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No other General Ledger provides as much easy- to-use

reporting power. Some systems have as many as three different report writers. But with our powerful Variable Report
Writer and simple English instructions, users can generate
almost any report, any time, in the format best suited to meet
their needs.
Even better, users can have access to current , on-line
information at virtually any time and at virtually any summary level.
The Software International General Ledger can be
Installed quickly. Many users report that within a few short
months, they are closing their books faster, producing reports
In hours Instead of days, and generating more relevant information for business decisions.
Because no business operates solely from a General
Ledger, our system interfaces with

FA � 7

Payable, Accounts Receivable, Fixed Asset, and Payroll/
Personnel packages to form a comprehensive financial
database.
Best of all. THE SOFTWARE gives you something extra:
Confidence. Confidence in first- class, thorough training and
documentation . Confidence in continual product enhancements and stringent quality control. And confidence in our
customer support because of the high caliber of our people.
As part of General Electric Information Services Company,
we are a member of a worldwide family of computer and business professionals.
More account - ability is the most important reason why
more than 4,000 users worldwide selected our General
Ledger over the competition.
Call or write today. You'll see that THE SOFTWARE
� n�account�on.

AtlUf t ( * A)j 9554M BOOM ( Bt 986-140
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YOUR INVESTMENT BRIEFING
Subscxibe too Barron's
and get a weekly briefing
designed to keep you
ahead ofthe money game.
In today's turbulent econ
omythere are winners and losers.
How do the winners profit from
the money game? How do they
stay ahead ?
Successful manage rs say the
answer is simple. In order to
profit in uncertain rimes they
strive to gather all the pertinent,
solid information and opinion
available —the kind of infor
mation that analyzes the econ omy, examines the competition
and shows what's really happening in the financial markets.
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Subscribe now and
get a valuable bonus.
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Each week Barron's looks ahead, sending out
advance signals of potential problem situations and
pitfalls, as well as pointing out financial and investment opportunities in the making. Most publications
- - - - -
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They use Barron's, the business and financial
weekly from Dow Jones, for their investment
briefing. Barron's provides them with regular, indepth status reports on industries, companies and
markets. It's an effective way for managers to keep in
touch with the financial world and stay a step or two
ahead.

r . - - - - -
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deal with what has happened.
But Barron's focuses on what's
likely to happen — in the whole
world of business, finance and
investments. Everyweek Barron's
is filled with statistics, insights
and perspectives — the information you need to make sound
investment decisions. All this
makes Barron's critical reading
— an investment briefing you
shouldn't be without.

- - - - - - - - - - - - - - - - -
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Management Accounting
readers who take advantage of
this Barron's subscription offer
will also receive a unique booklet.
" T h e AB C s o f M a rk et
Forecasting."

Written by Dr. Martin E. Zweig, one of the
nation's most respected experts on market forecasting, the booklet shows how to use Barron's Market
Laboratory pages. Zweig points out the market
indicators he watches, the statistics he traces and
how you can use the Barron's Market Laboratory
for your company's —and your own — financial
benefit.

Let Barron's keep you ahead.
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MAIL TO:

------

BARR,ON'
S
c/o National Association of Accountants

;

919 Third Avenue
New York, NY 10022
i

Yes, I want to take advan tage of this special offer. Please enter my Barron's subscription fora full
year (52 issues) at $55. 1 understand that upon receipt of payment I will receive Dr. Martin E,
Zweig's booklet "The ABCs of Market Forecasting."
❑ ❑Payment❑enclosed
❑ ❑Please❑charge❑my
Card #
Signature

❑ ❑American❑Express

❑ ❑Diners❑Club

[] Vi sa

❑ ❑MasterCard

Expires
Name

I

Address
i

City
Title

State
Profession

i

Limited❑time❑offer❑—❑good❑in❑continental❑U.S.❑only.
Allow 4-6 weeks for delivery of your bonus booklet by Dr. Martin E. Zweig.
You may photocopy this coupon for your colleagues' use.

Zip
i
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Do Annual Reports Really Communicate?

15

By Tho mas L. And erson , Jr.
Today's ann ual reports are fat, crammed full of color photographs and sparkling artwork,
but do they really co mmunicate to users? A review of the financial reporting system as it
fun ctions today p uts the issues in perspective. Brockway Glass serves as a case study of
what some forward - looking corporations are doing to improve their financial reporting.
Certificate of Merit, 1981 -82

NAA Profiles SEC's Shad

26

By Robert L. Shultis and Kathy Williams
What's the chairman of the SEC like? What does he plan to do during his term ? The NAA
executive director and a MANAGEMENT ACCOUNTING editor interviewed John S.R. Shad
recen tly an d fou n d wh at som e of the Com m ission's goals are and how he feels about
so me of th e "h o t" acco u nting issues.

Management Accounting Is Research

38

By Peter A. Silhan
Wheth er he is aware of it or not, the management accountant essentially follows the same
steps a p ure research er employs in solving problem s. Making this process manifest helps
to imp ro ve the m anagement accountant's contribution to corporate accounting.
Certificate of Merit, 1981 -82

NAA
Research

Managing Corporate Energy Needs: the Role of Management
Accounting (a summary)

32

By Haro ld E. Wyman and J. Edward Ketz
Co p in g with th e wh im s o f OPEC is only one of the many problem s involved in energy
man agemen t. A new NAA research study, sum marized here, describes how management
accou ntan ts can co ntribu te to energy savings.

Management
Accounting
Issue

Ethics and the CPA in Industry

44

By Mike Merz an d David F. Groebner
Almost one -half of AICPA members do not work in public accounting. Most of them, in fact,
wo rk as m an agem en t accountants in industry and governm ent. These CPAs, like their
counterparts in public practice, definitely experience ethical dilemmas in their work. Even
so, th e AICPA's Co de of Professional Ethics fails to address the practice of management
accounting. Most CPAs —both in public practice and in industry— believe it should.

Accounting

Defining the Municipal Entity

&

By Robert W. Parry, Jr.

Reporting

Until recently, there was no generally accepted definition of the municipal reporting entity.
With the release o f Statement No. 3, the NCGA has attempted to develop a definition that
can be app lied un der diverse situations. The new concept requires cities to provide information th at had o ften been excluded from earlier financial statem ents.

50
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Annual
Conference

Inside Washington —NAA's Week

56

By Robert F. Randall
Th e 1982 An nu al Co n feren ce was described as a "dynam ite" convention. With appearances by Art Buch wald , Ezra Solom on, Secretary of the Treasury Regan, Representatives
Kem p and Crane, Sen ato r Jackson, SEC Com missioner Thom as, CBS Correspondent
Leslie Stahl —and man y o th er absorbing speakers —this Conference set a mark in the
quality o f its edu cation al pro gram. Here is a summary of the events.

Departments

Future
Issues

Perspectives objectives for 1982 -83
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Opinion management accountant — futurist
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Managem ent Accounting Practices on objectives
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Management Information Systems planning for your microcomputer
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Letters to the Editor em phasize m anagem ent accounting
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Data Sheet more accounting unity needed
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Taxes information reporting of international income
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Small Business five "m usts" for survival
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In the Library
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People in the News

69

New Products /Services
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Divisional Accounting & Reporting — Earnings drops, plant shutdowns, price
cu ttin g an d cancelled exp an sions highlight som e of the problems m any com panies face
regardless o f in dustry an d m arket penetration. Because of these pressures, many corporate man agers ex pect their d ivisional financial officers to improve planning and cost contro l. Th e theme o f the Octo ber issue focuses on how divisions are controlling capital investm ents and adju sting p erformance reports and standard costs for inflation. Also look
for the Gold Medal winnin g article on accounting problems that nobody talks about. Coming in No vem ber: the changing role of accounting education and professionalism . In Decem ber, co st acco untin g app lications are featured.
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Views expressed herein are authors' and do not represent Association policy unless so stated. Quantity reprints of any articles in MANAGEMENTACCOUNTING or back issues (subject to availability), may be
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PERSPECTIVES

MANAGEMENT
ACCOUNTING
(ISSN 0025 -1690)

Our Objectives for 1982 -83

VOL. LXIV NO. 3 SEPTEMBER 1982
official publication of the

When I was installed as NAA president for 1982 -83 at the Annual
Dinner in Washington, D.C., I noted that we live in unsettled times
and the pressure is on controllers, chief financial officers, and in
short, management accountants, to help
their businesses get through this period
of necessary adjustment. I'm optimistic! I
see opportunity —great opportunity —for
financial managers and executives and
for our Association. I believe the future is
ours for the asking. We are approaching
100,000 members and our potential is
almost unlimited.
To meet the challenge, we have established these objectives:
• We p lan to st ress man agemen t accounting as a recognized career path
within the overall profession. We are going to bring the image of the management accountant sharply in
focus• In line with this objective, we are going to continue to encourage
the recognition of this Association as the major, authoritative body
devoted specifically to management accounting.
• Third, we will work to make the Certificate in Management Accounting more widely recognized as the standard of attainment of
proficiency in management accounting.
• We also are focusing our attention on efforts to improve the Association's educational delivery systems.
* Moreover, work will continue to extend the influence of this Association and its members on current economic and accounting issues. Throughout the year, we'll be talking about the work of the
Management Accounting Practices Committee and our input to the
Financial Accounting Standards Board and other organizations,
both governmental and nongovernmental.
• Finally, we are going to continue to evaluate the volunteer and
staff organizations of the Association to ensure they will be responsive to your needs.
These, then, are our objectives and with your help, your newly elected officers and directors along with the current directors and
the staff surely will make great strides in achieving them. I'm honored to serve as President of this Association and hope that I can
justify your trust in me.

6

x –

4

National Association of Accountants
Executive Director
Robert L. Shultis
PUBLISHER
James D. Collier
EDITOR
Erwin S. Koval
MANAGING EDITOR
Robert F. Randall
SENIOR TECHNICAL EDITOR
Morris Gartenberg
PRODUCTION MANAGER
Stephen McCrea
FEATURE EDITOR
Kathy Williams
CONTRIBUTING EDITORS
Louis Bisgay, Israel Blumenfrucht,
James Bulloch, Earl K. Littrell,
Frank Mastromano, Grover L. Porter,
Jerold M. Weiss
ADVERTISING MANAGER
William L. Richardson
CIRCULATION SUPERVISOR
Madeline Krakowsky
EDITORIAL ASSISTANTS
Catherine Clark
Doryne Gerstein

ADVERTISING REPRESENTATIVES
New York 10022 —W.L. Richardson, NAA,
919 Third Ave., (212) 754 -9896.
Chicago 60611 —lames K Millhouse, 919 N.
Michigan Ave., (312) 642 -6625.
Oakland, Calif. 94611— Coughlin /Wheeler
Co., 6211 LaSalle S r, Suite 5, (415) 3391914.
Pasadena, Calif. 91105 —Ken Jordan, JJH &S,
119 W. Bellvue Dr., (213) 796 -9200.

f

LOUIS VLASHO
President, 1982 -83

MANAGEMENT ACCOUNTING (ISSN 0025 -1690) is published monthly by the National Association of Accountants,
919 Third Ave., New York, N.Y., 10022. Phone 212/7549700. Price $4.00 per copy. Subscription rates, per year: nonmembers. $42.00. Second class postage paid at New York,
N.Y.. and additional mailing offices. To ensure uninterrupted
mail service, send present address label and new address
including ZIP number to Membership Records Dept., NAA,
919 Third Ave., New York, N.Y., 10022. Allow six weeks for
change. POSTMASTER: Send address changes to MANAGEMENT ACCOUNTING, 919 Third Ave., New York, N.Y. 10022.

Copyright ® 1982 by the
National Association of Accountants

MA NA G E ME NT A C C O UNT I NG /S E P T E MB E R 1982

CPT shows how your word processor
of today can be the first step to
your automated office of tomorrow.
CPT introduces the OFFICE DIALOG LINK""

ord processing has taken the
business world by storm.
Offices large and small are discovering this great step forward over

W

ordinary typing.

Unfortunately, that's where most
people stop.
They've accepted their new word
processors as "fancy typewriters." They

don't realize they're on the threshold
of�an�even�bigger�idea�—�called�office
automation.
CPT has long recognized this potential in the office. That's why all CPT
word processors are designed to let
you�add�new�powers�—a�step�at�a�time.
You may wish to start with CPT's
entry-level word processor and expand
your system later. With CPT, your investment is always protected, because

you can upgrade to the more powerful
CPT word processors in just minutes,
right in your office. _
" No w � t h e m� i s n' t � jd � e -

Ixtrtmentinourcompany that hasn't
from
CPT
benefited
system.
You
o
mightsayQffieeau
matum arrived
overnight ,.

It ka your CPT word processors -WV to nearly a thousand different office devices, including mini and

mainf camecomputers,other word processors, phototypesetters and OCR's.

Specialists in your different departments will soon discover the computer
power inherent in an advanced word
processor. CPT software will let them
do complex math, sort files and make
up new lists, as their original docu-

Perhaps the most remarkable step
to the automated office of tomorrow
is CPT's newly developed Office Dialog Link''
Unlike the present "office networks"
offered by other companies, the Office Dialog Link lets your CPT word
processors "talk" to other brands of
equipment.
Up to 984 office machines can be
joined by the Office Dialog Link at
one time.
So what starts out to be a better way
to�type—�is�in�reality�a�better�way�to�do
business. And that's what "office automa t i o n" re a l l y me a n s. _

ments are being prepared.
Electronic storage is another CPT

breakthrough.
For individual workstations, CPT
has just announced the Disk Unit
series, which can store up to 2,600
pages of additional information each.
For laTer systems, the CPT Word Pak U can store over 11,000 pages.

�

a
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Mail to: CPT Corporation
PO. Box 17
Minneapolis, MN 55440
Or call 1. 800447 -4700
(in Illinois, 1-800-322-4400)
0 Please send me your free I
You How To Get Into Word Processing�—A�Step�At
A Time.
� �1'd�like�a�CPT�sales�representative�to�call�me.

bf

Name
Title
Company

City

d1W

Phone(

State

Zip

)

CPT takes the mystery out of word processing.
Sped ficaritms sobrxcr to change without notice at the discretion of CPT:

Robert L. Shultis

The Management Accountant— Futurist
Recently, Ron Cotton, incoming president of
the Australian Society of Accountants, chairman of John Fairfax Limited of Sydney, and a
featured speaker at our Houston '83 Annual
Conference, described the role of the management accountant as that of "futurist." It's a
good word and accurately describes the orientation which the management accountant
has—or should have.
As we management accountants grope our
way, albeit somewhat haltingly, toward professional status, we should keep in mind those activities and those functions which can contribute most toward the success of our firms and
the peace of mind of our bosses. In going down
the list, it might be a little surprising to some of
the newer or prospective members of the management accounting profession to see how
many of these activities are future oriented.
For example, nearly all of us have had the
somewhat humbling experience of issuing
monthly financial statements on schedule,
whether it be three days or three weeks after
the period has closed, only to find the big boss
almost disinterested in them. He already has a
pretty good idea what they were going to show
and he feels he can't do anything about the results anyway. What he's really interested in is
what's going to happen in the current and future periods —not last period.
The effective management accountant is
one who can tell him where the organization is
going and who can advise and assist management to take the steps needed to improve on
these results. The effective management accountant must help management identify targets of opportunity and potential areas of
weakness —so that his organization can maximize the former and minimize the latter. That
they may not be precise and capable of being
carried out to the third decimal place is a given.
Management rarely cares about this level of
precision, but it does need all the looks into an
unclouded crystal ball that it can get.
It is not surprising that so few companies are

will

Opinion

ready at this time to announce publicly their
forecasts for the future, despite the safe harbor
rules. It is even less surprising that public accountants strongly resist putting any sort of imprimatur to these forecasts. Competitive factors, lack of precision, and lack of auditable
data are all valid reasons for this mutual reluctance. What is surprising, however, is the number of companies which do not, to this day, use
forecasting as the management control tool
that it can be. Most companies have budgets,
of course, but many of them are put together by
the accounting department and rarely changed
during the year. They are frequently looked
upon by management as necessary nuisances,
prepared by the accountants, but not as action
documents. Creation and introduction of a forecasting system which can be used to redirect
the action of the company when needed can be
a valuable contribution of the management
accountant.
There are other opportunities as well for the
management accountant to look ahead. Systems design and implementation come readily
to mind. To paraphrase Lincoln's comment
about his generals in the Civil War, it's too serious a business to be left to the programmers
and systems analysts, important though their
roles may be. The future - oriented management
accountant must be an activist, constantly
probing for new ideas, new ways of doing
things, new solutions to old problems. If something has been done the same way for five
years, the chances are good that there is a better way to do it. If it has been done the same
way for ten years, it is almost a certainty that
there is a better way. Yet many management
accountants remain satisfied with the status
quo.
Another future - oriented area to which the
management accountant can contribute more
than he has is the evaluation of proposed and
alternate capital expenditures. Frequently the
be called upon to
management accountant
"crunch" the numbers, but he should do more
than that. He should offer his reasoned judgment as to the future effect on the organization
of alternative decisions that may be available.
The management accountant is uniquely situated in the company so that he probably has at
his fingertips more of the facts relevant to the
problem than does anyone else. He doesn't
have all the facts —no one has all of them —but
he has enough to be reasonably assured that
any decision he reaches is the best possible
under the circumstances.
There are, of course, many other situations
where the management accountant must emu0-11,- 75
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

ACQUISITION FINANCING:
It's more than just writing a check.

Financing
acquisition o
management
out is far from
It takes a dedic
team of asset -base,
lending specialists w
deal with this often corn
form of transaction on a d
to -day basis. It takes Associate ,
Commercial Corporation's
Acquisition Financing Team.
Backed by over $6 billion in
resources, The Associates has devised,
developed and participated in numerous
acquisitions, mergers and management buy -outs all across
the country, And we will work in cooperation with banks,

17
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insurance companies and other lending institutions. As a
leading source of money for business for over sixty years, The
Associates is in a unique position to provide funds through a
variety of asset -based lending programs.
To learn more o f the role The Associ ates can play in your
future plans, contact the regional office near you. An officer will
be happy to discuss asset -based lending with you. Or, send for
our booklet discussing asset -based acquisition financing.

Associates Commercial
Corporation
Business Loans

Get to know The Associates... People Worth Knowing!

55 East M onro e Street

Business Loans Offices in Atlanta, Boston, Charlotte, Chicago, Cleveland, Dallas, Denver, Detroit, Los Angeles,
Miami, Nashville, New York. Philadelphia, St. Louis and Tampa.

Chicago, IL 60603
(312) 781 -5800

Ass oc iat es Co mm er cial Cor po ratio n is a subsi di ary o f Ass oc iat es Co rporati on of N ort h Am eri ca, a G u" • Western

Company.

Management
Accounting
Practices
.:J

Louis Bisgay, Editor

for leveraged leases, and suggested an alternative approach.
As to the exposure draft, "Accounting for the
Effects of Regulation of an Enterprise's Prices
Based on its Costs," the MAP Committee concluded that the draft generally deals effectively
with the rate - making process and its effect on
financial accounting and reporting. The Board
was urged to consider whether, because of the
Statement's effects on small nonpublic enterprises and non - utilities, such as nursing homes
(in some states), a longer transition period
should be permitted. Copies of MAP Committee
comment letters may be obtained from Mrs.
Lorie Klein at the NAA national office.

FASB Issues Two Statements
Objectives of Management Accounting

issue

At a recent meeting, the Management Accounting Practices (MAP) Committee approved for
publication Objectives of Management Accounting, NAA will publish the paper as Statement on Management Accounting No_ 1 B, a
companion to SMA No. 1A, Definition of Man agement Accounting. After development by the
Subcommittee on MAP Statement Promulgation, "Objectives" underwent an extensive review process, including evaluations by members of the advisory panels (MAP May, 1982).
The full statement will be printed in the November
and also published as part of the
MAP series.

Chironna Reappointed MAP Chairman
John F. Chironna, director of accounting -U.S.
operations, International Business Machines
Corp. was reappointed chairman of the MAP
Committee for 1982 -83 by NAA President Louis
Vlasho. New Committee members this year are
Dennis R. Beresford, partner, Ernst & Whinney
(Cleveland East); Penny A. Flugger, auditor,
Morgan Guaranty Trust Co. (New York); William
J. Ihlanfeldt, assistant controller, Shell Oil Company (At Large); Bryan H. Mitchell, controller,
A.C. Nielsen Co. (Chicago); and Allen H. Seed
III, consultant, Arthur D. Little, Inc. (Boston).

MAP Comments on FASB Drafts
The MAP Committee expressed general agreement with the FASB's revised exposure draft
on "Accounting for the Sale or Purchase of Tax
Benefits through Tax Leases," particularly the
Board's change to the "one transaction approach" regarding depreciation and the investment tax credit. The Committee was critical,
however, of the accounting treatment specified

The FASB has issued Statement of Financial
Accounting Standards No. 62, Capitalization of
Interest Cost in Situations Involving Certain
Tax - Exempt Borrowings and Certain Gifts and
Grants, and Statement No. 63, Financial Reporting by Broadcasters.
Statement No. 62 amends Statement No. 34,
Capitalization of Interest Cost, to provide that
the amount of interest cost to be capitalized in
situations involving acquisition of specific qualifying assets financed with the proceeds of restricted tax - exempt borrowings is to be determined by offsetting interest income against
interest expense. Capitalization of the net interest cost is to commence at the date of borrowing rather than at the date of expenditures. Interest cost would not be capitalized on assets
to the extent that they are acquired using restricted gifts or grants_ The Statement was
adopted by a four -to -three vote and was effective for tax - exempt borrowings entered into and
gifts or grants received after August 31, 1982.
Statement No. 63 derives from the FASB
project on extracting the specialized principles
from guidelines previously issued by the American Institute of CPAs and issuing those principles as FASB statements, with whatever revision s are d eem ed nec ess ary_ The new
Statement modifies AICPA Statement of Position 75 -5 in that it allows broadcasters the option of reporting the asset and liability acquired
under a license agreement at either the gross
amount or the present value of the liability; SOP
75 -5 required use of the present value of the
liability. The Statement will be effective for fiscal years beginning after December 15, 1982.

FASAC Views on the FASB
Within the series of oc c as ion al publi► ► 72
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Now small and medium -sized businesses can have the same kind of cash
management capabiIIty that was previous IyavaIlable only tothe largest corporations.
Check Invest offers a unique opportunity to have your idle operating balances
automatically swept into major money market funds daily. And there's no need to
disrupt your local banking relationships.
For complete detaIIs, maiIthIs coupon to Check Invest,
The Bank of New York, 530 Fifth Avenue, New York,
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Grover L. Porter, Editor

Planning for Your Microcomputer:
Things Advertisers Don't Tell You
Several very fine microcomputers or personal
computers are available in today's market. The
competition between sellers is very keen because manufacturers have been able to lower
prices by unbundling service and support from
the equipment itself. There are, however, problems associated with these devices that manufacturers and advertisers don't tell you about.
In many cases, for example, service on the
hardware can be obtained only by carrying the
equipment back to a service center or shipping
it to some distant location for service. Each of
these alternatives works satisfactorily in most
cases but the new user should be warned that
there may be times when his system is down
for days at a time. For four years the author has
worked with a TRS -80 Model I and carry -in
maintenance has not been that much of a problem, but other very serious and disruptive kinds
of problems can arise.
Here are some guidelines for new microcomputer owners:
Never buy a computer system expecting that
it will be upgraded to satisfy your needs later if it
does not satisfy them now The risk is too great
that the enhancement you desire will be unduly delayed or perhaps never produced at all.
If you wish to have program packages customized for your purposes, it will be necessary
for you to supply the programming. Further,
some program packages cannot be altered because of anti - privacy provisions. And, that is
This column was written in collaboration with
Dr. H. Nelson Lunn, professor of accounting,
Middle Tennessee State University, Murfreesboro, Tenn.
10

the bottom line of that matter.
If microcomputers in your company are going
to be expected to communicate with each other, it will be necessary to ensure that there is
compatibility between communications software and each type of microcomputer in the
system. This is one of the most troublesome areas in utilizing microcomputer equipment. Before you make a purchase commitment, be very
sure that all pieces work together properly.
Above all, never make a purchase commitment based on a promise of developments yet
to come. For example, if a salesman promises
that in three months a wondrously improved
spelling checker to use with the word processing software he is trying to sell you will be available, beware. It could be years before the product hits the market_ Follow an iron -clad rule:
What you see is what you get!
If the tasks to be performed are heavily word
processing in nature, then a dedicated word
processor should be purchased. If the tasks are
computational or accounting in nature, then a
microcomputer is the prime candidate. If the
mixture is 50 -50, then it's your choice.
Both the literature and advertising contain
descriptions of microcomputer installations that
imply a single installation may be a word processor, a personal productivity enhancer, an
accounting machine, and a tool for budgeting
and forecasting. Such multiple use might be
possible in a system large enough to support
time sharing. Where all users have to come to
the same keyboard and enter and maintain
their own files by storing them on flexible disks,
then control of the traffic flow, data, and programs becomes a formidable task.
Perhaps the most serious and common dilemma of this sort is the choice of whether to
use a general purpose microcomputer for a
word processor or whether to buy a dedicated
word processor and another microcomputer for
general use. The use of a microcomputer for
word processing can be very attractive. There
are several generally available software packages for word processing. And the cost tends
to be less than a dedicated word - processing
system.
Word processing terminals, however are designed especially for that task while general
use keyboards are not. When the microcomputer keyboard is to be used for a word processing
system, it is usually necessary to redesignate
the purpose of many keys so as to provide special function keys. The designers of dedicated
word processing keyboards usually have pro► ► 64
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THE UCC
ACCOUNTS PAYABLE
SYSTEM. IT
PROTECTS THREE
WAYS BEFORE
IT PAYS.
Are you looking for an Accounts Payable
System that does more than write
checks ... one that helps you control
precious cash.
You just found it. The UCC Accounts
Payable System with Purchase Order
Control. It eliminates erroneous
payments with a complete 3 -way match
of purchase orders, receivers and invoices
—all in one system. If you didn't order
the goods, didn't get the goods you
ordered, or are invoiced at a different
price ... you get'a red flag instead of a
check authorization.
UCC -APS also allows you to take full
advantage of discounts, conserving yet
more cash. It even analyzes discounts
against the cost -of- capital.
UCC -APS is also full of accounting
controls and reporting capability, too.
And, yes, it is easy to use.
Check with us about 3 -way protection
before you pay ... for an A/P system. Call
us today at 800/527 -5012 (in Texas,
214/353 -7400).

THE MOST EXPERIENCED
SOFTWARE COMPANY IN THE
WORLD.
University Computing Company • Dallas • Toronto • London • Zurich
UCC is a subsidiary of Wyly Corporation (NYSE).
For more information and an annual report, write
1000 UCC Tower, Exchange Park, Dallas, Texas 75235.
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Letters
TO THE EDITOR
Let's Not Sidetrack Our Accountants
Congratulations to Robert Shultis for
again stirring our consciousness on the
need for recognition of a management
accounting curriculum on the college
campus. He reminded us of the dangers
of not adequately preparing a large majority of the students who graduate with
majors in accounting for jobs that require future orientation and skills in
"making it happen."
I commend and support efforts to establish a management accounting foundation for the advancement of managerial accounting curricula. The need to
develop active, participative managers
within the finance discipline is critical
to th e s moo t h runn ing of b usin ess
today.
Travelling the conceptual learning
curve required to put theory into practice has sidetracked many a technically
sound accountant to the role of bookkeeper. Early exposure to managerial
accounting at the college campus will
help strengthen our profession's ability
to move business forward.
Neal J. Hannon, CMA
Rochester, N. Y.

Emphasize Management Accounting
I am a long time reader of MANAGEMENT ACCOUNTING, and was a long
time member of the NAA, until I retired some years ago. I read the "Opinion" i n the June 1982 issue with my
usual keen interest and close attention
because Mr. Shultis touches upon a topic which I have also thought about intently for the past 40 -50 years.
The subject of wheth er o r not accounting schools and departments emphasize public accounting, as contrasted
with what we now call management accounting, has always been of general interest to educators, students, and the
several aspects of the overall profession
of accounting in our society. As mentioned in the editorial, there is a certain
10-10- 68
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found It to fit perfectly.
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Do Annual Reports
Really Communicate?
The dominating factor is: W hat is Brockway's return
and is this being effectively communicated?

Does today's public corporate financial reporting
effectively communicate information to the intended audience? If not, can it be improved by
ei t her in ternal or ex ternal efforts and /or
regulations?
We approach these questions through a general
examination of corporate financial reporting from
various viewpoints. Then we apply the generalization to a specific case example, Brockway Glass
Company, Inc.
Corporate financial reporting in the United
States today is unquestionably the best in the
world. Corporate financial officers have matured
in an atmosphere of full and fair disclosure which
is considered normal good business practice, and
the reports of an overwhelming majority of publicly held corporations reflect a sincere effort to
tell the "corporate story" in a forthright manner.
Despite the generally commendable record, a
number of situations have developed in recent
times which reflect less - than -good faith reporting
and these cases have received notoriety far out of
proportion to their number. Questionable professional practices in the auditing and analytical use
of financial information also have been brought to
public attention.
Moreover, there have been criticisms of the basic accounting model and its application in some
0025. 1690/82/6403 - 0514/$01.00/0

circumstances where it is felt that it does not describe business activities adequately, and there
have been many suggestions that the historical accounting approach does not present sufficient information on which to base investment decisions.
A Corporate Viewpoint
In today's corporate financial reporting environment, there is no exacting standardization.
Rather, standards in corporate reporting must be
expressed in the context of principles such as honesty and consideration of others' needs. Because
there is almost always more than one right alternative, there exists an element of subjectivity even
to "honest" reporting. Another point to keep in
mind is that conflicts exist between the interests of
report users. A course must be selected that is as
equitable as possible among the variety ofinterests
in the corporation. With these "subjectivities" in
mind, it must be remembered that from a "corporate viewpoint," the fundamental purpose of published financial reports is to inform the investor.
Despite what some may think, the interests of the
general public, customers, labor and others in financial reports must be regarded as definitely second to th ose of th e i nvesto r o r o wner o f t he
enterprise.
The responsibility for this reporting lies with
the corporate financial officer. First of all, the Securities & Exchange Commission requires that the
Copyright
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chief financial officer of the corporation sign a
registration statement which is filed with the
Commission. This means the financial officer as
well as the chief executive officer and the board of
directors have a legal obligation to see that all significant information has been disclosed and that
the financial statements are fairly presented. From
another viewpoint, the corporate financial officer
does have a stake in the evaluation placed on the
company by outsiders, thus it is to his advantage
to portray the company in a favorable light. He
may have a financial interest through stock ownership, in which case it is directly to his personal
advantage to see the price of the company stock
move upward. Again, however, the requirements
of accounting professionalism, of adequate disclosure, honest reporting and accuracy are the legal
and personal constraints placed upon him. As a
professional, the corporate financial officer knows
the current standards of disclosure and he must
make the best judgment he can, and accept respo ns ib il it y fo r th em alo ng wit h hi s fell ow
executives.
The next step in the "responsibility ladder" falls
to th e bo ard of di rect ors. Th e di recto rs are
charged by state corporate law with the management of the business and affairs of the corporation. This first step in the "overseeing" of a firm is
extremely uneven because it occurs completely on
a company -by- company basis. Some boards may
consist entirely of company executives who are
subject to the same pressures as the financial officer. Other boards may have outside directors who
have little understanding of financial reporting.
Even board members who are experienced in this
field may not have sufficient time available to explore fully the company statements. Finally, some
corporations have an audit committee consisting
of outside board members who meet with the financial executive and with the auditors to review
the statements. The effectiveness of this committee again depends on the ability and availability of
members to review financial reporting.
Despite some minor weaknesses in the system,
in general, the internal viewpoint of corporate annual reporting appears to be one of telling the
facts as they are with honesty and integrity. From
an external point of view, the certified public accountants are the chief actors.
A Public Accounting Viewpoint
The independent public accountant has been
given the role, by administrative regulation, of
"guardian" over financial reporting. Most state
laws require certified annual reports to shareholders. The Securities Act of 1933 requires certified
financial statements in a registration statement.
SEC rules under the Securities Exchange Act of
1934 require certified statements in Forms 10 -K

16

and 10 -Q, certain types of proxy statements and in
annual reports.
The public accountant has been "placed" between the preparers and users of financial statements. He thus is in a position to correct violations of the ethical standards before they occur
publicly. If the client refuses to make the correction, the accountant may qualify his opinion or refuse to give one. These latter two options give
warning to the public and may even cause SEC
action to be taken.
To ensure the accountant is objective and not
subject to pressures, he is required to be independent by SEC rule and the Code of Professional
Ethics. The American Institute of CPAs' "Code
of Professional Ethics" begins as follows:
The reliance of the public and the business
community on the sound financial reporting
and advice on business affairs imposes on
the accounting profession an obligation to
maintain high standards of technical competence, morality and integrity. To this end, a
member or associate of the American Institute of Certified Public Accountants shall at
all times maintain independence of thought
and action, hold the affairs of his client in
strict confidence, strive continuously to improve auditing standards, promote sound
and informative financial reporting, uphold
the dignity and honor of the accounting profession and maintain high standards of personal conduct.
The various rules of ethical conduct involved in
the "Code" do not further define "sound and informative financial reporting." Thus, it would appear that these nebulous statements could hardly
provide any sort of basis for the enforcement of
ethical standards. Some content is added by the
definition of generally accepted accounting principles by the Accounting Principles Board, but the
efforts to define these principles have been slow
and readily contested.
A Government Viewpoint
Established through the Securities Acts of 1933
and 1934, the Securities & Exchange Commission
is in an extremely well - placed position to exercise
surveillance over financial reporting in view of the
large amount of financial information which is required to be filed with the Commission under the
1933 and 1934 Acts and SEC rules. Any company
issuing securities must file a registration statement
containing specific financial information. Companies subject to the 1934 Act must file certified annual reports on Form 10 -K and unaudited quarterly financial information on Form 10 -Q. In the
past, the SEC's surveillance has been principally
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

devoted to the information within registration
statements. Presently though, attempts are being
made to develop a more thorough review of the
Quarterly Form 10 -Q as well as the Form 10-K.
This task is being hampered by budgetary and
manpower difficulties.
The federal securities laws also provide a series
of weapons for SEC rule enforcement. The Commission can issue interpretive releases on accounting practice as well as issue a stop order suspending the effectiveness of a registration statement. It
can suspend trading in outstanding securities. The
SEC can conduct private and public investigations
into possible violations of the laws and take administrative action against persons subject to its
jurisdiction. Finally, it can recommend to the Department of Justice that grand jury proceedings be
commenced with a view to criminal indictments.
It can also institute civil proceedings to curtail
persons from further violations of the securities
laws and require payment of damages to the corporations and its shareholders.
The third area of authority the SEC has is the
"establishment of standards." This is the weakest
area because in establishing accounting principles
the Commission has tended to depend on, and
work with, the AICPA and simply comment with
respect to its work to achieve certain results. This
same relationship holds true with the SEC and the
Financial Accounting Standards Board, which
has assumed the task. It is very clear that the SEC
has not in any way fully used the authority given
to it by statute for the establishment of accounting
principles.
The courts actually become the final step in the
corporate financial reporting enforcement process.
Access to the courts for correcting or punishing
unfair presentation of financial information comes
from several directions. Both state and federal
statute provide criminal penalties for making
fraudulent statements and fraud also provides a
common -law ground for civil suits. At the present, the main avenue is through the federal securities laws. The court is now expanding interpretation of the private right of action under Section 10
(B) of the 1934 Act and Rule 10b -5. This area is
of such importance to the changing legal environment it deserves a closer look.
Rule lOb -5 was designed to clear up the scheme
of federal securities regulation by giving the Commission a tool by which to frustrate fraud in the
purchase of securities as well as in the sale of
them. However, because of the attitude of today's
private counsel and the responsiveness of the
courts to the plight of those defrauded in securities transactions, lOb -5 has been transformed into
a potent tool for private suits. The rule itself is
relatively simple; it declares as unlawful certain
fraud -like and deceitful conduct, and material
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

misrepresentations and ommissions, when they
occur in connection with the purchase or sale of
any security.
There is no doubt the development of Rule lOb5 has given rise to a much greater volume of litigation involving transactions in securities. As the
number of cases increases and the courts ease restrictions which previously frustrated plaintiffs,
the examples set are giving rise to far greater
temptation for investors to take legal action when
they believe they are the victims of fraud or misleading representations.
Present Reporting Requirements
What are corporations specifically required to
do? Do these requirements effectively communicate information to the intended audience? Below
is a list of items that are required by the Securities
& Exchange Commission, the New York Stock
Exchange, the American Stock Exchange, and
those guidelines recommended as public reporting
practice for all companies.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

Are
corpora tions
creating
beautiful -but
confusing,
noncommunicative reports?

Accounting - change in auditors
Amendment of charter or bylaws
Annual report: Form 10-K
Bankruptcy or receivership
Contracts: defense and major long term
Default upon senior securities
Disclosure policy statement
Earnings
Employee stock purchase and plan
Environmental matters
Increase and decrease in float
Form of listed securities changed
Listing on an exchange
Options granted to purchase securities
Proxy material
Redemption or retirement of listed securities
Rights to subscribe
Stockholder proposals
Tender offer
Withdrawal of assets securing registered
securities
Accounting - -change in method
Annual meeting of stockholders
Annual reports to shareholders
Business purpose changed
Changes in conversion rate
Change in directors or officers
Dividends
Earnings forecast or estimate
Energy problems
Extraordinary charge or credit
Foreign currency translation
Legal proceedings
Merger
Prospectus
Questionable or illegal payments
17

prompt notice, as well as the above 8 -K
when filed. The NYSE recommends that independent auditors be represented at the annual meeting to answer questions.
3. The American Stock Exchange in this case
has the same requirements as the NYSE.
4. The generally recommended publicity practice is to have a press release at the time of the
filing of 8 -K, if differences between the parties
are major. Discussion of change in annual or
quarterly reports to shareholders should be
considered. A clear statement in the annual
report or els ewhere on when and how the
company rotates auditing firms should also be
considered.
This comprehensive list gives the impression
that the subject of corporate financial reporting is
well defined and straightforward. But is corporate
reporting sufficiently defined and are reports communicating effectively?
Brockway, Inc. —a Case Study

36.
37.
38.
39.

Replacement costs
Segmented reporting
Stock split or dividend
Treasury stock— increase or decrease

An illustration of one of these 39 requirements
will help clarify how each item is detailed.
Under Accounting— change in aud itors, for
example:
1. The Securities & Exchange Commission requires Form 8 -K, which includes information
on disputes over the past two years reporting
and whether opinions in the last two years
were adverse or qualified. The departing accountant must file a letter as exhibit commenting on company explanation. There must
be disclosure of the impact of any changes
made by the new firm. In any proxy statement, the name of the current accountant and
the accountant of the previous year must be
given along with details of disagreements.
Note must be made whether the accountant
will be available at the annual meeting.
2. The New York Stock Exchange requires
18

A good starting point in evaluating the external
financial communications of a corporation is to
examine one specific company's structure and its
overall goals and objectives. Figure 1 is an abbreviated organizational chart of Brockway, Inc.,
showing only the people involved in the external
reporting process.
All Brockway corporate external financial communications begin with the Controller developing
the actual financial figures while the Manager of
Communications develops the additional verbiage
required. These two works are combined into a
draft document and forwarded for initial approval
to the Vice President of Finance and the Corporate Counsel. These individuals approve or disapprove the work with respect to their individual expertise and, if approved, the document advances
to the Chief Executive Officer. The approval of
the CEO again advances the document for the
Board of Directors' approval. Finally, the document is either released or an iterative process of
further development takes place from top to bottom until the document is satisfactory for release.
It must be noted that this process is used for all
such external financial reports regard less of
whether they are annual reports, quarterly reports, SEC forms 10 -K or 10 -Q.
Brockway, Inc. corporate objectives and management guidelines include these key statements:
1. The Company should project the image of a
growi ng, pro fi tab le co rp o rat io n which
through the use of the latest technology and
methods manufactures products of the highest quality which it markets at reasonable
prices.
2. Corporate development will be directed toMANAGEMENT ACCOUNTING /SEPTEMBER 1982

ward continuing growth of earnings and return on stockholder's equity. These objectives
will be achieved by both internal and external
expansion.
The central operating objective of the company is to have the business of the divisions conducted in a manner as will enable each of
them to make a satisfactory contribution to
the corporate financial objectives.
4. The basic purpose of a business corporation is
to provide a return on the investment of its
shareholders. Brockway's objective is to produce a return in the form of dividends and investment appreciation, which steadily increases an d is abo ve t he average o f th at
available to investors elsewhere under circumstances of similar risk.
5. As a responsible business entity, Brockway
will comply with all applicable laws, rules and
regulations as well as recognized standards of
moral conduct and expects all of its officers
and employees when acting on behalf of the
Company to comply also.
All statements are relevant to the company's
annual report, but the dominating factor from
both the company's and potential investors' viewpoint is point four. What is Brockway's return
and is this being effectively communicated?
It is instructive to see how Brockway's financial

reporting has developed through the years. Table
1 is a copy of the financial portion of Brockway's
1931 annual report. This report was in a simple
booklet form with a letter from "The President"
surrounding a very simple balance sheet. There
was no income statement enclosed and careful examination of the president's letter was required to
discover the sales of 1931.
By 1947, the Securities Acts had long been in
force and the radical changes in annual reporting
could be noted. The balance sheet (Table 2) was
far more detailed and the system of footnoting information had begun. A detailed income statement and public accounting certification was now
involved (Table 3). The race for "notoriety" also
had begun with graphs, charts and pictures of industrial facilities.
An examination of Brockway's 1980 report
demonstrates how far things have advanced at
least with respect to appearance, Admittedly far
more information is available and statements have
been added such as the Statement of Changes in
Financial Position, Statement of Shareholders Equity, and increased footnoting.
Of course, the 10K Form, which is forwarded
to the SEC, is more detailed and in a specified format that supplies more information than the annual report. But this is where we begin to see the
shortcomings of communication. In the last page
of the annual report is the first and only statement

The message of
business all too
often does not
seem to be
getting
through.

Table 1

BROCKWAY MACHINE BOTTLE CO.
MANUFACTURERS OF FLINT GLASS BOTTLES

BROCKWAY, PA
CONDENSED STATEMENT OF CONDITION AT CLOSE OF BUSINESS
JUNE 30th 1931

,

LIABILITIES AND CAPITAL
Notes Payable
........... . . . . .
Accounts Payable
Deferred Credits . . . . . . . . . . . . . . .
...............
First Mortgage Bonds
............
Sprinkler Notes
................
Reserves
.....................
Capital Stock
........
......
Surplus
.......
.
.
.
.
.
.
.
.
.
.....
Profits for Year Ending
JUNE 30, 1931
,

.

I

$12,000.00
86,320.27
3,494.22
100,000.00
20,066.66
248,577.08
236,200.00
157,689.76

.

.

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

$22,287.34
475.00
63,345.30
199,259.98
3,394.94
550,295.98
57,615.90

,

.

.

ASSETS
Cash on Hand
........ . . . . . . .
Notes Receivable
........... . .
Accounts Receivable
............
Inventories
. . . Insurance
...............
Cash Value Life
........
Land, Buildings and Equipment
....
Deferred Charges

Total

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

$896,674.44
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32,326.45

.................
Total . . . . . . . . . . . . . . $896,674.44
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that Form 10K is available upon request.
Brockway's 1975 annual report included a removable supplement entitled, "A Study Guide to
Annual Report Purposes, Terminology and Contents." This document described and defined the
information in a Brockway annual report and was
also made adaptable to the annual reports of other
companies. This type of tool proved to be of value,
and Brockway's success with this document was
so great that the 1976 report was used to develop
another insert describing methods of the use of information found in the reports. Also, a series of
ratios were developed to assist performance analysis, debt analysis, and investment analysis. These
simple analysis procedures give the user much
more material involvement in the annual report,
thereby improving communication.
Can Financial Reporting Be Improved?
We have now gone full circle, looking at corpo-

rate financial communications from a series of
viewpoints. Now, the questions posed at the beginning must be answered.
First, from a company viewpoint, can financial
reporting be improved? As mentioned before, the
financial report has become the primary document a business uses to explain its performance.
Even so, the message of business all too often does
not appear to be getting through. In this author's
opinion, the corporation may very well be partly
to blame. Going beyond the actual corporate
fraud that may be going on in certain cases, even
the "honest" firms, to a degree, may be distorting
communication for several reasons.
The financial report is a relatively tender subject for corporate officers. Within the document
the successes can be bragged about or the best
possible light placed on failures. There was a time
this was done only in words and dry statistics.
Now, the appearance of a financial report seems

Tabl e 2
BA L AN CE
AucusT

S HE E T
31, 1947

A S S E TS

LIAB ILITIES

CURRENT ASSETS:

.

.

.

551,410.96

.

.

.

.

.

.

332,000.00
546,845.06

TOTAL. CURRENT LIABILITI ®5
.

.

.

.

$1,430,256.02

.

.

.

.

.

.

.

.

.

.

.

.

.

.

.

.

.

.

.

Payments due before August 31, 1948 on long -term and chattel mortgage notes payable to bank
Accounts payable (including accrued expenses)
Taxes payable (including income taxes of $520,000.00)

.

.

50,000.00
474,957.93
1,508,622.51
56,522.36
9,624.46

.

.

.
.

580,636.00

.

.

.

.

.

.

.

.

.
.
.

.

.

.

.

.

.

.

.

.

.

.

.

.

U. S. Government securities, at cost
Accounts and notes receivable, less reserve of $36,624.81
Inventories, at standard cost of production or purchase
Prepaid insurance and taxes
Other current assets

.

$

Cash on hand And in banks

$

CURRENT LI ABI LI TI ES:

TOTAL CURRENT AssFT5.

.

$2,680,363.26

LONG - TERM D EBT:
Unsecured note payable to bank, less amount shown as
current liability of $327,000.00 . . . . . . $ 923,000.00
Chattel mortgage note payable to bank, less amount
shown as current liability of $5,000.00 —Note 1
295,000.00
Contingent liabilities, $416,121.86— Dote 2 .
—

FIXED ASSETS:
Land, buildings, machinery and equipment, and leased
equipment, at cost — Note I . . . . . . . $5,680,825.56
Less: Reserves for depreciation and amortization . 1,326,178.14

Reserve for income taxes
4,354,647.42

.

.

.

.

.

.

.

.

.

.

.

.

.

1,218,000,00
100,949.42

C API TAL STOC K AND SURPLUS:
Preferred Stock — Authorized 30,000 Shares,
$50.00 Par, Non - voting:
Outstanding and subscribed 24,407 shares

OTHER ASSETS:
Note and account receivable— Brockway Box Comparty, Inc. — Note 2
$
Other assets, less reserve of $1,600.79

$1,220,350.00

Common Stock — Authorized 60,000 Shares, $50.00
Par:
Outstanding 39,948 shares— Note 3
1,997,400,00

82,853.88
50,386.68

133,240.56

Surplus .

.

.

.

.

.

.

.

.

.

.

.

.

.

$3,217,750.00
1,201,295.80
4,419,045.80

$7,168,251.24

N O T ES AF FE C TI N G B A LA N C E S H EE T,
NOTE f. Machintry and equipment, cunsi,ting of certain glass feeders and bottle forming machines
purclsased from Hartford- Empire Company having a book value at August 31, 1947 of $328,042.78,
ss pledged as security on a chattel mortgage note dated August 31, 1947 to the Society for Savings in
the City of c1cseIand, Cleveland, Ohm, in the principal sum of $36i),nn0.00 said note being issued
pursuant to the terms and provision of a chattel mortgage of the same date.
NOTE 2. Brockway Glass Company, Inc., has contracted to purchase all of the issued and oalstand.
ing shares of the capital stock of Brockway Box Company, Inc., Brockway, Pennsylvania, on oc before
March 31, 1950, said date of PucctsriV at the option of Brockway Glass Company, Inc., for $202,547.06
which was the book value of the capital stock of Brockway Box Company, Inc., at March 31, 1947.
Bnckwa), Glass Company, Inc., has gaarunteed the payment of the principal and interest in full of
a note payable of Brockway Box Company. Inc, Brockway, Pennsylvania, with the Mellon National
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$7,168,251.24

INCOME, AND SURPLUS ACCOUNT
Bank and Trust Company, Pittsburgh, Pennsylvania, dated May 26, 1947 in the principal sum of
$200.000.00, with mteresr at 3% per annum. The pt incipal annum is payable in monthly installments
of $4,000.00 on August 1, 1948 and a like amount on the first day of each successive month thernher
until the principal amount is fully paid.
Brockway Glass Company, Inc., is guarintor, on balances as of August 31, 1947, of principal and
interest on loans made by employees with the Brockway Citizens Bank, Brockway. Pennsylvania, to the
amount of $9,824.110; and with the Emporium Trust Company, Emporium, Pennsylvania. in the
amount of $3,750.00.
NOTE 3. There arc 28,173 shares of the outstanding common capital stock held by the Deposit
National Bank, DuBois, Pennsylvania, as voting trustee under a ten (10) year voting trust agmmcol
dated January 4, 19-111.
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"... in conformity with generally accepted
accounting principles applied on a consistent basis."
when these principles can't even be agreed upon.
The profession also can be criticized for its
"current value" and "price level" experiments because they hinder communication in all of accounting, not only the corporate financial report.
The price level restatement principle deals with
the measuring standard to be used in accounting.
There are two principal alternatives involved for
the company. The firm can report its position in
terms of money or it may report its position in
MA N A G E ME NT AC CO UNT ING /S EP TE MBE R 1982

Table 3
INCO ME

and

SURP LUS

ACC O U NT

FOR THE TWELVE MONTH PERIOD ENDED AUGUST 31, 1947

.

.

.

.

.

.

.

$

.
.

.

.

.

.

.

$10,033,047.32
31,406.98
934,182.81

.

.

.

.

Gross Sales
Less: Sales returns and allo wances
Freight and exp ress o ut

965,589.79
9,067,457.53

.

.

.

.

.

.
.

.

.

.
.

$
.

.

.

.

.

6,733,745.99
2,333,711.54

.
.
.

.
.
.

.

.

.

.
.
.

.

.
.
.

.

.
.
.

.

.

.
.

.

.

.

Op erating Exp ens es :
Selling expense.
Ad minis trative expense
Wareho us e and s hipp ing expens e
.

.
.

.

.

.

.

.

.

.

.

.

.

.

.

.

,

Cos t of W are So ld
Gro ss Inco me from S ales

.

.

.

.

.

.

$

Net S ales

$446,465.10
349,400.34
120,225.48
916,090.92

Gro ss Inc ome from Op eratio ns

.

.

.

.

.

.

.

.

.

.

.

Financ ial Expens e and inc o me — Net
Pro vision for Inco me T axes . .
.

.
.

.
.

.
.

.
.

.
.

$ 136,560.87
520,000.00

$ 1,417,620.62

656,56o.87
761,059.75

.

.

.

.

.

.

.

.

.

.

.

.

.

.

$

Net Inc ome fo r Perio d

$

Payment to Owners in Divid end s Representing 1.9870 of Net S ales :
Owners o f p referred s toc k ($2.50 per s hare)
59,149.38
Owners of c ommon sto ck ($3.00 per share)
119,844.00

$

178,993.38
Net Inc o me R einves ted in Bus iness Repres enting 6.4 270 o f Net S ales
Surplus at Septemb er 1, 1946

582,066.37

,

.

.

.

.

.

.

.

.

.

.

563,712.23

Net adjus tments to s urplus affecting prio r years ' op eratio ns
.

.

.

55,517.20
1,201,295.80

.

.

.

.

.

.

.

.

.

.

.

.

$

Surp lus at Augus t 31, 1947

CERTIFICATE OF INDEPENDENT PUBLIC ACCOUNTANTS
TO T HE BOARD OF DIRECTORS
BROCKWAY GLASS COMPANY, INC.

we

We have examined the balance sheet of Brockway Glass Company, Inc., Brockway,
Pennsylvania, at August 31, 1947and the statements of income and surplus for the fiscal
year then ended, have reviewed the system of internal control and the accounting procedures of the Company and, without making a detailed audit of the transactions, have
examined or tested accounting records of the Company and other supporting evidence, by
methods and to the extent we deemed appropriate. Our examination was made in ac•
cordance with generally accepted auditing standards applicable in the circumstances and
considered necessary.
included all procedures which
opinion, based upon out examination, the accompanying balance sheet and
In
statements of income and surplus present fairly the position of Brockway Glass Company, Inc., at August 31, 1947 and the results of its operations for the fiscal year then
ended, in conformity with generally accepted accounting principles applied on a basis
consistent with that of the preceding year.
HARRY B. CULLEY AND COMPANY
Erie, Pennty1raeeia
October 15, 1947
our

to have become as important to a corporation's
image as t h e co n t en t o f i t s p ro fi t an d l o s s
statements.
As the number of stockholders has increased
from seven million in 1950 to over 31 million in
1977, and as companies are swallowed up by conglomerates, the financial report as a communication form was made more flashy and noticeable to
attract the public's attention. In the mid - seventies,
as a result, the financial reports of medium -tolarge co rp o rat i o ns ran ge fro m $1 00 , 0 0 0 t o
$500,000 in costs to produce.
Needless to say, another question arises: Is all
this worthwhile? Are corporations guilty of creating beautiful reports which are still confusing and
not really communicating? It seems hard to believe that any of the money invested in these fancy
reports increases profits or more clearly communicates the financial position of the corporation.
Again, in my opinion, this is one area corporations could improve on in the future.
The accounting profession also has been a culprit in the failures of corporate reporting communication. Three points can be made to support this
statement. First, ethical standards of financial reporting have not been adequately defined; therefore, the use of existing standards varies between
accounting firms, giving potential benefits to the
corporation that has a sympathetic firm. Second,
the public accountant is subject to pressures from
a client, because the client selects him and pays
him. A qualified or "no" opinion may be avoided
by changing to another accounting firm. Finally,
there is great reluctance to admit publicly that
members of the "profession" do not always adhere to high ethical standards. This problem is
also compounded when it is realized such a division within the accounting profession exists over
the definitions of accounting principles.
In light of the fact that corporate financial reporting is one of the most publicized forms of accounting, it would seem that the profession would
want to put forward a more impressive statement
than:

units of general purchasing power.
Valuation accounting deals with the relationship that should be emphasized between a firm's
resources and whichever measuring standard is
chosen. Again, in this case, there are two principal
alternatives available. The firm's resources can be
stated at historical cost or at current value. There
are several current value alternatives available including selling price, replacement price, future net
receipts, and so on. Essentially, current value accounting addresses the issue of how accounting
should relate resources to the given measuring
unit. Obviously, these accounting options tend to
decrease comparability and communication.
It is apparent corporate financial communica► ► 42
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Data Sheet
Robert F. Randall, Editor

More Accounting Unity Needed
"I often wonder if there is an accounting profession in Canada," Ronald J. Garlick, newly
elected president of the Society of Management Accountants of Canada (SMAC), stated
at the Society's national conference. He pointed out that the changing nature of the profession and the inability of the three accounting
bodies to resolve their differences is producing an inefficient profession that is both wasting valuable resources in duplication of efforts
and is damaging the public credibility of the
profession, Management accounting in Canada is the fastest growing branch of the profession with two- thirds of all job opportunities in
accounting related to the management accounting function. "All three bodies, and I include my own Society, tend to deal with the
issues from the perspective of their own narrow self- interest," Mr. Garlick explained,
"rather than looking at the accounting profession as a whole or how the profession can
best serve the public at large." He urged the
three bodies to rationalize the accounting
structure. A Registered Industrial Accountant,
Mr. Garlick is national consulting partner with
Deloitte, Haskins & Sells Associated, DH &S's
management consulting practice.

CFOs Dominate Top Management
More than any other functional staff area, finance executives predominate after the CEO in
top management. In a Conference Board survey of a sample 432 companies drawn from industry, banking, insurance, retailing and utilities, 93% include a financial executive in the
top management. In another survey of the 500
largest U.S. manufacturing companies, the
Board found finance executives appearing in
the top ten in 210 of the 256 responding companies. In 36 companies, the corporate finance
function is divided between a treasurer and a
controller, who both were among the highest
earners. The report is titled "W h o is Top
Management."
22

Warns of Standards Overload
The proliferation of complex and detailed accounting standards has caused a rising crescendo of complaints in North America, James
M. Sylph told a Fox Moore International Conference in Denver. Mr. Sylph, a partner in Collins
Barrow -Maheu Noiseux of Canada, a member
of Fox Moore International, said, "A new approach is needed." He continued, "The objective of standards should be to provide general
rules to guide accounting for transactions and
events in accordance with their economic substance. Such standards should be flexible
enough to admit considerably more judgment in
their implementation than is now possible under many current standards."

Middle Market Firms Shift from Banks
An Alexander Grant survey of 300 senior executives of middle- market companies in the Philadelphia area shows that many such companies
have shifted away from commercial banks entirely. "Almost half the respon dents have
turned to non - banking financial institutions for a
portion of their cash management needs. Money market funds in particular were frequently
mentioned, with their higher interest rates cited
as the reason." The company noted, however,
that large -scale erosion of traditional bank services is not apparent but "early warning indicators are evident."

Money Market Funds Boom
Shareholder accounts in money market funds
now number more than 12 million with assets
of more than $200 billion, making mutual funds
the fourth largest type of financial institution, reports The Investment Company Institute, 1775
K St., N,W., Washington, D.C. 20006. It will
provide a list of money market funds at no
charge.

Business /Accounting Briefs
The International Federation of Accountants
(IFAC) has named Washington SyCip of Manila
to serve as president and Russell Palmer of
New York to serve as deputy president for a
two- and -a -half year term beginning in October.
Mr. SyCip is the founder and chairman of the
SGV Group, an international audit and management consulting firm, Mr. Palmer is managing
partner and chief executive officer of Touche
Ross International and managing partner of
10-11- 75
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Banish the DP Backlogasaurus
The most selfish monster in all Computer dom is the "DP Backlogasaurus." whose
enormous bulk clogs the systems department schedule and whose vocabulary is
limited to two phrases: "Are you kidding ?"
and "Maybe next year."
At Data Design, we know you could develop the financial software you need if
you could only get past that monstrous
problem of systems scheduling. That's
why we designed our Accounts Payable,
Purchasing and Fixed Assets Accounting Systems to give you all the options
you would put into the system if you could
do it yourself. And we've developed them

to run on most major computers, including IBM, Hewlett- Packard, Burroughs,
Honeywell and Univac systems.
Finance and accounting managers
at more than 300 U.S. corporations are
already using our flexible software to
get the programs they need up and
running with a minimum of your data
processing time.
Banish the DP Backlogasaurus from
your company by contacting Data Design
Associates today.

.

1250 Oakmead Parkway
DATA DE9GTI
I C
Sunnyvale, CA 94086
TG 7 (408) 730 -0100

Taxes

advances in the area of international tax administration and recognizes that more needs to be
done.

Simplified Tax Laws: AICPA

Information Reporting of
International Income
Mr. Roscoe L. Egger, Jr., Commissioner of Internal Revenue recently testified before the
U.S. House of Representatives' Subcommittee
on Commerce, Consumer, and Monetary Affairs. His testimony focused on two major types
of international transactions:
1. Income paid to U.S. citizens from foreign
sources; and
2. Income from U-S. sources paid abroad.
Mr. Egger pointed out that unlike most taxing
authorities, the U.S. asserts the right to tax the
world -wide income of its citizens. This means
the IRS is involved with both sides of the flow
of funds because information reporting often is
required on amounts paid to U.S. persons by
foreign sources, and withholding is required on
amounts paid abroad by U.S. sources.
There are problems in enforcing information
reporting that are directly related to the complexities of international tax administration. For
example, the tax return filing systems of other
nations vary widely in timing and sophistication
making timely, meaningful exchanges of information difficult to achieve_ In his testimony, Mr.
Egger discussed three major problems in processing foreign information documents: the
lack of a uniform information document, the
lack of a standardized timeframe for the submission of these forms, and the lack of a taxpayer identification number.
In order to improve the information reporting
of international transactions, the IRS has improved its enforcement programs and its efforts
in the treaty area. As part of its recent reorganization, the IRS has redesignated its Office of
International Operations as the Foreign Operations District with responsibility for 15 foreign
posts. The IRS is also moving ahead to solidify
the U.S. relationships with foreign governments; it's actively involved in the Center for Inter- American Tax Administrators and the Pacific Association of Tax Administrators.
Commissioner Egger concluded his testimony by stating that the IRS has made significant
24

Based on a two -year study, the American Institute of Certified Public Accountants (AICPA) issued a report that identifies 88 proposed tax law changes. The study was assembled under
the auspices of the AICPA's Federal Tax Division. The purpose of the book is to suggest
modifications in Federal tax laws so that onerous penalties for inadvertant noncompliance
can be avoided because of hard to follow technical requirements. The areas covered include:
determination of tax liability; computation of
taxable income; corporate distributions and adjustments; pension, profit sharing, stock bonus
plans, etc.; accounting periods and methods;
corporations used to avoid income tax on
shareholders; estates, trusts, beneficiaries, and
decedents; partners and partnerships; tax
based on foreign income; gain or loss on disposition of property; capital gains and losses; readjustment of tax between years and special
limitations; election of certain small business
corporations as to taxable status, cooperatives
and their patrons; tax on self - employment income; estate and gift taxes, employment taxes,
and procedures and administration.

Getting a Call from the IRS
If your 1980 personal tax return hasn't been audited by the IRS up until now, it's not necessarily over. According to the CPA firm of Smith,
Batchelder & Rugg (SB &R), a return is not likely t o b e exam ined aft er 2 6 m on th s h ave
passed. However, the IRS has three years to
question a return — longer if fraud or a substantial understatement of income is involved.
Although the IRS is required to notify you in
writing when a return is to be examined, sometimes an agent will call you prior to sending a
written notice. If you receive such a call, SB &R
offers three points for consideration:
1. Don't get into any discussion with the caller.
You have no way of knowing whether the caller
is in fact an IRS agent.
2. Get the agent's name and phone number,
ask what year or years are in question, and say
that your tax advisor
respond upon receipt
of written notification.
3. Don't volunteer any information over the
phone even if you have been notified by mail of
intent to audit. You may inadvertently divulge
information to which an agent is not entitled, or
which might be misinterpreted.
will

Morris Gartenberg, Editor
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Today wed be crazy
to'Introduce
another microcomputer.

With SuperCalc* SuperSheet; ' the Monroe OC 8820
stands out from the confusing
crowd of microcomputers.
The most advanced electronic
worksheet at your fingertips.
We started out with the best
software available for numerical
analysis and report generation.
Then we made it better.
Monroe's SuperCalc Super Sheet is an electronic worksheet
that can perform a variety of tasks,
from sales forecasts to "what if"
analyses, without the need for repetitive entering and calculating.

Service that's really
"at y our servi ce:'

software.

MONROE GIVES YOU MORE TO WORK WITH.

Feature
Partial Worksheet Retrieval
Individual Column Widths
Help Screens
Data Protection
Wide label Capacity
60K Worksheet Memory
Fast Scrolling
Advanced Video

VisiCake

Monroe
Supefcalc
SuperSheet

No
No
No
No
No
Yes'
Yes
Yes

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

rWol avolabNon most nwhims. VhlCalcois■rglstnadtradamakot YisiCap

And SuperCalc SuperSheet is
part of a complete software library
that's designed to help you work
more effectively.

Better hardware to
run better software.
Designed for today's competitive
business environment, the Monroe
OC 8820 has greater operating potential than most microcomputers.
Our 128KB RAM gives you larger
worksheets, while 640KB of built in disc memory gives you greater
project storage capability.
The OC 8820 is designed for
business people, with its standard
typewriter keyboard and calculator
pad. Just about everything you need
comes in the self- contained unit.

Behind every OC 8820 is a
350 branch service /support
network. Whether you buy one
machine or one hundred,
you're just a phone call away
from a service and support force
trained to strict Monroe standards.
Find out how Monroe's harder working business computer system
can work for you. Call or send in
the coupon today.
'SuperCalc and SuperSheet are trademarks of Sorclm Corp.

CALL TOLL -FREE

800
-526 -7843 EXT. 444
(IN NEW JERSEY CALL: 800- 522 -4503 EXT. 444)
ORCALLYOUR LOCALMONROE BRANCH OFFICE.

I

The Arrberican Roed Busiress

I

Morrie Plnk% New Jen ep 0 79 S O
Please send me more information on your computer
Please have Monroe representative call me

NAME
TITLE
COMPANY
ADDRESS
CITY

STATE

ZIP

PHONE

L

-

-

-

-

-

-

12A9182J

MONROE SYSTEMS FOR BUSINESS

NAA Profiles SEC's Shad
This dedicated, tough- minded chairman champions
regulatory reform and protection for investors.

By Robert L. Shultis and Kathy Williams
John S. R. Shad, chairman of the Securities & Exchange Commission, cares what happens to the
"little guy ", whether the little guy is an investor, a
taxpayer or both. In his role as SEC chairman, he
is working toward major regulatory reform which
would offer the individual investor greater protection in the securities market at a lower cost to the
taxpayer and to the issuer of securities as well. Ultimately his program also could benefit the management accountant who provides the financial
data companies file with the SEC.
In a recent interview with NAA Executive Director Robert L. Shultis, Mr. Shad discussed pertinent accounting issues and their relationship to
the workings of the SEC, outl ined important
trends in regulations affecting management accountants, and described his function as SEC
chairman. Among the wide- ranging topics discussed were the Foreign Corrupt Practices Act,
FAS No. 33 and the effects of inflation on the
ability of companies to maintain their productive
capacity and on the process of capital formation,
and the importance of the management accountant in establishing and maintaining credibility of
financial information. Others included financial
disclosure; the relationship between the Financial
Accounting Standards Board and the new Government Accounting Standards Board; and securi26

ties market reform trends such as proposed repeal
of the Public Utility Holding Company Act, shelf
registration rules, Regulation D, and the "integration package" which telescopes the reporting and
registration requirements of companies and affords them greater flexibility in structuring and
timing financings.
Flexibility and simplification are just two objectives Mr. Shad is striving for. In the little more
than a year since he assumed the chairmanship,
Mr. Shad has cut through years of jurisdictional
turf battles and miles of red tape to engender a
spirit of cooperation between previously combative rival organizations and get them moving toward a common goal — eliminating duplication
and overlapping activities to expedite efficiency
and simplification of the rules for individual and
institutional investors.
The SEC's mandate is "to protect investors and
maintain fair and orderly markets," Mr. Shad emphasizes. "Our primary constituency is the investing public, and we must be responsive to their
needs and interests."
"We have the best markets the world has ever
known. We are always trying to improve them,
but they are the broadest, the most active, efficient
and the fairest in the world. There is hardly anything you can buy with lower distribution or execution costs than securities. A loaf of bread, an
automobile or an insurance policy involves much
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

higher distribution costs than securities because
the securities markets are highly automated, very
efficient, and enjoy the public's confidence. Billions of dollars of securities change hands daily
over the telephone. The confirmations arrive three
days later."
That's one of the reasons Mr. Shad is fighting
so hard for regulatory reform. He sees excessive,
overlapping and duplicative regulatory activities
as hindering, rather than helping, investors and
capital formation. His more than 30 years on Wall
Street have given him the insights necessary to be
able to understand these areas and the ramifications of the various laws and agency operations.

Mr. Shad urges
a 'major
overhaul' of
the regulatory
structures of
the financial
services

A Major Overhaul Is Necessary
And what would be the best way to gain this
reform? Mr. Shad advocates "a major overhaul of
the regulatory structures of the financial service
industries —the securities, commercial banking,
savings and loan and insurance industries. The
laws that govern these industries are the product
of the Depression —half a century ago. They were
responsive to a different era and different problems from those the nation confronts today."
"Basically we have regulation by industry categories. One group of federal and state agencies
regulates the securities industry; other groups regulate the banks, the S&Ls and the insurance companies. However, as a result of changing economic
conditions, new financial products and services
and major mergers and acquisitions have bridged
the traditional gaps between these industries. A
prime example is the money market funds, a securities industry product, which have grown to over
$210 billion within less than a decade. Some say
that Merrill Lynch today is one of the nation's
biggest 'banks' because of its cash management
accounts."
In addition, Mr. Shad notes, some of the nation's largest securities firms have been merged
into larger corporations that are already major
purveyors of financial services. "During the past
year, American Express, Sears and the Prudential
have acquired Shearson, Dean Witter and Bache,
three of the five largest fully integrated investment
banking and brokerage firms, and securities firms
have acquired insurance, finance, trust, mortgage
banking and other financial service companies."
"Regulatory conflicts and overlaps have also
multiplied. Today, jurisdiction over aspects of just
the securities markets is exercised by over 100
state and federal agencies."
"In some areas, jurisdictional disputes between
regulatory agencies have prevented new financial
products and services from being offered to the
public. In other areas, competitive advantages are
determined by regulatory classifications, rather
than the merits of products."
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

"In the final analysis, investors, depositors and
policyholders bear the costs and suffer the consequences of our outmoded, burdensome regulatory
structures. Now is the time to simplify and rationalize the system." His fellow Commissioners
have unanimously supported his proposal that a
one -year bipartisan task force be formed to make
recommendations to Congress, including "regulation by functional activities, rather than outmoded
industry labels; consolidation of related and overlapping agencies; and elimination of excessive and
co nfli cti ng regu lati o ns wit h in and between
agencies."
The Management Accountant's Role Is Vital
The conversation then turned to accounting
matters. When asked about the role of management accountants, Mr. Shad characterized their
function as "fundamental, very important and absolutely essential." The management accountant
is in the center of the financial reporting process,
in Mr. Shad's view. He has the primary responsibility for designing the accounting systems and
the related internal financial controls which accumulate and substantiate the company's financial
results. He implements generally accepted accounting principles and influences their development. In short, he is the primary source of the
data upon which public accountants, management
and investors rely.
The Chairman also was impressed with the
NAA /IMA's Cert ificate in Management Accounting program, comparing it to the Certified
Financial Analyst program offered by the Financial An alysts Federati on. He no ted, "Th es e
27

The
management
accountant is
the center of
the financial
rePorting
process in Mr.
Shad's view

groups offer members something to aspire to.
They set professional standards and accord recognition to those who have achieved high standards
of proficiency."
Mr. Shad then offered some perceptive comments on the proposed amendments to the Foreign Corrupt Practices Act (FCPA), inflation accou nti ng, FASB /GASB, th e n ew F i nan ci al
Reporting Releases (FRRs) and the quality of annual reports, particularly Management's Discussion and Analysis.

the annual report. "The majority of registrants are
doing a good job. However, some discuss their
risks and prospects with greater candor than others." Full disclosure is a matter of continuing concern to the SEC. Mr. Shad reiterated, "I would
emphasize the importance of meaningful disclosure with respect to operations, liquidity and capital resources. Accurate information is obviously
essential for investors and the effective functioning of the market."
Some of the SEC's regulations may be eased,
but not its vigilant investigation and prosecution
of deceptive or fraudulent accounting practices.
The Chairman cited a recent speech by John Fed ders, director of the Enforcement Division, in
which Mr. Fedders affirmed the SEC requirement
to disclose and discuss the causes of poor financial
results and related liquidity problems. He pointed
out that the Commission will be looking for any
"deceptive and fraudulent accounting practices"
intended to hide the financial problems of companies. Even where no outright deception is involved, the Commission is troubled by attempts
toward "minimal" compliance with the rules —
compliance with the letter instead of the spirit.
Reporting Cash Flow Should Be Emphasized

As long as the FCPA is the law of the land, the
SEC, according to the Chairman, "will enforce
it." Nevertheless, in response to the "widespread
concern over the difficulties and expenses of compliance with a number of the provisions, in testimony before the Senate Banking Committee the
Commis sion p roposed chan ges last year that
would alleviate ambiguities, facilitate good -faith
compliance with the accounting and internal controls requirements, and remove the Commission
from enforcement of the foreign anti -bribery provisions." The Senate has since passed a bill that is
consistent with the Commission's proposals. A
similar bill is now pending in the House. The
NAA, through its Management Accounting Practices Committee, also has supported the proposed
amendments.
Most Companies Comply
Most companies received good marks from Mr.
Shad when he discussed their compliance with the
SEC's reporting requirements, particularly the
Management's Discussion and Analysis section of
P8

Mr. Shad then cited ASR 299, which re- emphasized the importance of meaningful discussion of
liquidity and provided examples of effective disclosures by registrants, including cash flow information. The SEC fully supports the recent trend
within the FASB toward cash flow and liquidity
reporting.
Speaki ng of th e F ASB , M r. Shad says the
Board is hardworking and highly respected. It is
dealing with some very complex issues. The Commission "would of course like early resolution of
major items on the Board's technical agenda."
However, it recognizes that the complexity of the
issues and the Board's due process procedures require time. The Commission is looking forward to
the Board's pronouncements on consolidations,
income taxes and pensions. Mr. Shad characterized these projects as "important, timely and complex." Concerning employers accounting for pensions, he said "it is another complicated problem,
of concern to a number of interest groups. The
Board must find a solution which is compatible
with its developing conceptual framework."
GASB Progress Is Under Study
Asked about efforts to improve government accounting, he said, "the SEC has no direct responsibility regarding financial accounting and reporti n g b y s t at e or local go vern men t s . Th es e
responsibilities are lodged in the individual state
and political subdivisions. The SEC's interest is
restricted to the fraud provisions of the securities
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

laws." Mr. Shad noted, "A separate private -sector, standard- setting body could have a salutary
effect on the financial accounting and reporting
practices of state and local governments." Nevertheless, concerns remain as to how effective the
new Board would be.
In Mr. Shad's view, "There is no general requirement for audits by independent accountants
and, therefore, no effective way in which a standard- setting body could force the implementation
of published standards for all governmental units.
The success of a standard - setting body will be
largely a function of two factors: first, the willingness of state and local governments to accept the
standards and, second, the importance ascribed to
such acceptance by investment bankers and the
bond rating services."
The problem which the NAA forsaw in its original testimony before GASBOC —two boards possibly issuing two standards to cover identical situations —also concerns Mr. Shad. "It i s as yet
unclear," he observed, "whether a separate standard- setting body, organized along the lines of the

new Financial Reporting Releases (FRRs) which
repl ace th e ol d Acco u nt in g Seri es R el eases
(ASRs). The first one (FRR -1) codifies those portions of the ASRs that are still relevant. As Mr.
Shad noted, "It is part of the Commission's ongoing effort to withdraw outdated requirements and
simplify the balance. Because of its topical organization, the codification will facilitate use of the
material by accountants, issuers and others." (Interested NAA members might want to order a
copy from the Government Printing Office for
their business or personal libraries.)
In discussing the impact of inflation on financial reporting, as originally required under ASR
190 and then FAS 33, Mr. Shad called on investors and management to be alert to the problem.
"My concern is that managements, investors, legislators and others be aware of the dramatic effects inflation can have on the ability of enterprises to maintain their productive capacity and
on the process of capital formation." Although
when the SEC first announced ASR 190 there
were screams of anguish from its constituents, Mr.

FASB, can function effectively as an authoritative
body in the governmental financial accounting
and reporting areas. It creates the possibility of
differing standards for like situations. That is to
say, there is no assurance that the GASB and the
FASB will reach the same accounting and reporting conclusion on identical problems —where the
only distinguishing feature is that one institution
is a private- sector entity and the other is a government unit. However, a lot of hard work and serious thinking has gone into the process. It seems
worthwhile to give it a chance."

Shad says, "In view of the impact of inflation on
corporations, more information was needed. The
information required by FAS 33 is one of the few
sources of information for investors, Congress and
others to address the adequacy of depreciation allowances and other inflation - related issues."

Mr. Shad Clarifies FRRs
Of particular interest to those NAA members
involved with SEC - registered companies are the
MANAGEMENT ACCOUNTING /SEPTEMBER 1982
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SEC Makes Progress Toward Regulatory Reform
Mr. Shad reiterated that the SEC and its regulations have teeth and that the Commission will
continue to meet its responsibilities under the law.
This clearly delineates one of the basic tenets of
Mr. Shad's philosophy: minimizing the burdens of
regulations but not compromising investor protection. He cited several examples of reforms, i.e.,
"improving rules for the benefit of investors. The
29
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most dramatic change that has occurred in securities regulations since the agency was created was
the so- called `integration package', approved earlier this year. Integrating the registration requirements of the '33 Act and the reporting requirements of the '34 Act telescopes corporations' time
and expenses and affords them greater flexibility
in structuring and timing their financings without
compromising public disclosures."
Under the chairmanship of Mr. Shad, the initiative to reform or repeal legislation which the SEC
administers has come from the Commission itself—a rarity in Washington. Late last year the
Commission proposed repeal of the Public Utility
Holding Company Act. He says, "the primary
purpose of the Act —the dismantlement of the
multi - tiered electric and gas holding companies —
was accomplished 20 years ago." The Chairman
pointed out that only 12 major holding companies
systems are still subject to the Act, but some 90
others are inhibited from geographical expansion,
mergers, acquisitions, co- generation projects and
certain financings for fear of becoming subject to
the Act.
Another of Mr. Shad's objectives is to eliminate
or at least minimize "jurisdictional turf battles"
between regulatory agencies. Within months after
taking office, Philip Johnson, chairman of the
Commodity Futures Trading Commission, and
John Shad worked out an accord, which resolved
a seven -year jurisdictional dispute between these
two agencies. The dispute had prevented them
from authorizing a variety of new products and
services. Both commissions unanimously approved the accord. Legislative ratification is presently pending.
SEC Controls Its Costs
Government agencies are not known for their
budgetary controls. However, the SEC's personnel
has been reduced in the face of a multi -fold increase in the volume of trading, tender and exchange offers, investment company assets and
other areas under the Commission's jurisdiction.
Mr. Shad says, "based on the President's budget,
we will receive a 1.7% dollar increase next year,
but inflationary cost increases will necessitate a
6% personnel reduction."
He says, "The present Commission is a jewel of
an agency, with a small staff of less than 2,000
which includes highly qualified and dedicated
professionals."
Finance Came Naturally
John Shad came to the Commission well qualified to take on the responsibilities as Chairman.
He has spent the last 30 years in the securities industry, first with Shearson, Hammill & Company
as a securities analyst, then a partner. While there,
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he started that firm's investment banking activities and obtained a law degree in the evening at
New York University Law School. In 1963, he
joined the E. F. Hutton Group and initiated their
investment banking activities as well. When he left
Hutton for the Commission, he was vice chairman
of the board and a director of six other New York
Stock Exchange listed corporations.
He received his B.S. degree with honors from
the University of Southern California in 1947. As
an undergraduate, he started an investment club
for students interested in the securities markets.
They held meetings with local investment bankers
and securities lawyers. He received an MBA degree from the Harvard Business School in 1949,
where he started a finance club similar to the club
at USC. Thus, the s tep from Harvard t o Wall
Street was a short one — unlike the step from his
place of birth to Washington, D.C.
He was born in Brigham City, Utah, and grew
up in southern California. As a high school student he became interested in the stock market and
maintained a "mock" portfolio. After high school
there was no do ubt what his major would be.
Looking back, the progression from college to
graduate school to law school and the securities
market was a natural one.
Now Mr. Shad is getting his best chance to put
his years of experience to the test. A workaholic,
he puts in 50 hours a week at the office, plus an
additional 30 hours of nonofCice reading of cases,
testimony, staff memoranda, correspondence and
background materials. He attends business dinners or official functions two to four nights a
week at which he is often the speaker. He receives
ten to 20 invitations a week to speak or attend
various events and about 200 letters, most of
which are automatically routed to senior staff
members for the preparation of responses. He often responds directly or adds personal notes to
such responses.
In addit ion to presidi ng at meetings of the
Commission, he attends to the "business" of the
Commission, such as budgets, personnel and other
administrative matters. He also testifies before
Congressional committees, gives speeches and attends inter - agency and other official functions.
Testifying Is a `Favorite' Activity
Mr. Shad enjoys testifying. He's usually on
Capitol Hill one to three times a month (although
he already had been there three rimes the week of
our interview). Most of his recent testimony has
concerned proposed legislation which he has initiated, such as the SEC -CFTC accord, repeal of the
Public Utility Holding Company Act and the establishment of a bipartisan task force to help overhaul the regulatory structure of the financial service industries.
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

L. -r., Editor Williams, Mr. Shad, Executive Director Shulbs, and Chief Accountant A. Clarence Sampson.

The preparation is "like cramming for a bar
exam. There is no limit to the range of questions
and subjects that can be raised. One of my sobering early experiences was before a House Committee. I had been requested to discuss the prospects
and problems of the securities industry over the
next decade. I was well prepared, but the Committee decided instead to raise issues concerning a
Presidential directive that had nothing to do with
the subject for which the hearing had been scheduled. However, testifying is like most activities.
The more you do it, the more relaxed you are."
In talking to Mr. Shad, his initial gruff, somewhat blunt, exterior quickly fades as he warms to
the subject at hand and to the individuals involved. His sincerity, dedication and zest become
readily apparent in only a few minutes' conversation. Add to that an active sense of humor —much
needed in Washington —and a superb grasp of the
technical complexities of his job, and investors,
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business people and accountants will see a Chairman who is responsive to their needs and who encourages their input.
Even more important, however, is Mr. Shad's
philosophy toward his role. In no sense will he
ever abrogate his responsibilities to safeguard the
investing public. He is also committed to reducing
the burdens on them, on registrants and on taxpayers. While describing his testimony on the proposed repeal of the Public Utility Holding Comp an y Act , h e ex p l ai n ed h i s p h i l o s o p h y o f
regulatory reform: "It is easy to identify the needs
for certain controls, but not the direct and indirect
costs or the long -term consequences. If we can
make regulations more efficient without compromising the fundamentals —which we won't compromise—we can benefit investors greatly. After
all, in the final analysis, they bear the costs and
suffer the consequences of excessive and burdensome regulations."

Mr. Shad is
striving for
flexibility,
simplicity and
reduction of
'turf' battles.

31

NAA
Research
Managing Corporate Energy Needs: The Role of Management
Accounting—a Summary of the Study

By Harold E. Wyman
and J. Edward Ketz
This month NAA is publishing a research study titled Managing Corporate Energy Needs: The Role of Management Accounting by Harold E.
Wyman, professor of accounting, University of Connecticut, and J. Edward
Ketz, assistant professor of accounting, Penn State University. To obtain
a copy of this publication, please see
the advertisement on page 75. Below
is a summary of this new research
study.

The research in our study focuses on
three questions: Do energy needs
warrant particular attention by corporate management? Is there a role for
management accounting in the energy management process? If so, what
should that role include?
In March 1980, the National Association of Accountants issued a research prospectus calling for projects
directed to a "thorough analysis of
the impact of the energy problem on
management accounting information
related to monitoring and reducing
energy consumption as well as budgeting for alt ernat ive energy
sources." The study presented here
addresses these issues in the context
of managing an energy program.
The firs t qu est ion, "Do energy
needs warrant particular attention by
co r p o r at e man agemen t ? ", is an swered "yes" based on an analysis of
the past, present, and future energy
situation. The affirmative answer to
the question, "Is there a role for man32
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agement accounting in the energy
management process ? ", is based on
an an al ysi s o f t he en ergy man agement process as it is presented by
persons who have written on the subject and as it really exists, according
to responses from a mail survey sent
to chief executive officers of 1,000
companies chosen from a sample
stratified according to five major industrial classifications.
The energy management process
of strategic planning, capital expenditures, energy audits, and management control — planning, organizing
an d meas u ri ng — i s an al yzed an d
used to establish questions that were
included in the mail survey which established how extensively various
management p ract ices are us ed i n a
representative group of companies.
Defined Two Ways
The role of management accounting in the energy management process was defined in two ways: analytically, by look in g at the energy
management process and practically,
by identifying areas where management accounting should take a more
active role based on responses to the
mail survey.
Specific energy management programs for 12 comp anies are summarized as case studies. These cases,
based on field visits, help verify the
results of the mail survey and expand
the survey of energy management
programs beyond the questionnaire.
We fo u nd th at man ag emen t a ccountants need to take a more active
role in the energy management process at their companies. Some company managements view energy as a

technical problem rather than as a
management problem, however, so
they leave energy management to the
technicians and engineers. The facts
and figures that are used to show energy trends, recommend cost and energy savings, adjust future cash flows
and the like, however, would be better
left to the management acco untants
who massage such data daily. Some
statistics from our analysis of firms responding to the mail survey regarding
the role of management accounting in
the energy management process —
particularly as it relates to capital expenditures, energy audits and measuring energy costs — support our bel i ef t h at man agemen t a cco u n t an t s
should be more active in this area.
For example:
48.2% identify the quantity of additional energy or energy savings connected with projects,
56.1% adjust future cash flows connected with capital expenditure projects for anticipated
increases in energy costs,
42.5% conduct energy audits,
48.4% have energy consumption reporting for management,
37.2% prepare energy usage trend
reports,
57.1% have guidelines for measuring
current energy consumption,
and
34.5% sep arat e t h e rat e vari an ces
from the usage variances in
an a l yz i n g
p e r f o r ma n c e
against standard or budget.
If a company already has an energy
program it can use this study to find
new ideas. If a company has done
nothing in the area of energy management but wants to start, the study
recommends what to do.
This NAA research study consists
of five chapters. An analysis of the
past, present, and future energy situation is presented in chapter 1. A description of the energy management
process and how it shaped the questionnaire design is given in chapter 2.
Results of the mail survey are presented in chapter 3, Case studies of
en erg y ma n age men t p ro grams are
given in chapter 4, and chapter 5 presents the conclusion.
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"Now may be the right time to show your
client how his non - working capital can go
back to work:"
well

Now that you know where all of your client's capital sits, it may be a good time to borrow against it.
If his capital is tied up in accounts receivable or inventory, we'll let them stand as collateral.
accept fixed assets such as equipment or real estate as supplementary collateral. Well even
Or
work with your client to put together the right combination.
We re BA Commercial Corporation. A BankAmerica Financial Service Company. And we specialize
in making business loans that are designed specifically to meet your client's business needs.
You'll find no requirements for compensating balances. No cleanup time. And a fast, fast turn - around
time, because you cant afford to wait.
So if your client needs to take advantage of an immediate opportunity, suggest some working capital
he can put right to work. Ours.
If you'd like to discuss your company's financial requirements, call or write us at one of the
addresses below.
You'll find capital you can work with. And financing you can live with.
Northeast: Mr. James E. Perrotta, Regional Sales Manager, BA Commercial Corporation,
Spite 101, 1621 Cedar Crest Boulevard, Allentown, Pennsylvania 18104. Phone 215 -437 -8174.
Midwest: Mr. John W. Kenning, Jr., Regional Sales Manager, BA Commercial Corporation,
Suite 110, 2905 Butterfield Road, Oak Brook, Illinois 60521. Phone 312 -655 -9108.
Southwest: Mr. Frank T Farrell, Regional Sales Manager, BA Commercial Corporation,
Suite 1320, 1111 West Mockingbird Lane, Dallas, Texas 75247. Phone 214- 630 -9834.
Southeast: Mr. John B. Wasik, Regional Sales Manager, BA Commercial Corporation,
Suite 1650, 230 Peachtree Street, N.W., PO. Box 56567, Atlanta, Georgia 30343.
Phone 404 - 656 -1070.

BA Commercial
Corporation
ABANKAMERICA
FINANCIALSERVICECOMPANY
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Small
Business
Kathy Williams, Editor

Five `Musts' for Survival
Small business owners and managers must be
more resourceful, versatile and knowledgeable
about their businesses than their counterparts
in large corporations, according to two small
business counselors. William H. Franklin, Jr.,
associate professor of management at Georgia
State University, and Stephen G. Franklin, Sr.,
assistant professor of business administration
at Emory University, have counseled more than
250 business owners and have developed five
major areas of planning strategy for smaller
businesses to follow. They reported their findings in a recent issue of Business, published by
the College of Business Administration at Georgia State University.
1. A company must achieve market uniqueness. A small business must decide what niche
it is going to fill in the marketplace and be able
to solve specific customer problems. It must be
a specialist, not a generalist. No longer can it
hope to serve everyone's needs.
2. A smaller business must develop and prepare market - centered strategies. It must determine the exact market or markets it wants to
serve and work toward this ultimate goal. It
cannot operate on a short -term, for- the -timebeing plan.
3. A company must set specific goals and
design relevant plans. These plans should precede any action, whether day -to -day or year -toyear, and they must be related to individuals or
groups within the company, not just the overall
company.
4. A company must manage its daily operations effectively. It must use standardized procedures, routine reports and tight centralized
controls to be able to function as a unified
whole rather than a group of parts. Details must
be followed meticulously.
5. A company must develop effective controls and management information systems.
Managers must use operating information prop34

erly to make timely short -term planning adjustments, redefine goals as necessary and maintain productivity. A company needs to make its
employees accountable for their performance.

Growth Capital Conference
The National Association of Small Business Investment Companies (NASBIC) is sponsoring
its annual Growth Capital Conference November 8 -10, 1982, in Bermuda at the Southampton Princess Hotel. Held in conjunction with the
annual investment company membership
meeting, the Conference provides an opportunity for firms seeking growth capital to present
their financing plans to SBIC /venture investors.
Participation is through an application process,
and there is a $750 fee to "presenting" companies. For information, contact Robert B, Leisy,
P.O. Box 4405, Whittier, Calif. 90607, (213)
698 -4862.

BEAM Your Business Information
The National Small Business Association
(NSB) has implemented a service to help its
members enter the market to sell goods and
services to the federal government. This Bidder
Early Alert Message (BEAM) system matches
member information with government requests
for bids to help smaller businesses obtain contracts, When a small business joins BEAM, it
tells the message center what goods and services it offers, what geographic areas it can
serve, what volume demands it can meet, and
other similar information. Each day the government publishes a list of what it wants to buy
from the private sector in the Commerce Business Daily, and the BEAM group matches this
information with its members' information and
passes it on to member companies. So far, the
results have been excellent. For information
about BEAM, contact the National Small Business Association, 1604 K Street, N.W., Washington, D.C. 20006.

Plan Your Advertising Strategy
Smaller businesses need to form an effective
marketing and advertising strategy based on
planning rather than guesswork. The Small
Business Ad Planner, which consists of a notebook and six cassettes describing how a small
business should advertise its products and services, can help a business do just that. The
suggestions use the "common sense" approach and are easy to follow. The set is available from Advertising Planners, Inc., 3105 Wallace Ave., Aptos, Calif. 95003.
U
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Operating a manufacturing plant is no
small task. You need a constant flow of timely
information. Not in bits and bytes. But in nuts
and bolts.
MAXCIM gives you precisely that.
On -line. In real time.
It's the ultimate planning tool... a comprehensive management information system,
designed specifically to maximize productivity.
And minimize your operating costs. By integrating a series of manufacturing and financial
software modules through one common data
base on a *DEC PDP -11 or VAX minicomputer, MAXCIM gives you constant updates
on what's happening, as it's happening, anywhere in the plant... from the production line
to the bottom line.
Utilizing MRP II concepts, MAXCIM
provides immediate inquiry capability to manufacturing, marketing, finance and engineering,
giving you total resource control. Before it
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monitor inventory levels. Check your work
order status. Manage your entire manufacturing process ... while it's still in process.
And MAXCIM's integrated design contributes to its extensive audit trail capability.
MAXCIM is human- engineered, too. So you
don't have to be a data processor to process
the data you need. There's even a graphics
module available that puts the most complex
data into easy -to- interpret bar and line graphs.
Call us today. Or write for our brochure.
You'll be surprised how quickly NCA can start
giving you bottom line answers to your production line problems.
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NCA CORPORATION
Manufacturing/ M19
388 Oakmead Parkway
Sunnyvale, CA 94086
(408) 245-7990

MAXC'TM vnrn ran

Baltimore - Boston - Chicago - Dallas - Houston • Los Angeles • Portland - Sunnyvale - Sydney, Australia
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You're frustrated, but you're still doing it. Paying high - salaried
programmers to serve the accounting department. Because it's company
policy to originate financial software in- house. Or your antiquated systems
need constant updating.
In virtually any industry you can name, the best -run companies
have found a way out of this predicament. McCormack & Dodge. Our
systems and our people serve over 1,500 companies in 21 countries,
including more than 150 of theFortune500. We've been selected for
accounts payable, capital project analysis, fixed assets, general ledger,
personnel /payroll and purchase management. For on -line systems with
unparalleled flexibility and user - friendliness. For efficient systems that
cost as little as 1 /10 of what programs written in -house cost. For such
complete field and training support that in -house programmers can be
re- assigned out of accounting to other areas.
When top business people sit down and talk to McCormack &
Dodge, they usually do more than just talk. They become customers.
We'd like to show you why.

McCormack & Dodge
(800) 343 -0325 *

' Telex: 710- 325 -0329

The best financial software:I'he best financial people.
W 40

McCormack & Dodge, Inc., 560 Hillside Avenue, Needham Heights, MA 02194, North American offices in Atlanta, Chicago, Dallas, Huntsville,
Los Angeles, New York, San Francisco, Washington D.C., Montreal, Toronto and Vancouver. International support in Argentina, Australia, Belgium, Brazil,
Colombia, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Malaysia, Mexico, New Zealand, Netherlands, Norway, Peru, Portugal,
Singapore, South Africa, Spain, Switzerland, Sweden, United Kingdom and Venezuela.

Management Accounting
Is Research
Focu sing on the mana gement accou nting discipline a s a process of resea rch
may provide us with new and valuable insights.

Peter A. Silhan is
assistant professor of
accountancy at the
University of Illinois.
He has a DBA degree
from the University of
Tennessee. Dr. Silhan
is a member of the
Sangamon Valley
Chapter, through which
this article was
submitted.
Certificate of Merit,
1981 -82.
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It is interesting to find academics and practitioners at odds over the proper role of research in
management accounting, especially when both
groups routinely engage in various types of research. As a decision science, management accounting is distinguished from other areas of accounting by its emphasis on financial information
for management decisions.
When asked to describe what the management
accou ntant actually d oes, on e is s omet imes
pressed for an answer. While the management accountant could be described very simply as one
who accounts, this description would fail to highlight the diverse activities of accounting and the
fact that management accounting is a process by
which accountants perform research for managers. Similarly, if asked what the researcher does,
one would also be pressed for an answer. Perhaps,
paralleling our accounting reply, we might answer
rather simply that the researcher is one who researches. Again, this answer would not reflect the
diversity inherent in such activities because research involves a variety of approaches for a variety of situations.
To view management accounting as research
may provide new insights. Instead of focusing on
decisions and decision models, which represent
applications of financial information, we could fo00 25 - 16 90 /82 /6 40 3- 0 5 95 /$ 01 .0 0/0

cus on the process itself. This could help unify the
diverse activities of management accounting under a single framework. It would avoid some of
the problems of frameworks that are applications oriented and would parallel the process - oriented
view of management that appears in the management literature.'
Defining Terms
In essence, research is problem solving. While
academics usually engage in pure research, practitioners usually engage in applied research. The
process, however, is basically the same for both
groups -only the objectives differ. Pure research
may be defined as those activities which generate
knowledge for its own sake. In general, academics
conduct pure research which tends to be more abstract and less problem oriented than applied research, but such research often evolves from observing various aspects of the environment. Since
practical problems sometimes generate interest in
finding better solutions to general problems, pure
research do es n o t al ways precede appl ied
research.
Applied research may be defined as those activities which generate knowledge for solving specific
problems. While pure research tends to answer
questions, applied research tends to solve problems. Since applied research in one context could
very well be pure research in another, the intenCopyright
r
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tions of the researcher must be considered in distinguishing between pure and applied research.
This distinction, however, is often difficult to
make because pure research and applied research
represent ranges on a scale.'
The Research Process
Regardless of context, the research process itself remains basically the same. It begins by determining and defining the problem. Here the researcher relies on past experiences and previous
observations to isolate problems needing attention. This involves analyzing the environment
with some objective in mind.
Each problem is formulated in terms of finding
a course of action that yields an outcome perceived as most favorable in light of the research
objectives. In formulating the problem, however,
complications can occur. Conflicting objectives
could affect the same problem, or the number of
action- outcome combinations may be large. Also
the decision might be made by a diverse group of
individuals, or be implemented by others, or affect
others who, in turn, affect the efficiency of the decision. Such complications would make defining a
problem very difficult. Furthermore, they could
influence the overall research effort, since problem definition in many cases is crucial to effective
research. Even so, this step is often underestimated and given too little attention.
After the problem has been formulated, alterna-
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tive hypotheses are identified and quantified. Each
problem is then modeled so that alternatives can
be evaluated. These alternatives are compared
within a framework incorporating the decision
criteria of the researcher.
The researcher th en selects the altern ative
deemed best. After making this choice, the researcher applies and tests the derived solution. If
the results are satisfactory, given the predicted results, the tested alternative is retained. If not, the
process continues by reformulating the problem
and devising new alternatives. In effect, then, research is an iterative process that continues to formulate, test, and evaluate competing hypotheses
which represent alternative courses of action.
Scientific Management
Scientific management is an approach to managing that views problems and solutions in terms
of quantifiable inputs and outputs. The purpose of
this approach is to structure decisions in a way
that promotes consistent and effective goal attainment. Since management accounting provides
quantitative information for management decisions, it is linked to this management approach.
The process of gathering and presenting accounting information is derived from many of the decision- making activities of the firm. This process is
depicted in Figure 1.
The first step is to analyze the environment. At
this point, existing knowledge is used to establish
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corp orate o b jectives. Settin g go als, however, invo lves m ore th an fact find in g; considerable judgmen t is req u ired . Man agers m u st decide, in general te r m s , wh e r e t h e o r g a n iz a t io n sh o u ld be
head in g. In th e p rocess, th ey sh ould ask what the
q u estio n s sh o u ld b e .' Th is q u es tionin g is c rucial
to the success of any organization because managem en t p erspectives an d o b jectives are reflected
in th e way th at p ro b lem s are p erceived.
Af te r o b je ct iv es ar e id en tified, decisions to
gath er d ata can b e mad e. Altho ugh objectives are
so m etim es very difficult to state, they must be
40

Determine
results

iden tified in s om e m an ner bef ore m anage rs can
proceed to m ake appropriate decisions.
Next, the prob lem is de fine d in term s of m ore
specific objectives. Using know led ge gen era ted
from the environm ent, the decision m aker identifies potential problem areas. These are investigated further until specific problem s have been defined in te rm s o f inp u ts an d outputs. Decision
inputs are th e va riab le s af fe ct in g th e outcom e.
Within this fram ework, b oth financial and nonfinancial aspe cts of th e p rob lem are disc ussed so
that da ta c an be c ollect ed a nd analyze d with reMANAGEMENT ACCOUNTING /SEPTEMBER 1982

spect to the defined problem.
After the problem has been formulated, a decision model is developed to assist the manager. Decision models are representations of systems that
can be used to evaluate alternatives. They represent various states, objects, and events that are related to the objectives of the decision maker. Different aspects of reality are reflected in such
models. They help explain the past, predict the future, and control the present.
Since decision models vary in complexity and
detail, it is important to strike a balance between
realism and manageability. Simplicity and parsimony are important design considerations. Models having too many variables can become unmanageable. Moreover, the solutions derived from
such models become very difficult to implement.
Therefore, the model building process should be
carefully planned to avoid unnecessary complications and all participants in the decision process
should be involved. In this way, the goals of the
organization can be reflected properly in the criteria used to evaluate alternative actions.
The decision maker should be aware of the limitations of each decision model so that decision
quality can be improved. Since models reflect
somewhat idealized conditions, divergences from
such conditions should be noted. To accomplish
this objective, sensitivity analysis might be used to
assess the effects of varied conditions on alternative solutions. Models that are robust with respect
to such variations could be considered the most
reliable. In cases where the model is overly sensitive to estimates of functions, parameters, and
constraints, the decision maker might want to rely
more heavily on alternative sources of information. In such cases, the qualitative aspects of the
decision should be stressed.
Once the model has been specified, data can be
gathered to derive the solution to the problem.
The decision maker then chooses an action offering the most desirable outcome. Next, the decision
maker implements the decision and observes the
events associated with it. Feedback may be used
to reanalyze the environment, redefine the problem, and reapply a decision model if necessary.
Similar to the research process, the management
process involves adjustments as events take place
and the environment changes.
Management Accounting
Management accounting, which provides information for decision making, is linked to the management process. But as a problem- solving process, it has a cycle of its own. Accountants select
and evaluate accounting alternatives in much the
same way that managers select and evaluate other
alternatives. Figure 1 shows that these processes
parallel the research process in general.
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

The relationship between scientific management, which represents a structured approach to
decision making, and management accounting is
one of interdependence. Managers cannot formulate complex problems without having baseline financial data. These data are provided by the acco u n t i n g s u b s y s t em. On t h e o t h e r h an d ,
management accountants cannot provide baseline
data without a thorough understanding of the decision environment. Accounting decisions require
i n p u t s f ro m t h e o t h e r s u b s y s t ems o f t h e
organization.
The first step in the management accounting
process is to review the financial situation of the
organization. At this point, previous results are
reviewed and other information from nonaccounting sources is analyzed. The purpose of this review is to develop a financial perspective of the
environment. Managers use this understanding to
help formul ate problems req uiring corp orate
action.
Next, the management accountant develops information more specific to the problem. Using insights gained from analyzing the environment, the
accountant gathers data relating to the defined
problem. Since the needed data may not be available, a deci sion to col lect new data might be
necessary.
The financial implications of problems can
serve as initial screening criteria. Alternatives not
meeting certain financial criteria would be excluded from further consideration, while alternatives
meeting such criteria would be investigated further. As seen in Figure 1, the objectives of management accounting generally coincide with the
objectives of scientific management.
Problems are sometimes redefined as more financial data are gathered. Decision models not
only provide guidance for data gathering, but data
gathering also provides guidance for model building. This is why management accountants participate in decision modeling.
After management selects a course of action,
the accountant prepares a corresponding budget.
This budget represents the financial implications
of the chosen set of actions. It provides guidance
to those implementing the decision and is a means
of evaluating corporate performance.
Finally, the management accountant becomes
involved in measuring the financial consequences
of the events affecting the firm, including the
events that were not the result of corporate actions. In this regard, responsibility reporting
would be instrumental in separating controllable
from noncontrollable events. As results are determined, they are reported to management and become part of the financial history of the firm.
These reports, in various ways, are then used to
re- evaluate the financial condition of the firm.

Decision
models help
explain the
past, predict
the future, and
control the
present.
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They are also used to reanalyze the decision environment and reformulate problems.
Both the management process and the management accounting process thus represent iterative
processes which identify and solve various problems. Both processes involve a continual search
for solutions.
Effective Planning and Control
Research activities, including management accounting, contribute to corporate success by enhancing the planning and control process. As researchers, management accountants search for
better ways to generate and present financial in-

formation to managers, Such activities represent,
for the most part, applied research. However,
while the purposes of management accounting are
pragmatic, and the essence of these activities is
problem solving, there are elements of pure research represented as well. Therefore, the management accountant should be aware of the results
of both pure and applied accounting research.
Fu rt hermore, management acco un ti ng i ts el f
should be viewed as research.
❑
'For example, John B. Miner, The Management Process, Macmillan. New York,
1978.
'Russell L. Ackoff, Scientific Method. John Wiley & Sons, New York, 1962, pp.
7 -9.
'Peter F. Drucker, Management, Harper & Row, New York, 1974, pp. 465 -480.

Do Annual Reports Really Communicate?
21 4 -4
tions can be improved. There still appears to be a
considerable gap between the producers and users
of corporate financial reports. Having noted this
perception, we must answer the related question:
Will the improvements come internally or externally with respect to the corporation?
Since 1933, the Government has had the authority to regulate reporting to a degree and further regulation could always be authorized. This
is not likely to be the case, however. The SEC appears to have no ambition in this area and given
the deregulatory bias of the current administration, the Commission would probably find it diffi-

42

cult to issue new regulations. The SEC has depended on the accounting profession itself to
make advances in communication over the years.
Needless to say, the accounting profession has
dropped the ball by continuing to allow distorted
financial statements and never really agreeing
upon firm objectives and standards. It must be
noted, however, the FASB is making valiant efforts to standardize financial reporting. Improvement may have to occur from within the corporatio ns themselves, however. Co mp an ies li ke
Brockway are aware of the problem and are making❑efforts❑to❑improve❑their❑financial❑reporting.❑❑
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Ethics and the CPA
in Industry
When is a CPA not a CPA? Upon leaving public practice, evidently.
The Code of Professional Ethics gives little consideration
to the ethical problems confronting the CPA who
is working as a management accountant.

By C. Mike Merz and David F. Groebner
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One frequently mentioned characteristic of a profession is that its members agree to abide by a
code of ethics. Although there is no disagreement
that CPAs — wherever they work —are professional, there are a number of them who would seem to
be operating without guidance from the code of
ethics established by their own profession. These
are the many CPAs who eventually leave public
accounting to become employed in industry.
These persons are usually proud of the professional status they have achieved and so retain their
CPA certificates. They frequently hold themselves
out as C P As t o t h ei r emp l oyers an d fo l lo w
employees.
With respect to professional ethics, however, a
CPA employed in industry is specifically exempted from almost all of the Code of Professional
Ethics. Do not CPAs in industry face ethical dilemmas in their work? Do they not feel some form
of ethical guidance would be useful? Last year we
conducted a study of the practicability of a code
of ethics for managetnent accountants. Many of
the respondents on that study were CPAs. Our
aim here is to describe the ethical problems or di0025 - 1690/6403 - 0708/$01.00/0

lemmas those CPAs faced and how they felt about
the desirability of a code of ethics for management
accountants. We also gained some insight about
whether CPAs tend to change their ethical orientation after they leave public accounting to become employed in industry.
The present code of professional ethics for
CPAs exempts those not in public practice from
all provisions except for one covering "Integrity
and Objectivity" and another convering "Acts
Discreditable." For all practical purposes, these
rules dictate that a CPA not in public practice will
face sanction only if he or she: is convicted of a
felony, willfully fails to file a tax return, or files a
fraudulent tax return. Thus, whereas the Code of
Professional Ethics addresses many of the technical aspects of the attest function, it provides essentially no guidance to CPAs working in industry.
Professional Diversity and the Code
The "Description Of The Professional Practice
of CPAs" published by the American Institute of
CPAs says that CPAs have a distinctive role in
examining financial statements. It also admits that
CPAs practice in the broad field of accounting
and that their activities may be diverse. In confirCopyright
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al s o p l ay an i mp o rtan t ro l e i n managemen t
accounting.
During the personal interview phase of our
study we asked management accountants what
ethical dilemmas they had faced. Some of the respondents who were CPAs provided very specific
descriptions of ethical dilemmas they had experienced in their work as management accountants.

David F. Groebner is
associate professor of
management at Boise
State University.
He holds a Ph.D.
degree from the
University of Utah and
is co- author of a
popular statistics
textbook.

Ethical Dilemmas Experienced
Although we did not formulate an exact definition of what constitutes an ethical dilemma, a
working definition seemed to emerge. We decided
that an ethical dilemma occurred when the CPA-

Table 1
Occupational Analysis: AICPA Membership, Nov. 1980

Number
86,754

Public acco unting practice
Other than public acco unting:
Industrial
Government
Educatio n
Other

J

Total A ICP A membership

Percent
53.8%

58,112
5,331
4,194
6,728
74,365

36.1
3.3
2.8
4.2
46.2

161,119

100.0%

Y
-

mation of this diversity, AICPA membership statistics reveal that only 54% of Institute members
practice in public accounting (Table 1).
The 46% of CPAs who do not practice publicly
still play a significant role in the profession. Many
of them are active in their state societies. For example, two of the last five presidents of the Idaho
Society of CPAs were not in public practice.
Many CPAs in industry use the expertise they
gained while in public accounting to ensure that
their companies comply with the rapidly changing
requirements for financial reporting. Much public
testimony and informal guidance for the development of financial reporting standards by the Securities & Exchange Commission and Financial Accounting Standards Board come from CPAs in
industry.
Many CPAs who leave public accounting maintain close ties with their former firm. One large
CPA firm refers to its former members who have
become successful in industry as "our alumni"
and recognizes them in the company's magazine.'
Alumni are frequently invited to social events to
strengthen the business link between the public
accounting firms, their clients, and potential clients. Although they may have left the actual practice of public accounting, CPAs employed in industry, government, and education belong to, and
play a role in, the public accounting profession.
What the Study Showed
Our study, which was sponsored by the National Association of Accountants, investigated ethical concerns of management accountants. During
the study we conducted personal interviews with
137 management accountants and analyzed 600
mailed questionnaires returned from a random
sample of 1,031 NAA members. The broad implications of the study for all management accountants were shown in a research report published
by NAA in 1981. We now present an entirely different analysis: that of the ethical concerns of the
CPAs who participated in the 1981 study.
Just as all members of the AICPA do not practice public accounting, all members of NAA do
not work as management accountants. Many of
the study participants were CPAs, some in public
accounting and some in management accounting.
Respondents were distributed among a broad
range of demographic characteristics as shown in
Table 2. About one -third of all respondents were
CPAs (Table 3).
Of the 250 CPAs responding, 76 (30 %) practiced public accounting while the balance worked
in industry, government or education, mostly as
management accountants. These numbers illustrate an important aspect of the accounting profession: CPAs in industry play a significant role in
public accounting; and CPAs in public practice
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

Source: Journal of Accountancy, Publisher's State ment, Feb ruary 2, 1981.
Prepared by Audit Bureau of Circulations.

management accountant felt pressure to do something that he or she felt was not right. A simple
choice between two acceptable accounting methods would not, of course, constitute an ethical dilemma, but if management exerted pressure to select an inappropriate accounting method, then the
CPA - management accountant would face the dilemma of what action to take. (See the summary
listing of specific ethical dilemma situations described by those respondents who were CPA -management accountants. These situations have been
written in somewhat abstract terms to ensure
confidentiality.)
For example, what action should an individual
take when directed by management to perform an
unethical act such as shifting expenses between
periods to make a material change in reported income. Several CPA - management accountants
cited such pressures to act unethically as the principal reason they had left former employers.
As respondents described these dilemmas or
conflicts they faced, it became obvious that the
ethical climate maintained in the work environment varied depending upon the employer. In
general terms, however, respondents described
45

Management directs the management accountant to shift expenses
between two periods for the purpose of smoothing income. Management acknowledges beforehand that the expenses had already
been correctly recorded.
Management accountants have to decide what and how much to
tell outside auditors.
Owners - managers of small businesses pressure their management
accountants to perform acts that might be unethical, such as classifying a capital cost as a period cost for tax purposes.
Management accountants are asked to provide access to contractor
and client data that should be kept confidential.
Management accountants experience difficulty in trading off their
fiduciary duty to reduce costs and preserve assets with their desire
to treat other employees, clients and the general public in a responsible manner. For example, is it ethical to lay off an older employee
who will have difficulty getting another job?
Management exerts pressure on their management accountants to
prepare forecasts that justify managements' plans.
A division controller faces the dilemma of whether or not to "blow the- whistle" on a manager violating corporate policy.

three different ethical climates:
1. Ethically pure. In many companies, management has apparently conditioned employees to
take the ethically correct action in all cases. All
laws and regulations are to be followed scrupulously. External auditors receive complete cooperation. Many companies have adopted their
own corporate code of ethics. Such companies
usually adopt this ethically pure posture because they believe that it makes the most business sense. Respondents made statements such
as "our company just can't afford the bad publicity that would result if we got caught doing
something wrong."
2. Ethically within reason. Some companies emphasize making the best business decision rath46

er than being ethically pure. These companies
attempt to conduct their business in an ethical
and responsible manner. In a specific situation,
however, a minor infraction of a law might be
condoned if adhering to the law ran counter to
the best business decision.
3. Ethically questionable. In a small number of
companies, management accountants had been
pressured to manipulate financial information
to mislead certain users of that information.
Several CPA - management accountants quit
working for such companies because of this
pressure.
Dilemmas arise in all three ethical climates.
How the accountant resolves these depends upon
the particular climate fostered by the employer.
For example, in an "ethically pure" company, employees will be told to choose the course of action
they feel is mo st ap propriate for t he ci rcumstances. In an "ethically questionable" company,
however, employees will certainly feel pressure to
engage in practices and policies they feel are
wrong.
But Should We Have a Code?
After establishing that management accountants sometimes faced ethical dilemmas in their
work, we then asked respondents whether a code
of ethics should be developed for management accountants, and whether such a code would help
them —or other management accountants —resolve ethical dilemmas. Most of the 201 CPAs
who responded to the mail questionnaire believed
a code for management accountants was desirable.
As shown in Table 4, 64% of the CPAs answered
that there definitely or probably should be a code.
Th e same t ab le s ho ws , ho wever, t hat a co de
would apparently be helpful to some, but not to
all, CPA - management accountants.
A Chi Square contingency table test revealed
that there was no statistically significant difference at the .05 level between the responses of the
71 CPAs in public practice and the 130 CPAs in
industry, government and education.'
Thus, our study indicates relatively strong support by CPAs for a code for management accountants. Whether or not a CPA was in public practice did not appear to influence his or her feelings.
That only 33% of the CPAs thought a code of
ethics for management accountants would help
them resolve ethical dilemmas is not surprising.
Most CPAs in industry work for companies that
strive to be ethical and so instruct their employees
to solve dilemmas by choosing the ethical action.
Only in those companies where a CPA faces pressure to act unethically might a code be expected to
help conflict resolution. Several CPAs in public
practice also commented that a code for manageMANAGEMENT ACCOUNTING /SEPTEMBER 1982

Accounting Professional or Organization Man?
During the personal interviews many of the
CPAs we talked to who were employed in industry as management accountants said their attitude
towards ethics was strongly influenced by the
CPA's Code of Professional Ethics. And yet, the
Code of Professional Ethics focuses primarily
upon the role of an independent auditor. The
Code does not address the role of a CPA- management accountant who is an employee. Upon leaving public practice to enter industry, then, CPAs
have no real guidance to assist them in coping
with the expected pressure to transfer their loyalty
from the accounting profession to their employing
organization. Some organi zat ions have b een
known to exert extreme pressure on their employees to achieve organization goals, even if such
goals may require employees to violate their personal standards.
In his classic book, The Organization Man, William H. Whyte claimed that, for some people at
least, the goals and ethical standards of the organization environment would dominate personal
goals and ethics. Starting in the late 1950s, Whyte
and other social writers began to stress the potential problems associated with working for large industrial firms. The concept that a large organizatio n might corrup t t he i ndi vi dual seemed to
offend the traditional American populist spirit
and today, the term "organization man" connotes
a generally negative feeling.
Thus CPAs in industry must cope with somewhat conflicting responsibilities. As employees,
they must follow all reasonable orders of management to achieve organizational goals. But as
CPAs, they still have some responsibility to act
like professional accountants by conforming with
the general intent of the Code of Professional Ethics. Any CPA who succumbs to "organization
man" pressures at the expense of personal ethics
should probably not be considered a professional
accountant.
In our analysis of the mail questionnaire, we
looked for evidence that the ethical concerns of
CPAs in industry were different from those who
were in public accounting. We compared all answers by CPAs in public accounting with the answers by CPAs not in public accounting. For examp l e, o n e q u es t i o n as k e d i f mai n t ai n i n g
professional ethics was: very important, somewhat
important, or not important. For CPAs in public
practice, maintaining professional competence is
obviously very important. If working in industry
had shifted their ethical concerns, then the CPAs
not in public accounting would attach less importance to maintaining professional competence. TaMANAGEMENT ACCOUNTING /SEPTEMBER 1982

Table 2
Demographic Characteristics: CPA Respondents
Nature o f current wo rk:
Public acco unting - 71
Substantially invo lved with management accounting
General management - 14
T ea che r-8
Other - 2

103

Age:

20 -29
30 -39
40 -49
50 R over

Public
accounling
18
17
10
16

Management
accountint
12
58
32
27

71

129

Public
accounting
62
S

Management
accounting
125
5

70

130

Public
accounting
34
10
26

Management
accounting
63
40
24

70

127

Sex:
Male
Female

Size of employing f irm:

Large
Medium
Small

' A total of 71 CPAs in public accounting and 130 CPAs in other than
public accounting returned the mail questionnaire; because of missing

responses to some questions, response totals may be slightly
lower than the total number of respondents.

Table 3
Participants in the Study
Phase of study
Personal interviews
Mailed questionnaires
Total

Total
respondents

CPA
respondents

CPAs

137
600

49
201

36%
34%

737

250

34%

%

ment accountants would help external auditors
deal with their clients' management accountant.

ble 5 refutes such a conclusion by showing overwhelmingly that CPAs in public practice feel no
more strongly about professional competence than
those in industry. This conclusion was confirmed
by a Chi Square contingency table test that revealed no statistically significant difference in the
responses at the .05 level of significance.
Several of the questions were specifically designed to reveal "organization man" bias. For example, CPAs oriented more strongly to their employers than to the accounting profession would
attribute more importance to recognizing that the
management accountant's primary responsibility
is to the owners of the firm. Likewise, such individuals would attribute less importance to cooperating with external auditors. But no statistically
47

Table 4
Should We Have a Code, and
Re s pons e
D e f in it e ly yes
P r o b a b ly yes
No t s ure
P r o b a b ly n o t
D e f in it e ly n o t

Number

31
99
13
52

—

a/o

15
49
7
26

6

3

201

100

OWL:1-7
i

)10
-

Will It Help Solve Dilemmas?

i

.. .

Re s pons e

Yes
No t s u re

No
No a n s w e r

Would _help yo u
Number
%

_W_o u ld _help o thers
Number

67
57
74

33
29
37

98
29
73

3

1

1

201

100

201

49
36
15
—

100

T ab le 5
How Im p o r t a nt is M a i nt a i ni ng
Your P r o f e s si o nal Co m p et e nc e ?
CPAs in
public
p rac tic e

Re s po ns e
V e r y im p o r t a n t
S o me wha t imp o r t a nt
No t imp o r ta nt

CPAs no t

significant differences occurred in the responses to
these questions by CPAs, whether they were in
public practice or in industry.
Analyses of the responses to all other questions
yielded the same results. No statistical difference
occurred between the answers of CPAs in public
practice or those in industry. The single exception: "Do you think a code of ethics would personally help you resolve any of the ethical concerns listed in the questionnaire ?" Because the
code of ethics would address issues relevant primarily to management accounting, we expected a
higher proportion of CPAs in public practice to
answer no. For some unexplained reason, however, a significantly higher percentage of CPAs in
public practice thought a code would personally
help them.
On an overall basis, then, we believe these results are very encouraging. Apparently, organization pressures have not shifted the ethical concerns of CPAs who leave public accounting to
work in industry. Our analysis showed that CPAs
in public practice and in industry both hold similar ethical concerns and beliefs. From a professional ethics standpoint then, continued designation o f C P As in i n d u s t ry as pro fes si o nal
accountants appears warranted.
L1

in public
p rac tic e

63

114

8

14

0

1

71

129

'Ernst & Whinney, "Alumni Spotlight," E & R' People, Ernst & Whinney, Cleveland,
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'The term "significant difference" is used to refer to results of a similar Chi Square
contingency table test at the .05 significance level. At this level, a difference in responses would be considered significant only if there was less than a five percent
probability that random chance might explain the observed differences.
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Defining the Municipal Entity
Under Statement 3, all information pertaining
to a city's authorities is required to be included
in its financial statements.

By Robert W. Parry, Jr.
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Un til recen tly , fin an cial acco u n ting and reporting
stan d ard s for lo cal go vern m en t units provided little guidan ce in d eterminin g th e types of m unicipal
fu n ctio ns, o rgan ization s an d activities that should
be in clu ded in th e ann u al rep ort. Based on several
rep orts p u blished b y academ icians and practitioners, a n d res p o n se s to a d iscu ssion m em or andum
an d exp o su re d raft, the Natio n al Council on Govern m en tal Acco u n tin g ( N C G A ) recently issued
Statement 3: Defin ing the Governmental Reporting
Entity. Th is n ew co n cep t of the reporting entity is
broader than th e d efin ition currently used by m ost
m u n ic ip alities , b u t is n arr o wer tha n som e of the
d ef in it io n s rec o m m e n d ed to the co un c il. Th e
statem en t is to b e ap p lied p ro sp ectively to financial statem en ts fo r fiscal y ears ending aft er Decem b er 31, 1982.
Here we ex p lo re th e alternative definitions consid ered by th e N C G A an d ex plain th e cr it er ia
pro m u lgated in Statem en t 3 fo r identifying which
en tities to in c lu d e in th e an n u al re port . The d iscu ssio n p ro vid es em p irical evidence which indicates th at th e ad o p tio n o f t h e new definit ion
wo u ld h ave a su b stan tial im p act on the disclosed
deb t p ositio n s o f 18 cities stu d ied in this project.
Defin itio n s Co n sid ered b y th e NCGA
Fo r several y ears, acad em icians and practitioners h ave b een d e b atin g th e en tit y question. Most
agree th a t ex tern al u sers are p rim arily in terested
in statem en ts th at p ro vid e an o verall picture of
th e to tal ec o n o m ic resou rces generated and em -
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ployed by the m unicipality in delivering local govern m en tal services. F o r most cities this would
suggest the inclusion of a network of separate, legally const itut ed o rgan izat ions such as a sc hool
district, a nd se veral public au thorities creat ed to
provide water, sewer, sanitation, transportation,
parking, recrea tion a nd oth er suc h services. Developing a general definition of the reporting entity that would be appropriate under diverse situations is not a sim ple task.
AN EXPANDED CONCEPT
There have been several efforts to develop a definition th at would encom pass the total econom ic
resources concept. In A Study of Selected Concepts
for Government al Fi nanci al Account i ng and Reporting, Holder suggests the use of a "comm ander
theory. "' This theory recom m e nds including all
entities where elected officials exercise control.
Th e A I CP A e x pa n de d t h is no t io n slightly. It
sugge sted that, "The repo rting entity fo r gen eral
purpose financial statem ents should con sist of all
functions, progra m s and activities that are controlled by or are dependent on a governmental
unit's legislative o r executive body. "' To aid in
the im plem entation of this definition, the AICPA
indicated that a controlling or dependent relationship exists when one or m ore of the following financial relat ion sh ips a re m e t: bu dget adoption;
taxing authority; debt issuance secured by general
obligation bonds; or financing of deficits.'
A GLOBAL CONCEPT
An even broader concept of the entity was sugCopyright 0 1982 by the National Association of Accountants

gested by two partners at Coopers & Lybrand.
Hogan and Mottola (H & M) recommended that
the appropriate reporting entity should be determined by considering the following questions:
1. Does the municipality or its residents directly
or indirectly (a) select the management of or
(b) control the organization; or does the municipality have the ability to significantly influence operation of the organization?
2. Are the deficits (or a determinable portion of
them) from the organization's operations subsidized by the municipality, or are surpluses
from operations passed to the municipality or
its residents, in accordance with custom or legal requirements?
3. Is the organization on the same level of government as the municipality?
4. Are the organization's activities normally provided by a local level of government and are
they conducted primarily for the benefit of the
municipality or its residents?
5. Are the organization's activities mainly within
city limits ?'
The H & M criteria appear to be more inclusive
than the AICPA's because a direct financial relationship is not necessarily required for consolidation. For example, the AICPA and H & M would
probably agree that consolidation is appropriate in
a situation where a city establishes a water, sewer,
or parking authority, appoints its management
and receives the benefit of the excess of user
charges over expenses or funds deficits. It appears,
however, that H & M also would argue that almost any service normally provided by a local level of government for the benefit of its citizens
(question no. 4) should be consolidated regardless
of any direct financial relationship between the
entity providing the service and the city.
H& M discuss a situation where a segment of a
state police department has sole responsibility to
patrol the highway system within the borders of a
municipality. Because there is no direct financial
relationship between this branch of the state police and the city, the AICPA would not recommend consolidation. However, H & M argue that
if the state were to discontinue this service, residents of the municipality would probably demand
this service from the local government. Therefore,
H & M argue for consolidation.
Presumably, this notion also would apply to
private firms providing services normally supplied
by the city. This would require the consolidation
of private sector, profit- oriented, firms with the
municipal financial statements. H & M probably
would agree that water, sewer, sanitation and
parking should be included in a list of services
"normally provided by the local level governMANAGEMENT ACCOUNTING /SEPTEMBER 1982

ment." But what about other services that might
be taken over by the local government if private
firms failed? Would this list of "normal" services
include items like cable television, telephone, electric power, or a professional football team? If H &
M's fourth question is allowed to play an important role in defining the municipal entity, it first
will be necessary to agree on what services are
"normally provided" by local governments.
EXPANDED vs. GLOBAL DEFINITIONS
The AICPA's concept of the municipal entity
attempts to disclose the financial position of the
city government. The proposed financial statements would include revenues, expenses, assets
and liabilities associated with any functions with
which the city has a direct financial responsibility.
The financial health of a city would be a function
of the types of services it offers and its ability to
provide those services in an efficient, economic
manner.
On the other hand, H & M seem to be suggesting a much more comprehensive definition of the
entity. Their statements would include information pertaining to all entities providing basic services to the citizens, regardless of the city's financi al res po n si bi li ty. R at h e r t h an p ro vi d i n g
information on the financial position of the city,
this approach would provide an overall picture of
the debt burden and total cost of services carried
by the citizens of the city.
H & M's approach is very informative when attempting to compare the cost of living standards
across cities. It also could broaden the evaluation
process for city management. Under this concept,
city managers might be evaluated not only on
their ability to provide low -cost, efficient services
under city control, but also on the city's ability to
recognize and cultivate situations where the private sector could provide certain services more
economically. It also would make city management responsible for poor services provided by a
private firm over which the city had little or no
influence, except to the extent that the city could
encourage competition or take over provision of
the service itself.

In developing a
definition,
comparability,
comprehensiveness, and
responsibility
and control
should be
considered.

The NCGA's New Definition
In Statement 3, the NCGA outlined three basic
elements to be considered in developing a definition of the municipal entity: comparability, comprehensiveness, and responsibility and control.
These elements are defined as follows:
Comparability —Users of financial reports may
wish to make comparisons among units of government or between time periods for a given government. Criteria that could be established for the inclusion or exclusion of units of government would
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Users should
be protected
from the
arbitrary
exc lu sio n of

relevant
financial
information.

assist users in making such comparisons.
Comprehensiveness — Criteria for defining the
reporting entity would help the users of the financial reports by reducing the possibility of arbitrary
exclusions or inclusions of various organizations.
Responsibility and Control —Users interested in
evaluating the performance of governmental entities need to be able to identify the operations for
which their officials are responsible. Specific criteria for the reporting entity inclusion or exclusion
can help fulfill that need.'
The explanations provided for the first two elements are not very helpful in determining what

Table 1
Authorities With Direct Financial
Relationship With 18 Cities Studied

Service

Water
Sewer
Sewer and water
Parking
Building
Airport
Sanitation
Golf
Total

Number

8
3

?�

o / !

2
14
2
2
2
1
34

types of organizations should be included in the
municipal reporting entity. Of course, users may
want to make comparisons across cities or time
periods and they should be protected from the arbitrary exclusion of relevant financial information. But on what basis should the statements be
comparable and comprehensive? Should they be
comparable in the sense that every city should include information on a common set of services
and functions as suggested by H & M? Under this
approach, direct comparisons for debt per capita,
debt service per capita and taxes plus user fees per
capita could be made. This information would
give the user an understanding of the total debt
burden and cost of services required of the citizens
of one city relative to another.
On th e oth er h and, perh aps t he s tatements
should be comparable (include the same entities)
only to the extent that city officials have a direct
relationship with the entities which provide services to the citizens. Financial statements prepared under this approach would lose some of
their comparability and comprehensiveness. However, the statements would not include information on operations over which government officials have no control.
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The third element tends to restrict the comprehensiveness, and perhaps the comparability, of the
financial statements. By including responsibility
and control as elements important to the definition, the NCGA implies that users are interested
in evaluating the performance of government officials and, therefore, need to identify the operations for which the officials are responsible. This
position becomes clearer with the conclusion:
... the basic —but not the only— criterion
for inclusion of a governmental department,
agency, institution, commission, public authority or other governmental organization
in a governmental unit's reporting entity for
general purpose financial reports is the exercise of oversight responsibility over such
agencies by the governmental unit's elected
officials.'
The NCGA indicates that the "most significant
manifestation of oversight is financial interdepency" as evidenced by "responsibility for financing deficits, entitlements to surpluses, and guarantees of, or `mo ral respo nsi bil ity' for deb t. "'
Oversight responsibility for a particular function
or service also can be determined by observing the
power of city officials to: select the governing
board or commission; designate its management;
or significantly influence the entity's operations.'
Accountability for fiscal matters also plays an
important role. According to the NCGA, when
lines of fiscal responsibility are not clear, the following specific areas should be reviewed to determine the classification of an activity:
Budgetary Authority —Who possesses the authority for final approval over the authorizations
of budgetary appropriations? Who may authorize
revisions to the approved budget?
Surplus /Deficits —Who is responsible for funding deficits and operating deficiencies? Is this responsibility a legal or moral one? Who governs or
controls the use of surplus funds? How are surplus
funds disposed of?
Fiscal Management —Who governs the process
controlling the collection and disbursement of
funds? (Trust and agency type funds would be included.) Who holds title to assets? (Ownership of
assets would indicate inclusion.) Who possesses
the right to require audit? (This may show intent
to control.)
Revenue Characteristics —Where revenues are
derived by means of public levy or charge, in contrast to being grant receipts, there should be the
presumption to include the agency's revenues or
expenditures within the reporting entity.'
The NCGA concludes its list of criteria by conMANAGEMENT ACCOUNTING /SEPTEMBER 1982

sidering the scope of public service. This last criterion incorporates two aspects: whether the activity is for the benefit of the reporting entity and /or
its residents; and whether the activity is conducted within the geographic boundaries of the reporting entity and is generally available to the citizens
of that entity.10
Based on these criteria, it ap pears that the
NCGA has arrived at a definition consistent with
Holder's "Commander Theory" and the AICPA's
suggestion of the importance of a directed financial relationship with the entity. They also have
included some of the recommendations made by
H & M, but have rejected the notion of including
all activities "normally provided by a local level of
government." Given the practical difficulties of
applying this broader definition, the NCGA's position easily can be defended. However, if the profession could develop a list of services normally
provided by municipalities, and if private firms
could be encouraged to provide reliable financial
information, H & M's recommendation would offer an intriguing concept for municipal financial
reporting.
Most would agree that users of municipal financial statements should be able to recognize those
activities for which local government officials
should be held responsible. It also would be beneficial, however, to have an understanding of the
total economic resources required to provide basic
services regardless of whether they are supplied by
the city or private firms. Surely both types of information could be presented, but segregated in
separate columns or sections of the financial statements. This would allow the reader to evaluate
city management based on the results of city operations and gain an understanding of the total costs
of providing basic services.
Applying the New Definition
To i l l u s t rat e t h e i mp act o f ap p l yi n g t h e
NCGA's new definition of the municipal entity,
18 Pennsylvania cities were studied. These cities
have established 34 separate authorities to aid in
the provision of basic services. The function and
number of authorities found in this project are
listed in Table 1." The financial relationships between the cities and authorities vary considerably.
However, the authorities may be divided into two
basic types: financing and operating.12
Financing authorities became popular because
they enabled cities to circumvent municipal debt
limitations." If a city needed certain facilities, but
could not issue additional debt, a financing authority was established to issue debt, build the facilities and lease them to the city. Generally, the
city would operate the facilities and disclose the
revenues and expenses associated with its operation. However, the debt would only appear on the
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

Table 2
Long -Term Debt Per Capita -Two Definitions
Old d ef inition
c ity
Ha z l e t o n

Jo hnsto wn
Altoo na
Wilkes -Barre
Scranton
York
Lancaster
Lebanon
Williamsport
New Castle
Easton
McKeesport
Harrisburg
Allento wn
Reading
Chester
Erie
Bethlehem

Rank
1

2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

Mean

New d ef inition

Debt
$

Rank

1.71

1

4.43
28.46
32.94
38.25
42.90
47.67
52.64
63.03
63.50
66.08
107.63
131.56
145.06
156.58
166.97
216.43
306.58

2
5
6
16
3
14
13
4
10
8
12
17
11
7
9
15
18

Debt
$

1.71

29.71
101.72
104.41
397.91
91.22
344.17
283.64
100.70
185.68
175.60
269.57
461.45
237.71
160.59
177.44
380.91
693.72

$92.91

$233.21

Spearman R ank Correlation Coef fic ient = .5966

C) C I 00 0 0 0

c� r� l

ODE
I

ca

arx

authority's statements -not on the city's.
The NCGA's adoption of Statement of Financial Accounting Standards No. 13, Accounting for
Leases (FAS No. 13) should remedy this problem
by requiring the city to disclose the present value
of its future lease payments in the long -term debt
group of accounts.34 However, FAS No. 13 does
not eliminate the disclosure problems associated
with operating authorities.
An operating authority is similar to a financing
authority in that it issues debt, builds facilities and
leases them to the city. In addition, as the name
implies, the authority operates the facilities and
reports the revenues, expenses and debt on its own
statements. Under past reporting standards, the
city would simply report lease payments made to
the authority as general expenditures, not debt
service. This meant that revenues, expenses and
debt associated with water, sewer, parking or other such facilities would not be reported by the
city. To obtain this information, the user would
have to request financial statements from the authority. For statements issued after December 31,
1980, cities are required to capitalize leases, thus,
disclosing the debt. However, revenues and expenses will continue to be disclosed on the authority's statements alone. It appears that the NCGA
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is attempting to solve this problem by using a
more straightforward approach: redefining the
municipal entity. Under Statement 3, all authority
information should be included in the city's financial statements.
To measure the impact of the new definition,
city and authority debt - related data were gathered. Since disclosure practices varied from city to
city, adjustments were made to the data to improve comparability under the two definitions of
the entity.
Under the first definition, debt ratios were calculated as if no financing or operating authority
information was provided in the city's financial
statements. Although many cities disclose revenues and expenses associated with financing authorities, the cities could have established operating authorities and not disclosed this information.
In an effort to reduce inconsistencies in the data,
it was assumed that all cities established operating, rather than financing authorities. Based on
this assumption, revenues and expenses were adjusted to represent the information that would
have appeared in the financial statements under
the old definition.
The second approach includes all financing and
operating authority information as required under
Statement 3. Thus, debt and debt service ratios

Table 3
Debt Service to Revenue -Two Definitions
Old definition
City
Alto ona
Jo hnsto wn
Hazelton
York
Easton
Williamsport
Lebanon
Wilkes -Barre
Scranton
McKeesport
Harrisburg
Allentown
Reading
Lancaster
Chester
New Castle
Erie
Bethlehem

New definition

Rank

Debt

Rank

Debt

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

.0160
.0166
.0201
.0418
.0530
.0540
.0554
.0571
.0760
.0814
.0837
.0939
.0992
.1101
.1192
.1311
.1413
.1548

3
2
1
8
7
4
16
5
18
12
10
9
6
13
11
14
15
17

.0784
.0367
.0201
.1099
.1012
.0813
.2021
.0984
.2426
.1332
.1191
.1163
.1004
.1580
.1272
.1810
.1866
.2100

Mean

.078

Spearman Rank Correlation Coefficient

.1279

=

.6987

w

1

-

U
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can be compared under a narrow definition of the
municipal entity, excluding authorities, as well as
under a broader definition, including authorities.
Long -term debt per capita and debt service as a
percentage of revenues are widely used as indicators of a city's financial health. To measure the
impact of Statement 3, these ratios were calculated under both the old and new definitions.
LONG -TERM DEBT PER CAPITA
The long term debt per capita ratios and each
city's ranking under the two definitions are shown
in Table 2. As one would expect, long -term debt
per capita increased when the authorities were included. Total long -term debt for the 18 cities increased from $116.6 million to $277.9 million and
the average long -term debt per capita increased
from $92.91 to $233.21. This does not mean that
the cities are in worse financial health than previously reported. It simply suggests that ratio analysis based on consolidated information will require
new guidelines for identifying cities in financial
difficulty.
In evaluating the impact of the new definition,
however, it is important to note any changes in
the relative debt positions to be reported by the
cities. For example, Lancaster's debt per capita
went from $47.67 to $344.17 and its rank among
the 18 cities fell from s eventh to fourteenth.
Scranton is in a similar situation, falling from fifth
to sixteenth. On the other hand, Reading's debt
per capita only increased by $4 and its ranking
went from fifteenth to seventh.
To measure the overall effect on the rankings,
Spearman's Rank Correlation Coefficient was calculated. A correlation of + 1.00 would indicate
that the rankings were identical and a correlation
coefficient of 0 would suggest that there was no
systematic relationship between the rankings. The
correlation coefficient for this pair of rankings
was .5996 which indicated only a mild degree of
correlation. This suggests that the new definition
will have an important impact on reported longterm debt per capita.
DEBT SERVICE TO REVENUE
A similar procedure was followed for the ratio
of debt service to revenue. Under the old definition, debt service was defined as interest payments
and retirement of debt held by the city." It did
not include payments made to retire authority
debt. Under the new definition, debt service also
includ ed debt servi ce payment s made b y t he
authorities.
For purposes of defining revenues for this ratio,
State and Federal Grants, State Highway Aid and
County Grants were excluded from both definitions. Given the current budget- cutting atmosphere, these grants may not continue in the fuMANAGEMENT ACCOUNTING /SEPTEMBER 1982

Table 4
Authority Debt Service And Revenue Information
n4
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Cityn

°

Alto ona
Bethlehem

Debt service

Revenues _

Debt
services/revenue

$1,06 0,7 00

$6,18 8,5 15

.17 14

543,391
1,379,328

3,150,754
4,015,697

.1725
.3435

Chester

54,000

0

Easton
Erie

225,000
1,807,610

128,923
5,265,901

1.7452
.3433

Hazleton
Jo hnsto wn
Lancaster

0
106,000
1,438,480

0
130,713
7,324.081

0
.8109
.1964

798,700
376,477
287,950

2,486,684
1,025,522
550,781

.3212
.3671
.5228

61,000
2,548,998
274,913
131,720
546,616

450,839
3,712,870
422,681
321,743
1,490,512

.1353
.6865
.6504
.4094
.3788

Ha rr i s b ur g

874 ,7 85

Lebanon
McKeesport
New Castle
Reading
Scranton
Wilkes -Barre
Williamspo rt
York

ture and should not be relied upon. Under the old
definition, authority revenues — whether disclosed
by the city or not —were excluded. Under the new
definition, authority revenues were included.
Again, the idea was to illustrate the impact of
moving from a narrow definition of the municipal
entity, which focuses strictly on city operations, to
a broader perspective of including revenues generated by authorities which provide services.
As shown in Table 3, the average ratio of debt
service to revenue increased from 7.8% to 12.8 % .
Not one city's ratio decreased under the new definition. This indicates that authorities tend to have
higher debt service to revenue ratios. In fact, by
isolating revenues generated by the authorities
and debt service payments made on those facilities, the authorities' debt service to revenue ratios
can get quite high. (See Table 4). The average ratio is 44 %. Und er the o ld d efin itio n of the m un icipal entity , m u ch o f this in fo rm atio n wou ld no t b e
available to th e read er.
Again, it is imp ortan t to no te ch an ges in th e relative deb t p o sitio n s rep o rted u n d er ea ch m eth o d
in Ta ble 3. Th e c it ie s o f Le b a n o n an d Sc ra n t o n
app ea r to b e m o s t ad ve rs ely a ff ec te d b y im plem ent ing th e n ew d efin itio n . Leb an o n f alls fro m
seventh to six teenth an d Scranto n falls fro m n inth
to eighteen th . Read in g, on th e o th er h an d , im pro ve s it s r an k fr o m th ir te en th to six th , Spear m an's Ra n k C o rre latio n C o eff icie n t f o r t h is p air
of rankings is .6987, in dicating o nly a mild level o f
correlation and su ggestin g th at th e new defin itio n
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4,487,342

.19 49

will ha ve an im po rt an t im p ac t on re po rte d de bt
service inform ation.

Users need to
identify the
operations for
which
government
officials are
responsible in
order to
evaluate their
performance.

Will Cities Conform ?
Until recently, there was no generally accepted
d efin itio n of the m un icip al r epor ting ent ity. The
NCGA has attem pted to rem edy this situation by
issuing a definit ion that would re quire th e inclusion of all entities for which elected officials have
oversight responsibility.
This will req uire cities t o pr ovide inf orm a tion
o n entities previo usly excluded from statements.
Because these disclosures will adversely affect the
d ebt positions reported by som e cities relative to
others, it will be necessary to note the level of conformance with this standard. It also will be im portant to assess the financial com m unity's reactions
to these new disclosures.
'W illiam W . Holder. A Study of Selected Concepts for Government Financial
Accounting and Reporting, National Council on Governmental Accounting, 1980,
31 -32.
State and Local Government Accounting Committee, Accounting and Financial
Repor ting by State and Local Government: An Experiment, American Institute of
CPAs, 1981, p. 4.
'Ibid.
'James A. Hogan and Anthony J. Mottol& Financial Disclosure Practices of the
American Cities 11: Closing the Communications Gap, Coopers R Lybrand, 1978,
23 -24.
National Council on Governmental Accounting. Statement 3: Defining the
Governmental Reposing Entity, December 1981, pp. 1 -2.
'Ibid., p. 2.
'Ibid.
'Ibid., pp. 2.-3.
°Ibid.. p. 3.
,.Ibid., p. 3.
"Due to limited data gathering resources, school districts were not included in this
study.
"in P ennsylvania, these are referred to as lease-back and double lease -back
authorities.
"Pennsylvania debt limitations have been revised to include the consideration of
long -term leases. However, this technique persists.
"Financial Accounting Standards Board. Statement of Financial Accounting
Standards No. 13: Accounting for Leases, 1976. This standard requires retroactive
capitalization in financial statements issued after December 31, 1980.
"The debt service figures were adjusted for rollovers.

Pp.

Pp.
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Some of the "stars" at the 1982 NAA convention: 1. -r., Art Buchwald, SEC Commissioner Barbara S.
Thomas, Rep. Jack F. Kemp, Secretary of the Treasury Donald T. Regan, and Rep. Philip Crane.

Inside Washington
NAA's Week
Capital's luminaries amuse, provoke, and inform
members at highly successful Annual Conference.
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By Robert F. Randall
It was a week of excitement, merriment, economic
and financial insights and just plain exhilaration
as approximately 2,500 NAA members and their
famil ies attend ed th e Ann ual C onference in
Washington, D.C., June 20 -23.
The 1982 convention probably will be remembered for many things — including appearances by
the Secretary of the Treasury, a U.S. Senator and
two U.S. Representatives —but it could very well
be dubbed "the first electronic NAA Conference."
Not only were cassette tapes of most general and
concurrent sessions made available immediately,
but a video crew filmed the entire Conference for
the first time. The documentary film will be made
available early next year for showing at chapter
meetings.
With Conference Operations Chairman Frank
V. Subalusky directing their efforts, 210 volunteers drawn from the Potomac - Chesapeake Coun-

cil welcomed management accountants from all
over the world, chaperoned more than 330 children; and furnished guides, ticket takers, registration area assistance, and other behind - the - scenes
help.
Columnist Art Buchwald introduced NAAers
to political Washington with a raucous string of
gags about the great, near great, and those who
would be great. He told the management accountants that he really liked the President: "I worship
the quicksand President Reagan walks on."
Professor Ezra Solomon had the unenviable
task of following Mr. Buchwald on the program
at the Monday morning session. To Mr. Buchwald's barb that "An economist is someone who
will tell you 1,000 ways to make love —but doesn't
know any women," Prof. Solomon offered this riposte in defense of the embattled economists: "To
err is human; to be paid for it is divine."
Dr. Solomon painted a picture of the economy
in broad strokes, pointing to the inflation rate inMANAGEMENT ACCOUNTING /SEPTEMBER 1982

creases, the oil price shock, and rise in interest
rates. Since 1973, he suggested, output per person
has grown at a percentage rate equ al to zero.
Seemingly, there will be no doubling of living
standards in the next generation. Without such a
rise, he warned, a democracy is imperilled.
In general, he said, the economy was characterized by a series of imbalances including unbalanced budgets, too much money, and the suppressed price of energy which, in turn, suppressed
energy production.
Although the inflation rate seems to have responded to Administration and Federal Reserve
Board actions, interest rates have not followed the
drop in inflation. "The economists do not have a
robust answer" to t his ph enomen on, he said.
Rather than deficits, the expectation of deficits, or
tight money policies, he suggested two nontraditional reasons for the depressed economy. For
one, intermediaries like banks used to be protectected by price controls but now they have to
compete, and, second, distress borrowing by industries: "too many animals at the waterhole.
Dr. Solomon believes the recession is over but
that the recovery is not going to be terribly powerful. Recovery will help cash flow to increase, he
said, and time alone will make a lot of borrowers
drop out, causing interest rates to decline.

standard- setting activities of private organizations: "It is incumbent upon us to be ready to step
into the regulatory area when necessary."
Commi ss io ner Tho mas, however, devoted
much of her talk to the need for better cash flow
reporting. Thanks to a relatively stable economy
from the 1940s to the 1970s, accrued eamings
generally tracked with cash flows, she noted. The
inflation rate unraveled the connection, she said,
and, as a result, financial statements often did not
reflect the fact that liquidities of American companies were dangerously low. She said the SEC
was following closely the work of the Financial
Accounting Standards Board in regard to cash
flow information, as discussed in its exposure
draft, "Reporting Income, Cash Flows, and Financial Position of Business Enterprises."
James J. Crenner, executive vice president of
the Dun & Bradstreet Corp., also discussed cash
flow problems, noting that a total of 532 businesses had failed across the nation for the week ending
June 11, 1982. This is a record high total for one
week since Dun & Bradstreet began keeping such
totals, but he said the large number of American
businesses in operation currently, as compared to
a relatively smaller figure in the 1930s, serves to
defuse the impact of the negative record.
Crane- Jackson Spar on Economy

Regan: "Prognosis Is Excellent"
At a sold -out keynote luncheon Treasury Secretary Donald T. Regan said the prognosis for recovery of the economy is excellent. "The national
medicine cabinet was cleaned out when Reagan
was elected president," he said. "The patient at
least is up and out of his wheelchair."
"We in the Reagan Administration have set out
to restore both the economy and liberty," he told
the management accountants. He called 1982 "the
end of the beginning," and pointed to signs such
as the July tax cut and positive figures in the auto
and housing industries which seemingly would indicate that the recovery has started.
In Mr. Regan's speech and later press conference, which were covered by national media, he
admitted that the Administration is studying options for limiting the powers of the Federal Reserve Board. He then proceeded to soften his remarks, noting "At this point, I think the Fed's
independence is a good thing."
Cash Flow and the Economy
Securities & Exchange Commissioner Barbara
S. Thomas stressed the value of cash flow information in her presentation Tuesday morning. She
reviewed the Commission's objectives in the ongoing deregulatory effort, but noted that deregulation does not mean taking apart the framework of
regulation. The SEC will continue to oversee the
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

The conflicts over the flagging economy were
vividly illustrated when Senator Henry M. Jackson (Dem.) and Representative Philip M. Crane
(Rep.) squared off at each other later Tuesday
morning. As the session moderator, CBS correspondent Leslie R. Stahl asked questions that elicited sparks from both sides of the aisle.
On the economy, for example, Sen. Jackson
predicted that interest rates will go up if Reagan
sticks t o his game plan of the monetarist approach. Rep. Crane pointed out that interest rates
are out of the control of the President. The Federal Reserve Board can bring down interest rates if
it wants to, he told members.
The senator and representative also clashed on
social security and on housing subsidies. Rep.
Crane believes rifle -shot attempts to solve specific
problems only contribute to deficits. Sen. Jackson
noted something must be done because many
companies are facing a liquidity crisis. Mr. Crane
blamed Rep. Thomas O'Neill Jr., House majority
leader, for demolishing a compromise on financing social security. "Social Security reform was
clobbered by Tip O'Neill." Sen. Jackson replied:
"Democrats gave birth to social security and I
think they'll save it."
Rep. Kemp Defends Supply Side
"How many times do we have to tell our liberal
friends: if you tax something, you get less of it,"
57

Representative Jack F. Kemp told Conference -goers in a spirited defense of supply side economics.
He admitted that the Administration's tax legislation is a massive attempt to modify behavior
and get the country moving again, but he conceded that the Economic Recovery Tax Act had gone
too far, particularly in regard to the safe harbor
leasing provisions. He attacked the policies of the
Federal Reserve Board, charging "This recession
has been caused by a fundamental disorder in our
monetary policy."
What we need, he said, is a monetary policy
that guarantees a consistent stable unit of account.
The single, biggest economic issue today, he insisted, is to restore trust in monetary policy. What we
must do is match supply -side tax policy with monetary policy, he urged, just before making a dramatic exit from the luncheon in order to vote on a
budget resolution on the Hill.
International Views on Accounting
At the Wednesday morning session, A.M. He-

ecutive Committee chartered a new affiliate in
Cairo, Egypt, with a beginning membership of 69
members.
Derrick Willingham, president of the Institute
of Cost and Managemen t Accountants of England, stressed the pernicious effects of fluctuating
exchange rates on the world economy. "The only
thing that a businessman can be sure about in a
daily fluctuating exchange rate situation like we
currently face is— whatever forward view he takes
he will be wrong —and it is the degree to which he
is wrong that can be absolutely critical to the future of his business."
Mr. Willingham said fluctuating rates could result "in an inhibition of world trade, a fall in living standards and growth in civil unrest and riots
throughou t t he world_ " He bel ieves that t he
FASB's new standard, No. 52 "Foreign Currency
Translation," "will engender more positive and
business -like actions by its users." But he noted, it
has taken over six years to react and there is still
no unanimity of accounting practice on this key
international area between the Americans and the
British.
In another address Wednesday morning, L. J.
Burlingame, senior vice president of Twin Disc,
Inc., Racine, Wis., discussed the integration of
manufacturing and financial controls, He told the
financial officers that "inventory managers are
managing more money than you are." He urged
better management integration of the two areas:
"We've been counting our money more vigorously
than we're teaching managers how to manage."
Stevenson, Warner Trophy Competition

Virginia Skyline past presidents with the Presidents' Award.
L. -r., Bradley M. Roof, Lee E. Early, Chester S. Kulesza, Jr., and James G. Fox.

gazy, former prime minister of Egypt, outlined the
state of the art of the management accounting
profession in the Arab world. He reported that
American accounting methods are not widely
used in the Near East. He pointed out, however,
that graduates of American universities hold most
positions on faculties in the Near East. Some
150,000 Egyptian students are studying business
and accounting currently, but a professional institute of accounting is badly needed, he suggested.
In the question- and - answer period, Mr. Hegazy
said that the Arab world needed training programs, an exchange of materials, and a library of
training aids from the Association. He would also
welcome an accounting conference in Egypt, he
told the members. During the Conference, the Ex58

In Washington, some of the awards were presented during the Annual Meeting, and those who
won the major chapter competition awards were
honored at the Annual Dinner on Wednesday
night.
For the first. time, Virginia Skyline Chapter under the leadership of President Lee E. Early won
the Presidents' Award. This award is presented to
the chapter that has demonstrated the highest
consistent good performance for the last five
years.
Hampton Roads with Hartley F. Dewey as
president won the Stevenson Trophy awarded to
the chapter with the highest final standing in the
competition among chapters with more than 125
members. In the 1978 -79 competition, Mr. Dewey
also led this chapter to victory in the competition
for the Warner Trophy.
Second place, and the Remington Rand Trophy, was won by Los Angeles Chapter, in the Stevenson Trophy Competition. Grant W. Newton
was president. The J. Lee Nicholson Award was
won by Wilmington (Del.) Chapter and James R.
Rouse served as president.
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The Stuart Cameron McLeod Society Trophy
and third place in the competition for the Stevenson Trophy was won by Baton Rouge with Mohamed S. Eisa as president. El Paso Chapter,
Sharron R. Hoffmans as president, won third
place in the Warner Trophy competition and the
Rawn Brinkley Award.
The Valley Forge Chapter with Don Patton as
president advanced 123 places over a three -year
peri od t o capt ure th e Cart er Tro ph y. In th e
Warner competition, the Alaskan Chapter with
Paul B. Foutz as president advanced 103 places
over a t hree -year p eri od to tak e t he Kel ler
Trophy.
In the International competition, Rio de Janeiro, under the leadership of Jamie Horaco Riberio
Barbosa, won the Arthur B. Gunnarson Award
for the highest final standing. Following is a list of
the chapters and their presidents which won banners in the 1981 -82 competition.
Stevenson Trophy
1. Hampton Roads, Hartley F. Dewey
2. Los Angeles, Grant W. Newton
3. Baton Rouge, Mohamed S. Eisa
4. Florida West Central, John W. Noble
5. Chattahoochee Valley, Richard E. Higginbotham, Jr.
6. Syracuse, Richard E. Silverman
7. Hartford, Karl E. Ideman
8. Piedmont - Greensboro, Jack R. Plymale
9. Diablo Valley, Jack R. Newton
10, Virginia Skyline, Lee E. Early
11. Mt. Rainier, Dennis A. Loewe
12. Valley Forge, Don Patton
13. Birmingham - Vulcan, David W. Whitehurst
Dallas, Judson M. Sinclair
Dayton, Dorothy M. Watson
16, South Birmingham, T. Richard Horn, Jr.
17. Salem Area, Peter L. Whitney
18. Cape Canaveral, Frederick H. Kalmes
19. Nashville - Capital City, William E. Connelly
20. Madison, Ray Vander Weele
21. Pennsylvania Northeast, William C. Scott
22. Bridgeport, Donald More
Oakland -East Bay, Donald A. Glenn
24. Roanoke, Hugh L. Sawyer
25. Jacksonville, Frederick M. Cole
Warner Trophy
1. So ut h C en t ral Mi n n eso t a, Gar al d R
Hottman
2. Wilmington, James R. Rouse
3. El Paso, Sharron R. Hoffmans
4. Miami Valley Ohio, Charles B. Duersch
5. Northwest Keystone, Allen M. Yurko
6. Muscle Shoals, Douglas A. Sledge
7. Pensacola, Thomas W. Sylte
8. Alaskan, Paul B. Foutz
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9.
10.
11.
12.
13.
14.
15.

Sacramento, Stuart E. Robken
Dubuque Tri- State, Kenneth H. Luchtenburg
La Crosse - Winona Area, Robert E. Deter
Mayaguez, Jose M. Pagan
Marion Area, Frank L. Perrin
Anderson Area, Calvin E. Bolt
Spokane Area, Kenneth R. Johnson

Membership Achievement Awards
Diablo Valley led Stevenson Trophy chapters

Hartley F. Dewey, Hampton Roads president, displays Stevenson Trophy
with Vice President Joseph F. Ryan (left) and President Scharff.
with a 37% net gain in membership while the
Alaskan Chapter racked up a 46% net gain in
membership to lead the Warner Trophy chapters
for Membership Achievement Awards, Los Angeles Chapter won the Membership Ro und -Up
Award, chalking up 124 new members. In the International competition, Netherlands Affiliate registered an 18% net gai n in membership for a
Membership Achievement Award.
NAA Authors Honored
NAA's top authors during the 1981 -82 year
were presented Lybrand Gold, Silver, and Bronze
Medals and Certificates of Merit.
Vincent J. Giovinazzo, Atlanta Central, was
presented the Gold Medal, the top award, for his
manuscript, "The Infrequently- Mentioned Realities of the Accounting Work Environment." This
article will be published in the October 1982 issue
Of MANAGEMENT ACCOUNTING.
The second -place Lybrand Silver Medal was
presented to the authors of "Toward Applying an
Opportunity Cost General Rule for Transfer Pricing," which was published in the June 1982 issue.
The article was written by Ralph L. Benke, Jr.,
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Gara/d R. Hoffman, South Central Minnesota president and Wamer Trophy.
NAA Vice President Robert F. Walker and President Scharff make the
presentation.
James Don Edwards, Atlanta Central; and Alton
R. Wheelock, Virginia Skyline.
Bruce R. Neumann, Denver, won the Lybrand

Bronze Medal for his article, "Measuring Divisional Performance for an Oil Company," which
was published in the March 1982 issue. His coauthor, Dustin C. Landagora, is not a member so
was not eligible for the award.
The awards, which are presented to the authors
of the top three manuscripts, are sponsored by the
partners of Coopers & Lybrand to honor William
M. Lybrand, a founder of the firm and second
president of the Association.

Frederick J. Davenport, Western Wayne, "F i nancial Management Through MRP."
Carl F. Ebey, Member -at- Large, "Why Don't
Colleges Depreciate Fixed Assets ?"
Charles H. Gibson, Toledo, "Ho w Industry
Perceives Financial Ratios."
Dahli Gray, Washington, "Improving Hospital
Accounting and Reporting."
Dorothy L. Hines, Douglas A. Johnson, and
William V. Lennox, all Scottsdale Area, "Th e
Semiconductor Industry Controller: A Profile."
Herbert L. Jensen, Connecticut Gateway, "Imputed Net Rates of Return and Cost of U.S. Bank
Portfolios."
Ray G. Jones, Jr., Piedmont Winston - Salem,
"Do F in ancial S t at ement s Us e C urren t Terminology?"
Robert L. Mays, Jr., San Antonio, "Divisional
Performance Measurement and Transfer Prices."
C. Mike Merz, Boise, and David F. Groebner
(nonmember), "Ethical Attitudes and Problems of
CPAs in Industry."
Kent Shipley and Robert Engle, both I ndianapolis, "The Marketing Implications of the Shortage
in Accounting Doctorates."
Peter A. Silhan, Sangamon Valley, "Manage-

Certificates of Merit
Authors of 22 other manuscripts were awarded
Certificates of Merit for their contributions to accounting literature. Listed below are the manuscripts, the authors and their chapters.
Steven J. Adams, San Diego, and Geral d E.
Whittenburg, (nonmember), "Ho w the E nergy
Tax Affects Capital Budgeting."
Thomas L. Anderson, Jr., Pennsylvania Northwest, "Are Corporate Annual Reports Communicating Effectively ?"
Terry L. Arn dt, North Central Indiana, and
Richard W. Jones (nonmember), "Closing the
GAAP in Church Accounting."
David R. Beran, Richmond -Lee, "Cost Reduction Through Control Reporting."
Ray L. Brown, Denver, "Management Accountants: Are You Ready for VAT?"
Lois A. Brozey, San Diego East County, "Modernizing a Laundry's Accounting System."
Lloyd W. Coombe (nonmember), and Robert
R. Densmore, Macomb County- Michigan, "How
Detroit Edison Improves Its Productivity."
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Top. Los Angeles President Grant W. Newton
holds Remington Rand Trophy presented by Vice
President Dean W. Arnold and President Scharff.
For El Paso Chapter, President Sharron R. Hoff mans accepts third place Rawn Brinkley Award.
Vice President Fred S. Schulte and Rawn Brink ley's widow, Frannie, make the presentation.
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ment Accounting Is Research."
Murat N. Tanju, and Kenneth J. Mory, both
South Birmingham, "How South Central Bell
Handles Inflation Accounting."
Charles R. Wagner, South Central Minnesota,
"How to Conserve Energy and Save Costs."
Warren G. Wolf, Reading, "A Fully Integrated
Costing System for Today's Complex Decision
Making."
Allen M. Yurko, Northwest Keystone, "Managing Change Through Human Resource Development."
Lybrand Awards Committee
Approximately 950 manuscripts were submitted through the manuscript competition this year.
From the top ten manuscripts, determined by James R. Rouse, Wilmington president, accepts the J. Lee Nicholson
grades assigned to them by the manuscript re- Award from Vice President Paula G. Keen and President Scharff.
viewers, three are chosen by a special five - member
committee to receive the Lybrand Gold, Silver
and Bronze Medals.
Independently, the judges evaluated the manuscripts and reported their results to the NAA office where all the ratings were collated and the
winners determined.
Memb ers of the 1981 -82 Lybrand Awards
Committee were: Randolph S. Coyner, director,
School of Accounting, Florida Atlantic University; James H. Jacobs, Jr., partner, Olivari, Yordan
& Jacobs, Daytona Beach, Fla.; Alfred M. King,
managing director, professional services, NAA;
Raymond G. McFadden, controller, Data Services Group, Informatics, Inc., Columbus, Ohio;
and Carl V. Menconi, accounting manager, Chi- Robert L. Pyle (left) takes over from his predecessor, Arthur S. Taylor, as
cago Metallic Corp. All committee members hold president of the Stuart Cameron McLeod Society, while President Scharff
presents badge to President -elect Louis Vlasho.
Certificates in Management Accounting.
Pyle Elected SCMS President
Robert L. Pyle, Cleveland, was elected president of the Stuart Cameron McLeod Society,

Baton Rouge President Mohamed S. Elisa (center)
holds Stuart Cameron McLeod Society Trophy
presented by Vice President Mary Jane Sperry and
Society President Arthur S. Taylor.
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which held its annual meeting in conjunction with
the Associations's Annual Conference.
At the same time, members of the Society elected Charles R. Miller, Pittsburgh, and John J. Fox,
Detroit, vice presidents. Kirtland Flynn, Jr., Charlotte Blue, was elected secretary, and Ralph W.
Newkirk, Jr., South Jersey, treasurer.
A. Kenneth Benson, NAA managing director
of finance and administration, was re- elected assistant secretary and treasurer of the Society.
Six governors were elected for a two -year term
ending June 1984. They are: Robert L. Cramer,
Mid Florida; Dora R. Herring, Northeast Mississippi; R. Ho race J oh ns on , Raleigh; Bil l G.
McClain, Central Texas; Robert Oakleaf, Olean Bradford; and Elroy J. Snouffer, Baltimore.
Six other governors of the SCMS, whose terms
end in June 1983 are: Richard Bieganski, Milwaukee; Robert V. Dodd, Boston; Theodore G. Lieb,
Philadelphia; Wade B. Salisbury, Los Angeles;
A. T. Samuelson, Washington; an d J . Louis
Wargo, Cleveland.
❑
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You can still sit for the CMA examination
on December 15, 16, 17, 1982. Applications are
►n_ now being processed for the examination
_
that is offered in over 50 major
United States cities. Candidates
must submit applications for
membership in the Institute
of Management Accounting and
for the December examination ,� ob
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BOOK SERVICE

A d m i ni s t er i ng t he C o mp a ny
A c c o unt i ng F unc t i o n
(2nd ed iti o n)

NAA will absorb the postage charges on
books ordered this month. AN orders will
be accumulated and sent out at one time.
If y ou wish speedier service, the books
can be sent by UPS, for which there will
be a charge of 53.00 per or de r. Please
check the appropriate line on the coupon.
;VOTE. All or der s for books on this
page mus t be postmarked no later than
.Sept. 30, 1982. We cannot accept orders
for these books beyond that date. !looks
are nonreturnable.

By Jerome V. Bennett
This valuable editio n co ntains all the new
and prof ound changes made by the FA SB ,
AICPA, SEC, CASB and Congress. This massive reference features over 100 flowcharts
and illustrations that highlight the accounting and budgeting applications presented in
the text. Emphasis is given to the administrator who must implement accounting procedures. See book review, in the Library.
Prentice -Hall, Inc.
375 pp.

1981
$39.95

V aluation and V a luat i o n P lanni ng f o r
Clo s e ly He ld B us i ne s se s
By Frank M. Burke, Jr.
One o f the mo st difficult tasks f or a clo sely
held business is knowing how to determine
its value or the value of an interest in such a
business. Such valuation may be needed
internally when considering means o f expanding orcontracting business operatio ns,
or externally to meet the needs of an owner.
Also , valuatio n is necessary to deal eff ectively with certain day -to -day problems of
operating a business (e.g., bo rro wing purposes or insurance purposes). This book will
guideanyonedesiring to value a clo sely held
business through the valuation process. See
book review, In the Library.
Prentice -Hall, Inc.
420 pp.

1981
$49.95

Capital Gains Desk Book
By Howard M. Zaritsky
and James Bremer
Obtaining the favorable tax treatment afforded net lo ng -term capital gains has been a
majo r go al o f tax planners fo r quite so me
time. Recent legislation, including the Economic Recovery T ax Act o f 1981, has only
heightened the impo rtance o f structuring
business transactions to achieve such longterm capital gains. This book, written to help
the tax practitio ner structure transactio ns
to obtain capital gains, approaches business planning practically and guides the
reader to further research. Check lists and
citations to applicable IRS Co de sectio ns,
cases, regulatio ns and rulings are included.
Prentice -Hall, Inc.
438 pp.

them illustrated with realistic examples. A lso included are discussio ns o n the latest
techno lo gical acco unting devices, which
provide the practicing accountant with state of- the -art inf ormation. Thro ughout this
handboo k, the line that separates management and financial accounting has been
recognized, and the differences between
these two areas of accounting are addressed
in the techniques, procedures, and examples
presented.
Prentice -Hall, Inc.
253 pp.

Prentice -Hall, Inc.
255 pp.

1982
$34.95

Handbook of Depre ciat ion Meth ods,
Formulas and T ables
By James M . Johnson
Here is a co mplete, o ne -stop gold mine of
depreciation methods, f ormulas, tables and
computer programs that are ready to use to
help solve virtually any type of depreciation
problem. See book review, In the Library.
Prentice -Hall, Inc.
350 pp.

1981
$39.95

T ax Handbook on Corporate
Di s tr i but io ns a nd Di v id e nd s
By D. Larry Crumbley and Dale Bandy
Readers will have to look no further than this
autho ritative guide to find myriad strategies
and metho ds fo r getting corpo rate income
into the hands of stockholders —not the
government.

T AX GUID E FOR BU Y ING AND
S E LLING A BUS INE S S
(5th edition)

Prentice -Hall, Inc.
290 pp.

By Stanley Hagendorf

Business Financing Handbook

In recent years, the tax planning and co nsequences for the purchase and sale of a business have undergo ne many changes. T his
new editio n inco rporates many o f the new
court decisio ns, rulings and regulations,
plus several new, impo rtant tax acts. T he
Economic Recovery Tax Act of 1981, for example, made many impo rtant changes, as
did the Installment S ales Revisio n A ct o f
1980. The book is divided into four parts so
that the reader can easily lo cate the pattern
of his transactio n and the pro blems he may
encounter. The book is a complete guide and

By Edward W. Buge

1980
$27.95

This handbo o k pro vides the reader with a
wealth o f practical ideas on ho w to finance
business gro wth and expansion and can be
used by anyo ne who bo rrows mo ney. T he
book is organized into 15 information - packed
chapters, each detailing a critical phase of
the financing process. T he methods, techniques, data and ideas apply to virtually every
type of business.
Prentice -Hall, Inc.
431 pp.

1982
$44.50

ITI NG BOOK SERVICE
Quantity Tltle

Pric e •n.

Total

Total Order
10% discount
AA members onN

1982
$42.50

Postage paid
1681 wke deliv.)

Financial Account ing and R eporting
Desk Handbook

53/book UPS
146 wke deli

By David L. Gittes

TOTAL

This vo lume is directed to ward the prof es.
sio nal acco untant f aced with both ordinary
and special problems. Designed as a ready reference handboo k, the work provides
answers and solutions to hundreds of often asked questio ns and problems, many of
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1980
$39.95

reference tool for both the beginner and the
experienced tax practitioner.

All orders must be postmarked
by s e o 30, 1982

,cco unting Department
10022
- O MP AN Y ORDER
1982
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vided separate special function keys
clearly labeled so that they are easier
to learn to use. The latter quite likely
means that a dedicated word processor will enhance operator productivity.
Thus, if the installation demands
high volume word processing, there is
usually no question but that a dedicated word processing system will be
more appropriate. On the other hand,
if word processing represents a minimal portion of a microprocessor's
use, it usually can serve the function
quite well.
The mirror image of this problem is
that a microcomputer is much better
suited to general accounting and
computation work than a word processor. First, the word processor may
not have the appropriate software
that would allow it to be used as a
general purpose microcomputer. And,
second, a specially constructed keyboard that works so well for word processing will be equally awkward for
general computing and number work.
Imagine the difficulty of entering a
large volume of number data with the
top line of the keyboard.
There is no easy and consistent answer to the trade -offs discussed
above_ Each user needs to assess
the kind and volume of work that is to
be accomplished before making the
decision to go with either a multi -use
microcomputer or a dedicated word
processor.

relating to the computer itself, the
people who use it, and data security
which compel forethought to the installation of a small system.
A computer needs three things to
perform relatively trouble free. It
needs high - quality electricity, operating temperatures that are not too hot,
and a relatively dust -free environment. Let us consider each of these
in turn.
What constitutes high - quality electricity? Acceptable electricity will be
117 volts AC /60 hertz, single phase,
at a current rating of less than 15
amps per unit. The voltage should not
vary m ore th an ±1 0 % f ro m 117
volts. Power surges, called spikes because they appear as sharp points on
an oscilloscope, are caused by everything from a transformer to flickering
fluorescent lights. There should be no
equipment in use that causes spikes
of high or low voltage. Neither should
there be electric motors or other devices that transmit noises along the
power line to disrupt the computer's
operation. Computers perform up to
five million operations per second.
That's tens, if not hundreds, of thousands of computations for each cycle
of 60 hertz AC power. Imagine what
could happen to an application program if the power were disturbed momentarily and the CPU "forgets" to
perform several thousand instructions.
How can one anticipate and safeguard against these kinds of occurrences? First, the computer should
have its own dedicated circuit from
the distribution panel. The installation
of an isolation socket at the computer
end of this circuit will enhance its
quality. If the components of the computer system interact with each other
to produce difficulties, each component such as disk drives, printers, and
so forth may need its own dedicated
line from the distribution panel. If
these precautions do not intercept
problems, fu rth er s t ep s m ay b e
needed.
An isolation transformer will suppress voltage spikes if high voltage
surges are,common in the electrical
system. The cost of such a device is
about $100. If the problem consists of
both high and low voltage variations,
► ► 72
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NowDo
Accounting and Financial Salaries
Stack Up inYour HomeTown?

ourNew
It's Free!
Have you ever wondered
how your salary compares
with your peers in your own
local area? Or whether
accounting and financial
professionals either in
public firms or industry are
making substantially more
or less money elsewhere?
Our new report, the most
complete Local Survey
we've ever published, can
show you exactly what
others are earning in major
cities throughout the U.S.
W e Surveyed 63 Specific
Position Categories in
18 Mark ets .
The Survey divides local
salary data by market, by
sizeof institution andby posi tion category. Sixty -three
specific positions are
reviewed in each city.
Included are positions in
Public Accounting and
Industrial Accounting in
areas ranging from Staff
Auditor to CPA firm Partner
and Chief Financial Officer.
For example, a Senior

Cost Accountant in a large
industrial firm will be able to
determine what his /her peers
make in cities ranging from
Atlanta to San Francisco.
Internal Auditor Salary ISM)
$24
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For example, if you're an Internal
Auditor in an industrial firm with
annual sales between $50 and $300
million, here's how your salary
stacks up in just three of eighteen
markets surveyed.

It's a Most Valuable
Building Block for Sound
Career Planning.
The new, Local Metropolitan Accounting and
Finance Salary Survey is
compiled and published by
Source Finance, the largest
recruiting firm devoted
exclusively to the accounting and financial professions. If you're wondering
whether your salary is keeping�pace�—or�where�your
career might head in the
future�—our�report�is�must
reading. Especially in today's competitive environment where smart planning
is key to long -term success.
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Call Today for Your
Free Copy.
The Survey is available
free to accounting and
financial professionals.
Call the Source Finance
office nearest you and
request a copy. As you'll
discover, the Survey can
be an extremely valuable
asset in helping you build
and strengthen your longterm career plans.

M

Simply phone the
office nearest you that
,
is listed to the left. A
copy will be sent to you
'
in strict confidence,
with absolutely no
obligation to you. If
unable to call, write'
Source Finance,Dept. A -5 '
Suite 227
Two Northfield Plaza
=Northfteld, IL
= 60093
=
J

This handy, fold out Survey breaks
out salary information by market by
size of organization byposition
category. Over 1,000 separate
figures are reported, which makes
this Surveythe most extensive one
ever undertaken by Source Finance.

*Source Finance
North America's largest. non - franchised
recruiting firm devoted exclusively to the
accounting and financial professions.
Client organizations assume our charges.

In the Library
Administering the Company Accounting
Function 2nd edition, Jerome V. Bennett, Prentice -Hall, Inc., Englewood
Cliffs,N.J. 07632, 1981, 309 pp.—The
author, presently chairman of the accounting department at the University
of R ichmond, is a former co rporate
controller and holds the Certificate in
Management Accounting. Emphasizing
practical applications the book is structured in four parts: (1) organization, the
job -of the controller, his relationships
with other managers, and his own managerial role; (2) general accounting duties, and financial accounting and support tasks of the controller; (3) the role
of the controller in support of decision
making in areas such as cost reduction
and profit planning; (4) computerized
accounting information systems and the
job functions of the controller.
The practical nature of the author's
advice can be sampled in this idea about
cost reduction: "Cost reduction implies
drastic change. People inherently resist
change. Therefore, cost reduction implies resistance, objection, personnel
problems, even subversion." In discussing implementation procedures many
firms use to reduce costs, the author
stresses that, "Across- the -board slashes
by edict are not cost reduction plans."
Further, "It is not advisable to create a
special cost reduction coordinator; this
makes cost reduction `someone else's
job.' "
Dealing with one of the most mundane, yet important, responsibilities of
the controller — payroll —the author
comments that, "Of all the accounting
services, the staff for payroll requires
those with the greatest sense of responsibility and security. A payroll check
represents management's most tangible,
most sincere recognition of the worth of
the individual. The sanctity of the paycheck must never be violated by careless
arithmetic or, with confidential salary
payrolls, by careless talk." With the author's sound advice combined with innumerable exhibits, charts and sample
forms, this book is a definite addition to
any controllers' personal library.
Persons newly promoted to the job of
plant, division or corporate controller
66

Stan F. Stec, Editor

will want to use this book as a reference.
Anyone appointed to the august position of controller is unlikely to have had
direct experience in all areas of controllership. The author, in this book, acts as
a confidential "coach." The fact that
this book is in its second edition is an
indication that the marketplace has accepted the author's proposals.
Alfred M. King

move depreciation deductions into a period when they will have greater value
may find it economically attractive to
elect a longer recovery period."
This volume is a handy reference for
persons involved in preparing financial
statements, tax returns or economic analyses of capital expenditure proposals.
See Book Service.
Alfred M. King

Handbook of Depreciation Methods,
Formulas and Tables
James M. Johnson, Prentice -Hall, Inc.,
Englewood Cliffs,N.J. 07632, 1981, 708
pp. —This book is primarily a printout
of comput er - generat ed tab l es fo r
prompt calcu lation of depreciation.
Management accountants will find the
text material, which discusses how to
implement various methods of depreciation such as double - declining and sum of -the- years' digits, very interesting.
The author covers Assets Depreciation
Range (ADR) accounting and, since the
book is fully up -to -date, the current
ACRS system which applies to assets
placed in service in 1981 and beyond.
The book can be used in three ways.
First, it is a good reference to the principles of depreciation for book and tax reporting. Second, it provides detailed
computer programs, written in BASIC,
which the reader can install on a microco mp ut er, a mi ni co mp u ter or ti mesharing, whichever is available. The use
of the programs also is explained so
readers can solve specific depreciation
problems. Third, the detailed depreciation tables are printed in full. They can
be used for ready reference to specific
problems or to make estimations for
"what if' type problems. The book also
reprints the IRS' detailed asset guideline class descriptions and ADR lives
used by the the IRS.
The author also gives a brief but succinct explanation of why users might
choose not to use the shorter ACRS
lives but, instead, go for a longer recovery. He says, "The taxpayer in a loss
carry - forward position, in danger of losing those losses, or the taxpayer forecasting his marginal tax bracket will increase in the near future who wishes to

Tax Guide for Acquiring, Maintaining
and Disposing of Business Equipment
Philip R. Fink, Prentice -Hall, Inc., Englewood Cliffs,N.J. 07632, 1982, 300
pp.— Johnson's Handbook reviewed on
this page provides the basic arithmetic
for capital expenditure analysis, plus
comput er pro grams and t ables. This
book adds the fundamental economic
rationale for making optimum corporate capital asset decisions.
Mr. Fink has written the book for
both the professional tax accountant
and for management accountants with a
strong interest in minimizing corporate
taxes. It presupposes a certain minimum exposure to the Internal Revenue
Code, and, in exchange, the author approaches the problems and opportunities available for sound tax planning in
the area of capital equipment.
The book has been written with the
current ACRS syst em fully in mind.
This volume is as comprehensive a coverage of the subject of capital expenditures acquisition as will be found outside technical tax journals and services.
It is well written, with easy -to- follow
examples.
Given the importance of tax planning
for most corporations, the book can be
recommended strongly. Some of the
subjects covered are leasing, expensing
of repairs and maintenance, disposals of
equipment, investment tax credit recapture, installment sales, techniques for
choosing optimal lives, how to handle
salvage value, and techniques for changing depreciation methods. In short, this
book might be considered "everything
you ever wanted to know about taxation
of business equipment" in a single volume. See Book Service.
Alfred M. King
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Valuation and Valuation Planning for
Closely Held Businesses Fr an k M.
Burke, Jr., Prentice -Hall, Inc., Englewood Cliffs,N. J. 07632, 1981, 412 pp.—
Prior to joining NAA, I was actively engaged in the appraisal business for many
years and thus approached this book
from the perspective of an interested
professional. Unfortunately, over half
this volume is a simple reprinting of significant portions of the Internal Revenue Service "appeals officer valuation
training program course" plus relevant
IRS rulings dealing with valuation.
Thus, the author's text is actually less
than 200 pages.
The text concentrates on closely held
businesses. The valuation techniques
and processes described by the author,
however, can be applied to other types
of valuation situations which management accountants deal with, such as
FAS NO. 33 disclosures or acquisitions
or divestitures of business segments.
This volume is oriented to minimizing taxes and is fully footnoted with referen ces to app licable tax an d co urt
cases, which makes it useful to readers
with a specific tax problem. The author
gives sound advice in explaining planning opportunities for smaller privately
held businesses, which includes restrictive agreements to limit value, such as
recapitalization, or buy and sell agreements, and tax planning opportunities
by
shifting
ownership
among
generations.
As far as useful valuation techniques
for t he man agemen t acco un tant are
concerned, the book is limited. The author describes, in brief, the basic valuation principles oflooking at comparable
companies, trend analysis, dividends,
earnings, book value and intangibles
such as goodwill. The emphasis of the
author is on tax planning techniques;
therefore, this is not the basic book on
valuation for the management accountant. See Book Service
Alfred M. King

example, in discussing cash budgeting,
t h e a u t h o r men t io n s t h e o b vi o u s
strengths but also suggests limitations
(i.e., the cash budget can lock a company into inflexible targets, may conceal
many questionable assumptions and
might even inhibit responsiveness to
change.) In discussing inventory valuation, the author gives a clear discussion
of LIFO.
One would have to spend a long time
to criticize any of the subjects covered
or the author's viewpoints. The book's
common -sense approach would be recommended for managers who need to
have a quick overview of finance without getting involved in the debits and
credits. While not recommended for the
typical reader ofthis magazine, it would
be helpful for business colleagues to review it in order to gain an appreciation
of the role and contribution of the management accountant.

A Manager's Complete Guide to Financial Techniques George A. Aragon, The
Free Press, 866 Third Ave., New York,
N. Y. 10022, 1982, 252 pp.—This book is
a good example of the books on "finance for the nonfinancial manager."
An executive summary in front ofeach
chapter highlights the key point. For

Without Bias: A Guidebook for Nondiscriminatory Communication
2nd edition. The International Association of Business Communicators, John
Wiley & Sons, Inc., 605 Third Ave., New
York, N. Y. 10016, 1982, 200 pps.—Ever
wonder how to construct a sentence
that is free from bias? Do you want to

Management Accounting for Health
Care Organizations James D. Suver and
Bruce R. Neumann, Hospital Financial
Management Assn., 1900 Spring Rd .,
Oak Brook, Ill. 60521, 1981, 444 pp.—
With the increase in the cost of medical
care receivin g a lot o f at tent io n, it
would be desirable to have all hospital
financial managers become thoroughly
familiar with the material in this book.
The coverage is very similar to that of
the no rmal management accou nti ng
textbook, but all examples and many
references are aimed at hospitals. Material on cost behavior patterns, responsibility accounting, flexible budgeting and
capital investment decisions should be
familiar to most management accountants. Anyone accepting a new position
in a hospital, or persons already employed by hospitals who want a good
reference, should avail themselves of
this new book. Most bibliographic references given in each chapter are to articles
from
Hospital
Financial
Management.
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write reports or give speeches that are
not offensive to women and minority group members? Without Bias, then, is
the book for you. It pinpoints all of the
subtle forms of bias that pervade our
language and gives business communicators many alternatives to use so that
the bias is no longer present. Written in
a straightforward, matter -of -fact tone,
this book is a boon to an y bus iness
executive.
Captive Insurance Companies: Establishment, Operation and Management
P.A. Bawcutt, Dow Jones - Irwin, 1818
Ridge Road , Homewood, 111. 60430,
1982, 235 pps.—Much has been written
recently on captive insurance companies, with their pros and cons widely
discussed in the business press. Here is a
complete overview of this "hot" subject,
which weighs the advantages and disadvantages of their use by corporations
an d wh ich gi ves th e proces ses th at
should be undertaken to decide if a captive insurance company is feasible, how
it should be protected by reinsurance
and wh ere it sh ou ld be located and
managed. Financial considerations as
well as t h e f u t u re o f ca p t i ves are
discussed.
Management Accounting Systems and
Records M. W. Monaghan, Renouf USA,
Old Post Road, Brookfield, Vt. 05036,
1981, 117pps.—This slim volume from
Great Britain provides management accountants with a basic system for maintaining control in a corporation, It is
simple without being simplistic and is a
good refresher course for the professional. Ch art s , tables an d gr a p h s ar e
included.
How to Start, Run and Stay in Business
Gregory F. Kishel and Patricia Gunter
Kishel, John Wiley & Sons, Inc., 605
Third Ave., New York, N.Y. 10016,
1981, 200 pps.— Layin g t h e p rop er
foundation is essential if one is to build
a successful business. With hundreds of
new businesses failing each year, entrepreneurs require all of the assistance
they can get —and this book offers some
of that assistance. Written for the beginner, it provides simple, basic information. The chapters include questions the
business owner should ask, check lists,
forms, formulas and sources of help.
67
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Letters
12-4-4
glamour to the CPA emphasis because
of its long tradition dating back more
than 100 years, plus its so- called legal
status in the minds of many laymen.
Further, for many years, the challenge
to students and their professors was to
provide an educational background that
would enable the students to pass successfully the CPA examination, which
for some 90 years was the only measure
of national accomplishment available.
The management accounting emphasis in the curriculum, and on the campuses in general, could be improved signi fi can t l y, but it wou ld tak e an
enormous amount of personal attention
on the parts of thousands of people who
work in management accounting circles.
Further, in more recent years the government accounting emphasis and the
income tax practice opportunities have
also entered the scene.
I would suggest, as Mr. Shultis does,
that the management accounting field
mount an extensive effort to visit cam-

Th e Exe c utive De v elo pme nt Ce n te r o f
Th e Un iv e rsity of Min n eso ta is ple ase d
to an n ou n ce th e fo urth o ffe rin g o f

The
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October 17 -23, 1982
Cragun's Lodge- Brainerd, Minnesota
A one -week residency program designed to provide
a state -of- the -art technical update for the professional
accountant. For further information:
W. J. Dombrovske, Director
Accounting Executive Programs
School of Management. University of Minnesota
217 -19th Avenue South
Minneapolis, Minnesota 55455
phone 612/373 -4460
in cooperation with Continuing Education —an equal opportunity educator
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puses, furnish financial sources, and do
many other things over and above the
efforts of the past, which have not been
entirely missing of course.
Paul Garner, Dean Emeritus
Graduate School of Business
The University of Alabama
Tuscaloosa, Ala.

A Financial Statement Bias
I was dismayed when I read the article
"Improving Cost Allocations for Auto
Dealers" in your June 1982 issue.
The allocation of the types of costs to
segments of a firm in order to aid in the
kinds of decisions recommended in the
article is not only inappropriate but will
surely be misleading to management.
If the auto dealer is attempting to determine if he should lease his body shop
or not, the costs to consider are avoidable costs, not the arbitrarily allocated
costs that will remain regardless of his
decision. Also, if the dealer is trying to
motivate his department managers, he
should evaluate them on factors over
which they have control, not. costs under someone else's control allocated by
a meaningless allocation procedure devised by the firm's accountant.
The fact the procedures described
and recommended by Professor Rein stein are actually being used by business
firms is a poor reflection, ultimately, on
the job we are doing in the university in
educating accountants. I think, perhaps,
much of the fault lies with the inherent
emphasis in university accounting programs on financial accounting. Students
emerge with a financial statement orientation and carry that bias into areas of
management information where it is inappropriate and potentially very harmful to the management process.
George F. Hanks, CMA
Professor of Accounting
Ball State Univ,
Muncie, Ind.

Survey Was Misleading
I was disappointed to read "What are
Women Accountants Really Like ?" in
the March issue Of MANAGEMENT ACCOUNTING. The title would have been
1110-111-70
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People in the News
Promotions and New Positions
Margaret Baker, Atlanta Central, has
been promoted to manager of corporate
accounting at Munford, Inc.... Stanley M. Street recently was promoted to
vice president in the controller's divisio n of th e F irst National Bank of
Atlanta.
Gerald L. Sykes, Atlanta North, has
been promoted to division vice president and controller for Sin ger Co.'s
Furniture Division, Atlanta.
Douglas A. Vetter, Blue Grass area past
president, has joined CONNA Corp. as
vice president - controller.

Herb ert S . M arch an d , Member -atLarge, USA, has been appointed director of financial planning and analysis
for consumer products in the corporate
controller's office of The Singer Co.

Roger L. Rudd, San Diego, has been
named executive vice president and
chief financial officer of Coca -Cola Bottling Co. of San Diego, a subsidiary of
Beatrice Foods Co.

Gerald Thurk , Member -at- Large, USA,
was n amed treasurer /contro ller for
Tool Products Co.

Phillip Bickley, Savannah, was promoted to assistant manager , general accounting, at Savannah Electric.

Conrad F . Holli ng, Milwaukee, has
been appointed vice president, finance,
for Elaine P o wers F i gu re Salons,
Inc.... L. William Marsh has been appointed senior vice president, finance
and administration, of Gould Inc., Get tys Div., Racine, Wis.

Keith A . Sharpe, St. Louis, has been
promoted to manager in the audit department of Price Waterhouse & Co.
... Steven O. Swyers has been promoted to senior manager in the audit department of Price Waterhouse & Co.

142,

Susan P. Fol som, Delaware, is now
credit account manager at Du Pont.
John Runski, Elmira Area, has been
pro mo ted t o credi t man ager, Turbo
Products Div., Ingersoll -Rand, Phillipsburg. N.J.
William L. DeHaven, Fort Wayne past
president, has been elected vice president of Beatrice Foods Co. He is president of Beatrice Foods specialty meat
division.
Donna Howard, Greater Ozarks, has
been promoted to controller at Centerre
Bank.
Richard D. Spillers, Kansas City, is now
director of audit operations for Touche
Ross & Co,
Michael J . Hegarty , Long Island -Nassau, has been named to the board of directors of the EDO Corp. He is vice
president - finance and treasurer of the
Corporation.

�

Michael J. Pollock, Syracuse, is now
treasurer of Fulton Savings Bank.
E

`�

DeHAVEN
Fort Wayne

Gail W. Haas, Susquehanna Valley, is
now manager, industrial accounting, at
GTE Sylvania.

NORTHAM
New York

Charles R. Chambers, Toledo, has been
appointed controller, Consumer and
Construction FRP Marketing Division,

Donald C. Darling , Mohawk Valley,
was promoted to manager — corporate
accounting at Special Metals.
Robert Northam, New York, was named
senior vice president and chief financial
officer, and Robert Amick, vice president and controller, at J.C. Penney &
Co.... Judith A. Nadzick was elected
vice president and assistant treasurer,
Gu l f & West ern In d u s t ri es , In c.
... John Rozsa is now an assistant vice
president and corporate tax manager
with the holding company of First Jersey National Corp.

Thomas Martin, Phoenix, has been apJ. E. Feeney, Louisville, has been ap- pointed executive vice president of fipointed vice president and treasurer of nance and administration at Ramada
Devoe & Raynolds. In addition, he was Inns, Inc.
appointed chairman of the Corporate
Mark Heier, Red River Valley, has
Man agement Informati on Systems
joined Twin City Construction Co. as
Committee and continues to serve as ascontroller.
sistant secretary of the corporation....
John M. Hardin is now accounting of- Thomas C . Hostutler , Roanoke, was
fice manager at Flav -O -Rich, Inc., a elected vice president and comptroller
subsidiary of Dairyman, Inc.
of the Norfolk and Western Railway
Co.... At J. W. Burress, Inc., Richard
George M . Hennen , Member -at- Large,
S. Dudley was elected to the board of
was appointed vice president of finance
directors, and Steve M. Reynolds was
and chief financial officer of Syquest
named assistant secretary.
Technology.
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resourceful:
Talented, mot ivated
professionals.
They are yo ur most
valuable resource.
We know how
to identify
and att ract t hem.

The Foster McKay Group
535 Fift h Avenue, New York. NY 10017
30 Vreeland Road, Florham Park, NJ 07932
1275 Summer Street, Stamford, CT 06905
3255 Wilshire Blvd l m Angel es, CA 90010
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Industrial Operation Division of Owens
Corning Fiberglas Corp.... Donald N.
Schnell has been named manager of financial services for Doehler- Jarvis Castings division of NL Industries, Inc.
Robert Wiskeman, Virginia Skyline, has
been named treas u rer of Wamp l er
Food, Inc.
Robert Schultz, Washington, is now director of contracts and materials management of CL Rail Trucks, Inc.
Daryl Blick and Ellen Vanderburg,
Wichita, have been promoted to managers with Fox & Co.

Emeritus Life Associates
Glen E. Averyt, Denver.
Stephen L. Bires, Dallas.
Emmett L. Cruise, Ro a no ke past
president.
E. P. Drummond, Member -at- Large,
South Africa.
R. A. Ferrante, Pennsylvania Northeast,
Raymond C. Fritz, Syracuse.
Robert R. Geddes, Princeton.
Joseph A. Kennedy, Worcester Area.
Stanley E. Newman, New Haven.
India Philley, Greater Ozarks
Charles F. Ridenour, Mason - Dixon.
David F. Robertson, Dallas past presi-

dent; past national director, 1969 -71;
past national vice president, 1971 -72.
Stuart Cameron McLeod Society.
Alfred J. Roth, Denver.
Milton L. Schuller, Baltimore.
Bernard H. Semler, Illinois Northeast,Raritan Valley past president; past national director, 1957 -59; past national
vice president, 1959 -60. SCMS.
Ellsworth L. Sherman, Toledo.
John P. Stevens, Harrisburg Area.
Donald R. Weber, Reading.
Harold A Wendorf, Member -at- Large,
USA.
A. Whitmer Weigel, Elmira Area past
president,

In Memoriam
Thomas J. Callahan, 62, Cleveland,
1947.
Lawrence H. Camp, 66, Richmond Jackson, 1949. Emeritus Life Associate.
Robert I. Fletcher, 83, Hampton Roads,
1929. ELA.
J. L. Hanson, 54, Florida Gulf Coast
past president, 1959.
J. L. Hawreluk, 56, Detroit, 1956.
J. H. Lafferty, 56, Dayton, 1965.
William A. Reville, 72, Bangor- Waterville past president 1946. ELA. SCMS.
R. W. Rush, 73, Providence, 1945.
Ted Shurtleff, 57, Los Angeles, 1969.
Wilbur T. Stoekham, 63, Syracuse,
1947. ELA.
A. H. Struck, 64, Orange County, 1955.
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more descriptive if it had read "What
Are 100 Judgmentally Selected Women
Accountants in Dallas /Ft. Worth Really Like ?"
The article is misleading in several
instances:
1. A study which is based upon such
a limi ted an d judgmental ly sel ected
sample should not be used to form conclusions, even o nes which are not
absolute.
2. It is misleading to compare the results of an unscientific study with those
of other surveys which may or may not
have b een based upon prob abil ity
theories.
3. Means and averages developed
70
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from studies which were not based upon
probability sampling are not meaningful. As stated in Statistical Techniques
in Business and Economics, a commonly
used statistics textbook, "the main disadvantage of nonprobability sampling is
that the reliability of the results cannot
be accurately measured."
4. The article states "women accountants ten d to join gro ups t o a much
greater degree than the `typical woman'." This is hardly surprising since the
entire sample was drawn from woman
accountants who belonged to at least
one group.
5. The study shows that female accountants are not only less intelligent
than male accountants, but also less intelligent than the female population as a
whole. Considering 69% of the sample
held bachelor's degrees, this does not
seem reasonable.
As a member of t he Des M oi n es
chapter of NAA, I am dismayed that
M A N A G E M E N T AC C O UNT IN G wo u l d

lend creden ce to su ch an article b y p ub li s h in g it w i t h o u t a n y q u a l i f y i n g
com m ents.
Patricia A. Kurt

cred it and loyal, com petent em ployees
are a sm all business's greatest assets. If
yo u ab use th em , you lose them .
Nicholas A. Ross
Fairfax, Va.

Gettin g Stu d ents Down to Business
I recen tly finished te ac hing a n M BA
evening graduate course in Corporate
Fin an cial Managem ent for Golden Gate
Un iversity o f San Francisco. The t extbo o k I u sed was Financial Management
Th eo ry a n d Pract i ce by E u g e n e F .
Brigh a m . Fo r ho m e st u d y I assigned
ch ap ters, q u estions, problem s, and nine
case stud ies. I also gave m id -term and
fin al ex amin ations.
As p ar t o f t he m id - ter m , I used 22
mu ltip le- ch oice questions from the Certifica te in M a n a g e m e n t Ac c o u nt in g
bu sin ess fin ance exam inations for June
19 8 0 a n d Ju n e 1981 to show the stud en ts wh a t t he CMA ex am inat ion was
lik e. I h a d t old t he m in ad van ce th at I
was go ing to do this.
Of n in e graduate students, the highest
gr ad e o n th ese multiple- choice ques-

tions was 64 %. This really shook up

these students because as pre- requisites
to my course they had already taken
and passed Principles of Financial Accounting, Managerial Accounting, and
Introduction to Business Finance.
I recommend that other instructors
use this technique to get their students
down to business.
Kenneth W. Huffbrd
Lafayette, Calif.
P.S.: In all of the courses that I teach, I
► ► 73
CMA Exam Project Manager
The Institute of Manage ment Acc ounting
of the National Association of Accountants
has an opening for an Examination Project
Manager. Responsibilities will include
contribution to the development, preparation. and administration of the Certificate
in Management Accounting (CMA) examination. A Masters Degree, a professional
accounting certificate (CMA is preferred),
business experience, and teaching assignments in management acc ounting are required. Qualified candidates should send
their re sume s to Dr. Ka rl E. Reichardt,
Ma na ger of Examinations. Institute of
Management Accounting, 215 City Center
Building, Ann Arbor, Michigan 48104.

Des Moines, I owa
The aut hors p oin ted ou t th e limit at io ns
to t heir st udy thus: "Beca use our sample
was geographically restricted to southern
women acco un t an ts i n the Da llas -Fort
Worth area, rea d ers sh o u ld be ca refu l
not t o draw a bso lu te co nclu si o n s fro m
the study. " Eds.

Accountants:

WORK FOR
YOURSELF

Start your own bookkeeping, account- service over 22,000 monthly business
ing and tax service practice. Our ad- clients.
vertising and marketing system helps CO M P U TER IZ E D SU P P O R T
you get clients. Our proven COMPRE- Our large scale computer quickly and
HENSIVE ' accounting system helps efficiently provides your clients with
you profitably service those small and complete financial data —every month.
medium -sized businesses.
Learn more about how you could

Better Solutions
Regarding th e May Sm all Bu siness Co lum n, I take e x cep tio n with th e fo llowing suggestion s:
1, Ta ke c as h d isco u n ts even if y o u
are not entit led to th em .
2. In ord er to im p ro ve yo ur short term cas h flo w, u se a ch a n g e in a d isbursem ent system to d elay yo u r p ay ro ll
on a one -time basis.
As m a n a g e m e n t a c c o u n t a n t s , we
need to offer o u r sm all b u sin ess clien ts
a n d / o r e m p lo y e r s b e t t e r s o lu t io n s
(long -term p lan n in g in o rd e r t o a n ticipate problem s and take step s to alleviate
their im pact) . Th e ab o ve " su ggestio n s"
shou ld only b e t ake n w ith the greatest
reluct ance an d as a last resort! Go o d
MANAGEMENT ACCOUNTING /SEPTEMBER 1982

TH E S YS TE M
start or expand your own practice.
A marketing and accounting system CA LL V . A. C O X TO LL F RE E

which has been perfected through 32
years of experience . . . allowing
COMPREHENSIVE accountants to

(800) 323 -9000
Anywhere in the Continental U.S
Illinois residents call collect: (312) 898 -6868

Please send me more information about COMPREHENSIVE Accounting, the nation's
t largest accounting franchisor of its kind.
NP-8
' Na m e

-

-

— '

' A dd re ss
' city
' P ho ne

State
—

-

-

Zip

_

(Best time to call)
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accounting

'

'

2111 Comprehensive Drive, Aurora, Illinois 60507
MA ,,

L

corporation

Offic ial T ab ulato rs fo r th e Natio nal Ea s t e r S eal T a let h m
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Management
Information
Systems
644-4
line regulators may be in order. These
devices will boost the voltage when it
falls below standard levels and will
suppress it when it goes above the
upper limits. One of these will range
from $300 to $600. More sophisticated devices such as power systems
are available at higher prices. The latter devices are the most expensive
and are only employed for the more
sensitive installations.
High t emperature d ramatically
shortens the life of electronic components; therefore, it is essential that a
computer not be abused by operating
it at a high temperature. Air conditioning is highly desirable, although not
absolutely essential if computing activities can be stopped when the temperature gets above 80° or so. Consis tent ly using a comp uter at
temperatures of 90° or more will send
it to an early grave.
Dust is a mortal enemy of computer
systems. It can damage keyboard
contacts, printer mechanisms, but
most of all magnetic media. A side
benefit of air conditioning is that the
air conditioning system also filters
dust from the environment,
It's serious enough when a floppy
or flexible disk is "trashed" because
of dust contamination, but it is a real
tragedy if dust invades the environment of a hard disk and causes it to
crash. The hard disk is particularly dependent upon clean air within its enclosure. As the disk whirls at very high
speed, the recording head that reads
and writes data to and from the disk
floats on a cushion of air. This cushion is so thin that a microscopic piece
of dust can cause the head to crash,
damaging both the head and the disk.
A computer must have adequate
room because all kinds of things tend
to accumulate around them while they
are in use. Instruction manuals, computer- generated reports, and data
disks, are just some of the things
which tend to spread like kudzu vine
(crabgrass for those who have never
been in Tenn es see, Mississippi,
72

Georgia, or Alabama) over the office
interior.
Placement of the computer in its
own room with adequate work tables,
chairs, files, and so forth will make the
clutter problem manageable. Keeping
the door to the room closed will also
discourage unauthorized visitors and
thereby keep down the risk of either
accidental or malicious damage to invaluable data files. Providing the computer with its own room is the cornerstone of any organization's adequate
internal control system.
Plan from the outset on purchasing
enough supplies, including magnetic
media and paper, to accomplish the
tasks at hand.
A supply of disks will be a major
added cost because of the quantity
required. Consider an accounting system that requires 20 different data
files. If the system, when in operation,
employs the familiar grandfather -father -son rotation for back -up copies,
there is an immediate requirement for
60 floppy disks. Every new application
will bring an additional requirement for
more and more disks.
Even if a hard Winchester -type disk
is installed, there still will be a heavy
demand for floppy disks or some other magnetic media for the purpose of
making backup files. The potential
cost of permanent loss of data is so
great that users should never skimp
on these supply costs.
File or vault space should be provided for the protection of backup
copies. Fireproof files and off -site
storage in bank vaults are commonly
employed.
El

Management
Accounting
Practices
84/
cations captioned FASB Viewpoints,
Paul Kolton, chairman of the Financial
Account ing St an dard s A dvis ory
Council, reported on the results of a
survey taken among its 38 members
of their individual views as to the relative priorities of issues on the Board's

agenda and suggestions concerning
other matters that should be given
consideration. Regarding the conceptual framework project, the comments
of council members reflected a postive view of the Board's progress and
its efforts— although there was a minority view that expressed reservations. One clearly discernible thread
among the comments was a feeling
that the accounting recognition project should be accelerated because a
number of unresolved accounting issues appear to depend on the decisions reached in this part of the conceptual framework project.
In response to a request for their
assessment of priorities to be given
four major agenda projects, "Accounting for Income Taxes" received
the highest priority in the voting by
Council members (high 23- moderate
6). Trailing the income tax project in
priority were "Employers' Accounting
for Pensions" (21 -7), "Financial Reporting by Private and Small Public
Companies" (13 -9), and "Project on
the Reporting Entity" (8 -18). Six additional matters not on the Board's
agenda but which Council members
have suggested from time to time received the following ratings: "Accounting for Leases" (high 12- moderate 9), "Accounting for Business
Combinations" (8 -15), "Accounting
for Inventories" (9 -13), "Accounting
for Depreciation and Fixed Assets"
(8 -11), "Impairment of Long -Lived
Assets" (6 -10), and "International
Harmonization" (2 -8).

NAA Participates in Research
Twelve research projects are now being conducted for the purpose of assessing the effects of FASB Statement No. 33, Financial Reporting and
Changing Prices. These projects will
provide the Board with information for
its review of FAS 33, which was issued in 1979 as an experimental standard. One of the projects is being undertaken joint ly b y NAA and t he
American Appraisal Co.; it focuses on
the type of current cost or current value information that is required to be
presented or that is routinely developed in certain foreign countries and
how it differs from information pre-
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sented in the United States. Countries
to be studied include Great Britain,
Canada, Mexico, and Venezuela. Results of all the research studies will be
discussed at an FASB conference on
Ja nua ry 6 and 7 , 1983, in White
Plains, N.Y.

SEC Staff Bulletin 45
The Securities & Exchange Commission issued a Staff Accounting Bulletin that discusses the presentation of
pro forma financial information dealing with significant adjustments in officers' salaries that may occur in connection with certain business
combinations. It is the staff's belief
that, when a business combination
accounted for as a pooling of interests involves a closely -owned and
managed organization and a new employment contract substantially
changes officers' salaries, the financial statements of the combined enterprise may be a poor gauge of future operating results and may well
need to be supplemented by pro forma information that reflects the salary
changes following the merger.

chasing, or someone in authority that
their company is being blackballed because of their accounting department.
Also, a number of the clients have simply discontinued giving discounts for
this exact reason . Fortunately, most
smaller businesses do not practice this
method; most violators are the larger
firms.
Second, the payroll system change is
just stupid . If you want to change, fine.
If you want to go to a one week delay,
fine. But the together routine is nonsensical . If it is a small company, how can
th e s um be si gn i fi can t ? Relatively

Letters
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stress the benefits to be derived from
membership in NAA.

A Better Method

Now — the new 1982 edition of
THE indispensable reference for financial
executives and accountants ... revised
... reorganized ... easier to use than ever before!

Financial
Accounting
Standards Board

,

ACCOUNTING
STANDARDS
Volume 1: Original
Pronouncements 2AX)pp.

Two of the techniques listed to help the
cash flow leave me cold , especially if
they are part of a formal CEP course.
First, taki ng di scou n ts even i f no t
earned is immoral if not illegal. Worse,
it could mean a complete cutoff from a
key supplier. If you cannot set your systems to process the payments on time,
then to wait and see who will charge
back and who will not is nothing but
fraud . I wonder how this will rank in
the ethics section of the CMA exam.
No wonder business gets a black eye
with procedures like this. I handle this
method with my clients very easily. We
warn once, we cut off the second time
and advise the company president, pur-
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speaking it might be, but not in absolute
terms and especially not worth the hassle of all the personnel problems it will
cause. If the company is so bad off it
has to use this method, it should simply
close down.
Stretching cash is an art and the techniques listed are meaningless to the novice. Knowing the vendor, your company's position with the vendor, the items
involved, and other factors having little
or nothing to do directly with accounting are what separate the successful
company from one which flounders. As
100-10- 75

Volume 2: Current Text

l,?alpp.
About the
F in a n c ia l A c c o u n t i n g
S t a n d a r d s Bo a r d
Since 1973, the FASB ha s
be e n the de s igna te d o rga niza t ion in the pri va t e s e c t or
for e s tablis hing s ta nda rds of
fina nc ia l a c c ounting a nd re p o r t i ng . T he s e s t a nd a r d s
are, in eff ect, rules governing the pre pa ra tion of a ll
audited financial repo rts in
the U.S. a nd a re officially
reco gnized as authoritative
by the SE C a nd the AIC PA.
McGraw -Hill Book Company
1221 Avenue of the Americas
New York, NY 10020

N o f i na nc i a l e xe c u t i v e o r a c c o u n t a nt c a n a f f o r d t o
b e w i t ho u t t hi s a u t h o r i t a t i v e r e s o u r c e i s s u e d a n d
upda te d a nnua lly by the pre s tigious FASB . . . a nd no w
a va ila b le from Mc Gra w -Hill. It i s a bi bl e fo r e v e r yo ne
inv olv e d wi th fi na nc i a l re p or ts a nd t he vi ta l de c i s io ns
ba s e d on the m.
T he fir s t vol ume , O r i g i n a l P r o no u n c e m e nt s , c o n ta ins a ll t he FA SB a nd AIC PA pr onounc e me nts a s the y
we re origi na lly is sued, inc l uding t he F ASB Sta nda r ds ,
Inte rpre ta tions . a nd te c hnic a l Bulle tins . Volume 2, C urr e n t T e xt , re wo rk s a nd s t re a ml ine s this ma te ri a l a nd
pre s ents it in e a s y -to -find, easy -to-us e form . . . all cross r e f e r e nc e d t o t he O r i g i na l P r o no u nc e me n t s , s o y o u
c a n q u ic k ly lo c a t e b o th the or i gi na l s t a nd a rd a nd t he
ba c kground re a s oning for it.
Revis ed, a nd wi t h ne w f e a t ur e s f o r e a s i e r u s e , bo t h
19 82 v o lu me s a re c o mp le te l y up t o d a t e — t he y e ve n
inc lu d e F A SB S ta t e me nt N o . 6 1 . In t he O r igi na l Pr o no unc e me nt s y o u' l l f ind a ne w, mor e c omp le te ind e x. . .
ne w c hronologic a l lis ts to dire c t you to the mos t c urre nt
p r o no u nc e me nt . . . a nd t ints, s c r e e ns, a nd ho ld ty pe to
highlight ke y ite ms a nd point out c ha nge s. T he C u r r e nt
Text offe rs a ne w fa st - ac ce ss a lphabetic al a rra ngement of
s ubje c ts . . . a ne w glos s a ry . . . a ne w, mo re c onve ni e nt
nu mb e r ing s ys te m ... c onc i s e s umma rie s a nd lis tings of
sourc e s a t the s ta rt of e a c h s e c tion ... and a new s tep -bys t e p f lo wc ha rt c he c k li s t t o ma k e s u re not hi ng i s ov e r .
looke r/ whe n pre pa ring fina nc ia l re ports .

r At-your
- -bookstore...
- - - -or-use- this
- -coupon
---- - - - McGraw -Hill Book Company
PO. Box 400, Hi htstown, N.J. 08520
,■n
Please send me the volumes checked for 15 days on
approval. At the end of that time I will pay for the book(s)
I keep, plus tax, postage, and handling, and return any
unwanted book(s) postpaid.
I
FASB: Original Pronouncements as of 6/1/82
(020821 -2) $22.50
FASB: Current Text as of 6 1 82
(020822 0) $24.50
Name

I

I
Address Apt.

I

City'State'Zip

I
23 -E829- 4423.3 J
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The National Association of Accountants
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invites you to attend

* * * * * * * * * * * * **

THE 4th ANNUAL
CONTROLLER'S
CONFERENCE
SPECIAL FEATURES:
Monday, November 8, 1982
Keynote address: Challenges for the Financial Manager
in Today's Environment.
Feature addresses: The Money Market Revolution
and International Business —West Virginia Style
Tuesday, November 9, 1982
Workshop /Panels on: Asset Redeployment/
Contemporary Accounting Issues /Inventories— Financial
Management Through MRPII.
Feature addresses: No Way to Run a Railroad and
Current Developments in Labor Relations.
Wednesday , November 10, 1982
Feature addresses: Accounting Control Guidelines for
the Corporate Financial Manager and Interfacing with
the Standard Setting Process
Panel: Accounting Standards Overload

SPEAKERS WILL INCLUDE:
Hays Watkins, Chairman & CEO
CSX Corporation
Joseph E. Connor , Sr. Partner & Chairman
Price Waterhouse
William Donoghue , Executive Director
Cash Management Institute
Frederick S. Gilbert , Jr., Executive Vice President
Citicorp Industrial Credit, Inc.
Leonard Harvey , President
Borg - Warner Chemicals
Duane R. Borst, Comptroller
Inland Steel Company
Howard L . Siers, Assistant Comptroller
E. I. du Pont de Nemours & Co.
Paul Kolton , Chairman
FAS Advisory Council

NOVEMBER 8 -10, 82
THE GREENBRIER
WHITE SULPHUR SPRINGS,
WEST VIRGINIA
REGISTERNOW... PHONE(212)754-9758FORIMMEDIATECONFIRMATION
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an example, if the vendor cuts off the
25th, be sure purchasing does not receive orders from the 20 -25th but has
them dropped in on the 26th (shipped
from the vendor.) Production has to be
geared for this but it can work most of
the time if your key people are involved
in the planning. It also helps on keeping
inventories down. This is a much better
method for all concerned and does not
involve the dishonest method of taking
past due discounts.
Jerome L Levey
Beaverton, Ore.
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Opinion
6❑ 41-4
late the ancient Roman god, Janus,
who faces forward as well as backward, Th e man agement acco u nt an t
must learn to feel as comfortable
looking into that always cloudy future
as he is preparing last period's financial statements. Less and less the
historian; more and more the futurist_
This transition is rarely easy, but it is
n eces s ary if the ma n a ge men t ac counting profession is to become the
vital cog in business success that it
can be.
❑

Data Sheet
22-4-4
Touche Ross & Co.... Dr. Herbert E.
Miller, director of the School of Accounting, University of Georgia, has
been elected to the Accounting Hall
of Fame at Ohio State University. , . .
Laventhol & Horwath has merged
with Solomon, Finger & Newman of
Los Angeles, which represents major
clients in the motion picture and television industries .... Peat, Marwick,
Mitchell & Co. has established a new
specialized practice to provide accounting and auditing services to high
technology businesses .... About
30% of computer applications include
programming errors which can cause
widespread mayhem, says the EDP
Auditors Assn., Inc.
E
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Managing Corporate Energy Needs:
The Role of Management Accounting
by Harold E. Wyman and J. Edward Ketz
For the first time, NAA is publishing a study describing how management accountants can help pilot their companies through the energy crisis.The 116 -page book,
titled Managing Corporate Energy Needs: The Role of Management Accounting, is
by Harold E. Wyman, professor of accounting at the University of Connecticut, and
J. Edward Ketz, assistant professor of accounting at Pennsylvania State University.
They asked three questions: Should corporate management give special attention
to energy needs? Is there a role for management accounting in this process? If so,
what? Answers to the first two questions were "yes" based on results of a mail survey
and visits to selected companies. To find out how management accountants can help in this vital area, you
Order your copy today
will have to read this book.
This pioneering publication will help you evaluate
$ 1 095
your company's energy programs, find new ideas for
energy co nservation and improve your company's
capital expenditure process.
Prepaid only —Mail this form
and remittance to:
National Association

116 pages

per copy

10°1 Discount to members

Please send Managing Corporate Energy
Needs: The Role of Management
Accounting to:

of Accountants
919 Third A venue
New Yo rk, N.Y. 10022
Att: Special Order Dept.

Name
Company
Address

l
Me m b e r No .

❑ ❑Nonmember
I-1 Send NAA membership
information

City

State

Zip

Price: $10.95 (10% d;scount to member - $9.85)
Quantity:

Amount $

MA 9182
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New Products /Services
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From North- Holland Publishing Co.
co mes a n ew i nt ern at io nal j ou rn al ,
Computers & Security, devoted to the
study of the financial and technical aspects of computer security. For a free
copy of a recent issue, write to Han van
Eybergen, Jou rnal Manager, North Holland Publishing Co., P.O. Box 103,
1000 AC Amsterdam, The Netherlands.
Requests should be written on official
letterhead.

The Panasonic Automatic Document
Feed has been developed by the Copier
Products Division of Panasonic Industrial Co, to increase the productivity of
the Model FP -3001 office copier and
eliminate the need for additional copier
units. Ori gin als are l oad ed int o t he
Automatic Document Feed, which inserts them into the copier for reproduction; an operator has no need to stand at
the copier and hand -feed originals into
the unit. The auto document feed will
hold up to 50 originals and multiple
copies can be produced at the rate of 30
letter -sized copies per minute. For further information phone Ron Tomczyk,
(201) 348 -7183.
Advertisers' Index

.

.

.

A compact, one -piece pushbutton telephone that can automatically dial up to
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The PERTEC 3000 microcomputer system has been unveiled by the Data Systems Divi si on o f Pertec Computer
Corp. The system can support up to 16
user termi nals, mo re t han 1 Mb of
memory, multiple concurrent printers,
and more than 130 Mb of storage. Designed for small and medium -sized business, it is intended to augment the need
for access to mainframe computers and
for time - sharing computing functions
by providing on -site localized capabilities. Its multiple expansion options allow users to begin with small configurati on s an d grow i n cap ab i l i t y o n a
step -by -step basis. Phone Ted James,
(714) 540 -8340, ext. 4631.

&

A new Online General Ledger Accounting System designed for businesses with
sales in the $15 -400 million range is
now available through ADP Network
Services, Inc. Developed to be controlled by accounting managers who
may have little or no data processing experience, the system can be customized,
so financial managers do not have to alter their accounting methods to use it.
Users can create both financial and performance ratios, and have them automatically calculated and included in
management reports. Features include
chart of accounts flexibility, 24 -hour access to information, two levels of security, on -line entry and immediate valida-

W & H Systems, Inc. has developed an
"error- free" warehouse receiving and
inventory tracking system designed to
improve profits by reducing shrinkage
and eliminating receiving - record errors.
The new system instantly updates receiving and purchasing order files, permits the use of 90% of available capacity, offers i mmediate access to every
stock item, and reduces time and improves accuracy during the taking of
physical inventory. Error -free identification of inbound material and storage
locations are achieved through the use
of scanners and mini - computers. A description of the system is available in
Bulletin #823 from W & H Syst ems,
120 Asia Place, Carlstadt, N.J. 07072,

24 phone numbers, recall lines that are
busy or do not answer, help shrink long
distance phone bills and reduce dialing
errors h as b een in t ro d uced b y The
Phone Line, Inc. The new Recall Phone
can save both time and money and can
be connected in an instant to replace either rotary dial o r p ush but ton telephones. Microcomputer - controlled, the
telephone offers extra savings for users
with substantial long distance bills and
also saves by doing away with monthly
phone rental charges. For rates and other information phone Donna Gentry,
(408) 866 -4292.

.

F ro m Republic Technology Corp.
comes the Standard Cost System for the
1980s, designed to fill the cost accounting needs of companies in the process
industry. The system supports basic accounting requirements; it can evaluate
inventory, develo p dep artmen t an d
product costs, measure profits, and provide control data for decision- making.
Material usage, efficiency, delay and
spending variance reports are provided
separately for each management level of
the company. The system also can isolate inflation effects in monthly budgets
and separate volume /fixed cost impact
from controllable variance. Phone Vic
Locasio, (216) 622 -5355.

tion of information, and complete audit
trails. Phone B rian Hamilton, (313)
769 -6800.

.

Qantel Business Computers, a Mohawk
Data Sciences' subsidiary, has introduced System 64, the first computer designed for business applications using a
fast - access, 64 bit -wide byte aligned
memory path. Ideal for businesses requiring large quantities of on -line data
available t o mul tiple users simultaneously, the system can support up to
100 workstations, 30 printers, and eight
data communication ports. It has been
designed to provide maximum growth
potential for Qantel's vertical software
packages, which are directed to such industries as manufacturing, retail, paper
distributing, hotel, food brokerage, shoe
retailing, electrical wholesaling, sports
team management and transit management. Phone (415) 887 -7777.

Madeline Krakowsky, Editor
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Cyborg Systems
offers a free education
The seminars will give yo u the o ppo rtunity to learn
abo ut the system that serves over 4,000
co mpanies and o ver 4,000,000 emplo yees.

Cybo rg has created the most co mplete and
flexible on -line payro ll /perso nnel system on the
market.

S ign up no w to learn ho w we ca n ser ve yo u — a
free educatio n fro m Cyborg Systems.

r

Yo u can no w take advantage o f tuitio n f ree
seminars given by the leader in payro ll /perso nnel
sof tware.

203))
TERN
222.0870
REGION
0
Albany. NY Oct. 5
Allentown, PA. Oct 12
Atlanta, GA Sept 21
Atlantic City, NJ Sept 29
Baltimore, MD Sept 21
Boston, MA. Sept 14
Buffalo, NY Sept 15
Charleston. WV Oct 13
Columbia. SC Sept. 23
E. Brunswick, NJ Se t 30
Greenville. SC Oci 7
Harrisburgh, PA. Sept. 28
Hartford, CT. Sept 16
Hempstead, NY Sept 21
Jacksonville. FL Sept. 14
Manchester, NH. Oct 12
Miami, FL Set 15
New Haven. CT Sept 28
New York City, NY Sept. 14
Norfolk, VA. Sept 16
Philadelphia, PA Sept 15
Portland. ME Oct. 13
Providence. RI Sept. 21
Raleigh, NC. Sept 28
Richmond, VA Sept. 23
Roanoke, VA Oct 6
Rochester, NY Sept 14
Rye. NY Sept. 23
Saddlebrook, NJ Sept 28
Savannah. GA Sept 22
Springfield, MA Sept. 23
Stamford, CT Oct. 7
Syracuse, NY Sept 30

EASTERNREGION
Continued
Tallahassee, FL Oct. 12
Tampa, FL. Sept 16
Washington, DC. Sept 30
Wheeling, WV. Oct 14
Wilmington, DE Oct. 5
Winston Salem, NC. Sept 29

CENTRAL REGION
Continued
Pittsburgh. PA Sept 16
San Antonio, TX Sept 15
Shreveport, LA Sept 29
St Louis. MO Sept 28
Tulsa. OK Sept 23
Wichita, KS Sept. 30

312)) 454.1885
ENIAAL REGION
Amarillo, TX Oct. 13
Austin, TX. Sept 16
Chicago, IL Sept 23
Chicago. IL Oct.8
Cincinnati, OH Sept. 30
Cleveland, OH Sept 28
Columbus, OH Sept. 29
Dallas, TX Oct 7
Des Moines, IA. Sept. 23
Detroit, MI Sept. 15
Houston, TX Sept 14
Indianapolis, IN Oct. 12
Jackson, MS. Sept. 30
Kansas City, MO Sept 29
Little Rock, AR Sept. 29
Louisville. KY Oct. 13
Madison, WI. Sept 16
Memphis, TN Sept. 28
Milwaukee, WI. Sept 14
Minneapolis, MN. Se 1. 15
Nashville, TN Oct 12
New Orleans, LA Oct 6
Oklahoma City, OK Sept. 22
Omaha. NE Sept 22

(714) 955 -0870
WESTERNREGION
Albuquerque. NM Sept 15
Anchoragpe,AK Oct 21
Boise, ID. Sept 15
Cj of Industry, CA Oct. 6
Colorado Springs, Co Sept. 22
Denver, CO. Sept 23
Honolulu, HI. Oct 19
Las Vegas, NV Sept 21
Long Beach. CA Oct. 13
Los Angeles, CA Oct 7
Oakland, CA Oct. 13
Ogden, UT Sept 29
Phoenix, AZ Sept 16
Portland, OR. Sept 28
Reno, NV Sept. 22
Sacramento, CA Oct 6
Salt Lake City. UT Sept 30
San Diego,
Oct. 14
San Francisco, CA. Oct 5
SanJose, CA Oct 12
Seattle, WA Set 14
Spokane. WA Sept. 29

i _YES, 1_will attend.
_

I can't attend. Send information.

I
I
'
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Mail coupon and business card to
Cyborg Systems, Inc.
Attention: John Kluska
2 North Riverside Plaza
Suite 2160
Chicago, IL 60606
Name
Title
Company

I
I
I

L

Address

Phone
Seminar Date
eminar Location

gybopfSystems, Inc.
The Payroll /Personnel People
2 North Riverside Plaza, Suite 2160, Chicago, IL 60606 • 3121454 -1865
215 Main Street, Westport, CT 06880 • 203/222 -0870
2091 Business Center Drive, Suite 240, Irvine, CA 92715. 714/955 -0870
160 Valley Forge Plaza, King of Prussia, PA 19406 • 215/337 -2030
5501 L.B.J. Freeway, Suite 500, Dallas, Texas 75240 • 214/934 -0906
615 Pitt Street, Cornwall, Ontario, K6J 3R8. 613/938 -7431

1982 Cyborg Systems. Inc
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Recruiting is a skill all business people need but seldom learn.
How to interview

How to pick winners.
How to find the right chemistry.
From the smallest to the biggest company, everybody makes mistakes in these
areas.
Most can be avoided.
With the techniques Robert Half
reveals in his new 16 -page booklet, How To
Hire Smart.
It's distilled from 34 years of specialized experience in financial, accounting
and edp recruiting.
And it's yours free as soon as you call
any of the 80 Robert Half independently
owned and operated offices (look in the
white pages for our number, or
simply fill in the coupon below)

How to pick winners.

1. To get a winner, hire fast.
The good ones get other offers.
Make positively sure your winner
knows you're actively interested,
even if it's your first interview. You
seldom get more than one pass at the
best people.
2. Avoid the compromise candidate.
The more interviews, the greater the
chances you'll hire someone mediocre. Try
to cut down the hiring decision to one or
two people in your company.
3. To prevent the tendency to hire the
last person you interviewed, follow a rating
system and rate each candidate during or
after your interview.

This will stop you from making
another common mistake: hiring the
personable candidate instead of the
competent one.

The spec.alists in financial,
accounting and edp recruiting

for 34 years.

Robert Half pioneered the concept of
specialized recruiting. Because a specialist
does a better job.
His annual salary survey booklet has
become the standard guide of government
and business —since 1950.
In fact, when a Senate Committee
needed expert testimony on recruiting
practices in the accounting profession,
they called him.
With 80 offices in 3 countries,
the Robert Half organization is the largest. So it
I `
gives you the best choice
of first -rate candidates.
Which is why your
first smart hiring

decision may well be
to call Robert Half.
------ - - - - -,

lease send me your booklet How To Hire Smart.
(Mail this coupon to Robert Half International Inc.,
P.O. Box 4157,NewYork, NY 10163 )
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® accounUng, finanelaland edp personnelspeclaHsts
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1982 Ruben Half International Inc.
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