
Internal Control, etc. Starting salaries
range from $20,000 to $45,000.
Cost Accounting
A wide range of companies participating
in the Conference are looking for Cost
Accountants. Persons experienced in job
cost, standard cost, process cost and /or
cost analysis are in very high demand.
Many organizations offer a career path
leading to plant or division
controllership. Several of the higher level
positions require individuals capable of
designing and installing computerized
standard cost systems. Starting salaries
range from $18,000 to $35,000.
Financial Analysis
A wide variety of alternatives are
available for professionals interested in
achieving high visibility and recognition
for theircreative insight and
resourcefulness. The types of
backgrounds sought are varied and
include those with experience in ACME
or CPA firm consulting, budgeting and
financial planning, securities analysis,
etc. Typically, an MBA or equivalent is
preferred. Unique management
opportunities exist, such as Manager of
Financial Analysis, Senior Financial
Analysis, Director of Corporate Planning,
Manager of Securities Analysis and
Director of Mergers /Acquisitions.
Starting salaries range from $20,000
to $45,000.

Call Dave Walker, CPA, at 1- 800 - 821 -7700 x 820

and Finance
x45,000+
Ina city near you soon!
A special note to CPAs
considering leaving
public accounting
Each year Source Finance assists
hundreds of professionals in public
accounting firms (Staff, Seniors,
Supervisors and Managers) in making
the crucial transition from public
accounting to industry. Since most of our
professional staff have also made this
transition successfully, Source Finance
is uniquely qualified to review your
career progress, identify experience
areas which need to be further
developed, suggest alternatives and
develop a career plan that is tailored to
the professional seeking growth. The
Accounting and Finance Career
Conference offers you a unique
opportunity for close scrutiny and
examination of the total spectrum of
career alternatives available for those
with public accounting experience. Be
sure to register today.

General Accounting
An extremely broad range of openings
exists for those with strong general
accounting backgrounds. Typically,
these are supervisory or management
positions directing a combination
professional and clerical staff.
Requirements include a degree in
accounting with preference to graduate
study and /or CPA. A number of small to
medium sized firms provide openings
that stress growth and personal
contribution. Starting salaries range from
$18,000 to $40,000.

Assistant Controllers
The potential for significant professional
growth under the tutelage of an
experienced Controller is provided by
several prestigious Conference
organizations. Typical experience
requirements include a minimum of two
years experience in public accounting or
industrial experience as a Cost
Supervisor or Internal Auditor. These
positions are considered "fast track" and
will lead to GontrolIerships in a short
time. Starting salaries range from
$20,000 to $35,000.

Tax Research, Planning &
Management
A number of Conference participants
(including several CPA firms) offer
exceptional growth opportunities for
professionals preferably having at least
two years of experience in taxation, a
CPA and an advanced degree in taxes,
business or law. Typical titles include Tax
Supervisor, Tax Manager and Director of
Tax Research. Starting salaries range
from $22,000 to $45,000.

The Accounting and
Finance Career
Conference will be in a
city near you soon. Call
today for complete
details.
Call Dave Walker, CPA, today, tonight or
this weekend at 1- 800 -821 -7700 x820
(Missouri residents please call
1- 800 -892 -7655 x820). Our special
Career Conference toll free lines are
open twenty -four hours a day, seven
days a week, including Saturdays and
Sundays. As soon as we receive your
inquiry, one of our professional staff will
get back to you about Conference dates
for your area, specific opportunities
available and how you may enroll in the
Conference. There is no charge to you
whatsoever to participate in the
Conference — and your confidence will
be rigidly protected. Don't miss this
unique opportunity. Be sure to call today
or this week. If u nable to call, write:

Dave Walker, CPA
Source Finance
Headquarters
2 Northfield Plaza
Suite 227, Dept. A -3
Northfield, Illinois 60093

* ,Source Finance
35 offices across the U.S.

You Can Call It Earnings . . .
214-4

Use of the
term 'reserve'
is discouraged
by almost all
the accounting
textbooks.

Almost all of the accounting textbooks today
discourage the use of the term reserve. More and
more, the texts are emphasizing the use of retained earnings rather than earned surplus. The
use of the term additional paid -in capital is now
showing up in some texts. For example, Kieso and
Weygan d t u se i t t hro u gh o ut t he tex t while
Welsch, et al, note that capital in excess of par or
stated value is sometimes called additional paid -in
capital. All ofthese are encouraging developments
in the standardization of accounting terminology
and should speed the process of uniform accounting procedure.
Toward Standardization?
The terminology used in financial statements
has changed considerably in the decade of the seventies. A trend toward the use of more meaningful
terminology such as Statement of Changes in Financial Position, Additional Paid -in Capital, and
Retained Earnings is evident. The use of older
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terms such as Net Worth and Earned Surplus in
financial statements has almost been discontinued.
The two areas which are changing the slowest
are the titles of the two major financial statements. There is some indication, however, that the
use of titles for the major statements is beginning
to change. Managers and accountants are becoming aware of the need for better terminology in financial statements. This awareness is evident in
the helpful descriptions used in recently published
financial statements and in the attention given this
subject by professional groups, periodicals and
textbooks. It is clear that the ideas advanced in
the terminology bulletins have had a positive effect. Perhaps someday all terminology in financial
reports will be consistent and reflect current accounting practice. From the earliest years of accounting the trend has been moving toward standardization. The sooner this is accomplished, the
more efficient accountancy will be for the preparers❑as❑well❑as❑the❑users❑of❑statements.❑❑
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What Should Banks Disclose?
Banks are willing to discuss risky loans with bank
examiners —but seem unwilling to disclose
details of such loans publicly.

By Edward C. Lawrence
Unt il the 1960s, fin an cial d isclo su re b y co m m ercial banks la gged far b eh in d th e rep o rtin g p ractices in oth er in d u stries. Mo st b an ks m ain tain ed
m inim al p u b lic d isc lo su re p o licies even th o ugh
they were req u ired to file d etailed fin ancial statem ents with b an k regu lato ry agencies. In fact, a
governm en t su rvey in 1964 in d icated th at ap p ro x im ately 25% o f th e largest 300 ban ks d id n ot issu e
incom e state m en ts to th e ir sto ckh o ld ers.` Wh ile
this m ay seem unu su al by to d ay 's stand ard s, it
was deem ed necessary at th at tim e to m a in ta in
public confid ence in th e ban kin g sy stem .
Eventually , stru ctu ral ch an ges in th e b an kin g
industry p erm itted th e go v er n m e n t t o pressu re
banks into p ro vid in g m ore d etailed fin an cial statements to investors. Alth o u gh few m em bers of th e
banking or accou n ting p rofessio n s argu ed again st
the need fo r so m e rep o rtin g refo rm , th e q u estio n
of the exten t o f refo rm rem ain s u n reso lved . William Dough erty , Pres id en t o f N CB Co rp o ra tio n ,
is typical o f th e m ajo rit y o f b an kers wh o b elieve
that recent gu id elin es an d regulatio n s req u ire ex cessive disclo sure o f fin ancial info rmation .'
Support fo r th is p o sition can b e fo u n d b y sim ply c om pa rin g th e le n g th o f a n n u a l rep o r ts o f
banks with com p anies in oth er in du stries. Fo r ex am p le, th e 1980 An n u a l R e p o r t o f B a n k Am erica Co rp o ratio n to taled 56 p ages with eigh t
pages inclu din g ph o to grap h s. IBM, o n t h e o t h e r
0025 - 1690/82/6311 - 1515/$01.00/0

h an d, published an annua l report of 44 pages, of
wh ich 22 pages were fully or partially devoted to
pro duct photographs. Sim ilar comparisons by the
au thor revealed that these institutions are not abno rm al in their respective industries.
Unfortunately, m uch of the deb ate over financial disclosure tends to ignore the economic implications of such requirements. Before any accountin g policy or regu lat ion is adop ted, a care ful
evaluation of the benefit -cost relationship should
b e m ade. This ideal is not often car rie d o ut in
practice. Executives in industry often com plain
th at governm ent agencies and professional acco unting bodies are too willing to experiment with
new regulations and rules without adequate study
of the ultim ate econom ic im pact on the econom y
or the affected industry.'
I will discuss her e th e d es ir ability of rec ent
bank financial disclosures giving special attention
to how t hey a ffe ct managerial decision m aking
an d perform ance. First, it is beneficial to discuss
briefly the historical background that is essential
to understanding the controversy.

I
Edward C. Lawrence is
the assistant to the
director of the Ph.D./
M.S. programs in the
College of Business
Administration, The
Pennsylvania State
University, University
Park, Pa. Formerly a
bank officer, he is a
Ph.D. candidate in the
Department of
Finance. This article
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Central Pennsylvania
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Th e Need f or Additio nal Bank D isclosure
Although the Securities Act of 1933 and the Secu ritie s E xch ange A ct of 1934 w ere de signed to
in sure that investors of publicly held corporations
were provided with sufficient financial informatio n, banks were a m ajor exception to these laws
an d were generally exem pt from m ost of the disCopyright c 1982 by the National Association of Accountants
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Banks are
different: a
significant
portion of
liabilities are
payable
practically on
demand.
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closure requirements under section 202 of the
1934 Act. Apparently, Congress believed that the
power already entrusted to the bank regulatory
authorities was adequate under the existing circumstances at that time.
Although bank regulatory agencies had the authority to require additional public financial reporting, they chose not to do so. In support of
their lenient disclosure policies, the agencies often
cited "critical" differences between banks and
other businesses. Paul Horvitz, for example, identified three of the agencies' most important concerns.' First, it was felt that banks should make
only minimum disclosure of unfavorable financial
data in order to maintain public confidence in the
banking system. Second, because the banking industry was closely regulated, it seemed unwarranted to require extensive disclosure to protect
depositors and shareholders. Finally, many feared
that unfavorable exposure would accelerate the
failure of the bank. This latter concern may have
contributed to the events between October 1930
and July 1931 when approximately 1,400 banks
failed from bank panics,' resulting in extensive
damage to the local and national economy.
The Depression years' bank panic illustrates
one of the most important characteristics that distinguishes the banking industry from the manufacturing and service industries: a significant portion of total liabilities are payable practically on
demand. Any unfavorable financial disclosure
could cause a liquidity crisis as depositors rush to
withdraw their funds, On the other hand, an adverse report from Exxon would probably not reduce the sale of oil products or threaten the corporation's liquidity position.
Of course, the creation of the Federal Deposit
Insurance Corporation (FDIC) greatly reduced
the risk of depositor runs on banks. In addition to
insuring deposits up to $100,000 per account, the
FDIC also provides other forms of financial aid to
troubled banks. This support, often in conjunction
with assistance from the Federal Reserve System
(FRS), has been employed frequently in recent
years. The failure of several large banks, however,
can still place an enormous burden on the system.
For instance, Franklin National Bank of New
York received massive doses of financial aid from
the FDIC and the FRS in the largest bank failure
in U.S. history during 1974. 8
With most depositors being protected by the
FDIC, the disclosure controversy naturally began
to focus on the needs of investors. There is always
the danger that some stockholders and bondholders will be induced into making unsound investments in banks that they would not have otherwise made under a full disclosure policy. In 1975,
for example, Jack Guttentag argued that minimal
di scl os ure migh t act ual ly caus e more rapid
changes in perceived bank conditions:

While the underlying condition of large
banks usually changes slowly, the market's
perception of their conditions may change
very rapidly. This reflects incomplete disclosure of data on bank operations and general
lack of sophistication about banking on the
part of many investors ... Instead of constraining a bank in small doses by raising
rates on bank liabilities as the bank's risk exposure rises, creditors tend to classify banks
as "s afe" o r "o t h er, " an d when a b an k
swings into the other category its uninsured
creditors run out as their claims mature.'
He goes on to suggest that the FDIC should extend insurance to all deposits regardless of the size
in order to remove the incentive large depositors
have to withdraw their money when banks have
financial problems.
Authority for Disclosure
Th e B ank Ho l d in g C o mp any Act of 19 5 6
changed the face of banking. Prior to this legislation, commercial banks could only conduct business within the boundaries of a particular state.
By changing their organizational structure to that
of a bank holding company (BHC), banks could
offer certain services in other states. Not surprisingly, the majority of medium -sized and large
banks changed corporate structures to facilitate
growth.
The growth of BHCs added a new dimension to
the debate on bank financial disclosure. While
banks were generally exempt from the Securities
Act of 1933 and Securities Exchange Act of 1934,
BHCs were not, Thus they were required to meet
the same disclosure requirements that other industries were subject to. In addition, BHCs were
now under the jurisdiction of the Securities & Exchange Commission which had long been vocal in
its disagreement with minimum bank disclosure
policies.
Despite opposition from both bankers and bank
regulatory agencies, the SEC became a dominant
force in setting reporting standards. With the SEC
taking the lead responsibility for bank financial
disclosure, the bank regulatory agencies began to
modify their positions to include greater public reporting. This change was reinforced in 1974 when
Congress passed new legislation requiring the
bank agencies to follow the SEC's disclosure requirements. Although this development weakened
their powers over bank disclosure, it has not significantly reduced the bank agencies' opposition
to many of the SEC's recent proposals.
Further Implications of Financial Disclosure
Let us look at the desirability of additional financial disclosures and their implications for bank
management. Most of this discussion will be diMANAGEMENT ACCOUNTING /MAY 1982

rected toward the loan and investment portfolios
whi ch ap p ear to be at th e cen t er o f t h e
controversy.
Many bankers would probably agree with a
banker's statement that government agencies pass
rules, regulations and ceilings apropos to every
facet of the banking industry without any clear cut, defined, logical plan and without thinking
about the impact on the banking system.' The
SEC's insistance that banks should publicly disclose some measure of the "quality" of the loan
portfolio is often cited as an example of this alleged behavior.
RISKY LOANS

In 1974, the SEC published Accounting Series
Release No. 166 which was concerned with the
ability of investors to understand and evaluate the
risk of bank loan portfolios. A crucial passage of
ASR No. 166 reads:
Additional disclosure should also be considered in cases where there have been substantial changes in the risk characteristics of
portfolios, even when increased provisions
for losses have been made. Where, for example, loans which are considered doubtful as
to collectibility have materially increased, or
where there have been large increases in delinquencies, loans extended or renegotiated
under adverse circumstances, or other evidences of changed risk, registrants should
expand on normal disclosures to highlight
such factors (p. 338).
The problem, of course, is to determine what
kind of information should be provided and in
what form. Even though there has been only minor resistance from the banking community to the
pressure to release more data on the maturity and
structure of the loan portfolio, the SEC appears to
be less than satisfied with the disclosures that
have been made.
Originally, the agency considered requiring the
disclosure of the volume of loans classified as having a higher than normal risk by bank examiners.
Not surprisingly, there was a strong negative reaction from both bankers and banking agencies. Not
only are examiner evaluations extremely subjective, but bankers maintained that there was little
empirical evidence suggesting that examiner evaluations were useful for measuring risk. The most
penetrating comment, however, was made by
Robert E. Barnett, former Chairman of the FDIC,
in an address before the CPA Society in 1976.
Likewise, we consider the examination report part of a confidential process. Bankers
are willing to discuss frankly the weaknesses
in their loans because they are confident
MANAGEMENT ACCOUNTING /MAY 1982

that anything told to an examiner will be
treated in confidence.... The necessary information gathering and loan discussion are
facilitated because the banker views it as a
cooperative affair rather than an adversary
process. Time and money can be saved if
If the confithis cooperation continues
...
dentiality is lost or the process becomes adversary, there quite possibly would be a deterioration in the quality of examinations.'
RESTRUCTURED DEBT

Restructured debt is another area of concern to
the SEC and the Financial Accounting Standards
Board as far as the banking industry is concerned.
In cases where a loan is renegotiated and restructured due to the financial difficulties of the debtor,
both entities generally favor immediate recognition of any loss by the creditor. The amount
would be determined by the difference between
the present value of the loan before and after the
restructuring. This procedure, they believe, is necessary to reflect the economic reality of the situation properly.
Bank management, on the other hand, believes
that such accounting practices would change the
nature of lending. For example, Citicorp's Chairman Walter Wriston asserts that recognizing immediate losses on such restructured loans would
impair loan loss reserves and limit future lending
capabilities. 1 0 Gabriel Hauge, former Chairman
of Man u fact urers Hano ver Trus t Co mp an y,
makes another significant point:

Benefit -costs
must be
considered
before
adopting any
rule affecting
banks.

The adoption of such accounting rules could
cause lenders to make or renew credit arrangements on a short term variable rate basis, so as to avoid the punitive effects of present value accounting for restructurings
which typically involve long term credits."
Such emphasis ultimately would be to the disadvantage of troubled debtors who would undoubtedly prefer longer terms to shorter ones. In
fact, it may even increase the chances of failure of
many troubled companies. There also seems to be
something inherently misleading about the creation of accounting rules that make creditors indifferent between renegotiating a troubled loan
and simply forcing the debtor into default and
bankruptcy.
It is interesting to examine the trend in troubled
debt restructuring since the disclosure debate began in the mid 1970s. Figure I reveals a marked
decrease in the amount of restructured loans in
sample banks since 1975. There are several possible explanations for this decrease. First, the trend
may be largely due to the economic recovery after
the 1974 -75 recession. Second, the increased disclosure of problem loans may have provided bank
45

However, many bankers claim the SEC ignores
the primary nature of the investment portfolio
which serves as a management tool to fine -tune
liquidity and provide secondary reserves. In many
situations, the securities will be held to maturity
with no actual realized gains or losses.

Figure 1
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(1) Bas e year

Although these examples represent only a few
of the recent disclosure proposals to surface in recent years, they do highlight some of the basic issues involved. Regardless of which viewpoint one
holds, everyone seems to agree that the problem
does not lend itself to simple solutions. The protective policies of past bank regulatory agencies
are no longer needed because of changes in the
structure of the industry (e.g., the insurance provided by the FDIC). But the call from members of
the industry for a more careful evaluation of the
impact of present and proposed disclosure policies
would appear warranted. The solutions, if any exist, do not seem to lie in the direction of providing
more data of a subjective nature. In fact, this type
of data may actually lessen the credibility of other
more reliable information contained in the financial statements.
❑

is 1975.

(2) The

ve rt i cal axis r epr es e nt s t he amo unt o f r es t ruc tur e d debt as an aver age per c ent o f t he
base ye ar f or se vente e n o f t he lar ge st do m es t ic banks .
Q) The sam pl e banks wer e se l ec t e d be cause t he y pr o vi de d c om pl et e di s cl o s ur e o f de bt
rest ruc tur ings si nce 1975.

management with additional incentive to reduce
the risk in their loan portfolios. Without knowing
the actual cause of this trend or its impact on the
economy, however, the accounting profession
should not ignore the possibility of a relationship
between reporting requirements and management.
decisions. 12
The problems relating to restructured loans also
are closely related to issues surrounding bank investment portfolios. In both cases, the SEC emphasizes disclosure on a current value basis with
the recognition of any unrealized losses (or gains).
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In theory, financial disclosure should not affect management decision making as
long as sophisticated investors (or their financial analysts) can evaluate the impact
of the decision on the firm's expected cash flows. However, some researchers believe
that financial reporting may alter managerial decisions due to inconsistencies
between decision models and reporting models. For example, see W1 Ferrara
"Ac c o unt i ng fo r P e rf o r m anc e and Decision M aki ng, " MA N A G EM E N T
ACCOUNTING, December 1976, pp. 13 -19.
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How Detroit Edison Improves
Its Productivity
Each department director must appear
before the productivity committee and report
on departmental productivity improvement.

By Lloyd W. Coombe and Robert R. Densmore with the exception of partial relief for increased
fuel and purchased power costs. In highly inflationary times, therefore, nonfuel operating cost in-

With assets of $51/2 billion, Detroit Edison provides electric service to approximately 1.8 million cr e a s es a r e in cu rr ed lo n g b e f o r e r a t e re lief is
customers in a 7,600 square mile area of South- granted. Utilities, unlike m ost m anufacturers, are
eastern Michigan. The service area includes 13% una ble to im m ed iat ely in cr ea se pr ic es t o of fs et
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Lloyd W. Coombe is
assistant general
auditor of The Detroit
Edison Co., Detroit,
Mich. He has a
M.S.E.E. from Wayne
State University. This
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through Macomb
County-Michigan
Chapter.

of Mich igan 's land area an d a population of nearly
five m illio n p eo p le, m o re th an half on t he state's

population . In 1981, Detroit Edison produced and
sold approximately 34 billion kwhrs of electricity
for revenues of $2.0 billion.
An unusual characteristic of electric utilities is
the large investment in facilities per dollar of annual revenue income. At Detroit Edison, there is
ap p ro x im ately $3.33 in vested in utility properties
fo r each d o llar of an n ual reven ue, as com pared to
a ratio o f 39 cen ts in vested in plant per dollar of
reven u e fo r a ty p ical man u facturing com pany.
Th e u tility p lan t in clu d es p owe r plants, trans-

mission lines, and distribution stations which are
large in size and use very complex equipment and
control systems. As a result , the company is highly oriented in the engineering and technical direction . Productivity and cost - effective improvements are of utmost importance because of this
large facility investment and because electric utilities are regulated by state and federal commissions. The price of our product can only be increased after complex and lengthy rate hearings,
50
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these increased costs.
Building a P roductivity
Im provem ent Environm ent
The com pany his torically has h ad a reputation
for being innovative and progressive in developing
and introducing advanced technologies and equipment. As lon g a go a s t h e la t e 1920s, an ana log
com puter was introduced for use by engineers in
solving network analysis problems associated with
relaying and operations. More over, fo r o ve r 25
years the co m pany has c onducted wor k sim plification, problem solving, and inno vative t rain ing
classes for both managem ent and professional personnel. Another concept introduced m ore than 20
yea rs ago was t he us e o f tec hn ician s t o sup po rt
engineers, resulting in increased engineering effectiveness. Today, we have approxim ately one tech-

nician for every three engineers in the company.
(See Figures 1, 2, 3 for graphic illustrations of
productivity gains.)
In 1972, a corporate productivity committee
was formed with representation from the major
Copyright 0 1982 by the National Association of Accountants

functional areas of the company. This committee The goals are established by corporate top manis responsible for determining the potential for in- agement and results are reviewed on a monthly
creased productivity in company operations, rec- basis. Each year objectives are modified, revised,
ommending organization and staffing for support or deleted as necessary. New objectives may be esservices, evaluating services of professional con- tablished and measurement targets adjusted. Indisultants, and recommending a course of action to vidual departments are expected to design their
initiate programs for increasing productivity and own MBO programs to support the corporate
decreasing costs in the company. In order to carry objectives.
In 1975, we increased our planning efforts when
out its mandate, this committee requires that each
department director periodically appear before it corporate strategic planning was formally instian d rep o r t o n d ep ar t me n t al p ro d u ct i vi t y tued at Detroit Edison. From this effort we developed a five -year corporate strategic plan which is
improvement.
At these review sessions each department direc- updated annually. The underlying purpose is to
tor is requested to review methods of measuring st i mu l at e an t i ci p at o ry t h i n k in g wi t h i n t h e
the productivity of personnel. The director also is company.
requested to report on productivity performance
To make strategic planning work, a company
and improvements since the previous review ses- must adhere to certain guiding principles:
sion. New methods for improving productivity
also are presented, and the department head is • An active corporate commitment to excellence
and the concomitant rejection of mediocrity.
asked to share with the committee any problems
that may have occurred in measuring or evaluat- • An unreserved willingness to accept and implement new concepts and new courses of action to
ing departmental productivity. Finally, when necimprove the company's prospects for the future.
essary, the productivity committee offers advice
on actions the department director might take to • An absolute adherence to unity of purpose, in
that the interests, programs, and goals of indibetter measure and improve productivity.
vidual departments of the company are subject
Top management is regularly briefed on the
to, and preempted by, overall corporate goals.
committee's actions and projects. A summary of
all review sessions is prepared and presented to
the president of the company, to whom the proUnder these guiding principles, three questions
must be systematically considered in the strategic
ductivity committee reports.
planning process:
Managing by Objectives
In 1974 we established a Management By Objective MBO program to facilitate greater productivity gains, as well as gains in corporate performance in all significant areas. Annually, corporate
objectives with measurable targets are established.

Robert'R. Densmore is
chief financial officer
at Manufacturers
Hanover Mortgage
Corp. He has an MBA
degree from the
University of Detroit.
He is President -elect
of Macomb CountyMichigan Chapter.

1. Where are we today?
2. Where will we be five years from now?
3. How are we going to get there?
The most recent corporate strategic plan in-

Figure 1
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eludes nine corporate goals and 80 supporting
strategies, actions, and expected results.

that a positive environment for improvement exists, and for encouraging and assisting their employees in originating and implementing cost effective productivity improvements.

In 1978, the company established a corporate
work measurement program, adopting the policy
that:

planning

Strategic

Work Sampling
Our latest productivity tool is work sampling, a
work measurement technique designed to determine how personnel are utilized at Detroit Edison. Applied widely, this approach is based on a
sampling of engineering, technical, maintenance,
and construction employees.
Through the technique of random sampling, we
determine the percentage of time a group of employees spends working, receiving instructions,
traveling, waiting, doing personal business, idling,
doing nonproductive work, and being unobserved.
These categories can be broken down further if
management desires. Work sampling is a management fact - finding tool. The group information obtained, including trends over a period of time, are
used for analysis and management improvement
actions as necessary.
In one engineering area, analysis of work sampling data led supervisors to the conclusion that
deficiencies existed in the work planning and
scheduling procedures. As a result, a new system
of work planning, scheduling, and control was established. Work sampling is a useful tool to assist
management in making effective decisions on how
to improve the productivity and performance of
engineering and technical staff.

It is the intent of management to utilize effective work measurement throughout the
company.
To help implement this policy, the Industrial

process asks: Engineering Services Division was established as
Where are we part of the Auditing Department. In addition to
to d a y . . . industrial engineering project activities, this division is charged with establishing appropriate work
measurement methodology for use in the company, and for supporting the various departments
which are responsible for carrying out their own
work measurement programs in accordance with
the established methodology. Industrial Engineering Services provide consulting and guidance to
departments in establishing and carrying out their
work measurement programs. it also has the responsibility for auditing departmental work measurement programs and results.
In conjunction with continuous training programs, and various formalized communications,
these corporate programs constitute the environment that promotes an attitude of cost effective
productivity improvement throughout the work
force at Detroit Edison. Our basic philosophy and
approach is based on the belief that improvement
is primarily accomplished through the corporate
organization structure. Department directors and
first -line supervisors have key roles in ensuring

Automating Map Record
During the mid - seventies Detroit Edison management initiated a program to replace its manual
map records with computer - generated maps, ere-

Figure 2
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Figu r e 3
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ated and later maintained on interactive graphics
computing equipment. An area of 3,300 square
miles, the high growth portion of the company's
service territory, was targeted for conversion to
the new system.
The primary objectives were to establish current engineering records, to eliminate costly redundancy in engineering record keeping, and to
establish a pool of facilities information which
could be accessed to improve other phases of distribution engineering productivity. This project is
the largest of its type ever undertaken by a utility
company.
In every respect, the program has been successful. Prior to computer mapping it was estimated
that bringing the manual maps up to date would
require a one - hundred man -year effort. Just six
years later, this backlog has been effectively reduced to zero. In the manual mapping era, there
were more than 15 sets (map types) of overlapping
facilities information. Today, there is a single base
of mapping data which is tapped by computer driven plotters to draw the various types of maps
that are needed. Formerly, 50 drafters were employed in the maintenance of company maps. Today, only ten employees are needed to provide the
same service.
Having achieved its objectives in the context of
engineering record keeping, the company is now
turning its attention to other productivity improvements which can be realized via the computer mapping data base. Recently, the mapping data
was interfaced with the company's Customer Information System. This data tie has led to significant improvements in service restoration activities. Cu st omer o ut ages are n ow rep orted by
coordinate location. This location pinpoints the
MANAGEMENT ACCOUNTING /MAY 1982
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distribution transformer which serves the customer. As calls are received, transformer locations are
spotted on computer - plotted storm boards. Storm
outage spotting, analysis, dispatching, and field
res ou rce man agemen t have co rresp on di ngly
benefited.
Detroit Edison is now well into another data interface project. This effort involves marrying the
mapping files to the company's Transformer Load
Management System. Currently, the transformer
files which contain information such as location,
rating, and circuit nomenclature are maintained
independently of the mapping system. The file
maintenance responsibility lies in the distribution
design area of the company, and in a typical year
requires a six man -year commitment. When the
system interface project is completed, all transformer descriptive information will be furnished
by the mapping system. Demand data will continue to be drawn from the Customer Information
System. Given the interactive and graphic advantages of the mapping system, it is expected that
passing the mapping transformer data into the
load management programs will significantly improve load calculations, and in addition, bring
about an annual savings of approximately six
man - years.
With the completion of Detroit Edison's map
conversion project, the company is now planning
to install remote interactive graphic terminals in
its district offices. With such hardware in place, it
is expected that programs will be developed using
the mapping data base to support many distribution engineering and design activities. In fact,
functional designs are already under way for two
such applications: circuit /area service reliability
monitoring, and circuit /area facility summaries.
53

Detroit Edison's management is proud of its decision to pioneer the use of computerized mapping,
particularly now that it begins to reap the spin -off,
labor- saving advantages.

... How are
we going to
get there?
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Calculating Short Circuits

During July 1980, an Interactive Short Circuit
System (ISC) was placed in service in the Electrical System Department. This system was develSimulating Power Flow
oped by the Technical Systems Planning DepartThe Interactive Loadflow (ILF) System devel- ment at the request of the Relay Division. Its
oped in the early 1970s provides company engi- purpose is to provide relay engineers more effineers on -line interactive graphical and tabular dis- cient methods for initiating short circuit calculaplay capability for conducting simulated studies of tions, and to obtain faster turnaround time in the
network power flow and voltages under various presentation of results. The ISC is already one of
normal and emergency conditions. Included is the the primary tools used in the analysis and design
ability to change data easily to represent different of relaying schemes for protection and control of
network and load conditions, obtain solutions equipment throughout the power generation and
quickly, and display colored results in network di- distribution system.
agram or tabular form. All functions are provided
ISC is made up of a system of programs comby seven - color, limited graphics, CRT, man -ma- bining state -of -the -art computer technology and
chine interface terminals connected to corporate electrical engineering techniques to provide engineers with repetitive simulated solutions to varicomputers.
In addition, the ILF System automatically han- ous types of power network troubles. Studies are
dles the administrative functions associated with conducted using a CRT with a keyboard for easy
loadflow studies. This includes maintenance of the man - machine interfacing. The results from any
loadflow data files, printing selected results off - study appear on the CRT within seconds of the
line, and recording data changes. The following final command. The ISC system operates on one
engineering productivity benefits have been real- of Detroit Edison's corporate computers in paralized with this system:
lel with o t h er o n -l i n e s ys t e ms an d b at ch
processing.
• Instantaneous response for setting up study
The ISC system increases the number of tools
conditions, reducing time required by 75 %.
available to relay engineers and results in im• Improvement in turnaround ti me for load - proved productivity. An estimated annual savings
flow studies from a day to minutes.
of 2,600 engineering manhours will result from
• Eli mi nat io n of overtime wh ile i ncreasi ng the use of ISC. Faster and more thorough analysis
work load with no increase in personnel.
also provided fault studies which are more com• Reduction in number of runs due to rapid and prehensive and trustworthy and which help to
more comprehensive output.
provide adequate protective relaying and control
• Reduction in training required for new engi- systems for a secure and dependable electrical
neers and technicians from two weeks to two system.
days.
In summary, the programs cited are but a few
• Reduction in engineering manpower for load - of the continually expanding number of improveflow studies equivalent to one person.
ments implemented at Detroit Edison to increase
• Reduction in field maintenance labor costs, due the productivity and effectiveness of engineering
to better planning and scheduling of power and technical personnel. The corporate productivequipment shutdowns.
ity improvement environment has an impact on
• Reduction in operating costs of generating units not only engineering, but all areas of the comparequired for power system security.
ny's activities, especially the bottom line.
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Modernizing a Laundry's
Accounting System
The first step in overhauling a company's
existing accounting system is to convince
the employees that it will work.

By Lois A. Brozey
Smaller businesses probably need efficient accounting systems even more than larger businesses do. Of the five major reasons for business failures, the lack of adequate accounting information
ranks close to the top, right behind insufficient
capital and the lack of management expertise.
In almost all new businesses , the accounting
system at first is relegated to the background,
more often than not tolerated as a necessary evil.
Like Topsy, the system " just grows," and one operation is added to another without consideration
as to whether or not the old could be consolidated
with the new or dispensed with entirely. As the
business grows, the accounting department becomes so overloaded with day - to-day details that
it doesn ' t get an overall picture of the operations.
The res ult is that report s which management
needs promptly in order to make intelligent decisions are likely to be rendered as long as a month
after the close of the accounting period , if at all.
Customers ' statements go out later each month,
receipts come in slower, bills are not paid in time
to take advant9ge of cash discounts, and employee
turnover resulting from chronic exhaustion results
in the worst headache of all for management. At
this point , management usual ly reali zes that
something must be done and calls upon the "experts" to come in and create an efficient , smooth running system. This salvation , of course, is to be
done instantaneously and without disturbing any
0025 - 1690/82/6311- 0383/$01.00/0

of the comfortable habits or relationships that
have developed within the organization.

k

How to Install a New System
The installation of a new system calls for the
utmost tact and diplomacy an accountant is likely
to possess. Perhaps the most difficult obstacle to
surmount is an inherent resistance to change that
inevitably will be encountered among the company's personnel, especially from the very management which engaged the outsider to install the
system! Make no mistake about it —each businessman or businesswoman thinks his or her business
is unique and is certain that the system must be
tailored to his or her unique needs . This last assumption is correct . Unless the system will provide the owner with usable information and the
desired efficiency, it will be of little value, even if
the accountant who installed the system is convinced that it is just what the business needs.
The logical starting point for any system installation, then , is gaining the cooperation of the people who will make it work. One must convince
them that the new system will provide more information more quickly and accurately than before
and require less work on their part.
This last item usually is the clincher —if the accountant can produce. It may take months to realize, for let me state at the outset a basic truth that
cannot be overemphasized: More new systems have
been discarded without being given a fair trial because the person who installed them did not stay
Copyright t 1982 by the National Association of Accountants
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with the job until the systems were functioning
smoothly.
Six Basic Steps
In setting up a system for a particular business,
the designer must consider:

In the
installation of a
new system,
first you must
gain the
cooperation of
the people
who will make
it work.

1. The end results: What form of operating figures,
subsidiary records, labor and production analyses, inventory controls, and other specialized
needs does that business require?
2. The size of the business, both now and in the
future: The rul e of th umb that wirin g for a
house should be designed for twice as many appliances as are in use at the time also might be
applied in installing a new system.
3. Control.• The accountant, of course, realizes the
importance of internal control as an audit consideration and as a safeguard of the business assets. This tool also is necessary to the efficient
running of a system. Controls and balancing
points must be built into the system so that
work may be proved as it progresses. Nothing is
more frustrating than trying to force figures
into a complicated recap or summary at the end
of a day's work, only to find that they won't
balance.
4. The type, capability and availability of personnel
who will be working with the different parts of
the system: To a warehouseman whose primary
concern is physical goods, forms and records
have little interest or meaning. Even though it
means more bulk, a simple accounting form for
each type of warehouse transaction will have a
much better chance of being maintained accurately than will a complicated form designed to
cover more than one type of transaction.
5. The physical flow of the product or process
through the plant and the existing forms and
procedures employed in recording this flow: The
accountant cannot obtain this information by
sitting in the accounting office and asking about
it. It is necessary to go into the plant, talk to
various employees in different departments, inspect the product or process, and become familiar with the actual physical operations.
b. General conformance of the system to the published figures and account classifications of that
particular industry: Most businesses in this
competitive era must constantly compare their
operating results with others in the same line in
order to evaluate their own operation. Comparisons will be easier and will have more meaning
if the business classifies its accounts more or
less in the same manner as its competitors.
Perhaps this "case history" of the installation of
a system in a commercial laundry and dry- cleaning plant is the best illustration of the application
of the basic points outlined above. Although this
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project was completed before minicomputers and
the data base concept of processing information,
the principles involved, especially those relating to
personnel and their reaction to change, are as true
today as they were then.
An Accounting Nightmare
The plant had been operating for many years,
and the accounting system was antiquated, to say
the least. The bulk of the business volume came
from driver routes, and "call" offices were situated in and aro u n d t h e ci t y wh ere cu s t omers
brought in and called for their work. The laundry
and dry - cleaning operations were run as separate
departments, with a superintendent for each and
one overall general manager. The accounting department consisted of eight employees, including
the office manager or head bookkeeper, who had
been with the company many years.
At the time we were called in to help, the bookkeeper had not had a vacation in eight years, and
the office force customarily worked nine to ten
hours a day. Some also worked all -day Saturday.
Monthly statements to customers could not be
mailed until from five days to a week after the
close of the month because the statements had to
be made up by hand from six subsidiary ledgers.
Financial statements were not presented to management until three or four weeks after the close
of the month. The head bookkeeper —and this system was especially bad from an internal control
standpoint— handled all of the general ledger accounting, customer ledgers, payrolls, accounts
payable, cash receipts, and bank deposits. The
other office workers, with the exception of a pricing clerk who did nothing but price tickets and
answer the telephone, were occupied primarily in
typing "daily transcripts," that is, actual listings
of customers, by drivers' routes.
The only machines available were calculators
and an ancient Addressograph used for customer
laundry lists and statements. Operating statements submitted to management did not conform
to the published statistical statements put out by
the American Institute of Laundering, the industry's leading trade association. Perpetual supplies
inventories were not maintained, nor were supplies classified in the customary accounts of the
industry. Management was more than willing to
purchase computers or bookkeeping machines
and to adopt any other procedures which would
speed up and simplify the accounting work, so
half our battle was won. The office force, however, opposed the introduction of any changes, especially computers, with outright antagonism, even
though they were the first to admit that they were
bone -tired from constant overwork.
Designing the System
Applying our six basic steps to this particular
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situation, we found the following:
Needs of management
• Weekly operating figures: This step was
most important. Working as close to the
selling price as laundries do, not getting
timely operating figures could mean the
difference between profit or loss. By operating figures, I mean the weekly controllable costs which could so easily get out of
hand: direct labor, outside work, and commercial discounts.
• Percentage comparisons of expenses to net
sales: This ratio was most important to
management, as it assessed almost its entire operation on the basis of the proportion of each expense to net sales. This also
was management's most bitter complaint
about the old accounting system. Management was not getting these percentage figures except on the monthly financial statements, and because account classifications
did not conform with the statistics put out
by t he AIL, no meaningful comparisons
could be made.
• Operating statements: Monthly financial
statements showing sales and expenses broken down into classifications comparable
to those advocated by the AIL.
• Customer and driver statements: Weekly
and monthly customer and driver statements and a listing of customer deliveries
for the use of the drivers.
• General accounting needs: Overall simplification and consolidation of all other general accounting records.
2. Size of the business
A weekly sales volume made up of many
small charges more than justified the use of
bookkeeping machines or computers. The
company planned to build, within the next
two years, additional facilities adequate to
handle more than double the plant's present
volume.
Control
Because the head bookkeeper handled all of
the cash and bookkeeping transactions, there
was little internal control. Duties would have
to b e redi st ri bu ted amo ng th e ex is t in g
personnel.
4. Personnel
In the laundry and dry- cleaning industry, office help is generally unskilled, and plant help
is even more so. Employee turnover is quite
rapid, so job divisions and forms used would
have to be kept as simple as possible.
5. Physical flow of work
• Work is either picked up by drivers and
brought into the plant or, in the case of the
"call" offices, by the customer.
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• Bundles and tickets, are routed to the appropriate marking room for sorting, marking and listing.
• Articles are routed to the washroom or
dry - cleaning department and the tickets to
the pricing clerk for pricing and adding.
• After washing or cleaning, clothes are
routed to ironers or finishers. By this time,
tickets should be on their way to the accounting department for processing.
• Clothes and tickets finally are routed to
the distributing department for sorting
into their original bundles.
General conformance of the system to the industry's published figures
Major account classifications of the American
Institute of Laundering were good, but the
detailing of sales and expenses were too voluminous for management's particular needs.
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had not had a
vacation in
eight years.

Installing Our System
After considering these basic areas, we designed
a system which provided for the use of two bookkeeping machines —a standard bookkeeping machine for accounts receivable, checks and check
registers, and accounts payable, and a distribution
machine for sales distributions. We discussed with
management the option of acquiring a computer
to handle the bookkeeping, but management finally decided it did not wish to incur what was then a
substantial expense. Also, because the office workers were so opposed to computers, it would be difficult, if not impossible, to train any one of them
to use one. Management did not want to replace
or dislocate the present staff —only to streamline
its work and improve the information generated
by the system.
First —a New Laundry Ticket
Our first step was to design a new laundry ticket. Typing daily transcripts for each route was,
needless to say, a time - consuming job, especially
since the information which was being typed laboriously on the transcript already had been entered
on the laundry ticket itself. We decided a three part ticket was best. The lower part contained the
regular laundry or dry- cleaning information necessary to identify the garments, the customer's
mark, and the lot number. This part would be returned to the customer with his bundle. The two
top parts, which were identical, showed the customer's name, mark, route number, address, date,
and the total amount of the bill. One of these parts
went to the driver, in place of the weekly transcripts he had been getting, and the other went to
the accounting department for accounting use. To
simplify sales distribution, a different colored ticket was used for each class of work.
Work was run through the plant in lots. A lot
usually consisted of 50 bundles. It seemed logical,
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therefore, that a lot should constitute a unit of
work and that sales should be summarized by lots.
The physical flow of the tickets through the
plant remained the same, until they left the pricing clerk. She continued to price and extend the
tickets, but she did not total them as previously.
She then routed the tickets directly to the distribution machine operator in the office where they
were processed or "batched" by lots. The machine
totaled each ticket and printed the total on each of
the three parts of the ticket. At the same time, it
accumulated totals by class of sale, by driver or
route, and by lot. Thus we had the first check or
balancing point.
The tickets then were divided into their three
parts. The accounting copy remained in the office
to serve as a posting medium. The drivers' copies
were sorted first by driver and then by charge customers and COD customers. Tapes of charge and
COD tickets in a driver's route were run and attached to the respective tickets. The tickets then
were put into his call box, where he checked in to
pick up his deliveries. He would use them in making his deliveries and in preparing his cash turnins. The main body of the ticket then was routed
to the distributing room for use in assembling the
bundles.
Before the accounting office released the tickets
to the distributing room, they were totaled by lot
and entered in a lot- control book. This book
showed the lot number, number of bundles in the
lot, total dollar amount of the lot, date and time
received by the accounting office, and the time released. Thus we had a second checkpoint, both for
the distribution machine and for the whereabouts
of a certain batch of tickets at any given time.
At the end of the day, the employee who kept
the sales journal made up the daily sales summary, using the sales figures from the distribution
machine and arriving at the debit side of the entry
by sorting the tickets into driver COD accounts
and regular customer charge accounts.
So far, we had eliminated the laborious typing
of transcripts, speeded up the processes of sorting
tickets and recording sales, and had installed good
internal control by processing tickets through a
machine and balancing them to both a lot- control
book and a daily sales summary prepared independently of the machine.
We also had management install a standard
bookkeeping machine, which posted both the ledger card and the statements at the same time, to
post the customer's accounts. The accounts -receivable posting clerk's balancing points were the
distribution machine lot totals or, if the lots were
small, the daily sales summary totals. Statements
could be removed and mailed weekly, biweekly or
monthly. This machine replaced six hand - posted
accounts - receivable ledgers with one machine posted ledger and eliminated the monthly hand-

writing of customer statements. Statements were
pulled and mailed the day after the month or period closed instead of a week later as before.
Second —a New Chart of Accounts
Our second step was to design a new chart of
accounts. Using the basic outline recommended in
the American Institute of Laundering's accounting manual, we drafted a new chart. We went over
the draft, account by account, with the general
manager, adding accounts he felt were necessary
and deleting account classifications or breakdowns which accumulated information he never
would use.
When we finished the chart of accounts, we
made copies both for him and for the office personnel who would be doing the accounting work.
We also gave copies of the inventory accounts and
operating expense account numbers to the laundry and dry- cleaning department superintendents,
as they received all the supplies and would be indicating on the invoices the account to be charged
for these supplies. To ensure that all expenses
would be distributed properly before entering
them in the invoice register, we designed a stamp
to be used on all invoices, showing, among other
things, the date, who received the merchandise,
and the accounting distribution. We gave one of
these stamps to each department head.
Third —a New General Ledger
Our next step was to set up a new general ledger. We had the head bookkeeper prepare the new
ledger sheets, using the chart of accounts as a
guide. Our purpose was twofold: not only did she
become familiar with the new account classifications t o be u sed, bu t by h aving h er in on the
ground floor planning and work, we hoped she
would accept the new system which she had at
first so. bitterly opposed.
At this point, management came up with a suggestion which eliminated the need for everyone to
work on Saturdays. It decided to cut off the work
week Thursday night instead of Friday as in the
past. Most of the work could be completed by Friday night, and any small carry-over could be included in Monday's operations. Suddenly we began to feel a real change in the attitude of the
employees. They were beginning to see that for
the system to work at all, they would have to help
it work. The bitterness we had encountered at the
beginning was starting to fade, and from this point
on we were able to work with the employees as
members of a team.
Other Measures
We then redistributed the work among the existing office personnel. To achieve effective internal control, we broke up the work into unrelated
jobs. The head bookkeeper was relieved of hanMANAGEMENT ACCOUNTING /MAY 1982

dling any cash. The employee now chosen to handle cash would have nothing to do with the cash receipts book or the accounts - receivable posting.
Because the distribution machine served as the
control point for the accounts - receivable clerk, the
employee who ran this machine would have nothing to do with the accounts receivable. The employee designated to handle the invoice register
would not write the checks. We tried, within the
limits imposed upon us by the size of the office
staff, to redistribute the work so that no one employee would be responsible for an entire cycle of
work.
We also found it necessary to redesign the records of original entry. We eliminated several
journals and simplified the payroll summary by
using columnar distribution payroll journals.
Monthly recurring entries were recorded on a columnar or monthly journal instead of being entered individually each month.
Transferring the Work to the New System
We transferred the work to the new system in
sections: first, the handling of sales tickets; then
the preparing of invoices; then the setting -up of
the new chart of accounts and general ledger; then
the simplifying of payroll and related records;
and, most important, the transferring of the customers' accounts from book -type ledgers to cards.
As the daily transactions were posted to these new
forms and records, it became possible at long last
to submit to management the much - needed percentage figures on a weekly as well as monthly basis. Percentage figures could be compared meaningfully against similar figures of other plants in
the city and the nation. Much to the laundry department superintendent's chagrin, he found his
direct labor costs were several percentage points
above the city average. Closer supervision of employees and an incentive bonus plan soon brought
these costs into line with the rest ofthe plants.
We stayed with the job, helping the head bookkeeper make the necessary monthly adjusting entries and prepare the financial statements each
month until she no longer needed us. The entire
installation took almost a year from the time we
first started planning until we and the management felt it was functioning smoothly.
A Bright Future
I purposely have simplified the entire installation. Many frustrations of designing the new
forms and ofteaching the office and plant personnel how to use them are familiar to anyone who
has trained a new employee. The one thing that
gave me the most satisfaction, however, even
more than the pleasure ofdoing a job I particular-
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San Diego's Pioneering Woman CPA
n the days when women's lib wasn't in fashion or a hot
topic, Lois A. Brozey proved just how successful a determined woman accountant could be. She became San Diego's
first woman CPA after passing the exam in 1950 and obtaining
her certificate in 1952. She has maintained her own accounting
practice since 1959 and now has a staff of four —three CPA candidates and one paraprofessional —all women. When she started
her own business, she did all the work: counseling on accounting
matters, financial statements, and typing all letters. Her first
love is systems, and some of her clients for whom she has installed
systems include wholesalers, the construction industry, hospitals,
and a commercial laundry.
Prior to opening her own practice, she worked for Deloitte
Haskins & Sells. During her first five years in practice she taught
accounting at U.S. International University. She holds a B.S.
degree from San Diego State University and a B.C.S. degree
from Balboa University (now USIU).
This year she capped a successful local NAA career when she
was elected president of the San Diego East County Chapter for
1981 -82. She says NAA has been a good experience for her and
an enjoyable one.
In addition to NAA activities, she is a member of the AICPA,
Division for CPA Firms Private Companies Practice Section
and the California Society of CPAs. She also is an active
member of the board of the Fiscal Overseers of the city of San
Diego and has been involved in many aspects of San Diego municipal government.

ly enjoyed, was the overall change in the outlook
of the company's personnel, not only in the office
force, but in the entire plant. From initial antagonism and a deep - rooted conviction that the system
would never work, there evolved, first, surprise
that it just might work, to finally the realization
that not only did it work, but for the first time in
years they were caught up with their work.
0
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Secretary of the Treasury Donald T.
Regan, U.S. Senator Dan iel Patrick
Moynihan, and U.S. Representatives
Philip M. Crane and Jack F. Kemp will
address NAA's Annual Conference in
Washington, D.C., June 20-23.
Executive Director Robert L. Shultis
announced the acceptances by these distinguished speakers, as conference planners were winding up last- minute details. The presence of these prominent
government officials on the program
will make this Conference the most outstanding ever held for NAA members,
he said.
Donald T. Regan
Donald T. Regan was sworn in Jan.
22, 1981, as the 66th Secretary of the
Treasury. President Reagan nominated
him when he was chairman and chief
executive officer of Merrill Lynch &
Co., Inc., the holding company of Merrill Lynch, Pierce, Fenner & Smith Inc.
Secretary Regan serves as Chairman
pro tempore of the Cabinet Council on
Economic Affairs and is the Administration's chief economic spokesman. He
also works closely with President Rea gan's Economic Policy Advisory Board
on major economic developments.
As Secretary of the Treasury, Mr.
Regan is the nation's chief financial officer and chairs or holds memberships on
numerous national and international financial, trade and economic bodies. He
is the U.S. Governor of the InternationSpecial Sessions
• Donald T. Regan will be the
keyn ot e l un ch eo n s peak er o n
Monday, June 21 at the Shoreham
Hotel.
• Jack F. Kemp will be the featured speaker at a special luncheon session Tuesday, June 22, at
the Shoreham Hotel. Full book
registrants will be able to attend
this special session at no extra
charge.
• NAA's Small Business Panel
will meet Sunday, June 20 from 2
to 4 p.m. at the Sheraton Washin gto n . An y i n t er es t ed NAA
member may attend, but please
con tact Joan M orales at (21 2)
754 -9789 before May 15 and a
place will be reserved for you.

60

Regan

Moynihan

Regan, Moynihan, Crane
Kemp to Speak at
NAA Conference
al Monetary Fund, the International
Bank for Reconstruction and Development, the Asian Development Bank, the
African Development Fund, and the Inter- American Development Bank. He
also administers the work of the Treasury Department and serves as Chairman of the Depository Institutions Deregulation Committee.
Mr. Regan spent his career with Merrill Lynch, joining as an account executive trainee in 1946 and rising to chairman and chief executive officer in 1971.
He also assumed these positions in the
holding company when it was formed in
1973.
The author of A View from the Street,
an analysis of the events on Wall Street
during 1969 and 1970, he has written
several articles for financial and business publications.
Daniel Patrick Moynihan
U.S. Senator Daniel Patrick Moynihan currently is serving his first term,
having been elected in 1976. A Democrat from New York, his committee assignments include finance, budget, environ ment an d pub li c works , and t he
select Committee on Intelligence. He is

vice chairman of the latter committee
and is a member of the Democratic Policy Committee.
Senator Moynihan has served in the
Cabinet or Sub - Cabinet of Presidents
Kennedy, Johnson, Nixon and Ford.
Before being elected to the Senate, he
was U.S. Permanent Representative to
the United Nations in 1975 and 1976
and was professor of go vernment at
Harvard University from 1972 to 1976.
Throughout his career, he easily has
switched from the role of presidential
advisor to professor and back again.
Other positions he has held include:
Ambassador to India; Counselor to the
Pres id en t, M ember of t he C ab in et ,
Member of the Domestic Council, and
Member of the Cabinet Committee on
Economic Policy in 1969 to 1970; Assistant Secretary of Labor, 1963 to 1965;
Director, Joint Center for Urban Studies, Massachusetts Institute of Technology and Harvard University, 1966 to
1969.
The author of several books, including A Dangerous Place and Counting
Our Blessings, Reflecting on the Future
of America, he also is on the publication
committee of The Public Interest magaMANAGEMENT ACCOUNTING /MAY 1982

zine and is a former member of the editorial board of the American Scholar.
Jack F. Kemp
U.S. Representative Jack Kemp (RN.Y.) is serving his sixth term in Congres s wh ere he i s C h ai rman o f t h e
House Republican Conference. An active advocate of supply -side economics,
he has played an instrumental role in
President Reagan's economic recovery
program. The Kemp -Roth tax reform
legislation is well known, and he pioneered the concept of urban "enterprise
zones" to rebuild economic incentives
in the nation's inner cities.
Mr. Kemp is the ranking Republican
on the Foreign Operations Subcommittee of the House Appropriations Committee and was a delegate to the SALT
talks in Geneva, The Jerusalem Conference on International Terrorism, and
the Unit ed Nati ons Commis sion on
Refugees. He also is a member of the
House Budget Committee's Task Force
on Defense and International Affairs.
He started his career as a professional
football quarterback for the San Diego
Chargers, then the Buffalo Bills. He led
the Buffalo Bills to AFL championships
in 1964 and 1965, was twice selected
All -AF L qu arterb ack, and was t he
AFL's Most Valuable Player in 1965.
He is cofounder o f the AFL Players
Assn. and served as president of the organization for five years.
He served as special assistant to Ronald Reagan when he was governor of

Kemp
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California in 1967 and as special assistant to the chairman of the Republican
National Committee in 1969. He was
elected to the House in 1970.
Philip M. Crane
In his first bid for public office, Congressman Philip M. Crane (R -111.) was
elected to the House in a special election
in November 1969 and has been reelected in succeeding years. He also was
a Republican candidate for the Presidential nomination, declaring in 1978.
He is the fifth ranking Republican on
the House Ways and Means Committee,
with jurisdiction over energy, taxes,
trade, medicare, welfare reform and social security. He is the ranking minority
member of the Oversight Subcommittee, serves on the Health and Social Security Subcommittees, was a founding
member and is vice chairman of the Republican Study Committee, and serves
on the Republican Policy Committee's
Task Force on Health.
Mr. Crane's varied careers include
farmer, teacher, soldier, historian, politician and author. His latest book is

Surrender in Panama: The Case against
the Treaty. He also is a member of numerous professional organizations, is a
member of the advisory board of Young
Americans for Freedom, and is former
chairman of the American Conservative
Union.
Other Technical Sessions
NAA's top -notch technical program

Crane

this year also includes sessions on inventory control for cash flow, speed reading, the Certificate in Management Accoun tin g program, dis tri buti on and
transportation cost control, time management, communication, forecasting
and planni ng, cas h management for
smaller businesses, and financial accounting for privately held firms. There
are special courses for smaller businesses, sessions by international business
leaders, and programs on accountants
and the new era of deregulation. A registrant may earn up to 19 hours of continuing education credit by attending
the Conference technical sessions.
Events for the Family
Our nation's capital promises to be an
ideal setting for NAA family activities.
This year's Family Event is an exciting
even ing wit h t he spirited "Up With
People" group, an international entertainment troupe of 100 college students,
featuring mu sic from the 1960s, the
Roaring '20s and the Swing Era. The
group performed part of its show at this
year's Super Bowl.
Spouses may attend any of the regular technical sessions this year, and they
have a choice of two designed especially
for them —a session on career development or one on the impact of color on
one's personality. (Red has one effect;
blue, another. Come see how and why
this happens.) Other programs of interes t in clu de a trip t o Virgi n ia Hun t
Country, Annapolis, Md. and a tour of
the capital city.
NAA's young people will be treated
to a day at Kin g's Do mi ni on t heme
park, Baltimore's harbor and restoration area, the National Aquarium, the
Air and Space Museum, the National
Zoo and Rock Creek Nature Center,
Mt. Vernon and Arlington Cemetery.
If you would like a complete packet
of Conference registration information,
phone the Annual Conference Registrar
at the NAA office, (212) 754 -9700.
Some of the other Conference speakers
are Art Buchwald, political satirist and
columnist; Ezra Solomon, economist;
Barbara Thomas, SEC Commissioner;
Leslie Stahl, moderator and commentator for CBS Inc.; Derrick Willingham,
president, Institute of Cost and Management Accountants in London, England; James Burlingame, senior vice
president, Twin Disc, Inc.
B1

Small B
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Kathy Williams, Editor

Managing Your Accounts Payable
Maintaining a proper cash flow is essential to
smaller businesses, especially in this era of
tight money. Here are some innovative techniques, featured in one of NAA's CEP courses
that might help:
• Pay vendors weekly rather than accumulating invoices for up to a month, Every supplier
gets one check a week, and there is less pressure for payment in full of all outstanding
amounts because each vendor knows he will
receive some money next week. In addition,
payments for shipments of up to 30 or 40 days
can be extended in total.
. Take cash discounts, even if they are not
earned. If a vendor does not charge back the
discounts, continue to take them.
. Use a change in a payroll system, say to a
computerized system or from internal processing to a service bureau —or vice versa —as an
excuse for delaying the payroll on a one -time
basis. This method easily can pick up a week's
worth of salaries, which can amount to a significant sum for smaller groups.
• Do not send checks out on Monday or
Tuesday because they may get back to the
bank that same week. By waiting until Wednesday or Thursday, you are assured that the
checks will be outstanding for at least a week.
• Apply the vendor payment terms to the
date of the receipt of goods or the invoice,
whichever is later.
If your company has adopted other new accounts payable techniques and would like to
share them, we would appreciate hearing from
you. Call the editor or Alfred M. King, managing
director of professional services at NAA, (212)
754 -9788, with your suggestions. We will publish them when we have enough material,

How to Get Paid by the Government
Are you having a difficult time getting paid by
the government? Helen J. Anners, controller of
Adams Rite Products, Inc., in Glendale, Calif.,
suggests that people in this situation order two
62

books from the government: How to Prepare
the Material Inspection and Receiving Report
(DD250) and How to Avoid Delays in Payment
and follow their advice. Mrs. Anners says, "As
a small business we were having no end of
trouble getting paid by the government. After
getting these books and following them to the
letter, we are now getting government payments in approximately 30 days." The booklets
are free from the Defense Logistics Agency,
Cameron Station, Alexandria, Va. 22314.
The booklets are step -by -step guides to
common abbreviations used by the DLA, exact
rules to follow in preparing paperwork and
packages, what data are required on invoices
and selection of the correct pay plan.
Another useful booklet is Doing Business
with the Federal Government, which tells you
how to get started selling to or buying from the
government. Contact the Superintendent of
Docum ents, Government Printin g Office,
Washington, D.C. 20402, (202)783 -3238 for ordering information. Stock number is 022 -00000186 -8.

Know the Right Way
to Deal With Your Banker
Bridging the gap between you and your banker
in order to get the money needed for your business is a delicate negotiation. Intricate, honest
communication is vital. Bankers want clients to
have complete figures and information, and
they don't like surprises, advises Thomas J.
Martin, president of Thomar Publications, in a
special report on "How to Borrow Money from
Commercial Banks." In the report, he offers a
check list of negotiating tips which include such
advice as: Always have all required information
in hand to substantiate the loan or refinancing
request; always be prepared with financial specifics so you won't have to say, "I'll have to
check that out "; become familiar with standard
loan terms before you make your request; live
up to your commitments; structure your capital
needs properly; don't prepare overly optimistic
projections that you know you can't reach.
Mr, Martin also publishes a magazine called
The Business Owner for owners, managers and
advisers of small businesses. Some subjects
covered in the publication are how to boost
cash flow, how to solve credit/ collection problems, how to analyze your business leveraged
buyouts, and solving estate problems. For a
sample copy of the magazine and subscription
information, write Peter A. Froelich, vice president, marketing and sales, Thomar Publications,
Inc., 383 S. Broadway, Hicksville, N.Y. 11801,
-I
and tell him where you saw the advice.
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BOOK SERVICE

PERFORMANCE MEASURES FOR GROWING BUSINESSES: A PRACTICAL GUIDE TO
SMALL BUSINESS MANAGEMENT
By Stahrl W. Edmunds
This highly effective management guide tells
you how to outperform big business by using
the natural advantages— innovation and flexibility— inherent in smaller firms. The book is the
first to compile a complete list of performance
measures for every aspect of business management in a growing enterprise.
Van Nostrand Reinhold
247 pp.

1982
$19.95

ST RAT EGIC ANALYS IS FOR VENT URE
EVALUATION
By W. R. Park and J. B. Maillie
Strategic A nalysis f o r V enture Evaluatio n
(SAVE) shows how to compare any proposed
venture with its competition with respect to 69
different factors. For in -depth review, see page
76.
Van Nostrand Reinhold
224 pp.

1981
$18.95

PROFIT PLANNING FOR SMALL BUSINESS
By Robert N. Hogsett
This handy volume thoroughly explains how to
incorporate sophisticated management techniques into the small business arena without resorting to costly outside services. For in -depth
review, see page 76.
Van Nostrand Reinhold
231 pp.

1981
$19.95

PROJECT MANAG E ME NT FOR EX ECUTIVES
By Harold Kerzner
This hands -on guide for managers and executives evaluates the concept of project management thoroughly by assessing over 68 real -life
case studies. These studies illustrate significant
applications of the concept to all major industries. Also included is coverage of the role of
the executive and the different organizational
structures for project management, as well as
instructio ns o n ho w to implement pro ject
management.
Van Nostrand Reinhold
1982
716 pp.
$28.50

NAA will absorb the postage
charges on books ordered this
month. All orders will be accumulated and sent out at one time. If you
wish speedier service, the books
can be sent by UPS. There will be a
special charge of $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 MAY 31, 1982. We cannot accept orders for these books beyond
that date. Books are nonreturnable.

RAISING CASH: A GUIDE T O FINANCING
AND CONTROLLING YOUR BUSINESS
By Sol Postyn and Jo Kirschner Postyn
A realistic and comprehensive guide to financing your business that tells you in straightforward language and with practical examples
how to get money for your business and prove
that you can control it. The authors show you
when to look for financing; how to determine
the amount of money needed; who to seek out
as a source of cash; where to find alternative
sources of money; and how to negotiate the
best deal for your business. Most important, the
authors include chapters that show you how to
implement the tools of control that prospective
lenders/ investors look for.
Lifetime Learning Publications
309 pp.

1982
525.00

YOUR S MALL BUS INE S S COMP UT E R:
EVALUAT ING, SELECTING, FINANCING, INST ALLING AND OPERAT ING T HE HARDWARE AND SOFTWARE THAT FITS
By Donald R. Shaw
In this valuable handboo k, Donald Shaw describes how to avoid costly mistakes when acquiring a computer. He helps readers develop
an understanding of what computers are and
how they work so readers can better handle
strategic, legal and managerial issues stem-

Quantity Title

ming from their use. The early chapters are devoted to the basic principles of co mputers.
Once finished with these, the readers are ready
to tackle the costs of hardware and software,
how to evaluate them, negotiating a computer
contract and how to follow through on it, and
how to develop the request for proposals.
Van Nostrand Reinhold
256 pp.

1981
$19.95

THE PRACTICE OF PLANNING: STRATEGIC,
ADMINISTRATIVE, AND OPERATIONAL
By Leon Reinharth, H. Jack Shapiro and Ernest
A. Kallman
Every level of planning in an organization has
its own character and function. Until now, a balanced one - volume assessment of each level
has been unavailable. This first such volume
provides corporate managers of all levels with
clear guidelines on ho w planning applies to
their respective areas of responsibility. It also
offers an especially enlightening evaluation of
the interactions between divisions in an organization. Finally, an incisive overview of the implementation and control of a company's plans
helps readers to maximize the effectiveness of
their entire planning operations.
Van Nostrand Reinhold
385 pp.

1981
$19.95

SELECTING, DEVELOPING AND RETAINING
WOMEN EXECUTIVES
By Helen J. McLane
This timely, long- needed book is a must for everyone concerned with successfully integrating
women into the middle and upper echelons of
management. The subject matter embraces all
areas of vital concern to employers and prospective employers of women executives. After
exploring the reasons for the upward mobility of
women in business, the author discusses how
to make affirmative action effective, the pros
and cons of awareness training f or management and women, where to position women executives, considerations in seeking candidates
inside and outside the corporation.
Van Nostrand Reinhold
248 pp.

1980
$14.95

Price ea.

Total

RESPONSIBILIT Y ACCOUNT ING AND PERFORMANCE EVALUATIONS
By Elwood L. Miller
How to evaluate the performance of managers
and the progress of activities under their authority realistically is one of the most significant, yet unreso lved, issues confronting today's exe cutives. Internatio nal bus iness
operations expert Elwood Miller offers a practical response to this potentially confusing state
of affairs. He explores the management control /coordination process fro m both the domestic and international standpoints. Readers
wishing to analyze existing systems of evaluation or implement new techniques will appreciate the author's correlation of findings to actual
performance evaluations. For an in -depth review, see page– –.
Van Nostrand Reinhold
240 pp.

1982
$19.95
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Total Order

Member Account No:
SHIP TO:

10% discount
AA members onliv
Postage paid
1681 wks deliv.l
$lbook UPS
I " wks deli v. l

TOTAL
All orders must be postmarked
by May 31, 1982

me nt
10022
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Institute
of Management
Accounting
James Bulloch, Editor

Use Your Management Accounting Experience To Develop CMA Exam Questions
The Institute of Management Accounting is always interested in receiving good questions for
use on all parts of the CMA examination. The
IMA especially likes questions which are based
directly on practical business experiences because these questions prove to be interesting
and provocative. Contributing appropriate
questions to the CMA examination represents
an opportunity and a responsibility for persons
who work in the management accounting field.
Management accountants have day -to -day
contact with a variety of applications which can
be developed into a realistic situation for a
question.
Translating practical experiences into a
question is a very worthwhile task. The basic
requirement for a question is that the subject
matter be suitable for and restricted to one of
the five parts of the CMA examination:
1. Economics and Business Finance.
2. Organization and Behavior, Including
Ethical Considerations.
3. Public Reporting Standards, Auditing
and Taxes.
4. Periodic Reporting for Internal and
External Purposes.
5. Decision Analysis, Including Modeling
and Information Systems.
Additional details on the examination content
and the depth to which each subject area is
tested can be found in the CMA Program Announcement, the suggested reading list and
prior examinations, all available from the IMA.
Steps to Develop a Question
Writing a realistic question which is clear and
concise is challenging. The following sequence
of steps should be helpful in formulating a
question.
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• Select the topic for the examination
question and determine the part of
the examination for which it will be
written.
• Select the type of question style to be
used (e.g., numerical problem and /or
situation analysis discussion).
• Select the estimated length of time
required to answer the question.
Those questions most likely to be accepted require candidates 30 minutes
to read, analyze and answer.
• Determine the business setting to be
used in the question.
• Collect facts and data to make the
setting realistic. The question can
contain information that is both relevant and irrelevant to answering the
question. However, the amount of irrelevant information should be controlled in order not to obscure the situation being presented.
• Write the facts for the question, keeping in mind the requirements. Because the candidates will be answering the question out of context, the
business setting presenting the facts
and data should provide the candidates with sufficient understanding of
the circumstances to provide a well reasoned answer.
• Formulate the question requirements.
These should be designed to elicit an
answer which covers a limited number of relevant issues rather than encouraging a vague discussion of related but unimportant issues.
• Review the entire question by preparing a suggested answer.
Once you have completed your question and
suggested answer, submit both to the Institute
at the address given below.
Honoraria for Questions
The Institute pays an honorarium for submitted questions which are used on the CMA examination. In addition, recognition is given to
contributors by publishing the names and affiliations of individuals whose questions are used
in each examination. Past contributors to the
CMA examination have been from industry and
academe and include NAA members and persons holding the Certificate.
For additional information regarding examination content, guidelines for submitting questions, and honoraria, write or call the IMA, 570
City Center Building, Ann Arbor, Michigan
48104, (313) 622 -1986.
Karl E. Reichardt, CMA
Manager, Examinations
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Philip J. Warner (1891 -1981)
Philip J. Warner, charter member of the Association and past president, 1956 -57, died last December at the age of 90. He is survived by his wife,
Marion.
Mr. Warner, according to NAA records, was
the last surviving charter member of the Association. He became a member in February 1920 and
was des i gn at ed a ch a rt er memb er o f t h e
Association.
Philip J. Warner attended New York University where he received a B.C.S. degree and subsequently earned an L.L.B. degree at Fordham Law
School. His professional career was devoted to
Ronald Press Co., a publisher of business books.
He served as president and treasurer of that company from 1921 until it was purchased by John
Wiley & Sons in the 1970s.
Mr. Warner's record of service with the National Association of Cost Accountants, later NAA, is
unequaled. He served as treasurer of N.A.C.A. for
23 years, from 1933 -56. First elected to the Board
of Directors in 1925, he served continuously on
the Board until 1932 as director in charge of
membership, chapters, and the Constitution. He
served on the Finance Committee and several other committees during the Forties and Fifties, including the Commmittees on Financial Policy, the
Permanent Fund, Recurrent Operations, on Compensation for the Administrative Staff, and on
Special Projects. He also served as Chairman of
the Technical Program Committee for the Annual
Conference in 1932.
During his term as President, Philip Warner
was instrumental in persuading the officers and
directors to drop the word "Cost" from National
Association of Cost Accountants. As a result, the
Association became less restrictive and the name
change launched a whole new era of growth. Mr.
Warner also was one of the leaders of the drive
that led to the change in the name of the Spot
Club to the Stuart Cameron McLeod Society.
During his long, devoted service to the Association, Mr. Warner was often honored. On May 10,
1963, his friends and colleagues gathered at the
University Club in New York to present an oil
portrait of him, which is displayed in the lobby of
the NAA office. The silver scroll read: "Presented
to Philip J. Warner from his friends in the National Association of Accountants in grateful appreciation for all he has done for the growth and success of our Association. Through his leadership,
dedication and untiring efforts, he has provided
guidance, inspiration, sound judgement and warm
friendship to all who have worked with him."
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He was further honored in 1965 when the Association adjusted the competition, creating a new
division for chapters with a membership base of
fewer than 125 members. The top award for this
competition was named the Warner Trophy in
recognition of his outstanding contributions.
"He was one of the real stalwarts of the Association, a giant," Past National President Grant U.
Meyers said. Mr. Meyers described Mr. Warner
as a strong, crusty individual who was very generous to his friends and colleagues. Much of his efforts on behalf of the Association involved quiet
work behind - the - scenes.
He took his job seriously as national treasurer,
according to Mr. Meyers, and asked probing questions when annual budgets were discussed. He
acted as a watchdog of the whole Association, Mr.
Meyers added, making a vast contribution to the
Association over the years of his membership.
As one of the last of the "NAA giants," Philip
J. Warner served as an irreplaceable link with the
formative years of the Association. That link has
now been broken and because of that fact and because of his great service to the Association and
the many friends he made, Mr. Warner's death
will be mourned by all those who knew him. D
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When the Financial Accounting Standards Board issued FAS No. 8, "Accounting for the Translation of Foreign
Currency Transactio ns an d Foreign
Currency Financial Stat emen ts," in
1975, it ignited a controversy that has `Son ofFAS 8' is controversial, too.
grown each year since.
The controversy to some degree is
still alive, judging by the FAS 52 Conference h eld in New Yo rk Ci t y o n
March 16, where accountants discussed
the Board's reconsideration of Statement 8. As B oard memb er D avi d
Mosso remarked, "Setting standards in
foreign exchange is a little like boxing in
a rou nd ri ng —t here are n o neu tral
corners."
Mr. Mosso spoke at the luncheon
during the NAA conference which drew
approximately 130 controllers, financial
reporting managers, bankers, financial
analysts and other financial officers.
Acting as chairman of the conference
was Robert L. Shultis, executive director of the Association.
Yes to FAS No. 52
Norman N. Strauss, partner at Ernst
& Whinney, introduced the new foreign
currency translation standard, FAS No.
52, pointing out how it differs from
FAS No . 8 an d i l lu s trat i ng ho w i t
should be applied to a company's foreign operations. He noted that "Statement 8 really isn't dead; much of it still
lives under a new name — Statement
52."
He conceded that FAS No. 52 does
reduce the "yo -yo" effect of wide earnings swin gs produced by the earlier
standard, but suggested that it is very
complicated. One of the major problems
is determining what "functional currency" a foreign operation should use in reporting, a key concept in FAS No. 52.
That the new standard has not stilled
all criticism was readily apparent as executives from ITT and duPont sharply
disagreed on the merits of the new standard. Raymond H. Alleman, vice president and deputy comptroller of ITT,
said the company was so thankful that
"the horrors foisted upon business and
its financial reporting by the Financial
Accounting Standards Board in its promulgation of Statement No. 8 have now
come to an end" that the giant multinational had immediately ad opted the
standard for reporting its 1981 financial
results.
66

E &W Partner Norman N. Strauss

Raymond H. Alleman of ITT

Stanley R. Wojciechowski of duPont

Alastair Hunter - Henderson of Morgan
Guaranty

To illustrate the problems FAS No. 8
had caused ITT, he pointed out that the
company had balance sheet fluctuations
amounting to $40 million on a daily basis. This figure becomes more credible
when one realizes that ITT has 230 financial reporting units operating in 80
different national environments. ITT's
1981 earnings, under FAS No. 52, before an extraordinary item, would have

translated into $4.70 per share, up 3%
from a year ago, while earnings under
FAS No. 8 resulted in $3.05 per share, a
drop of 44.5 %. ITT, according to Mr.
Alleman, will use the functional currency concept to report the operations of
its foreign entities where appropriate.
No to FAS No. 52
The minority in the 4 -3 Board vote
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on FAS No. 52 was supported by E.I.
duPont de Nemours & Co., according
to Stanley R. Wojciechowski, manager
of accounting — international. He asked:
"Is it rational to have two reporting systems?" and flatly stated that only U.S.
dollars portray dollar cash flows accurately over the long run. DuPont will
continue to use the dollar as its functional currency, Mr. Wojciechowski
stated.
David Mosso defended the Board's
approval of the new standard, pointing
out that apparently three icons had been
busted by the statement: one, the clean
surplus concept; two, the single unit of
measure principle; and three, the single
entity notion. He rebutted each of the
criticisms and also defended the validity
of the 43 deciding vote, noting that the
Board "p r e t t y mu ch refl ect s its
constituencies."
Financial analysts, as represented by
Gerald I. White, president of Grace &
White, Inc., seem skeptical of FAS No.
52. He said he disagreed with the statement's premise that you can measure
economic exposure by the accounting
exposure. "What FAS 52 opted for in
reality was neither economic nor accounting reality." He called on companies to publish more information in
their financial statements, estimating
exposures and providing explanations.

Speakers David Mosso (l.) and Gerald t. White talk to conference attendee.

Why They Adopted No. 52
Alastair Hunter - Henderson, vice
president in charge of the New York
section of Morgan Guaranty's International Management Group, analyzed
the new statement from the banker's
viewpoint. There are three elements of
exposure management, he said, including accounting changes, policy issues,
and management strategy.
A Morgan survey for a client indicated t h at th o s e co mp an i es th at h ave
adopted FAS No. 52 for financial reporting purposes in 1981 did so because
of the earnings impact, the strength of
the dollar, and becatise of the economic
substance of the issue.
Participants were well pleased with
the special conference on FAS No. 52,
according t o Patrick R omano, NAA
manager of conferences. He said it was
the latest in a series —which has included t wo on F AS No. 33— designed to
keep financial executives and managers
up to date on current issues.
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Marc Lampach (l.) of Honeywell Bull, Paris, chats with Louis Bisgay, NAA director, Management Accounting Practices.

A view of the audience at FAS 52
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NOTICE OF ANNUAL MEETING
Notice is hereby given to all members of the National
Association of Accountants that the Annual Meeting of
the Association will be held at the Sheraton Washington
Hotel in Washington, D.C., on Monday, June 21, immediately following the conclusion of the opening session,
to receive the report of the Nominating Committee and
to transa ct such other business as may properly come
before the meeting.
New York
May 1, 1982

Robert L. Shultis
Executive Director

nominee for president

nominating
committee
report
To Members of the
National Association of Accountants:
We have chosen the following nominees
for the offices of President, Vice President, Treasurer, and National Director.
The nominees are presented in accordance with the NAA Constitution and
Bylaws which provide for the election of
the President, Treasurer, and 12 Vice
Presidents to serve a one -year term.
Also presented here are nominees for
65 National Directors to serve a term of
two years. As provided in the Bylaws,
the Board of Directors is comprised of
one director for each 2.5 domestic chapters, rounded to the next highest multiple of ten, but in no case less than 100.
The Executive Director determines the
number of chapters existing on July 1,
and one half of the number of directors
required under the formula are elected
each year. Their terms overlap with the
terms of those elected a year earlier.
This report also includes nominees for
the Nominating Committee to report in
1983.
The election will be held at the
Annual Meeting of the Association in
Washington, D.C., June 21, 1982.
Respectfully Submitted,
Nominating Committee, 1981 -82

Louis Vlasho, CMA
Dayton (1959). He was elected a National Director, 1973 -75, and a
Vice President, 1975 -76. He was appointed a member of the Executive Committee, 1976 -79. During this term, he also served as Chairman of the Program Evaluation Group (PEG). In 1979 he was
named Chairman of the Committee on Planning and then reappointed to another three -year term on the Executive Committee,
1980 -83. He is a member of the Stuart Cameron McLeod Society.
A member of the Institute of Management Accounting, he,was presented a Certificate in Management Accounting in 1975. He is a
member of the Financial Executives Institute. Active in civic affairs,
he has served the Troy community as President of the Chamber of
Commerce, Jaycees, United Fund and Heart Fund. He currently
serves on the Board of Trustees of Edison State Community College.
He was selected as Troy's Outstanding Young Man of the Year,
1967. After graduation from Ohio University in 1959, he joined
Hobart Corporation in Troy, Ohio, and has held numerous accounting and management information systems positions before being
named to his present position of Vice President and Controller.
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nominating
committee
Chairman

Robert J. Donachie, Dallas
John E. Brown, Eugene- Springfield
R. Lee Brummet, Durham Area
Richard A. Duro, Canton
Jpmes B. Edwards, Columbia
Barbara A. Elkins, South Central Indiana
Clemens A. Erdahl, New York
Richard W. Harris, Los Angeles
Thomas F. Hart, Buffalo
Leo M. Loiselle, Bangor - Waterville
William J. Maus, Erie
Bill G. McClain, Central Texas
William C. Merrick, Atlanta Central
Bryan H. Mitchell, Chicago
Charles E. Tothero, Reading
MANAGEMENT ACCOUNTING/MAY 1982

nominees for vice presidents
Charles L. Abel Washington Tri- Cities (1966). He served on the Committee on Membership, 1977 -78, and was elected a National Director,
1980 -82. He is Business Planning Analyst, UNC Nuclear Industries,
Richland, Wash.
Herbert M. Ausderau Niagara (1968). He served on the Committee on
Socio- Economic Programs, 1977 -79. He was National Director, 1979 -81.
He is President and Treasurer of Rainbow Ford, Inc., Niagara Falls, N.Y.

ey

#a.

Donald W . Baker , CMA, West Georgia; Atlanta North; Atlanta (1966).
He served as President of Dixie Council, 1977 -78, on the Committee on
Operations, 1978 -80, on the Ad Hoc Committee on Retention, 1979 -80,
and as a National Director, 1980 -82. He was NAA's representative on the
AACSB Accreditation Committee, 1980 -82, and holds a CMA. He is Assistant Vice President — Controller, Southwire Co., Carrollton, Ga.
Mic hael V. Bames Tulsa; Oklahoma City (1972). He served on the
Committee on Socio- Economic Programs, 1978 -80, as President of
Heartland Regional Council, 1978 -79, and as a National Director, 1980 -82.
He is Vice President — Finance, Philbrook Art Center, Tulsa, Okla.
Serafino M. FOrzano Scottsdale Area; Phoenix (1968). He served two
terms on the Committee on Public Relations, 1974 -76, and was elected
National Director, 1976 -78. He is President, SMF Inc. — Forzano Account ing & Tax Service, Scottsdale, Ariz.
Earnest A. Huband Richmond Lee; Richmond (1965). He served as a
Principal, Virginia Council, 1978 -79, and on the Committee on Chapter
Operations, 1978 -79, and as National Director, 1979 -81. He is Senior Vice
President, Audit — Security, Bank of Virginia Co., Richmond, Va.
James G. Hummel Evansville (1965). He served on the Committee on
Publications, 1976 -78, and as a National Director, 1979 -81. He is Supervisor, Cost Estimating and Financial Analysis, Refrigeration Products Group,
Whirlpool Corp., Evansville, Ind.

A

George D. Jeddeloh St. Paul (1960). He served on the Committee on
Public Relations, 1975 -76, and was elected a National Director, 1976 -78.
He served on the Committee on Community and Socio- Economic Programs, 1979 -82. He is a Partner, Ernst & Whinney, Minneapolis, Minn.

'
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James W . McLeod Merrimack Valley (1958). He was elected to one
term as a National Director, 1970 -71, and for a two -year term, 1972 -74. He
served on the Committee on Membership, 1977 -78, and on the Committee
on Public Relations, 1980 -82. He is a Partner, James, Turonis and McLeod,
P.C., Lawrence, Mass.
Grady J. Reich Piedmont Winston - Salem; Piedmont (1962). He served
on the Committee on Community and Socio- Economic Programs, 1977 -78,
and as a National Director, 1978 -80. He is Supervisor, Accounting & Results,
Engineering Data Design, Western Electric Co., Winston - Salem, N.C.
Martin S. Smith, Jr. Akron Cascade; Akron (1956). He served on the
Committee on Chapter Operations, 1978 -80, and was elected a National
Director, 1980 -82. He is Assistant Corporate Controller, The General Tire
& Rubber Co., Akron, Ohio.

Mildred B. Stephens Trenton (1961). She served on the Committee on
Public Relations, 1975 -77, was elected National Director, 1977 -79, and was
a Member, Committee on Publications, 1979 -82. She is Division Director,
Finance, Educational Testing Service, Princeton, N.J.
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nominee for treasurer
Glen E. Woodson
Canton; Greater Youngstown Area; Philadelphia; Akron (1949). He served on
the Committee on Chapter Operations, 1961 -62, and 1963 -65, elected National
Director, 1%3 -65, and Vice President, 1977 -78. He served as Chairman,
Committee on Chapter Development, 1978 -79, Committee on Marketing and
Membership, 1979 -80, and the Committee on Chapter Operations, 1980 -82.
<" He is President, Woodson Company , North Canton, Ohio.

nominees for directors
Allan H. Allers Boise (1969). He is serving on the Committee on Education,
1981 -82. He is Controller, Ore -Ida Foods, Inc., Boise, Ida,
Richard F. Asbury , Jr. Memphis (1969). He served on the Committee on
Chapter Development, 1977 -79, and as Chairman of Tennessee Valley Council,
1978 -79. He is Assistant Director for Administration, St. Jude Children's
Hospital, Memphis, Tenn.
Murlin C. Barker Greater San Gabriel Valley; Southeast Los Angeles County
(1973). He served on the Committee on Membership and Marketing, 1980 -82.
He is Vice President, Finan ce, OPC Holdings, Inc., Lo s Angeles, Calif.

Allers

Asbury

Barker

Jack G. Barnhill Northwestern Michigan; Saginaw Valley; Akron (1954).
He served on the Committee on Socio- Economic Programs, 1980 -82. He is
Associate Dean, School of Business, Ferris State College, Big Rapids, Mich.
Jam es J. Brac her Indianapolis (1968). He is serving on the Committee on
Marketing and Membership, 1981 -82. He is Vice President, Central Indiana
Health Systems, Indianapolis, Ind.
Randall E. Chappell Colorado South; Colorado Springs- Pueblo (1969). He
is a charter member of Colorado South and is serving on the Committee on
Education, 1981 -82. He is Manager - Financial Services, CF &I Steel Corp.,
division of Crane Co., Pueblo, Colo.

4%

Barnhill

Bracher

Chappell

Conley

Coyner

Creekmore

Dioletto

Downs

James P. Conley Boston (1966). He is serving on the Committee on Publications, 1981 -82. He is a Partner, Ernst & Whinney, Boston, Mass.
Randolph S. Coyner, CMA Fort Lauderdale; Washington; Fort Lauderdale (1967). He served on the Committee on Education, 1980 -82, and was a
Principal o f the Florida Council. He is Director, School of Accounting,
Florida Atlantic University, Boca Raton, Fla.
Doyle E. Creekmore Texas Bay Area; Houston (1967). He served on the
Committee on Public Relations, 1980 -81, and is serving as President of the
Texas Council, 1981 -82. He is Vice President - Treasurer, Mundy Service
Corp., Houston, Tex.
Paul H. Davis North San Diego County (1974). He served three terms on
the Committee on Research, 1979 -82. He is Group Financial Accountant,
Solar Tu rbin es Inc., Caterpillar Tractor Co., San Diego, Calif.

•;
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W yn V. Dioletto Stockton Area (1969). A Charter Member of the chapter,
she served on the Committee on Public Relations, 1980 -82. She is Controller,
Eagal's Equipmen t Co ., Gelco Corp., Stockton , Calif.
Charles E. Dow ns Beaver Valley (1967). He served as Chairperson of the
Keystone Mountain States Council. He is Supervisor of Group Costs & Statistics, Tubular Produ cts Gro up, Babcock & Wilcox Co., Beaver Falls, Pa.

Davis

Charles R. Eekhout Macomb County- Michigan; Detroit (1956). He was a
member of the Committee on Membership, 1980 -82. He is Regulatory Relations
Coordinator, Rates & Finan cial Evaluation, Detroit Edison Co., Detroit, Mich.

. G
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Lovern F. Ellis Joplin Tri -State (1973). He served on the Committee on Education, 1977 -80. He is Treasurer, Tantko Asphalt Prod ucts, Inc., Joplin, Mo.
R. Dale Evans, CMA, Montgomery (1976). He served on the Committee on
Chapter Operations, 1980 -82. He has a CMA certificate. He is Corporate
Controller, Jay R. Smith Mfg. Co., Mo ntgo mery, Ala.
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Eckhout

dAL
Ellis

Evans
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Stev en L . Fe iner Raleigh Area; Raleigh- Durham (1970). Committee on
Marketing and Membership, 1980 -82. He is Manager, Financial Information
and Control, Monsanto Development Center, Research Triangle Park, N.C.

-

Max Frohw eln Bridgeport; Connecticut Gateway (1967). Committee on
Community and Socio- Economic Programs, 1981 -82. He is Owner, Comprehensive Business Service, New Canaan, Conn.

I
Feiner

Frohwein

Wllllom E. Grobes, 111 East Jersey; Raritan Valley (1972). Committee on

Gr o b e s

Socio- Economic Programs, 1980 -82. He is an Accountant, Exxon Research &
Engineering Co., Florham Park, N.J.
Bart P. Hartman Baton Rouge (1975). Committee on Publications, 1981 -82.
He is Professor of Accounting, Dept. of Accounting, Louisiana State University, Baton Rouge, La.

Hartman

Hennigan

Thomas X. Hannigan Morristown (1968). Committee on Chapter Operations, 1980 -82. He is Corporate Controller, Barrett Paving Materials, Inc.,
Roseland, N. J.

Hewitt

Conrad W. Hewitt Seattle; Orange County; Hawaii; Los Angeles (1964).
Committee on Chapter Operations, 1980 -82. He is Managing Partner, Seattle
Office, Ernst & Whinney.
� ..

W. Je ro m e I sler Columbus (1969). Committee on Community and SocioEconomic Programs, 1981 -82. He is Director, Accounts Payable, Payroll &
Sales Audit, Retail Footwear Group, SCOA Industries, Inc., Columbus, Ohio.

_

Paul E. Izso Akron Cascade; Akron (1976). Committee on Socio- Economic
Programs, 1980 -82. He is Manager, International Finance, The Firestone Tire
lu o

Isler

Jaco b

& Rubber Co., Akron, Ohio.
Jos eph J. Ja co b Mohawk Valley (1972). Committee on Public Relations,
1979 -80, Principal, Upstate New York Council, 1981 -82. He is Controller,
Hamilton Digital Controls, Inc., Utica, N.Y.

t

James H. Jacobs, Jr., CMA, Daytona Beach Area; Fox River Valley
•

�

1

Jasko lski

Jefferson

''
Jacobs

r

Economic Programs, 1979 -82. He is a Partner, Peat, Marwick, Mitchell &
Co., Detroit, Mich.

Wliluam B. King Lynchburg (1973). Committee on Public Relations,
1981 -82. He is Vice President and Assistant Treasurer, Retail Accounting,
C.T. & R., Craddock -Terry Shoe Corp., Lynchburg, Va.

.`.
:r
A
King

(1973). Committee on Chapter Operations, 1979 -81. He is a Partner with
CharlesYordon
R. Jaskolski
Wayne
(1970).
Olivari,
& Jacobs,Western
Daytona
Beach,
Fla. Committee on Socio-

Nell D. Jefferson Chicago (1968). Committee on Socio- Economic Programs, 1974 -76, Committee on Chapter Operations, 1979 -80. He is Manager,
Clearing House Accounting, A.C. Nielsen Co., Northbrook, III.

,

I

N

Kinner

Klein

Linus W. Kinner Green Mountain; Northern New York; Syracuse; New
York (1959). Committee on Membership, 1974 -75, and 1976 -77, Marketing
and Membership Committee, 1980 -82. He is Assistant Vice President Finance, Green Mountain Power Corp., Burlington, Vt.
Henry M. Klein El Paso; North Alabama; Brooklyn (1950). Committee on
Research, 1978 -82. He is Division Controller, Computer Products, General
Instrum ent Corp., El Paso, Texas.

i'r.

Koebele

Lauber

,

Lennox

Robert S. Koebele Long Island - Nassau (1975). Committee on Public Relations, 1976 -78. He is Corporate Controller, Northville Industries Corp.,
Melville, N.Y.
Christine A. Lauber Michiana; Elkhart Area (1973). Small Business Panel,
1980 -81, Committee on Chapter Operations, 1981 -82. She is affiliated with
Joh n Z. Olcott, CPA, South Bend, Ind.
W iliam V. Lennox, CMA, Scottsdale Area; Phoenix (1961). Committee on
Socio- Economic Programs, 1980 -82. He is Controller, Internal Operations,
Motorola Semiconductor Group, Sector, Phoenix, Ariz.
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Rebec
R.M.S.
Management
Long Los
Corp.,
Wichita
Los
(1971).
Angeles,
Committee
Calif. on on
Marketing
and MemberLouiseca
M.L.
Lewis
Angeles
(1972).
Committee
Public Relations,
1980 -82, Chairman of the Los Angeles Business Show. She is Vice President,

O A A h

ship, 1980 -82. She is Manager, Tax Department, Arthur Young & Co.,
Wichita, Kans.
Robert S. Mac intos h Oakland -East Bay (1969). Committee on Public Relations, 1980 -82. He is Corporate Manager of Operations Accounting, Lucky
Stores, Inc., Du blin , Calif.

Lewis

Harlan H. Maurer Kalamazoo; Saginaw Valley (1967). Committee on
Chapter Operations, 1978 -79. He is a Partner in Charge of Audit, Ernst &
Whinney, Kalamazoo, Mich.

Long

Macintosh

r

William E. Mc Kinley Northwest Keystone (1977). Committee on Public
Relations, 1980 -81. He is Assistant Vice President, Loan Review Dept., Penn bank, Titusville, Pa.

IFMaurer

McKinley

Menconi

Mistrot

Edmund W . Mohler Erie (1962). Committee on Education, 1980 -82. He is
Manager, Acco unting Services, Hammerm ill Paper Co ., Erie, Pa.

Mehler

Carl V. Menc onl, CMA, Fox River Valley (1973). Committee on Education, 1981 -82, President of the Mid- America Council. He is Accounting
Manager, Chicago Metallic Corp., Chicago , Ill.
L. Peter Mistrot, Jr. Birmingham -Magic City; Birmingham (1967). He is
Managin g Partner, Birmingham office, Arthur Young & Co., Birm ingham . Ala.
Robert E. Montague Susquehanna Valley; Williamsport (1958). Committee
on Education, 1980 -82. He is Secretary- Treasurer, Kennedy Van Saun Corp.,
subsidiary of McNally Pittsburgh, Inc., Danville, Pa.
John W . Moore Mid - Missouri (1969). President, Heartland Council,
1980 -81, Committee on Public Relations, 1981 -82. He is Accounting Manager,
Mexico Division, A.P. Green Refractories Co., Mexico, Mo.
Robert J. Mounts Evansville (1962). Committee on Operations, 1979 -81.
Worc e s te rCentral
Are a , (19
70). C ommitte
e on C ha pt eInd.
r Op e ra G r oisv eExecutive
r C . M ur rVice
a y President,
He
Industries,
Inc., Evansville,
tions , 1980 -82. He is Se c ond Vic e Pre s i de nt, C orpora te Ac c ounting, Sta te
Mutu a l Life As s ura nc e C o mpa ny o f Ame ri c a , Wor c e s te r, Ma s s .

Montague

•�

s `"
�

4

&

Mo o r e

XII II I6

M o u nt s

Mu r r a y

Popp

Porter

W i llia m F . P a w lo w s k i Florida We s t C e ntra l; Er ie (1967 ). C ommi tte e on
C ha pte r Ope r a tions , 198 1 -82 . He i s Me thods a nd Pro c e dur e s Ma na ge r,
Ac c ounting D e pt . , GT E D a ta Se rvi c e s , Inc . , T a mpa , Fl a .
J a m e s J . P o p p Alt oo na A re a ; J ohns t own (1 97 3) . C ha ir ma n of t he
Orga ni zing C ommit te e a nd f ir s t pre s id e nt o f A lto ona Ar e a . C ommitt e e on
C ha p t e r O p e ra t i o ns , 1 9 77 - 7 9. He is A c c o u nt i ng M a na ge r , A p p l e t o n P a p e r s ,
Inc . , Ro a ri ng S pr i ng, Pa .

Pawlowski
Grover L. Porter Northeast Mississippi; Chattanooga; South Central Kentucky; Nashville; Piedmont (1960). Committee on Public Relations, 1976 -78
Committee on Publications, 1979 -82. He is the Editor of "Management Information Systems," published in MANAGEMENT AC C O UNT ING . He is a Professor
of Accounting at the University of Mississippi, University, Miss.

+>!

W. Edward Richter Tulsa; Fort Wayne (1972). Committee on Public Relations, 1980
Tulsa,
Okla.-82. He is Group Controller, The Crosby Group, Amhoist Company,
J. Hart Roberts , Jr. Charlotte Gold; Charlotte (1968). Committee on Community and Socio- Economic Programs, 1980 -82. He is a Partner, Ernst &
Whinney, Charlotte, N.C.

..
Richter

Roberts

\ 4
Robertson

Milford V. Roberts on Chattanooga (1969). Committee on Publications,
1980 -82. He is the Owner of Comprehensive Business Services, Signal Mountain, Tenn.
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Bradley M. Roof Virginia Skyline; Washington (1975). He is Director of
International Business Program and Assistant Professor of Accounting and
Finance, James Madison University, Harrisonburg, Va.

Carl E. Rullmann Miami Valley Ohio; Dayton (1965). Committee on

Publications, 1980 -82. He is Director — Corporate Headquarters Accounting,
Champ ion International Corp., Hamilton, Ohio.

Roof

Rullmann
I

James A. Slater Cleveland (1960). Committee on Publications, 1977 -79,
Member of the Small Business Advisory Panel. He is a Manager in the Construction Division, Meaden & Moore, CPAs, Cleveland, Ohio.

-

.I

Slater

rr

Aileen M. Stenzel Milwaukee (1970). She is General Accounting Manager,
E.R. Wagner Mfg. Co., Milwaukee, Wis.
J. Charles Stracuzzl North Central Iowa; Racine - Kenosha; Jamestown Warren; Norwich (1968). Committee on Marketing and Membership, 1979 -81.
He is Controller, Modern Farm Systems, Inc., Webster City, Iowa.

Stenzel

Stracuzzi

Striker

Edward A. Striker St. Louis (1964). Committee on Public Relations,
1978 -80. He is a Partner, Ernst & Whinney, St. Louis, Mo.

James F. Temple, II Hawaii (1970). Committee on Public Relations,
1979 -81. He is Controller, Pacific Resoures, Inc., Honolulu, Hawaii.
Robin T. Thurlow Delaware; Bridgeport (1955). Committee on Marketing
and Membership, 1979 -80, Committee on Chapter Development, 1978 -79. He
is Secretary and Treasurer, Artesian Water Co., Newark, Del.

Thomas A. Tillman Charlotte Blue (1966). Committee on Public Relations,
Thurlow

Temple

Tillman

1978 -80, National Director, 1980 -81. He is a Partner, Seidman & Seidman,
Charlo tte, N.C.

James W. Trultt Muscle Shoals; North Alabama (1961). Committee on
Research, 1981 -82. He is Vice President— Treasurer, Martin Industries, Inc.,
Florence, Ala.
Don A. Udenberg Southern Minnesota (1976). Committee on Marketing
and Membership 1981 -82. He is President, Udenberg & Associates, Inc.,
Rochester, Minn.
Truitt

Udenberg

Uhl

Franklin S. Uhl Seattle; Boise; Washington Tri- Cities (1967). Committee on
Public Relations, 1978 -80. He is Manager, Financial Reporting, Exxon Nuclear
Co., Bellevue, Wash.

W1111am L. Ureel, CMA, Macomb County - Michigan; Detroit (1961). Com+ r

Ureel

Warren

mittee on Public Relations, 1977 -78, and won a Certificate of Merit, 1973. He
is Plan t Analyst, Detroit Edison Co., Detroit, Mich.

J. Donald Warren, Jr. Houston- Bluebonnet; Houston; Connecticut
Gateway; Washington (1967). Committee on Chapter Operations, 1980 -82. He
is a Partner, Coopers & Lybrand, Houston, Tex.

chairman of the association
Emil (Bob) Scharff
From the NAA Bylaws, Article VI, Section 2:
-r

Vr

nominating
committee
nominees
to report in 1983

Chairman: The Chairman of the Association shall be the imm ediate Past President of the
Association, and shall take office when the Chairman's successor as president takes office.
The Chairman of the Association shall serve until succeeded by a new Chairman of the Association, and shall be considered an elective officer by virtue of prior election as president.

Chairman
Emil Scharff, San Francisco
Harold E . Amett, Ann Arbor
Dean W. Arnold, Colorado Springs - Pueblo
R. lee Brummet, Durham Area
Robert J. Donachie, Dallas
Paula G. Keen, Nashville - Capitol City
Charles R. Leone, San Jose
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Clair M. Raubenstlne, North Penn
Joseph F. Ryan, .1ohnstown
Stephen P. Salzman, Long Island-Suffolk
Fred S. Schulte, Austin Area
Robert L. Sinagra, Norwich
Mary Jane S perry, Fort Lauderdale
Ralph W. Stonebraker, St. Louis
Robert F. Walker, Calumet
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Management
Accounting
Practices
8 -4-4
Requirements," would amend FAS
No. 4 by specifying that (1) noncash
extinguishments of debt to satisfy
sinking -fund requirements would be
exempt from extraordinary item status, as are cash extinguishments, and
(2) such exemptions, cash or non cash, only would apply to extinguish ments of debt made to satisfy sinking fund requirements that must be met
within one year of the date of extinguishment.

SEC Defines Small Business
The Securities & Exchange Commission ad op ted fin al d efinition s of
"small business" and "small organization" as those terms will be used in
connection with future Commission
rule- making proceedings. The definitions are necessitated by the Regulatory Flexibility Act, which requires the
Commission to consider the impact of
its regulations on small entities. For
purposes of the 1933 and 1934 Securities Acts, the terms refer to an issuer
or person, other than an investment
company, whose total assets on the
last day of the most recent fiscal year
are $3 million or less. An investment
company, under the Investment Company Act of 1940, would qualify with
net assets of $50 million or less at the
end of its most recent fiscal year_
In 1981, the Management Accounting Practices Committee of NAA commented on related proposals to the
effect that the then proposed benchmark of $2.5 million in total assets for
other than investment companies
should be changed to $10 million or
$25 million in revenues. The recent
SEC release acknowledged that several commentators suggested a revenue criterion, but that the Commission
decided it would not be useful in the
context of the RFA.

Comment Letters Available
Readers are encouraged to request
74

copies of letters written by the MAP
Committee, which comment in the
name of the NAA. The most recent
submissions to FASB, are: Accounting for Title Plant, Accounting and Reporting by Transferors for Transfer of
Receivables with Recourse, and Capitalization of Interest Cost in Situations Involving Tax - Exempt Borrowings and Certain Gifts and Grants.
International Accounting Standards
Committee: Accounting for Government Grants and Disclosure of Government Assistance. Requests for
copies of letters should be directed to
the MAP Committee at the national
office.
E

Management
Information
Systems
10-44
question was one of the easier ones
on the June, 1980 exam:
5. Petman Company is planning to
acquire several dumb terminals to
place in offices which are remotely located from the computer. What additional devices will the company need
to acquire in order that the terminals
may operate properly?
a. Keypunch machines for coding data.
b. Teletypes for transmitting
data.
c. Cathode ray tubes (CRTs) to
display data.
d. Modems to translate electronic impulses to audio impulses and vice versa.
e. Floppy disk units for storage
of data.
The correct answer is "d."
Several questions have dealt with
how a computer -based system would
be developed and iplemented. For instance, anot her typic al example
drawn from the June, 1980 exam:
11. Hooper Inc. wants an information system whereby each division
has a relatively independent subsystem that is tied together via communication interfaces. Thus, each subsystem will be cus tomiz ed to the
division's needs, but the system will
permit sub - systems to interact and
share files if necessary. The information system is known as

a. An integrated data base system.
b. A centralized system.
c. A distributed system.
d. A micro - computerized system.
e. A strategic system.
The correct answer is "c."
Computer security and internal control are important factors in any business. Consequently, these matters
have also appeared regularly on the
CMA exam. Generally, a candidate
has been responsible not only for
those control features that would be
necessary in any system — including
manual —but also for those controls
that need to be included in an electronic data processing system. These
control questions have regularly been
30 -mnute essay questions (out of a
total of 210 minutes for each exam).
Flowcharting
Problems involving either flowchart
preparation or analysis have appeared on virtually every CMA exam_
In some cases, the candidate has had
to know the meaning of the standard
flowchart symbols. Most of the flowchart problems have involved computer -based systems. Although program flowcharts have appeared, most
CMA problems have dealt with systems flowcharts. Some CMA questions involving flowcharts have also
required the candidate to discuss
some aspect of internal control. Thus,
the candidate should be able to spot
internal control weaknesses by examining a flowchart.
Decision Analysis is, for most CMA
candidates, the most difficult section
of the CMA exam. The sec tion is
heavily weighted toward MIS subjects, particularly computer -based
systems. Because of this emphasis,
MIS professionals should give extra
consideration to the idea of sitting for
the CMA exam. This is one of the sections of the exam where an in -depth
knowledge of the subject matter is required. Thus, those who are knowledgeable of MIS would certainly have
an advantage on Part 5.
This column was written in collaboration with Dr. Dale L. Flesher, CMA, associate professor, School of Accountancy.. University of Mississippi.
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One of the secret weapons
We're here when you need us.
your competition may have up its
Call us today and you'll have
sleeve is us.
a professional accountant or book This was the finding of a
keeper in your office tomorrow
recent nati onal survey conducted
Our carefully selected
by Burke Marketing Research, Inc. employees are available for a day
They asked leading personor a month. Or longer. And they
nel m anagers which nati onal
come to you with a single prior temporary service they'd call for a ity: to concentrate exclusively on
tem por a r y a ccoun ta n t .
your a ssi gn m en t .
Accountem ps was t he first
After you've spent a day
choice.
with one of our professionals,
This is why.
you'll under stand why companies who've used us consider
W e' re specialists.
Accountemps is one of the
Accountemps to be t he best
world's largest specialized temsource of temporary financial
porary personnel services, with
and edp specialists, and the fast offices in the United States,
est, most cost - efficient way to
Canada and Grea t Bri tain.
get things done.
All of our professionals are
We prove ourselves the first day.
highly trained accountants, bookOr you don't pay.
keepers, auditors, word procesIf for any reason you aren't
sors and edp specialists.
plea sed wit h a n Accountemps
Whi ch mean s t ha t when you employee, there will be no
need a temporary accountant , you charge for that
get an expert. Not some moonlight- day.
ing clerk who's handy with figurei
i
What's more, Accountemps deliberately sends
@
y
slightly over-qualified for the
For more information,
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.
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In the Library
Responsibility Accounting and Performance Evaluation
Elwood L. Miller, Van Nostrand Reinhold Co., 135 W. 50th St., New York,
N. Y. 10020, 1982, 240 pp.—
If there is one overriding goal of the
management accountant in industry, it
is to provide meaningful performance
evaluations within the applicable level
of responsibility. The author's recommendations fit in very closely with material developed by NAA research studies and presented in NAA educational
programs. In the bibliographies after
each chapter, references are made to articles that have appeared in MANAGEMENT ACCOUNTING or NAA research
studies. Case studies of individual approaches to responsibility reporting in
such firms as The Phillips Company in
Th e Net herl an d s, Gen eral El ectri c
Company, Honeywell and 3M strengthen the value of this book.
An y man age men t acco u n t an t i n
charge of developing a responsibility reporting system or evaluating an existing
system will find a tremendous amount
of helpful material here. Rather than
taking a prescriptive, "how- to- do -it"
approach, the author raises some very
interesting philosophical and conceptual questions, the answers to which have
to be developed for the particular company being studied.
The author is interested in the problems of reporting at the international
level. He is conversant with the difficulties involved in the effect of transfer
pricing (designed to minimize taxes and
maximize cash flow) on the subsequent
internal financial reports of various requests. Recent news stories about a major international bank, which moved
funds to reduce taxes and then had to
adjust internal statements for evaluation
of subsidiaries, points up the relevance
of the issues discussed here.
Alfred M. King
See Book Service, page 63.

The Organizational Context of Management Accounting
Robert H. Chenhall, Graeme L. Harrison and David J.H. Watson, Pitman
Publishing Inc., 1020 Plain St., Marshfield, Mas& 02050, 1981, 398 pp. —The
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basic premise here is that accounting
and control issues must be viewed in the
broader context of the organization and
external elements in which the management accounting system operates. Divided into four parts — Organizational
Environment, Organizational Structure,
Individual and Group Behavior, and
Social and Human Resource Accounting as Management Tools —this book
has a dual purpose. One is to present
foundational material from organizational and behavioral theory relevant to
management accounting systems design; the other is to allow examination
of the interactions between management
accounting and organizational and behavioral theory.
Strategic Analysis for Venture Evaluation
W.R. Park and J.B. Maillie, Van Nos trand Reinhold Co., 135 W 50th St.,
New York, N. Y. 10020, 1981, 224 pp.—
This reviewer is always skeptical of
"canned approaches" to the solution of
business problems. When the authors
state that "the chances of success for a
new product or a new business venture
can be predicted with a fair degree of
accuracy simply by looking at each of
three major facto rs .. . " th e level of
skepticism rises pretty high. This book,
however, is not about three factors for

Stan F. Stec, Editor
success, but rather 27 factors for success
at one level and 69 factors at the final
level!
A d et ai led s tu dy of t he bo ok u ndou bt edl y wo uld s ave almos t every
company from investing in products,
markets or ventures which fail. During
a business career with several industries,
this reviewer has been associated with a
number of new ventures which, in retrospect, might have been evaluated more
soundly had the review process proposed by the authors been adopted.
Too often decisions regarding new investments are based on faith or hope.
Because we are dealing with the future,
we assume that we cannot tell exactly
what will happen; therefore, if we have
faith, things probably will turn out all
right. Experience in business indicates
that, more often than not, new ventures
do not succeed.
Before any new capital expenditure
proposal is presented and the internal
rate of return or discounted cash flow is
calculated, business analysts, management accountants and, in fact, all levels
of management should apply the disciplined thinking recommended. How
deeply entrenched in the trade are the
competitors? How might government be
expected to affect this venture, considering the overall situation with respect to
regulations, taxes, programs and politics? Are competent people available for
key participation in the venture? How
does the compan y co mpare with i ts
co mp et i t i o n in t er ms of des ign
competence?
For each of these factors, the authors
recommend a numerical scale and factor weights to be applied coherently and
consistently by several different analysts
within a company. If this procedure
were followed, the authors feel, and this
revi ewer wou l d agree, mos t "hal f baked" ideas probably would be weeded
out. Obviously, the potentially successful venture which is never attempted
cannot be evaluated. But it is equally
obvious that, from the number of ventures which do not succeed, many of
them should have been weeded out.
Enthusiasm and optimism invariably
accompany proposals for new ventures.
10-10-78
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30INVESTMENTPUBLICATIONS
ONLY$18FORTRIALSUBSCRIPTIONSTOTHE
30MOSTPOPULARINVESTMENTPUBLICATIONS
Here are the 30 most popular investment advisory publications which investors regularly 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 subscriptions to a variety of these specialized, savvy services. Their regular annual prices range as high as $360 apiece. 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 order the entire package of 30 sample subscriptions, merely complete 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 exc hanges Otters both buy and sell
recommendati ons Within this changing group.
commentary on the general market from a trading
vantage point, and specific advice on recommendations
offered. 1 Yr, $225
2. SMR STOCK SERVICE. Security Market Research,
Inc. Daily basis Chan service of 50 selected high
performance, high potential stocks including timing
indices 1 Yr, $250
3. C ONSENSUS OF INSIDERS. Analyzes and
Interprets the purchases and sales of Insiders. Including
corporate officials and slock 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
5. 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 selection and portf olio
management advice 1 Yr, $95
6. THE CABOT MARKET LETTER. Identifies small,
dynamic growth companies with 5 -year histories of
saIestearmngs 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 momentumtrelative 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 1 Yr, $90.
6. INVESTMENT QUALITY TRENDS. A 15 -page
biweekly report, which includes three special individual
stock reports and charts, and which determines and
rates the value of each of 350 i mportant 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 than 50 sophisticated leading indicators. glamour
stock index tracking the action of high flyers. and much
more 1 Yr, $100.
10. THE NICHOLSON REPORT. Concentrates on
liming, strategy and discipline Recommends stocks,
puts and calls at critical junctures and follows them
through to ultimate sale. Charts and interprets swings in
investors moods. Teaches readers to lime the market
and play major moves, both up and down. 1 Yr, $150.
11. PRO- MARKET ADVISOR. A down -lo- earth,
common sense approach to individual selection
Includes three separate portf olios for traders.
aggressive growth, and long -term investors Also
leatures. 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 trends. 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 hedge
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. i Yr,
$95.
15. WESTERGAARD
ERA
SERVICE. Equity
Research Associales' John W estergaard 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 score of these companies are recommended in a
year's period
. and ERA's recor d 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. t 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 larther
and produce still more of that money. How to make your
money go larther and produce still more money for you
Precious metals. foreign currencies. Swiss and other
foreign banks. antiques. precious gems. tine an. real
estate and many unusual, yet practical collation survival
techniques 1 Yr, $65
17. INSIDER INDICATOR. widely- followed and often quoted source of corporate insiders buy and sell
signals for all NYSE and ASE listed companies. Reports
prices, dales and position of Insiders whose
transactions give classic signals lest established in the
famous Portland Stale 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 lollowed 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 close -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.
21. THE PENNY STOCK NEW SLETTER. 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 -hall 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 Iwo
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 MARKETWEEK. Measures momentum.
pricelvolume relationships and other market parameters
I0 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 to evidence unusual near -term slrengih 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. It
documents which groups and individual stocks are
acting best and worst. Specific recommendations, both
long and short, are lollowed up regularly until the
position is closed out A regular feature offers Instructive
material to help improve trading techniques 1 Yr, $175.
25. INVESTMENT TIMING & SELECTIONS. Concise,
monthly letter seeks to gauge when purchases should
be made. caulion 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 -lerm strength. These measurements
are not widely available, but have undergone several
years of testing. 1 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 liming Information
and futures contracts without leverage. 1 Yr. $180
28. ZW EIG FORECAST. The most respect advisory
service that concentrates Its efforts entirely on TIMING.
Employs Option Activity Ratios, Short Sales Indicator,
etc to advise its subscribers exactly WHEN to buy and
sell 1 Yr. $165.
29,

A ND R E W S

T R A D ING

CY CL ES .

Fo r

option

traders and short-term investors. timing for trading is
base d on 101 20 s yste m. G ive s tr ader s bu y /s ell sign als
lot st ock an d o pti on s, wit h mome ntu m timing fo r b uyi ng
low an d s ell ing hi gh Cyc les a lso p inp oi nt bu yin g spo ts
at l ows Mon eta ry glamour , s econ dar y in dic es with pr ice
resist ancel suppo rl le vels cycle s for 34d. 68d. 90d highs
and lo ws are forecast in adva nce. For begi nne rs,
pro fe ssi on als a nd int er med ia te tr en d i nv est or s. 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 609 a
piece, as complete payment for the package
Package N1
NAME
COMPANY
ADDRESS
C I TY . _ _ _ _ _ _ S T A TE

ZIP

NOTE: Publications listed in this ad are those
participating in the offer at the time the ad was
Prepared. Over the course of lime, 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.
MA -4
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6 AA
soning in such a document will tend
to ensure general compliance.
Certainly others beside AcSec can
and no doubt will issue accounting
pronouncements— industry accounting groups, the NAA through its MAP
statements, th e FEI and others. The
AcSec statements fall into same category —not standards, not totally
thoritative, but helpful guidelines for
those needing them. Does FASB propose poli cing
su ch pron oun cements for all bodies in order to exerci s e t h e ve t o p o wer it s u rel y
possesses? In the i nterests of effective man agemen t o f t h e B o ard , we
hope not.
We would u rge i n s t ead t h at t h e
Board rethink its definition of a financial accounting s t an d a rd as s o meth i n g o f bro ad in t eres t an d widespread significance to a major bloc of
its constituencies. There are plenty of
th es e i s s u es faci ng t h e Board and
there are still major segments of the
Co ncep tu al Framewo rk Pro ject to
complete. FASB, let's concentrate on
those; let's avoid calling the specialized industry acco unting guidelines
"st and ard s;" let 's res erve t hat term
for true, broad scale standards. Let's
ma k e u s e of t h e o t h er quali fi ed
groups in the public accounting profession , or in management accounting, or in ind us try t o reso lve t hese
other issues. Finally, let's make sure
th es e o t her gro u ps u nd erst an d t h e
rules of the game and follow them.

In the Library
7 6 4 -4
Some rational and systematic approach
should be used to evaluate the ideas.
The management accountant, regardless
of company size, can enhance his contribution by adopting the approaches
recommended in this book.
Alfred M. King
(See page 63.)

Profit Planning for Small Business
Robert N. Hogsett, Van Nostrand Reinhold Co., 135 W. 50th St., New York,
N. Y. 10020, 1981, 231 pp.—
Many entrepreneurs will tell you that
78

running a small business is far more difficult than running a larger enterprise.
Why? A smaller company has all the financial, marketi ng and production
problems of its larger brethren, but fewer resources. Robert N. Hogsett, who
speaks from his own experience in this
area, understands the problems of small
businesses very well and offers useful,
hard - hitting, practical advice.
While, in part, a "how- to- do -it"
guide, this book also is a good commentary on the problems and opportunities
of running a small business. The author's precepts, too, are valuable. An
example of the type of advice is "Hog sett's Law ": "The existing state of affairs tends to continue or get worse unless someone does something about it."
When discussing financing for small
business, a subject which everyone involved agrees is difficult, he says that
banks look very closely at the perceptions of risk. From discussions with
people who have had difficulty obtaining bank loans, readers can get an insight as to why bankers often act the
way they do. The author states, "Most
of the time the banker is working with
yo u r mo n e y . . . yo u woul d become
quite upset if on going to the bank to
cash a check, the banker told you he
didn't have any money because he lent
it out and it wasn't repaid on time."
One problem with the book is the author's evident fascination with mathematics and mathematical techniques. In
this reviewer's experience, the type of
quantitative analysis developed—multi line equations and Greek symbols —
tends to discourage many readers.
The strength of the book, however, is
in the author's understanding of the real
economics of small business. His discussions of fixed and variable costs, marketing and inventory controls are excellen t. He ob vi ou s l y h as had mu ch
experience; his emphasis on people and
the importance of interpersonal behavior comes through time and again. This
practical book is strongly recommended
for persons with responsibilities in or
for small businesses.
Alfred M. King
iSec page 63.1

The Organizational Context of Management Accounting
Robert H. Chenhall, Graeme L. Harrison and David J.H. Watson, Pitman

Publishing, Inc., 1020 Plain St., Marshfield, Mass. 02050, 1981, 398 pp.—The
basic premise here is that accounting
and control issues must be viewed in the
broader context of the organization and
external elements in which the management accounting system operates. Divided into four parts — Organizational
Environment, Organizational Structure,
Individual and Group Behavior, and
Social and Human Resource Accounting as Management Tools —this book
has a dual purpose. One is to present
foundational material from organizational and behavioral theory relevant to
management accounting systems design; the other is to allow examination
of the interactions between management
accounting and organizational and behavioral theory.
The Pensions Answers Book
S t ep h en J. Kr a s s a n d R i ch a r d L .
Keschner, Panel Publishers, 14 Plaza
Road, Greenvale, N. Y. 11548, 1981, 282
pp.— Provides answers to the frequent
questions that arise concerning qualified
pension and profit sharing plans. It is
designed for professionals and business
executives who need answers to help
them decide whether to institute pension or profit - sharing plans and to
choose the plans most appropriate to
their needs. Technical jargon has been
avoided, but authoritative citations are
provided as research aids.
Executive Compensation—A Total Pay
Perspective
Bruce R. Elig, McGraw -Hill Book Co.,
1221 Ave. of the Americas, New York,
N. Y. 10020, 1981, 343 pp.—Five basic
elements of executive pay are examined:
salary, short -term incentives, long -term
incentives, employee benefits and perquisites. The analysis points out the
characteristics, strengths, and weaknesses of each element and shows how it
can be combined with other elements to
shape a total pay package.

The above books are available from the
NA A Library. Mem bers m ay borrow
books for a two -week loan period by
mail, telephone or personal visit. Address Ms. Miriam Redrick, Manager, Library Services, NAA, 919 Third Avenue,
New York, N. Y. 10022 —(212) 754 -9736,
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Here's your chance to learn from the experts . . .
REAPTHEBENEFITSFROMUP-TO-DATE
COMMUNICATIONSBETWEENTHECOMPUTER
SPECIALISTANDTHEFINANCIALMANAGER
The National Association
of Accountants has just
published the Proceedings
From The 1981 National
Automation Conference On

INCREASINGTHE
PRODUCTIVITYOF
THEFINANCIAL
MANAGERTHROUGH

EFFECTIVEUSE
OFCOMPUTER
TECHNOLOGY
A Must for Your Business
or Home Library

$

Publication date
Ja nuary 1982
Approx. 300pps.
ISBN 0- 86641.053 -8

95
101

discount

Learn how executives from both the computer and financial management
to rnerrnbers
fields found a common ground for understanding each other's language and
problems. Many experts participated in a pioneering three -day ''open
dialogue" to help clear a path for future communications
Nati onal Ass oc i ati on of Ac c ountants
MA 5J82
and to develop a framework of cooperation which would 919
Thi r d Avenue, New Yor k. N. Y. 10022
lead to successful applications of newly developing Att: Spec i al Or der D epar tment
computer-based financial systems... included are Please send me I N C REASI NG THE PROD UC TI VI TY OF THE F I NANC I AL MANAGER
realistic views on the current and future issues and the Thr ough Eff ec tive Use of C omputer Tec hnology . Or der No, 81133
advantages of the available technologies.
Name
- It's all here: papers from the main addresses, Title
concurrent sessions, outlook panel, and preconference Company
_
workshops. It's fascinating reading that's sure to Address
benefit the Corporate Controller, Treasurer, and Financial City, State, Zip _ __
Manager.
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People in the News
Burton Named At Columbia

been appointed finance director for the
City of Charlotte.

Jo h n C . " S a n d y " Bu r to n , N A A Member-at- Large, has b een nam ed th e n ew
dea n o f C o lu m b ia Un iver sity ' s G rad u at e Sch o o l o f Bu s in e ss . M r . Bu r t o n
served as ch ief ac co u n ta n t o f th e S EC
from 1972 to 1976.

Victor H. Brown, Chicago, has been
elected a director of Firestone Tire &
Rubber Co. He is executive vice president and chief financial officer.
Lawrence F. Hilliard, Columbus, has
been named controller for Air Products and Chemicals, Inc.'s MIS.

Promotions and New Positions

Patricia J. Artzer, Des Moines, is now
assistant controller of Commtron Corp.

Andrea C. Friede, Akron Cascade, has
been appointed treasurer of the Akron
Equipment Co.
Terry A. Lawrence, Akron Summit, has
been named manager, sales and commercial accounting — wholesale, at B.F.
Goodrich Co.
At Central Counties Bank, Edward J.
Mat os zi uk , Jr. , Altoona Area, and
Theodore D. McDowell have been promoted to vice presidents.
Edward B. Ireland, Atlanta North, has
been promoted to operations officer of
Trust Company Bank,

Celebrating Los Angeles Chapter's
60th Anniversary are chapter President Grant W. Newton (left) and NAA
President Emil Scharff.

At Babcock & Wilcox's Tubular Products Group, Patricia C. Hough, Beaver
Valley, has been promoted to supervisor, general accounting, and Linda J.
Stablow is now financial analyst in the
group finance and accounting department.
At Avondale Mills, C. Hollis Ezell, Jr.,
CMA, Birmingham- Vulcan, has been
named manager of general accounting,
and Aubrey L. Harmon is now manager
of budgets and accounting projects.

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

535 Fifth Avenue, New+ York, NY 10017
30 Vreeland Road. Fl orham Park, NJ 07932
1275 Summer Street, Stamford, CT 06905
3255 W ilshire Blvd. Los Angeles, CA 90010

Sp e ci a l is t s in Fi n a n ci a l Re cr u i t m e n t
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Iris P. Wilson, Diablo Valley, has joined
Kaiser as an assistant controller.
Mark H. Montgomery, East Tennessee,
has been named supervisor of production records, polymers division, Tennessee Eastman Co.
J a m e s K. Doan, Evansvi lle, has been

named con trol ler o f th e Whi rl po ol

i

Joyce E. DenBraber, Bloomington, has
joined Monroe County State Bank as
vice president and comptroller.
At Idaho Power Co., Debra J. Carpenter, Boise, has been promoted to corporate accountant, and William J. Mott is
now manager of property accounting
and power records.... Alistair R. MacMillan has opened a retail computer
store called Computerland.
Jerry P. Cavender, Calumet past president, has been named assistant vice
president of South Chicago Savings
Bank.

The Foster McKay Group

Leonard B. Cartleton, Detroit, is now
vice president in the controller's department at Manufacturers National Bank
of Detroit .... George F. Murphy, Jr.
has been named director of audit and
control at Michigan Energy Resources
Co... Gerald M. Shankel is now director of finance and administration for the
Society of Manufacturing Engineers.

Scot L. Dowell, Canton, has been promoted to supervisor — purchasing administration for The Timken Co.
Brenda Rogers Pryor, Central Arkansas, has joined Jacuzzi, Inc., as corporate controller.
Douglas E. Carter, Charlotte Blue, has

l

�
A

0.41

.

4

, at e.

BERMAN
Suburban ME'. Philadelphia

BURTON
Member -at -Large

Corp.'s re f r ige r at o r gr o u p . . .. J os e p h
R. Payne, Jr. is now an assistant administrator of professional and support services at St. Mary's Medical Center.
Ne al A. Ho c hb e rg, Fort La ude rda le,
has bee n adm itted into the partn ership
of Pollak, Zoller, K oross & Re iss, P.A.
Ga ry H . Kapt ein, Grand R api ds, has
been nam ed assistant vice president and
m anager of the account ing dep artm ent
at L um b erm an's Ba nk.
J a y H . Go rd on , Green Mount ai n, is
now pr e sid en t an d t r e a s u r e r o f t h e
MANAGEMENT ACCOUNTING /MAY 1982

William R. Shaver, Kansas City, is now
vice president and controller at the Plaza Bank and Trust Co.

Lawrence D. Bartimer, New York, has
joined Reliance Group as senior financial reporting specialist
Charles D.
....
Bushley, CMA, has been
named vice
presid ent an d d irecto r o f corp orate
credit for Merrill Lynch & Co., Inc.

Randolph O. Day, Knoxville, has been
promoted to assistant vice president of
the Bank of Knoxville.
At Penn Dairies, Inc., Harold S. Butz,
Jr., Lancaster past president, has been

John G. Koshi, Muskegon, has joined
Bofors Lakeway as assistant controller
Robert J. Miller is now with Bo....
fors Nobel, Inc. as controller.

At the First National Bank, Craig E.
Cool, North Central Iowa, has been reelected to the board of directors, and
Larry L. Harris has been appointed vice
president and controller.
James P. Turner, Oakland County, has
joined General Riggers & Erectors,
Inc., as controller.

BUSHLEY
New York

PRYOR
Central Arkansas

elected vice president, administrative
servi ces, and s ecret ary; William E.
Krantz, also a chapter past president,
has been re- elected to the board of directors; and Robert E. Marion, Jr., has
been appointed comptroller.
Frank S. Fischer, Lehigh Valley, has
been promoted to controller of the pellet division of Ingersoll -Rand Co.
Chung T. Bothwell, Madison, has been
promoted to manager of budgets and
costs at Central Life Assurance Co.
John A. Gerold is now finance man...
ager at Leer Manufacturing Co.
George A. Stoddart, Member -at- Large,
USA, has been elected vice president of
financial relations at McDermott Inc.
Frank H. Wetzel has established
...
Alert Financial Associates, Inc., a financial consulting service.
Andrew J. Nelson, Merrimack Valley, is
now cont rol ler of Aqua Tech Po ols
Maria P. Quintant is now assis....vice president and assistant comptant
troller at Arlington Trust Co.
Lawrence W. Rogerson, Mid - Hudson,
has been appointed manager of accounting at Chester Cable Co.
Gail B. Branfeld, Mt. Rainier, has been
MANAGEMENT ACCOUNTING /MAY 1982

Patrick M. Premo, Olean - Bradford
Area, has been appointed director of internship programs for St. Bonaventure
Un i ver s i t y's Scho ol of Busi ness
Administration.
Daniel J. DeCreamer, Peoria, is now
budget and finance director of the advertising department at Pabst- Milwaukee
Larry L. Wh it ler has been
....
named controller for the Bartonville
and C h i cago Hei gh t s facil it ies of
Keystone.
Thomas E. Martin, CMA, Phoenix, has
been appointed executive vice president,
finance and administration, at Ramada
Inns, Inc.
Robert P. Lilja, Pittsburgh, has been
promoted to senior trust officer with
New En gl an d Merch ant s Nati o nal
Bank.
Hearst Carrington, Rochester, has been
appointed vice president of finance at
Winterkorn, Hammond and Lillis, Inc.
John J. Guarre is now secretary and
...
treasurer at T.H. Green Electric Co.,
Inc.
William O. Ludwig, CMA, Salt Lake
Area, has been elected vice president, finance, and treasurer of Holly Sugar
Corp.
Karl F. Slacik, San Francisco, has been
elected a director of Levi Strauss & Co.

Ronald P. George, St. Louis, is now vice
president of Reed Stenhouse Inc.
Jerrold H. Berman, Surburban Northeast Philadelphia, has been named senior vice president and controller of the
U.S. Home Corp., New Jersey Division.
Victor E. Basile, Jr., Syracuse, is now
controller at Tel Systems Management.
Thomas J. Turner, Toledo, has been
elected vi ce pres i dent , finance, at
Bostwick Braun Co. He is a past president of Greater Youngstown Area.
At Morton Frozen Foods' Crozet plant,
Gregory E. Eckman, Virginia Skyline,
has been promoted to manager, general
accounting; David E. Marshall is now
director of purchasing; and Donna T.
McCurdy has been named manager,
cost accounting
David D. Snider,
CMA, has joined....
Case & Co., Inc. as a
senior associate.
Michael H. Urbom, Wichita, has joined
Precision Pattern, Inc. as controller.
Ronald A. Dion, CMA, Worcester Area,
has been named assistant vice president
at Worcester County National Bank.

DO
YOU APPRAISE
AN APPRAISAL
COMPANY?
Time in Business. Will they be around in
future years to back up their work? Since
1899, we've helped compares buy, sell,
merge, finance, set insurance values, avoid
unfair taxes, minimize taxes, and improve
accounting results.
Breadth of Experience. Do they have
experience in your industry? We've had
experience in
of them — manufacturing,
non - manufacturing, services, education, and
government.
People. What do they know and how well
do they apply it? We have skilled appraisers
expert in real estate, machinery and
equipment, intangibles, and business
appraisals who deliver their work on time
and with all necessary backup.
Clients. Do they do superior work for firms
like yours? We do work for FORTUNE 500
companies and for those who aspire to
that list, for partnerships, proprietorships,
and professionals.
Ask for Proposal. Does it fit your objec•
tives? Budget? Ask for ours. Compare. Call or
write to Hugh A MacMullan, Jr. President.
all

Co., Inc... Landon J. Brazier has been
ad mi t t ed i n t o t h e p ar t n er s h i p of
Knight, Vale & Gregory.

Hew

Montpelier, Vt., office of Jay H. Gordon & Co., and Raymond C. Jennett
has been named vice president and secretary at th e fi rm's Bu rl in gto n office
David R. Robinson has been
....
elected to the bo ard of direct ors of
ANA Ltd., the parent company of Air
North Airlines.

I M

THE MANUFACTURERS'
APPRAISAL COMPANY
PA)hinson Buildink. 15th and Chestnut streets
Philadelphia, PA 19102(215) 568.6739
Offices in principal cities
B1

Emeritus Life Associates
Carl L. Beggs, St. Louis past president;
past national director, 1975 -77. Stuart
Cameron McLeod Society.
Quentin E. Bowers, Columbus past
president.
Donald C. Brewer, South Jersey.
Bert G. Bruckart, York.
George S. Cerny, Chicago.
Robert L. Burr, Birmingham.
Kathryn B. Chavey, Macomb CountyMichigan.
Everett L. Coombs, Peoria.
Howard R. Copperman, Washington.
Norman Crawford, Portland - Willamette
past president.
L.A. Daugherty, Jr., Hampton Roads
past president.
Nicholas J. Diemente, Richmond Lee
past president; past national director,
1964 -66.
James F. Dolim, Hawaii past president.
SCMS.
Donald H. Donivan, York.
Salvatore J. Ferraro, Long Island -Nassau past president.
James E. Gibson, Chattanooga.
Burton E. Gilbert, Calumet.
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Frederick A. Giles, Jr., Boston.
Ralph E. Greider, Dayton.
Henry Gropper, New York.
James A. Habegger, Oakland -East Bay.
Harold K. Hall, Indianapolis.
Henry W. Hartlove, Baltimore.
Charles E. Heffs, Rockford.
William F. Hennessy, Jr., Savannah.
Paul H. Jones, Connecticut Gateway.
Hideo Kajikawa, Hawaii.
Carl M. Koontz, Knoxville past president; past national director, 1971 -73;
past national vice president, 1973 -74.
SCMS.
Clarence Langer, Daytona Beach Area
past president; past national director,
1969 -71; past national vice president,
1971 -72. SCMS.
William J. Lengell, Milwaukee.
Lawrence M. Lindblom, Massachusetts
Route 128 past president; past national
director, 1967 -69.
Edward J. Lis, Cedar Rapids.
John C. Marek, Cleveland East past
president.
Stanley V. Mead, Westmoreland County past president.
Edward J. Myers, North Penn past
president.

Lucius M. Neves, Hawaii.
Robert H. Parke, Toledo.
Vincent A. Piucci, Worcester Area past
president; past national director, 196163; past national vice president, 197475. SCMS.
Junius F. Robinson, Jackson.
Ja mes J . Ryan, Sr. , Long Island Nassau.
Jack W. Schrey, Fort Wayne past president; past national director, 1960 -62.
SCMS.
Herbert Spindler, Massachusetts Pioneer Valley.
Arthur D. Sprecher, Lancaster.
Edward W. Stephens, Hampton Roads
past president; past national director,
1970 -72. SCMS.
Edward W. Stewart, Lehigh Valley.
Charles E. Stonebraker, Akron Summit
past president.
Russell W. Stover, York past president.
Albin R. Vihtelic, Tucson.
James R. Wiley, New Orleans.
I n M emo r i a m
A.R. Baldwin, 85, Waterbury, 1944.
Emeritus Life Associate.
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Thurman T. Brown, Jr., 51, Member -atLarge, USA, 1963.
Melvin D. Gardner, 77, Southern Maine
past president, 1944. ELA.
Dolores C. Gatza, 57, Pittsburgh, 1980.
J.P. Halloran , 70, Pennsylvania Northwest, 1955. ELA.
Edward J. Hanley, 79, Pittsburgh, national vice president, 1948 -49. ELA.
D.J. Kekwick , 52, Member -at- Large,
Australia, 1964.
K.V. McDonough , 77, Waterbury, 1930.
ELA.
J.F.S. McMullan , 49, Tucson, 1962.
ELA.
Arthur Moutinho, 56, Syracuse, 1957.
W.G. Palmer , 39, North Georgia, 1978.
R.G. Scherer, 44, Los Angeles, 1974.
George A. Trapp, 50, Mid - Florida past
president, 1963.

oped through exposure to a variety of
situations, and independence and objectivity with unbiased points of view.
It must be remembered that something is wrong — otherwise management
would not have engaged the services of
the consultant in the first place. Perhaps
the problem is that clients need to explain more fully the role of the consultant to other organizational levels.
Robert F. Zupetz
CPA, Senior Financial Consultant
Danville, Calif.

Into the Accountant 's Hands
I am writing to you because I am concerned with the direction of accounting
education. Other professions, such as
medicine and law, have seen fit to establish accrediting agencies to guide direction of education in their fields.
The accounting profession has no
such agency. In fact, a number of accounting educators have resigned themselves to allowing the American Assn.
of Collegiate Schools of Business to direct the course of accounting education.

Letters
14A
zations by providing knowledge and expertise unavailable within the client's
company, experience in many successful
approaches to business problems devel-

At

Profit maximization is not the single
goal of most firms — contrary to
popular belief. Corporations also are
concerned with ratio of return on

oE soo

investment, market share end total
sales. This information, and more,
was uncovered in personal interviews
(based around a structured questionnaire) with participating managers in
22 companies in the United States
ISBN 0-86641-001-5 NAA Publication No- 80123
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and 22 companies in Canada. These
organizations were involved in the
manufacturing activities of at least
one of four industries — food processing, chemical, transportation
equipment, or heavy equipment —
and they represented a large portion
of their industry's annual sales, total
assets and number of employees.

$495
10% discount to members

52 pages

Please send "The Pricing Decision" to:

National Association of Accountants
919 Third Ave.. New York, N.Y. 10022

IIIIIII

This must be changed.
Many of the AACSB requirements do
nothing to improve the quality of accounting education. Some requirements,
such as the requirement that a high percentage of faculty possess the Ph.D., actually weakens accounting education.
As a resul t, the vast majori ty of accounting practitioners, many of whom
are highly skilled, are precluded from
teaching at AACSB- approved schools.
Accounting programs thus are being deprived of a vast pool of talent.
What I propose is the formation of an
accreditation agency that will represent
the interests of the accounting profession. Public as well as private accounting
interests should be represented. Perhaps
other groups, such as the American Institute of CPAs, the Institute of Management Accounting, the Institute of Internal Auditors and the National Society of
Public Accountants should also have
some input. The future of accounting
education must be taken out of AACSB's
hands and placed into the hands of the
accounting profession —where it belongs.
Robert W. McGee, CMA
Dumont, N.J.

Name

Company
Address
City, State, Zip
Price: $4.95 (10% discount to member – $4.45)
Quantity: _
Amount $
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New Products/ Services

Madeline Krakowsky, Editor

er computer systems. With Magic Mess en ger, th e u s er's co mp u t e r can
communicate with other computers, including large -scale computers, timesharing systems, and subscription information utilities, via regular telephone
lines. In a matter of minutes, the user
can send or receive a document or data
file from virtually, any location. Phone
Chuck Swenson, (404) 262 -2376.

84

Peachtree Software Inc., a subsidiary of
MSA, has developed Magic Messenger,
a high - performance yet easy -to -use data
communications software package for
microcomputers. The package provides
the user with telecommunications capabilities previously limited to much larg-
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Computer Hardware, Inc. has developed the Labor Control Device (LCD),
an advanced timekeeping labor control
system which eliminates tedious clerical
procedures and inaccuracies associated
with old- fashioned time clocks. Employee manipulation of time cards also
is eliminated by the use of a specially
coded ID type badge. CHI Labor Control Systems defines a multitude of pay
policies, insures that each employee
conforms to those policies, and prevents
overpayment to employees. The LCS
also provides management with key labor status reports to help control expenditures and eliminates costly errors associated with adding up employee time
cards. Write Computer Hardware, Inc.,
4111 N. Freeway Blvd., Sacramento,
Calif. 95834

Free Literature
Olympic USA, Inc. has a 12 -page booklet titled "Understandin g Electronic
Ty p e wr i t i n g . " P h o n e (20 1) 722700.... The 1982 edition of North -Holland's Comput er Sci ence catalog is
available. The booklet provides data on
books and journals in all branches of information processing. For a copy, write
Han van E yb ergen, North - Holland
Publishing Co., P.O. Box 103, 1000 AC
Amsterdam, The Netherlands.

...........
.

National CSS, a company of the Dun &
Bradstreet Corp., has introduced two
new accounting systems, CSS /AP+
and CSS /GL +, for use in the remote
computer services environment. The
programs use software programs developed by McCormack & Dodge. CSS/
AP + offers automated control of accounts payable. It can p rocess contracts, handle pre -paid invoices, track
cash requirements, and handle check
printing and register. Among the reports available are a general ledger interface, aged trial balance, and a voucher regi s t er. C S S / GL+ au t o mat es

general ledger accounting, providing users wit h b udgeti ng, modelling, and
planning capabilities. Phone Dan Benson, (203) 762 -2511.

.

Philips Information Systems has introduced a new standalone word processor,
the Philips 3003. It includes a keyboard /display workstation, central processor, printer, text editing software
with keystroke memory and graphics,
and extensive features for operator comfort. A new executive time management
system, TimeTrak, also has been introduced. It includes a specially designed
terminal for use with or without a keyboard. The system provides a correspondence log, telephone log, contact
list, meeting agenda file, reference dictionary, organization charts and a project progress chart. Phone Jim Jecker,
(214) 386 -5580.

.

Philips' new TimeTrak system.

Micro -AIM, a new microcomputerized
automatic inventory management system, has been created by Ann Arbor
Computer, a division of the Jervis B.
Webb Co. The system provides the nonautomated warehou se user wi th the
automatic inventory record - keeping and
stock location functions of a standard
mechanized automated storage and retrieval system (AS/RS). Other capabilities include retrieval request processing,
and space management. Phone Anne
M. Knisely, (313) 553 -1000.
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Howtofire
someone you i
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.
It's 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 80
Robert Half independently 1 0

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 OUL
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 explanation that the

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

The specia1W
spec' ' 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 gov-

ernment and business —since 1950.
In fact, when a Senate Committee needed expert testimony on
recruiting practices in the accounting profession, they called him.
With 80 offices in 3 countries,
the Robert Half organization is the
largest specialized recruiter —
which means we can give you the
°ct choice %J first -rate
adidates.
So when you hire
somebody recommended by a Robert
Half office,you may
save yourself the
agony of firing.
mail me your booklet How To Hire Smart
mts coupon to Robert Hall International, Inc.,
P.O. Box 4157 NewYork, NY 10163.)
tm at t
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