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IMMEDIATE,
PRECISE,
SECURE,
ON-LINE,
REALTIME,
ACCOUNTSPAYABLE
CONTROL.
NOW.

The new SOFTWARE INTERNATIONAL realtime Accounts
Payable System puts state -of- the -art technology to work in the
real world. Both data processing and accounting departments
can benefit directly.
Taking ad van tage of realtime capabilities, the package
enables accountants to get information they need, in the
format they are most comfortable with. Immediately. Because
the system is on -line, it frees data processing from the burden of continually generating and maintaining cumbersome,
costly reports.
Built -in on -line validation feature
the accou n tan t en ter d ata faster and r
accurately, with m ore assurance that d
sions are made with correct, up -to -d
information.
The sophisticated system archite
cure provides extensive security, an
coupled with instant, user - friendly in
quiry, improves overall control.
The new Software International
Accounts Payable System is compatible with a variety of hardware,
and addresses multinational as well
as domestic accounting issues. The
package interfaces with our popular

General Ledger and Financial Reporting System , forming a
comprehensive financial management structure. This powerful base can be enhanced further by adding our Accounts
Receivable, Fixed Asset, and Payroll /Personnel products.
For alm ost two decades, Software International Corporation has provided state -of- the -art software for business problem - solving. The solution is THE SOFTWARE,
financial system s that are an industry standard. Only THE
SOFTWARE gives you the confidence that comes from thorough training and documentation, stringent
ity control, and worldwide customer
port. As a wholly -owned subsidiary
General Electric Information Services
,mpany, Software International Corpora, is part of an international family of
lore than 5,000 computer and busi)ess professionals.
Call or write today and learn
more about our realtim e Accounts
Payable System. It's the latest reason
you can have confidence in every
package that comes from Software
International.
Corporate Headquarters: One
Tech Drive, Andover, MA 01810.

CONFIDENCE IN EVERY PACKAGE
CALL TOLL FREE 1- 800- 343 -4133
(IN MASSACHUSETTS 1 -800- 322 -0491)
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computer hardware so
:pensive and FAST -TAX such

history's most famous

runners. He ran the world".
marathon, delivered his me
sage, and fell down dead.
At FAST -TAX, this is not c
idea of what winning is all
about. We think what you
should be worth more that
what you pay.
Premise: Computer
time is cheaper than the
professional effort required
to calculate your company'
taxes by hand. But your
advantages with FAST -TAX
beyond this simple beginni
Start with Specialized
Systems. Virtually every foi
and schedule is lined up fc
you on the FAST -TAX syster

)argain. On -line, or "special
ielivery,"you gain access to
S millions of dedicated
equipment�—�without
technology owning you.
Integrated Processing
Saves Steps. With
FAST -TAX, the same data
base you create for compliance is up and ready for
tax planning. You can cut
pencil - pushing with
streamlined input options
and workpapers automatically cross - referenced. "Tax
logic review" is a given,
so diagnostics save you
trouble, step -by -step.
It shouldn't cost you more
to process tax information
than you can save in taxes,
administrative expenses,
professional time. So, run with FAST -TAX and see

You won't be dragging yoL
feet every time a law than
because across - the -board
compliance is up to FAST -TAX. So is system programming, riding herd on D.P technicians, and producing
laser -sharp final returns.
Keep Pace with Technology. At FAST -TAX, state of- the -art means ever - improving. That's what makes

what hundreds of corporate professionals have discovered at the finish.- leadership costs less.
That's where the winning comes in.
To get started: 214/934 -7000. (Ask for Pete Roberts.)
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Computerized corporate tax processing.

Running ahead.
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Dresser's Jack James: Rugged Individualist

23

By Kathy Williams and Robert L. Shultis
This recently retired CEO —long -time NAA member —has a passion for numbers and their
implications and believes that all persons in an organization's management structure
should understand some facets of accounting in order to be aware of the effects of their
actions on the company's bottom line. He implemented this philosophy in the organizations he served, and, as a result, most employees were able to function more effectively.

Managing
Information

Man vs. Computer: a Personal Success Story

30

By George C. Garrison
Okay, admit it —the personal computer bug has bitten you and the sting won't go away.
You keep catching yourself staring into electronics and computer store windows and wanting to go in. But wait, before you take the big plunge, prepare yourself by sharing the trials
and tribulations of this executive vice president who brought a small computer home....
Certificate of Merit, 1982 -83

Why Computer Conversions Are Tricky

36

By Timothy D. Chubb
The agony accompanying the installation of new computer systems can be avoided with
careful and knowledgeable planning and implementation. A company must work on the basis of its individual needs, choosing the right hardware and software and the right vendor,
providing training for its employees, and implementing documentation and security.

Redesigning Accounts Payable

42

By John F. Guldig
Hard -copy voucher retention has become unwieldy and unworkable for the corporation
operating in today's technological and high -speed information demand environment. The
benefits of redesign to a microfilm filing and retrieval system to provide complete, current,
and readily available information are described.
Certificate of Merit, 1982 -83

Microcomputers: Successful Management and Control

48

By Robert W. Backes and Robert J. Glowacki
Microcomputers can be the cure to many corporate data processing ailments, but without
adequate management and control they can make things worse. Schering- Plough Corporation's U.S. pharmaceutical products division has taken charge of its small computer explosion by developing a control guide for micro implementation and use.

Should You Convert to In -House EDP?

52

By Bart Johnson
Here is a model approach that addresses the often frightening task of converting from
service bureau to in -house EDP. The approach advocated is to work up adetailed financial
feasibility analysis, including P &L, cash flow, cost of money/ reinvestment, tax, and present
value considerations to determine whether in -house is an affordable alternative.

Plugging the DP Gap: Small Computers for Big Business

58

By Mark D. Mansfield
Now that some of the smoke has cleared from the bombarding of the market with microcomputers, financial managers are realizing there is a place for such systems even in the
biggest company. The systems analyst for Ashland Chemical Co. tells how to decide if you
need a micro and how they have helped his company.
Lybrand Bronze Medal Winner, 1982 -83
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The Right W ay to Design a Cost Accounting System

63

By Richard C. Bernheim
An Ernst & Whinney consulting supervisor explores the upfront requirements in cost accounting system design. His experience makes it clear that effectively determining the
system's purpose and for whom, how, and when information is needed is the first important
step down the long road to development success.
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NAA Publishes First Code of Ethics for Management Accountants 68
At a press conference in New York City, NAA introduced the first code of ethics for management accountants.

Standards of Ethical Conduct for Management Accountants

69

Text of NAA's historic statement on a code of ethics for management accountants.

Houston '83: the Annual Conference Story

72

By R.F. Randall
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The Certainty of Change in Ethical Standards

lo-

►

NAA recently conducted a very successful press conference in New
York introducing the "Standards of Ethical Conduct for Management Accountants" (see page 69). Both The Wall Street Journal
and The New York Times published excellent articles the following day and numerous other publications included coverage. A lengthy and spirited question
and answer session with about 30 media
representatives highlighted the briefing.
MAP Committee Chairman John Chironna, MAP Promulgation Committee
members Herbert Knortz and Herbert
Seiffert, Chairman Louis Vlasho, and Executive Director Robert Shultis represented our Association in an outstanding
CHARLES T. SMITH, JR. manner. The Chief Accountant of the
U.S. Securities & Exchange Commission,
President, 1983 -84
and NAA member, Clarence Sampson
also participated. At the press conference, I said the following.
NAA, the world's largest management accounting association,
with 95,000 members, believes that the recently adopted "Standards of Ethical Conduct for Management Accountants" will prove
very helpful to our accounting profession in determining and carrying out our role and responsibilities with respect to moral and ethical
attitudes and conduct in the business world.
We would be "sticking our heads in the sand" if we as accountants and businessmen did not realize that currently we have a serious problem which we must correct. Private enterprise is suspect
and under attack, and, together with a free press, independent corporations are the surest guarantee of a free society. I cannot overemphasize that restoration of ethical conduct internally, and public
image externally, is essential for the survival of free enterprise and
therefore for the survival of free societies. Prolonged public distaste
for the conduct of corporate executives can only result in increasingly stifling governmental regulation, probably followed by gradual
nationalization. The free enterprise system is vital to the economy
of America and the world. We must all work together to see that it
succeeds.
So what's the answer? I believe that people's values can be altered if society begins defining success in terms of personal integrity rather than in status and material possessions. We must make
honesty socially acceptable, and changing attitudes, adherence to
codes of ethical conduct, and peer group pressure can help accomplish this objective. NAA's new code of ethical conduct defines the
accountant's ethical obligations, provides support for accountants'
decisions on ethical matters, and applies an appropriate degree of
peer group pressure. Is success worth any sacrifice, including one's
ethical standards? I don't think so. I firmly believe that we will reach
a point where jobs are so difficult to get that we will have to have
new ways of defining success —and intellectual integrity will be the
most important factor.
A sudden upgrading of business ethical standards was triggered
85
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Opinion
Robert L. Shultis

Fallout from Statement 33
Controllers are, indeed, a conservative lot. Having been one myself for many years in a variety
of situations, I can testify that controllers are
most content when things are calm and the
only thing that changes is the onward and upward progression of the revenue and the net income lines. That's not the real world, as we all
know, so controllers must learn to cope with
change just as everyone else.
Not that they like it —and not that they don't
resist change until forced into it. They do —and
I did. All too clear (in my memory) even today is
the trauma —a fairly accurate description, I
think —that our accounting staff went through
when FAS 33, "Financial Reporting and Changing Prices," first was published. Clearly labelled
an experiment, it nevertheless raised more
questions and violated more accounting sensibilities than we thought it was worth. Wrestling
mightily with such problems as applying constant dollar or current cost measurements to
equipment that had been technologically superseded by new generations twice over (and
"where were we going to find the data anyway?"), my accountants were heard alluding
not too politely to the thought processes and
obscure parentage of the powers that be who
had inflicted the whole business on them.
That attitude was (and is) wrong —plain
wrong. It focused on the work involved (there
was a lot of it) and on the lack of precision in
the numbers all the work generated. What we
failed to realize was the significance of the
composite data which all this work has since
generated. That information is now starting to
appear and significant it certainly is —for business management, for investors, and most particularly, for those charged with developing
economic and tax policies.
The FASB recently reported (FASB Viewpoints, June 24, 1983, by Kristine Evans and
Robert Freeman) some of the disclosures of
the ongoing analysis of FAS 33 data reported
by some 1,300 large companies. A combination
of inflation and conventional (historical cost) fi6

nancial reporting has, according to this report:
• Masked the effect of the recession on reported results,
• Overstated operating income and return on
investment,
* Understated the real tax burden by about
40 %,
• Allowed companies to eat into their capital,
which will then no longer be available for reinvestment, largely without the general public, their investors or perhaps even their managements realizing it.
The numbers reported in the "Viewpoints"
are pretty scary and deserve to be read by all of
us— especially those of us who are management accountants. For example, "Tax expense
... claimed 65% of current cost operating income but only 42% of historical cost operating
income." And another "... Historical cost operating income as a percentage of stockholders'
investment . , . is five to eight times higher than
constant dollar and current cost measures of
ROL" There are lots of others in this very excellent analysis, but I'll mention only one more
and urge you to get a copy of the report and
study it in its entirety.
One exhibit shows the 1981 return on investment for 42 nonfinancial industries, computed
by the three methods referred to above —historical cost, constant dollar, and current cost.
One of those industries was gas utilities, an industry which affects us all. The figures were
composites of 19 companies in that industry.
The ROI, computed on a historical cost basis,
was 19.5 %. Not too bad. However, on a constant dollar basis, it was only 1.9% and, on a
current cost basis, was a minus 4.2 %. If I interpret this correctly, one of our basic energy industries disinvested by 4.2% in 1981, when the
data is calculated on a current cost basis. What
does that imply for the future of that industry, or
for the future trend of energy costs when replacement of existing capital goods is required?
Where are the investable funds going to come
from?
I don't presume to have the answers nor is
this the time or place to speculate. What I am
suggesting is that the information being developed through the use of FAS 33 data, however
imprecise, is valuable and, with greater experience in its use, should become more so in the
future. This does not mean I have converted to
current value accounting for primary financial
statements, but we accountants must recognize economic realities and strive to report the
changes going on around us.
FAS 33 has its flaws. It certainly is not the
final answer. But it represents a step toward
10-10- 71
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Management
Accounting
Practices
Louis Bisgay, Editor

Chironna Reappointed MAP Chairman
John F. Chironna (Westchester), director of accounting practices, IBM Corporation, was reappointed chairman of the Management Accounting Practices Committee for the 1983 -84 year.
New appointments to the Committee by President Charles T. Smith, Jr., are Henry R. Anderson (Orange County), director—, School of Accountancy, Universit y of Cen tral Florida;
Bernard R. Doyle (Connecticut Gateway), manager— corporate accounting services, General
Electric Co.; William J. Shannon (Rockford),
corporate controller, The Ingersoll Milling Machine Co.; and Arthur Wyatt (Member -at- large),
partner, Arthur Andersen & Co.
Continuing on the MAP Committee are Dennis R. Beresford (Cleveland East) partner, Ernst
& Whinney; Penny A. Flugger (New York), auditor, Morgan Guaranty Trust Co,; William J. Ihlanfeldt (Member -at- large), assistant controller,
Shell Oil Company; Earl R. Milner (Milwaukee),
vice president and controller, A.O. Smith Corp;
Bryan H. Mitchell (Chicago), controller, A.C.
Nielsen Co.; Allen H_ Seed, III (Boston), senior
consultant, Arthur D. Little, Inc.; and Robert B.
Sweeney (Member -at- large), Memphis State
Chair of Ac c oun t anc y, Mem ph is State
University.
Howard Siers (Delaware) and Stanley Pylipow (St. Louis) leave to become NAA national
vice presidents, while James Don Edwards (Atlanta Central) and Armin Tufer (Chicago) have
completed their terms on the Committee.

certain specified categories, this rule provides
that securities may be registered in an amount
which is reasonably expected to be offered and
sold within two years from the initial effective
date of the registration statement. The Commission's announcement points out that since
March 1982, 3,516 of the 6,443 registration
statements filed have been shelf registration
statements.
Rule 415, which is scheduled to expire on
December 31, has been subject to considerable criticism for allegedly lessening investor
protection and restricting smaller firms' access
to underwriting business. The Commission
hopes that comments to be received by September 12 that are based on experiences in
shelf registration filings will be useful in deciding whether the rule should be adopted permanently, revised, or withdrawn.

Inventory Tax Accounting
Changes Proposed
A bill (HR 3004) was introduced in the House of
Representatives that would amend the Internal
Revenue Code as to accounting for inventory.
The bill would change the rules in two respects.
Section 1 would permit FIFO basis taxpayers
to write down inventory to market value based
on experience. For example, as noted by Rep.
Jenkins of Georgia, a co- introducer of the bill,
"If .. _ a company can establish from its experience with inventories that if 20% of the widgets
it manufactures are not sold within two years of
manufacture, they are eventually discarded or
sold for scrap value, then 20% of its two -year
old widgets could be written down to their scrap
value_" In order to establish now that inventory
should be valued less than cost, a taxpayer
may be asked to demonstrate that (1) the items
have actually been offered for sale at a price
below cost or (2) the items have been sold at
less than cost within 30 days after the close of
the taxable year.
The second provision of the bill would permit
companies that change from the FIFO accounting method to LIFO to spread any resulting increase in income in the year of change over a
10 -year period without obtaining prior consent
of the Internal Revenue Service.

Task Force Reports
Shelf Registration Reexamined
The Securities & Exchange Commission announced it is soliciting comments on Rule 415,
the shelf registration rule, which relates to the
registration of securities to be offered and sold
on a delayed or continuous basis. Other than

The FASB task force on timely reporting guidance submitted its recommendations to the Financial Accounting Standards Board (MAP,
May '83). The principal conclusions of the task
force:
► ►71
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L Five years ago, I got fed up with slaving for a
salary.Now I'm aComprehensive" accountant, and I've
more than tripled my income!"—Joe Donahue, Denver, Colorado
I'm an accountant. And I'd
like to tell you about the
opportunities I found with
COMPREHENSIVE x'

I always thought my career
choices as an accountant were
limited to heading for one of the
"Big 8" firms, getting lost in a
corporation, or going it alone. I'd
always wanted to own my own
practice, but working for
someone else meant I didn't
have that core group of clients
to get me started.
Then I read about
COMPREHENSI VE' s nati onwide

network of independent local
ac co untants. L o cal to le t m e
ke e p in to uc h with m yse lf and
my m arke t, and natio nal to
pro vide all the back -up and
supp ort I 'd ne ve r have if I were
stric tly o n my o wn.

What Is COMPREHENSIVE?
COMPREHENSI VE I s the nati on' s

largest franchisor of bookkeeping, accounting and tax
services, with more than 22,000
small business clients of all kinds
handled every month with a
system developed through 32
years of successful experience.
Over 300 independent
accountants utilize
COMPREHENSIVE S centralized

about my career and my life.

What happened?

bec ame a C OMPREHENSI VE

affiliate and invested in my
future.
COMPREHENSI VE trai ned me to

use complete systems, from
marketing and sales through
production. The system is so
sound, it's almost incredible!
All the tools are there. You
don't have to be an inventor.
And I certainly don't consider
myself a super salesman. I'm
still nervous whenever I make a
new presentation.

What about money?
COMPREHENSI VE ac countant, my

salary was $20,000. That was
five years ago, when I was 31. So
you know I'm not a remarkable
genius.
I'm not one of those Harvard
B- School types either. My
degree is from Mankato State
College in Minnesota. And
believe me, there were times I
thought I'd never get through. I
finally did, though, in 1967, and
went to work as a n internal
auditor with Control Data.
Almost ten years and two
jobs later, 1'd had it. I was tired
of slaving for a salary and going
nowhere. The time had come to

computer system to provide
monthly services to their clients.
Fast. And with a lot fewer
headaches.
W ith C OMPREHENSI VE. I 'm

backed by a team skilled in
accounting systems, practice
management, sales and
marketing, taxes and more.
Plus a national advertising
program to attract and pre -sell
new clients.

N o w wha t ?
Obviously, you're not going to
rush out and invest in becoming
a C OMPREHENSI VE acc ountant

just on my say so.
So get the facts. Ask for
complete information on
earnings and profits of all
curr ent COMPREHENSIVE

accountants, including me, Joe
Donahue. There's no obligation
—and it could be the most
important move you'll
ever make!

Y

r

How many clients?
By now, you've probably
found the average COMPRE-

Back to money
In my first year, I attained 59
monthly small business clients
and was billing at an annualized
rate of over $5,500' a month.
By June, 1981, my client list
was up to 196 accoL,nts, with
annualized billings of $34,900' a
month.
Tha t mea ns an annua lized
gross of over $419,000' after
only five years.
Cash is important, and it has
to be there. But real success is
a lot more.
I'm my own boss. I work for
myself and own my own
practice. I'm building equity
for the future. And I have
employees who depend on me.
Best of all, I'm committed.
And I've proven a lot of things to
myself that I always dreamed
about.

Le ga le se
Can you do as well as I did?
There are no guarantees. There
are certain statements, though,
required by the FTC and state
regulatory agencies. So here
,.0 4 they are:

'These sales, profits or
a specific
franchise and sho uld not be
considered as the actual or
potential sales, profits or
earnings that will be realized
by any other franchise. The
franchisor does not represent
that any franchisee can expect
to attain these sales, profits or
earnings. There are currently
274 acco untants in the
franchisor's Associate and
Affiliate Programs. Mr.
Donahue is in the Affiliate
Program, which began In 1976.
Of all Affiliates in the program
who had completed at least
one full calendar year in
practice as of January 1, 1961,
9 of 58 individuals (or 16 %)
achieved annualized billings
in excess of $5,500 per month
during their first calendar year
in practice. Of the five
Affiliates in practice for at
least five years as of July,
1981, gross annualized
billings ranged from a low of
$153,092 to a high of Mr.
Donahue's $419,437 with a
median of $178,703.

earnings are of

I quit. And moved my family
to Colorado, where I hardly
knew a soul.
Most importantly, though, I

Before I became a

You mi ght say C OMPREHENSI VE

helps you be in business for
yourself without being in
business by yourself.

make a majo r d e cis ion — bo th

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

1

Call R. J. Thomas
Toll free (800) 323 -9000
Anywhere in the Continental U.S.
In Illinois, call collect (312) 898.6868

" A

HENSI VE ac c oun tant has a bout

90 clients. That's right-90
clients! And each one receives
close, prompt and personalized
monthly contact and service.
Many accountants in the
system have even more. In fact,
my own personal client list now
tops 190!
_

r = m= = = = = = = = 9
I d like to know more about my

' o p p o r t u n i t i e s a s a C O MP R E H E NS I V E a c c o u n t a n t !
Na me

'

Add re ss

' City
Ph on e

Joe Donahue, a
COMPREHENSIVE affiliate
in Denver. Colorado

'

State

Zip

_( B es l li me to c al l )

Mail to: Comprehensive Accounting Corporation
2111 Comprehensive Drive
Aurora, Illinois 60507 -1288

COMPREHENSIVE`

;
The�right�arm�of�America's�small�businesses.�Q�
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Management
Information
Systems
Gerald R. DeMaagd, Editor

The Psychology of Project Organization
The role of project leader is a difficult and challenging one, particularly when the project team
is drawn from, and works with, the existing
functional structure. The dynamic nature of
data processing and the requirements for
change associated with the implementation of
new computerized financial systems provide
many opportunities for the use of task teams to
achieve important objectives. These projects
are limited in scope and duration, but require a
diversity of skills from the participants. A project team operating in a matrix organizational
structure provides the advantage of focused attention toward achieving the project goal, while
temporarily drawing its resources from both the
finance and information systems departments.
Project management can be an enjoyable
and satisfying experience, but for many it is not.
What is needed, in addition to communication
and behavioral skills, is an understanding of the
process of how project organizations function,
and what a successful project leader does to
motivate the team members to accomplish
their goal.
It is true that the experienced manager may
have an intuitive understanding of the process
of project management gained from prior experience. But for the new financial systems project leader; the psychological model developed
by Karl E. Weick provides valuable insights into
organizing processes and relationships that
cannot be found anywhere else.*
Mr. Weick, now at the Cornell University
Graduate School of Business and Public Administration, has developed a formal psychological model for understanding how organizing
processes operate. His view is that we live and
work in an "enacted environment" to which we
then adapt. Enactment is a process of attention, a reflective glance which singles out some
10

portion of past experience for consideration in
the present_
This tool, the ability to bring past and present
actions into perspective, is a very important
one for the project leader to understand. Given
the dynamic nature of the project environment,
what actually happens is only partially under
the control of previously formulated plans.
Planning is important, and techniques such as
work breakdown structures and critical path
networks are useful tools when properly used,
but by themselves they will not ensure a project's success. There will always be unanticipated, random, and spontaneous events which
the original plan did not take into account. It is
the project leader's responsibility to call attention to where the project is in relation to its
goals.
A plan works because it is based on similar
actions in the past, not because it accurately
anticipates the future in every respect. Actions
are only partially under the control of plans, and
they work because when the goal to be accomplished is projected into the future "as if" having been accomplished, then the means for accomplishing it emerge and become explicit.
This view of an uncertain world does not preclude the fact that certain actions may result
from the consequences of other actions with a
high degree of regularity. In material requirements planning, for example, the explosion of
final demand into a time - phased production
schedule for the discrete component assemblies depends on a regular relationship. However, even here, planned orders at various levels
can be upset by lack of needed parts, engineering change notices, cancellation of the customer order and so on. In this sense, there is no
planning horizon —only a rearview mirror!
In the project or matrix environment the team
leader acts as a facilitator of the organizing process, rather than its authoritarian director. It is
an indirect leadership role. In fact, the project
leader may make a significant contribution to
some action or result without ever having participated in its execution. This occurs when the
leader "enacts" certain information, to which
the others then respond. Attentional processes
are a crucial determinant of human organizing,
according to Professor Weick. The act of noticing some item of information shapes the direction of future responses and thereby is an indirect precursor of the final result.
The leadership role is one which, based on
what is known at a point in time, decides which
aspects of the project need attention, and selects these items for a closer look by the other
participants. In other words, the process of no► ►71
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Ifyoustickwithtimesharingafter
readingthisad,YOUhaveht
read thisad.
Typically, financial planning
on a timesharing service runs $2,000
a month and more. Month after
month after month.
And it doesn't take a spreadsheet to figure that as a $24,000 a- year - after -year expense.
"what if" alternatives. Analyze new business
ventures and mergers. Plan real estate acquisition
The Financial PlannerTm from Ashton -Tate
and development. And fine tune operations until
can stop this cash drain once and for all.
you reach the financial objectives you've set.
You pay $700 —one time —for the Planner.
It's one of the most comprehensive business
And handle your financial planning quickly, easily tools available on any computer. All for a fracand completely on your microcomputer.
tion of what you've been spending on timesharing
Without having to share your time or your
services to do the same things.
money with anyone.

The incredibly cheap alternative.

A forecaster's dream come true.
The Financial Planner has enough depth to
solve the most complex business problems you can
foresee, yet can be used almost intuitively.
The Planner automatically performs calculations on individual items, rows, columns and entire
models. Understands conditional logic. Solves
simultaneous equations. Computes Present Value
and Internal Rate of Return. Reads and writes
dBASE IITm files. And much, much more.
But you use abbreviated names, not mysterious formulas. And you communicate with the
computer in the English -like vocabulary of FPLTm
(Financial Planning Language), so you can easily
set up your budgeting and evaluation models.
Editing and report - writing are an integral part
of the package, and you can preview results on
the screen, then produce presentation- quality
financial reports directly.
And when you have your models and reports
just right, you can automate them so even your
President can run them.
With the Planner, you produce P & L forecasts
and financial consolidations in minutes. Explore

For the ardent skeptics.

It may sound too good to be true, but you
can check out the Financial Planner with no
financial risk.
Run through a hands -on demo at your nearest
computer or software store. Then take a package
home and use it for 30 days on your IBM PC or
CP /M microcomputer. If it's not everything we
said it was, just return it and you'll get your
money back.
For the name of your nearest dealer, contact
Ashton -Tate at 10150 West Jefferson
Boulevard, Culver City, CA
90230. Or better yet, call(213)
204-5570 today.
Time's a- wasting.

The
Financial
Planner
,M

ASHTON TATE 0
Q' /M is a tradenwk of Digital Research

C Ashton -Tate 1983

Taxes
Morris Gartenberg, Editor

Uncertainty Removed from 401(k) Plans
In 1982 the IRS released letters concerning
the impact of 401(k) plan deferrals upon future
benefits from a defined benefit pension plan.
With a 401(k) plan, an employee could elect to
defer receipt of a portion of his compensation
and thereby reduce his compensation for federal income tax purposes.
Informally, the IRS's position was that if a
pension plan's managers did not reduce benefits because of this reduction in compensation,
the pension plan might lose its qualification. This
position resulted in many employers not wishing
to sponsor a 401(k) plan. Now, the IRS has removed the uncertainty concerning 401(k) plans
by issuing a formal revenue ruling that the qualified status of pension plans will not be affected
by elective 401(k) plans contributions. Employer
sponsorships of 401(k) plans are likely to increase thanks to this ruling.

IRS Withdraws Debt- Equity Regs and Rules
Treating corporate interests as debt or equity
can have substantial tax differences. A corporation gets a deduction for interest paid on debt
obligations, but receives no deduction for dividends paid on corporate stock. The original
version of final regulations dealing with the
debt- equity question was published on Dec. 31,
1980. The effective date of these regulations,
however, was suspended for 90 days in order
for revisions to the regulations to be published.
Revisions were released on May 4, 1981, January 5, 1982, and July 2, 1982. Final revisions
were not published. To add to the confusion,
the IRS published a new set of proposed rules
on January 5, 1982, in response to comments
received regarding the regulations.
Now the debt - equity final regulations and
proposed rules have been formally withdrawn
by the IRS. The explanation by the IRS for this
action was that neither the regulations nor the
proposed rules reflected the Treasury's or the
IRS' position on debt - equity matters.
12

Tax Briefs
Special rules must be adhered to when deducting the cost of a business or investment cruise
according to a recent Tax Court case. You
must attach a statement to your tax return giving details concerning the number of hours of
daily business meetings, convention itinerary,
etc., and also attach a statement from the
sponsor saying how long you spent in meetings.... This year is the 70th anniversary of the
income tax.... Tax breaks for incorporated
professionals won't be allowed by the IRS if the
tax breaks were the major reason for incorporating based on new rules in proposed IRS regulations. The breaks that won't be allowed are
medical plan benefits, group term insurance,
low tax on dividends that corporations receive,
lower rates on income, and tax deferral by using a fiscal year.... The first Washington association dedicated to fighting the corporate income tax is being assembled. Its name is the
Coalition on High Tax Rates. The core of the
group is the American Business Conference
and the National Assn. of Wholesalers-Distributors.... The IRS is revising its life insurance tables to reflect current mortality rates more accurately. The tables have been used since
1966. Those executives receiving more than
$50,000 of group term insurance paid by their
employers will receive an immediate benefit.
Because this employer cost is taxable income
to executives, a reduction in the IRS figures will
also lower an executive's taxable income.
... Under the Subchapter S Revision Act of
1982, existing Subchapter S corporations may
be subject to a new tax on excess passive investment. The IRS has now advised taxpayers
that corporations that previously elected under
the former Subchapter S provisions of the Internal Revenue Code and are now S corporations will no longer lose their S corporation status immediately because they receive excessive passive investment income.... According
to an Appeals Court, company directors owe
self- employment tax even if they don't work for
other firms. However, a director can set up a
Keogh Plan.... Based on the latest IRS report
on corporation income tax statistics, for 1980
more than 2.7 million corporation returns were
filed for active corporations, total receipts increased 13.6% over the prior year to $6.4 thllion, and net income went down 16% to $239
billion. Total income tax went from $120 billion
for 1979 to $105 billion for 1980. The report is
available for $5.50 from the Supt. of Documents U.S. Govt. Printing Office, Wash., D.C.
—1
20402.
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Why Accountemps
specialized personnel
outperform
other temporaries.

A

accounremps,

ccountemps; employees are specialists. This
means they require little or no orientation. They get right to
work and finish the job right the first time.
Ask for a bookkeeper and we'll send you a highly qualified one. Ask for several accountants, and you'll get the best for
your purpose. Ask for six auditors, and you'll have thoroughly
trained professionals. Ask for enough data processors to do a
crash program, and you'll have them too.
For a day, a week, a month or longer.
Call any one of 80 offices in the United States, Canada
and Great Britain. We'll have one or more slightly over - qualified
specialists at your place of business— immediately

Rent an Expert,m
C 19Ri Rutxrt Ilall Intcrmtlunal Inc All tffictw tndetvndcnth owned and. )peratvd

Computers
and
Accounting
Charles Pridemore, Editor

No single aspect of technological development
has had more influence on accounting than the
computer. As hardware grows more streamlined and as software applications continue to
proliferate, the flood of innovations may daunt
even the most sophisticated management accountant. To put this fast - changing field in foCUS, MANAGEMENT ACCOUNTINGis launching this
new column, Computers and Accounting. Our
intent is to highlight trends, technologies, corporate strategies, mergers, and developments
in the data processing field as they specifically
affect management accountants.

DP Managers Report to Finance
Almost 40% of all DP managers report to a financial officer or controller, according to Info Systems' "25th Annual DP Salary Survey."
This trend has prevailed in the past five surveys. In smaller companies, the president, owner, or general manager holds the DP purse
strings. Budget allocations for DP also have
held steady since 1979, the biggest outlays being 31.1 % for hardware and maintenance and
44.3% for personnel. Data processing grabs an
average .94% of revenue for all industries with
banking and finance at the top, spending
2.49% on automation. The complete survey is
available for $5 from: Salary Reprint Dept., Info systems, Hitchcock Building, Wheaton, III.
60187.

Survey of User Satisfaction
Hewlett- Packard Co. (HP) is rated higher in
customer service than other vendors by their
users in a recent survey of 305 small business
systems users conducted by International Data
Corp. Six factors were ranked by order of importance: equipment reliability, company reputation, availability of parts, field service organization, cost of service, and cost of spare parts.
HP users' needs were equaled or surpassed in
14

every category in "User Satisfaction With Customer Service," available for $2,500 from IDC,
5 Speen St., Framingham, Mass. 01701.

From VisiCalc to VisiOn
A new era is dawning in spreadsheet software
with integrated packages that link the programs
with data base management, word processing,
graphics, and so on. This second generation
software solves the problem of time- consuming
switching between stand -alone packages and
processes calculations much faster. Software
Arts, Cambridge, Mass., whose VisiCalc was
the choice of 49% of the 425 respondents in
the 1983 Software News "User Survey," has
introduced an enhanced program, VisiOn, marketed through VisiCorp., San Jose, Calif. Meanwhile, Lotus Development of Cambridge, Mass.
is reporting broad acceptance of its 1 -2 -3 system, and Context Management Systems, Torrance, Calif., has launched a program called
MBA. Apple Computer Inc.'s Lisa performs
these functions through built -in software capabilities. It was, in fact, Lisa's innovative feature
of displaying more than one program on screen
at a time and allowing information to be transferred between these programs with a hand
controller called a "mouse," that triggered the
rush by competitors to provide "Lisa -like" software for other systems. Consequently, the big
question now is whether Apple can make Lisa
sufficiently compatible with existing systems
and mainframes to offset the flood of imitators.

IBM Biting the Apple
IBM is gaining rapid momentum in the personal
computer market with revenues for 1982 hitting
$500 million. This puts the computer giant in
hot pursuit of Apple Computer, which logged
$664 million in sales last year. In fact, in recent
months IBM has had problems keeping up with
the demand for its XT micro. IBM already holds
the lead in office systems and mainframes,
posting $1,800 million and $14,500 million in
revenues, respectively, in these markets. Wall
Street applauded IBM's gains by sending its
stock up to $96, a 69.2% advance. A complete
wrap -up concerning which companies are riding out the technology shakedown best is provided in "Datamation 100," Datamation, June
1983, published by Technical Publishing, 875
Third Ave., New York, N.Y. 10025.

Use of Graphics Up by Small Business
More and more small businesses are using
10-10- 83
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The man who designs software for American
Can, American GiietT ,Ar mour -Dial, Allied
Van Lines, B. Dalton B sellers, Computervision,
Hetiblein, H oover, Fairchild Industries, Masonite,
Ore Ida, and McNally and Lever Brothers.
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John Landry, Senor Vice President, Research and DevelXnnent

He's a member of the McCormack & Dodge software design team, recognized as the best in the
world by many of the world's best companies. Companies whose standards for internal financial performance are so high that any software but the
fastest and most powerful is simply out of the
question.
McCormack & Dodge has never restricted the
research process by tying it to product marketing.
We see real research as pure research. Research
without limits. Dedicated to elevating the state of
the art, not just the profits in a particular package.
As a result of our R &D, we now routinely offer
systems that our competition is still talking about
offering. Borderless query that lets you choose an
audit trail and follow it to completion, criss- crossing
data bases as you go. Interactive PC link that lets
you upload and download information to the main-

frame from your own desk.
There's a world of difference between today's software tomorrow and tomorrow's software today.
Because we offer the latter, there's a world of
demand for McCormack & Dodge.

/ 'b McCormack&Dodge
r - C7 General
- Ledger - 11 Fixed- Asset-Accounting
- - -� �Capital�Project�Analysis
- - ----LJ Payroll /Personnel
Accounts Payable � �Purchase�Order�Management
Mainframe and minicomputer systems.

(800) 343 -0325
L - - - - - - - - - - -

-

*Telex: 71O- 325-0329

-

-

-

- J

Tomorrow's software today.

McCormack & Dodge Corporation. 1225 Worcester Road, Natick, MA 01760. Sales and support offices throughout North and South Amer", Europe, Asia, Australia and Atric:a.

board policies and practices.

NAA
Research
By John D. Aram and Scott S. Cowen

Information for Corporate Directors:
The Role of the Board in the Management Process

Next month, NAA is publishing Information for Corporate Directors: the
Role of the Board in the Management
Process by John D. Aram, chairman,
managerial studies department, and
Scott S. Cowen, vice dean and professor of accounting at Case Western
Reserve University, Cleveland, Ohio.
Below is a summary of the study written by the authors. See the advertisement in the October issue to order
this research publication.
The primary objective of this research
project was to analyze the information
requirements of directors for decision
making in the corporate board. We
began by asking:
• What is the role of the corporate
board?
• What are the determinants of the
role played by corporate boards?
• What general board - management
practices are characteristic of an
effective board?
• W h at are t h e c h arac t eris t ic s
(amount and type) of information
that support effective board decision making?
Members of the corporate board
are the only persons whose interests
typically span both the external and
the internal perspectives. As trustees
for shareholders' interests, directors
must work to assure the integrity of
externally reported figures. However,
as the highest policy -level group of
management, directors also have a
vital interest in a company's internal
financial and operating information
system, yet the board's involvement
and reliance on these systems are
less clear.
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Directors are largely liable for their
decisions, but they may not have access to, or control over, the information they need to support board decisions. I n es s en c e, t h ey rely on
management to supply them with
complete and accurate information.
Even where the board has access to
and control over information, it is often difficult to determine what accounting and nonaccounting information is needed, what the sources of
this information are, and how the information should be presented to the
board. Although the need for better
board information has been repeatedly identified in the literature, research
has rarely gone beyond simply identifying the need.
The research consisted of t wo
phases. The first phase was devoted
to establishing a general understanding of effective board - management
relations through interviews with 13
persons having a broad range of experience as corporate chief executive
officers and directors. The second
phase involved an in- depth'analysis
of board practices and board -management relationships in three publicly held companies. These companies
were identified by participants in the
initial survey of 13 as having effective
board - management relationships.
Key directors were interviewed in
each of the companies studied; however, the major focus of the company
analyses was on an examination of
the policies, procedures, practices,
and information developed in the
company to support director decision making. Consequently, senior managers in each company provided the
major point of contact for evaluating

Major Findings
CEOs and directors indicated that
in order to preserve the present system of relative corporate autonomy in
decision making, corporations must
maintain a credible system of managerial accountability. The board's role
as trustee of shareholders' economic
interests is paramount, and an understanding of conditions necessary for
effective board - management relations are important to achieve this
role. Conclusions from the director's
interviews also indicate that in the effective boards, directors appear to act
according to one standard: to create
and protect the economic value of the
firm. The study provides several examples from the interviews of ways
directors create and protect economic value. Finally, discussions with directors identified three primary board man ag ement prac tic es usually
present in value- creating boards,
These include: involving directors in
strategy and plans, using the board
agenda productively, and anticipating
unpredictable events.
Also crucial to directors in a value creating board is an effective information system. Directors typically receive ongoing information in the form
of mon th ly and q uarterly reports
which highlight past, current, and future performance. These reports tend
to focus on key financial variables for
the corporation and its major business segments. Directors also are
supplied tailor -made information to
support nonroutine decisions as they
arise. In addition to receiving regular
reports from management, there are
two other broad approaches to acquaint directors with the workings of
the firm. The first is to schedule several board meetings a year at various
company locations; while the second
is to sch edu le annual direc tor
residencies,
The company field research was
undertaken to build on the generalizations developed during the director interviews by describing the specific
board procedures and information
systems of three companies viewed
by interview participants as having
► ► 79
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LetterS

TO THE EDITOR
Get Off Dead Center
Ro bert S hu l ti s 's op en l et t er to th e
FASB ( "Opinion" June '83) was well
pu t and mu ch n eed ed . He is b y n o
means alone in hoping for a "cohesive,
comprehensive conceptual framework
at a reaso n abl y earl y d ate. " If th i s
doesn't come about, the highly distasteful consequences that he describes are
likely. The current controversy over
pension accounting illustrates the need.
Many approaches are being advocated,
but in the absence of an authoritative
framework, each is based on the proponent's personal (although unstated) idea
of accounting concepts. Because these
ideas differ, the arguments are confusing to those who are trying to understand the rationale.
I have been a member of the FASB
Concepts task force since its formation
in 1973. When the effort ground practically to a halt in 1979, I started to de-

velop a framework on my own. Writing
a conceptual framework has some similarity to writing a text. As I have written a text on accounting principles some
10 times and have edited many other
texts, this was an easier task for me than
for someo ne who h as not d one such
writing previously. The framework was
published in August with the title, Tell
It Like It Was. It covers both business
and nonbusiness accounting. There are
64 definitions and concepts, each stated
as a sentence or a short paragraph.
About 90% of these statements reflect noncontroversial current practice.
The great majority of accountants will
agree with the substance of these although, as is always the case, some will
prefer other words. I think it is more
fruitful to discuss the relatively few controversial matters in the context of a
complete framework rath er than not
have any discussion at all.
The FASB is unlikely to welcome an

unsolicited solution to a problem on
which it has sunk several million dollars; this is only human nature. Nevertheless, if influential persons such as
Mr. Shultis continue to press for action,
the Board may decide that my framework provides a basis for getting the
Concepts project off dead center.
Robert N. Anthony
Ross Graham Walker Professor
of Management Control, Emeritus
Harvard University
Boston, Mass.
Sound the Alarm
Robert Shultis's June "Opinion" column should ring an alarm across the
country and, I hope, result in some serious questions concerning the mission,
objectives and goals of the FASB. Having read his article, and sharing his concern, I am impressed with the thunder► ► 19
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ACCOUNTANTS'COSTHANDBOOK
A Guide forMonogenrentArorountfng

COMPUTERGRAPHICSANDREPORTING
FINANCIALDATA

JamesBulloch, CPA, DonaldE. Keller, CPA, andLouis Vlasho,CMA
Written and edited by a superb group of management
accountants, this revised and updated edition of the
definitive working guide to vital cost and financial concepts
and tools continues the tradition of its predecessors. It
includes increased coverage of planning and control
responsibilities, such as flexible budgeting, cash budgeting,
long -range planning, and responsibility accounting. Also
covers current accounting aids to management decisions,
including direct costing and contribution margin, divisional
reporting and transfer pricing, capital budgeting, and more.
(1- 05352X)
792 pp.
1983
$55.00

IrwinM. Jarrett,CPA
An easy -to- understand, useful, non - technical guide that
helps managers arrange, prioritize, and present financial information more efficiently and effectively. Illustrates how to
assemble all key ratios and indicators necessary for the
efficient financial management of a company or organization.
Shows how computer graphics aid in the management of
cash, inventory, purchasing, and accounts payable /receivable. Demonstrates seven basic ways of presenting
business graphics.
(1- 86761 -6)
360 pp.
1983
$49.95

INEEMERGINGBUSINESS
Managing for Growth

William E. Perry, CPA

ENSURINGDATABASEINTEGR/TY

Gives database managers and accountants step -by -step
guidance on ways to ensure the accuracy, completeness,
"Of the growing body of literature on the emerging business, and confidentiality of all information stored on database
systems. Its down -to -earth coverage extends from develthis is clearly the leader. The authors, leading partners
oping a database strategy to current methods for planning,
in... Coopers & Lybrand, are senior members of the firm's
conducting, and evaluating audits. Emphasizes the assessEmerging Business Service... The work is drawn not only
ment and control of the many risks involved in database
from the author's expertise, but from their extensive
experience with literally hundreds of companies. There is no utilization.
(1- 86526 -5)
378 pp.
1983
$39.95
aspect of business operation, for the smaller (... and
medium sized) business, that's not covered here— intelliOrder through your bookstore, or write to Ken MacLeod, Dept. 4 -1237
gently, simply, cogently. For any entrepreneur, this is a book
that is absolutely essential" —Stock market Magazine
RONALDPRESS
(1- 09800 -0)
425 pp.
1983
$34.95
Seymour Jones andM. Bruce Cohen,CPAs

FOR FASTER SERVICE, CALL TOLL FREE 1 -800 526 -5368.
In New Jersey, call collect 201342-6707. VISA, Mastercard, American Express accepted on phone orders.
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a division of JOHN WILEY & SONS. Inc.
605 Third Avenue, New York, N.Y. 10158

In Canada: 22 Worcester Road, ReWate.Ontano M9W ILI
Prices subject to change and higher in Canada.
4.1237
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NAA has made a special purchase of this Federal Tax

TABLE OFCONTENTS
Round -up of Last Minute Tax Laws
TaxDue Dates, Charts and Tables

Handbook, and is able to offer it to you at $7.95
instead of the regular list price of $12.95,This offer
only applies as long as supplies last, and includes
postage and handling fees. Because of its already low price, there is no membership discount.

FEDERALTAXEXPLANATION
Chapter
1 Individuals—Returns—Rates—Personal
15 Pay-AS-You-Go—Withholding
16 Inventory
Exemptions
2. Gross Income — Exclusions
17 Accounting
3. Gross Income — Inclusions
18. Installment and Deferred Payment
Sales
4. Gainor Loss — Recognition
5. Gain or Loss —Basis
19. Partnerships
20 Estates and Trusts
6. Capital Gains and Losses of Individuals
21. Corporations — Income. Deductions and
7. Dividends
Rates
8. Deductions —Expenses
9. Deductions — Interest, Taxes, Contribu22 Corporations— CapitalGains and
tions, Medical Expenses
Losses, Net Operating Loss. Etc.
23 Corporations—Reorganizations
10. Deductions — Depreciation—Investment
Credit
24. Corporations — Personal Holding Com11. Deductions— Depletion
panies, Etc. — Exempt Organizations
25 Returns and Payment of Tax
12 Deductions—Losses
13. Deductions —Bad Debts
26. Assessment, Collection. Refunds
14 Deductions for Adjusted Gross Income
27. Foreign Income, Foreign Taxpayers
Index

Federal Tax Handbook Or $7.95 each (N.Y. State residents add 4% tax).
Please send me
books. Enclosed is a check for S.
Remittance must accompany order.
Number needed for
Membership No.
1
processing order.

III II

I

Name
Company
Address

I City, State, Zip
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This easy -to -use Handbook has over 5,500 entries,
and itemizes more key wo rds and phrases than any
other handbook. You should consider ordering some
extra copies for your clients and associates... they will
refer to it regularly, and will appreciate your thoughtfulness.

National Association of Accountants
Special Order Dept.
919 Third Avenue, New York, N.Y. 10022

--------

This edition contains; Convenient Tax Calendars;
charts; tables; lists; and explanatory text based on the
latest laws, regulations. and court decisions up to the
date of its publication. (You will also receive a summary
of any last- minute tax changes.) The authoritative
material is cited directly from the Internal Revenue
Code as well as the applicable regulation sections.
The text is also fully cross - referenced to the P -H
"Federal Taxes" Services.

'

You will find it to be a particularly useful edition,
and you will be able to refer to its valuable reference
material thro ugho ut 1984, A highlight of this Handbook is its tabbed "finding aids' for fast research, and
a non - cluttered text with its references footnoted at
the bottom of the pages. This convenient Handbook
also features an innovative Table of Contents... it has
been placed on the back cover of the book, and is
indexed with margin - blocks that correspond with
specific page markers. All of your questions will be
answered as quickly as possible.
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ous silence of his peers on FASAC. Are
we alone in recognizing the significance
of the FASB decision to de- emphasize
the recognition and measurement phase
of the Conceptual Framework project?
Does this mean that the often promised
Conceptual Framework project is to be
abandoned because of the inability of
th e Board to d e mo n s t r at e s o me
leadership?
It is appalling to me to witness what
is happening to the FASB at this time.
We are gi ven numerous " pat ch u p "
standards to answer the productivity
critics, provided with the "now you see
it, now you don't " fiasco on the "Reporting Income, Cash Flow, and Financial Position of Business Enterprises"
Exposure Draft , and promised a substantial slowdown and a newly "de -emphasized" approach to what most of us
consider the cornerstone of the entire
Conceptual Framework project. If anyone should claim that he is not confused
by this state of affairs, I submit that he
does not understand the problem. Long
live confusionl
Considering the millions of dollars already spent to maintain the FASB in its
grand style, and the paucity of measurable and meaningful output, one has to
wonder if the FASB is not precariously
close to bankrupting its credibility in
the view of its various constituencies.
Perhaps we should sue the FASB for
"breach of conduct " and misappropriation of funds in pursuit of a program
that has essentially nothing to show for
this investment.
Several of us on the MAP Committee
have discussed the problems covered in
the column and have expressed concern
about a related aspect of the nonprogress of the FASB on the Conceptual
Framework project . This very lack of
progress poses a real and present danger
in t he develo pment o f current st andards. Our perception is that although
the Board essentially is evenly split,
causing the stalemate in progress, the
staff of FASB is not split and clearly favors early adoptio n of current value
concepts. As a result, the staff research
and exposure draft efforts reflect its

preference for current value accounting
and the general assumption on its part
that its views ultimately will prevail in
the final Conceptual Framework project . Thus, many of the more important
proposed standards are constructed on
the basis of an assumed, but as yet to be
developed , Conceptual Framework with
which many of us disagree. Much of the
constituent response time is devoted to
challenging the basis on which the standard is proposed rather than the substance of the standard.
This premise leads naturally to a further concern . Despite our best efforts,
we generally have had little success in
most instances in changing or reshaping
the FASB ' s thinking between the date
an exposure draft is issued and release
of the final standard . Thus, standards
are being issued which directly embrace
or endorse current value concepts. If the
FASB is successful in pushing enough
of these current value-based standards
through, we will find one day that there
are a sufficient number of such standards in existence as to almost force the
sgrontled employees and competloutcome of the Conceptual Framework
rs toaccess the computer system.
project — i.e., a current value -based
eeMAH's SAU canreducethat
Conceptual Framework . At that point,
Inerability by allowing access to
the FASB will have succeeded indirectONLYAUTHORIZEDLOCATIONS
ly in accomplishing what it appears unvia dial -up ports.
willing to submit directly to its constituThis separate piece of hardware
ency. In effect , the FASB will have won EEconnectsbetweenmodemand
I` telephoneline. The SAU also:
by default.
• Masks existence of CP&fjM
I applaud Mr. Shultis ' s efforts, offer
him my support , and�ask�again�—why
unauthorized callers
don't his peers on FASAC speak up and
• Verifies security code via
be counted ? I suggest that his M ANAGE- f
pre - programmed memor

t

(PROM or RAM)
• Provides port connection via
"return call"
• Interfaces with any modem at
any BAUD rate
* Prevents
unauthorized
holding
callers
of port byi n

ME N T A C C O UN T IN G a r t i c l e b e r e p r o -

duced and ci rculated to members of
FASAC as well as some of the other
professional organizations such as FEI.
Howard L. Siers
Assistant Comptroller
E.I. DuPont de Nemours & Co.
Wilmington, Del.

• Provides awareness of
unauthorized access attempts
• Allows access at time of need,
'

Relevance Is in the Eye of the
Beholder

not pre -set schedule in Ci
• Self
diagnostic
checks to L
assure
proper operati

I want to respond to Henry M. Chap man's letter in the July 1983 issue.
Let me start b y sayin g that I, too,
would like to see the CMA program get
the top recognition it deserves. I have
the same hopes for the CIA program of
the Institute of Internal Auditors. How► ► 82
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Accounting
Education
Adolf J.H. Enthoven, Contributing Editor

Education for Economic Development
Accounting educational structures and activities should take into account socioeconomic
objectives. It is not very beneficial just to copy
educational systems from abroad without assessing them in the light of a country's requirements. Accounting education and educators
may have to answer such basic questions as:
What are the country's accounting informational needs? What is available qua skills and data?
What sort and how many accountants do we
have to educate for short, medium, and long
terms? Can they be trained partly in conjunction with other related disciplines (economists,
business administrators, lawyers, financial analysts, statisticians, government administrators,
etc.)? Where and how shall we educate them?
W hat should we teach and what material
should we use? How are we to procure the finances? Where do we get the staff, etc.? And
how should we go about all these things systematically? However, it is impossible and unnecessary to educate and train all accountants
equally well in the various accounting branches
and areas.
In order to address the educational issue, a
certain restructuring of the subsystems or
branches of accounting (enterprise, government, and national) is needed in most developing economies. This is to be associated with a
series of functional improvements which tend
to be of a professional, legal, and statutory nature within a national, regional, and international context.
A country's accounting educational programs
may well have to focus more on management
accounting and decision- information systems,
capital budgeting, cost - benefit analysis, project
appraisals, internal auditing, national income
accounting, government accounting and budgeting, and other planning and control aspects
to enable future accountants to be more useful
in the micro and macroeconomic sectors.
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Significant divergencies in accounting training at academic, institutional, and other training
center levels exist in most developing countries. To train highly qualified accountants, a
bachelor's degree program is becoming desirable. From such a basic university or academic
foundation, further academic training may be
pursued leading either to a master's degree, or
graduates can participate in further training
through an accounting institutional program.
However, the latter form of organizational setup
does not exist in all countries. It should be determined whether university training should become a requisite sitting for the professional examinat ions, or whet her p rofes sional and
technical training institutes should grant their
own certificates. The latter may well lead to an
undesirable proliferation of technical and professional titles.
Many countries recognize only one type of
"official" accountant, i.e., the financial -accounting oriented certified accountant /auditor,
while other professionally trained accountants
are not (yet) considered "accountants." This
seems unrealistic for the present and future.
Various official accounting designations should
be given for various levels of skills according to
the specialization referred to and the level of
sophistication. For example, at the upper level
are the certified or registered (financial) accountants, certified management accountants,
certified government accountants, and certified
internal auditors, while at the middle (diploma)
level are the licensed (diploma) or approved financial, cost, and public sector accountants,
Lower bookkeeping levels (paraprofessionals)
also should receive a diploma or certificate. Diploma -level training carried out at polytechnics
or other institutions may have to be increased
great ly, based upon an as s ess m ent of
requirements.
Education therefore should not be solely
concerned with upper level training at academic institutions; the middle and lower levels also
need vast improvement. At the lower levels especially, correspondence courses and other
types of institutional programs, e.g., continuing
education, may h ave t o b e res h aped or
developed.
The accounting educational modules for economic development activities may demand: (1)
a conceptual socioeconomic foundation of accounting education and training, (2) a further
specialization in the various areas (branches)
of accounting, (3) a closer linkage between the
institutional, professional, and educational programs, and continuing education, and (4) a
greater focus on forecasting techniques, of
OP-10, 8 6
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How's our business doing.?
Where are we going.?
Find the answers with
UCC's Financial Control System.
Choosing the right general ledger software is critical.
Because every business needs to know — quickly and
accurately — how it's performing and where it's headed.
The UCC Financial Control System (FCS) automates
the most critical tasks in the management of business
information, with integrity and total security:
• General ledger
• Budgeting
• Cost allocation
• Reporting
• UCC MBA - Microcomputer modeling and decision
support.
The UCC Financial Control System is a tested, proven
product. Whether you're managing millions or billions,
UCC FCS gives you complete control.
And UCC FCS is backed by one of the largest, most
experienced support groups in the software industry.

ucc

We have been,
we are, and we will be
the right place to turn
for software solutions.

UNIVERSITY COM PUTING COMPANY

7- 800 -UCC- 1234
A full range of applications and systems software products.
UCC Tower, Exchange Park, Dallas, Texas 75235
Dallas • Chicago • Toronto • London • Zurich • Paris • Dusseldorf
UCC is a subsidiary of Wyly Corporation (NYSE).
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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

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 he answers to your production line problems.
([n::n]
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NCA CORPORATION
Manufacturing/ M109
388 Oakmead Parkway
Sunnyvale, CA 94086
(408) 245 -7990
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Dresser's Jack James:
Rugged Individualist
Whether defending Dresser's activities worldwide
or convincing employees of the value of continuing education or direct costing,
this energetic CEO—a management accountant par excellence —has always
acted for what he believed to be the best interests of his company.

By Kathy Williams and Robert L. Shultis
One day over lunch a few years ago Jack James
and a couple of business friends were discussing
how great it would be if executives around the
world could get together regularly to compare
notes on the world economy and how it was affecting their companies, to share their experiences, and to make the public more aware of the
importance of international trade to the United
States and other nations. So the three created the
Center for International Business and invited other business leaders to join.
Another time, Mr. James, long -time member
and staunch supporter of NAA and its continuing
education program, decided that Dresser Industries employees needed to keep up -to -date on
trends in their areas, so he conceived the idea of
Dresser's Leadership Center and modeled it partly after NAA's CEP program. He believes that
education is vital to everyone and that everyone
must stay ahead to succeed. "You can't practice
horse and buggy medicine today, so what makes
people think they can do that with business practices?" he exclaims. "You must keep abreast of
the changing world and, more important, keep
yourself competitive. I believe continuing education is one of the biggest prerequisites for modern
management —I don't care what the field is: accounting, engineering, personnel, and so on."
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These situations reflect the typical way John V.
James responded to the needs of his company and
its employees during his years as chairman and
chief executive officer of Dresser Industries in
Dallas, Tex., until his retirement at the end of
July. He is continuing his 26 -year association with
Dresser as a director and chairman of the executive committee.
As Dresser's president, then chairman, Mr.
James led this multinational energy equipment
and resources company to an all -time growth and
profit level through sound and conservative fiscal
management with an emphasis on research and
development, aquisitions, and diversification. His
management style reflected his accounting background and his understanding of the value of financial information and controls. An early proponen t o f t he di rect cos tin g meth od , h e s et up
Dresser's direct costing system and made sure everyone else in the company from marketing to engineering followed the principles. "Even the marketing people would come back and say, 'Gee,
how come we're getting socked for overhead when
Only the direct costs are involved, and, besides,
what about the G & A and the selling expense —
and t hen if we have to o mu ch in vent ory, old
James is going to say your ROI is not acceptable,"' Mr. James chortles.
A colorful, often controversial, public figure,
Jack James never hesitates to speak his mind. As a
P3
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result, he frequently battled with U.S. presidents
over such sensitive issues as Dresser's French subsidiary shipping materials to the Soviet Union for
its pipeline or with the Securities & Exchange
Commission over questionable payments in foreign countries. Throughout these skirmishes,
however, Dresser always maintained a steady
growth in revenues and profits. Only recently did
Mr. James have to guide the company through a
couple of turbulent years as the effects of the
worldwide economic recession and decline in oil
field activity hit Dresser Industries. Still, Mr. James

says, "Dresser has adapted to a changing world
environment and will continue to do so in the future .... We have not lowered our performance
horizons for we believe the pluses of the future
will far outweigh the minuses."
This spirit of optimism, of not being afraid to
take risks, of determination, has marked Jack
James's entire career at Dresser. After nine years
at Corning Glass Works under the tutelage of Dr.
William Taylor, renowned scientist who invented
Pyrex and optical glass, he was asked to join
Dresser in 1957 as assistant controller. Almost
immediately he was sent to Clark Bros., Dresser's
largest subsidiary, in Olean, N.Y., on special assignment. He became its vice president of finance
in 1958.
In 1960 he returned to Dallas as controller of
the parent company. In 1962 he was named vice
president, then group vice president of machinery
in 1965, and executive vice president in 1968. He
became president and CEO in 1970 and chairman
of the board in 1976.
His skill in making numbers and their implications understandable for almost all employees, his
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accounting/financial expertise, his love for the
company, and his keen insight into the directions
the company should head helped take him to the
top. Three themes have highlighted his career: his
interest in continuing education, his flair in the international arena, and his emphasis on the need
for responsive accounting systems, especially direct costing.
Rugged Individualists
To understand Jack James, one must also understand Dresser Industries. "Fundamentally," Mr.
James says, "we are a big supplier to general industy and the energy industries." Dresser's varied product line is divided into five areas. Petroleum includes products and technical services for
oil and gas drilling and fuel dispensing. Construction and mining involves power shovels, underground mining machines, and highway construction equipment. Refractories and minerals include
refractories for high- temperature manufacturing
processes and minerals for drilling fluids and other applications. Industrial specialty products include valves, gauges, meters, pneumatic tools,
hand tools, abrasive products, railcar components,
and conveying systems. Energy processing and
conversion products include compressors, pumps,
mechanical power systems, and environmental
control systems. "We believe we have more products and services on the energy stream than any
other company in the free world," Mr. James
says.
More than 43,000 Dresser employees work in
"North and South America and from Europe all
the way down to South Africa, and then we have
joint ventures in Japan," he explains. "We have
teams of people who work with the Red Chinese
and, of course, we operate from Malaysia to Australia. We have licensees in all possible places like
India and Africa — wherever they have oil, of
course —and in Nigeria and places of that type.
We have people working down in the desert and
up in Norway and the North Sea and every place
in between."
Dresser expects its people to be tough, self -reliant, and prepared for any kind of situation —ineluding revolutions —in any country where they
may be working. The nature of energy exploration
in remote sections of the world seems to attract
people who have had extensive military service,
notes Mr. James. "It appeals to them to be out in
the field —so we take an awful lot of young fellows
that come out of the military, many of whom have
had combat experience. Practically all of our senior people are in that category. They're self -reliant. Take a young guy (women have shied away
from some of the more arduous sites) just finishing military service (or college) and who's a bachelor. Well, if he goes overseas, in effect he can
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

darn near bank his salary. We pay all of the living
costs, so a lot of young fellows take a job for two
or three years overseas. Progression there is pretty
good, so they can come back and marry the local
sweetheart and they have enough money for the
down payment on a house."
Dresser is even organized somewhat along military lines. Mr. James explains: "Staff positions
have a dotted line to their staff superior— direct
responsibility —a strong dotted line —and a solid
line to their line supervisor. Policies for the staff
department are set by the top policy heads here
(at headquarters), such as industrial relations, personnel relations, law, taxation, accounting, finance. Like an amoeba that would subdivide, we
have plants, and if the plants get too big, we create
two plants, and then those plants, because of similarity of function or purpose, go into divisions,
and then into groups if they are going after a similar market."

pipeline ban in retaliation for imposition of martial law in Poland.) Under French law, France
could seize the plant, but, more importantly, if
you did not do what they had ordered, the French
manager could go to jail."
So Jack James and Dresser registered formal
complaints, then wrote a letter to Dresser - France
to stop work on the compressors; the U.S. government imposed export sanctions on U.S. subsidiaries and licensees; and the French government told
everyone to "get lost." Mr. James says that when
another administration settles in, Dresser proba-
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A 'Super Patriot' Survives Political Jousting
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bly will wrangle with it, too.
He also cannot abide interference if it means
possible threats to Dresser employees. Take the
government using Dresser for diplomatic objectives, for example. "I resent that, largely because I
won't allow the CIA to infiltrate or provide cover
for things of that type. They can debrief our guys,
but I don't want them to cause the death of one of
our people in the field. One agent came back at
one time, and he said, ' I have to tell you I don't
know what your background is, and you probably
don't know mine.' So I told him what mine was
and that at one time when I was a young fellow I
was a captain in the Army, so I didn't need anybody to give me a lecture. I said, 'I have to tell
you that I will not allow your actions to cause the
death of some of my guys. They might take it out
on you. They wouldn't take it lightly— they are
tough young guys.
"'

Jack James has thrived in this atmosphere of selfreliance and individualism. He was an Army intelligence officer during World War II and became a
"super patriot" when h is brother Delbert was
killed in the Normandy invasion. His own sense of
loyalty and "toughness" have come into play several times during his career, especially when defending his company's operations and people
abroad. Because findings of successful energy exploration and mining companies can affect the
global economy, these organizations often are in
the political limelight, Dresser in particular. Jack
James and other Dresser officials sometimes resent the governmental interference. "Sometimes
we have every new `political clown' trying to use
our position for some new political purpose," he
laments. "Every time we get a new 'yo -yo' in
Washington, whether he be a Republican or a
Demo crat , it s eems as t ho ugh th e gu y tu rn s
around and says, 'We've got to make a point —
what is Dresser doing ? "'
Political interference doesn't end here. "In the
Carter administration, to show his displeasure
over South Africa (the apartheid government), the
President suggested that we should curtail shipments to South Africa. But Margaret Thatcher
over in Great Britain said 'ship,' so we had the
coal machinery sent down —and people didn't do
anything. More recently, to show his displeasure
over Poland, President Reagan decided that we
should not ship from France, but the French government sai d 'ship .' (A s ubs idiary, Dresser France, was under contract to ship compressors
manufactured in France to the Soviet Union for
its pipeline to the West. Because Dresser's subsidiary was located in France, it had to abide by
French law. President Reagan had imposed the

Educating Senior Management
Jack James was just as tough when it came to employee performance, especially in the area of continuing education. He can't stress enough that no
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one performs his job to the best of his ability unless he keeps his skills up to par. This is particularly true at Dresser as the technology is evolving
so rapidly. Plus Dresser employees are rated on
their interest in continuing education.
As a senior official, he wanted to make sure
Dresser employees could receive the highest quality educational programs at a relatively low cost
and at their convenience so not too much job time
would be lost. So, he created the Dresser Leadership Center for senior management. Located in
Dallas, the Center runs 50 weeks a year. About

1,500 of Dresser's 43,000 employees take at least a
week's course each year on management, communications, creative problem solving, sales, or finance. Some courses are even counted as college
credits. "It's our equivalent of a university here,"
Mr. James explains. "You may be a plant manager or an aspiring plant manager, and you want to
get a chance to take one of these programs because we are going to ask you how interested you
are in keeping your education up to speed."
In addition to the Leadership Center's role in
Dresser's management development program, the
company spo nsors techn ical traini ng schools
around the world for the lower levels of management out in the field. About 1,000 people a year
attend these classes to brush up on engineering
and product application. Then the company sends
staffs of instructors overseas to conduct refresher
courses for other employees in the field, such as
engineering for logging a new well, or drilling, or
computer technology. A course might be held in
London for the North Sea area or in Saudi Arabia
for that area. "Even in the places where we have
joint ventures, the employees of our affiliates want
26

to send their people to our schools and to get
some of the literature. It's amazing," he muses.
Shoring Up the Accounting Operations
There never was a typ ical wo rk day for Jack
James because he has been involved in so many
aspects of this diverse operation, but he has always kept a watchful eye on the accounting side.
During the last few months he was chairman, he
was concerned mainly with policy making and
preparation to "turn over the reins" to his successor, John J. Murphy, Dresser president.
When Mr. James was president, however, travel took up the major part of his time — overseeing
all worldwide operations. He frequently went into
the office on Saturdays to catch up on his correspondence and leave dictation for his secretary,
and then Monday it was off to South America or
Europe. He laughs, remembering, "Some of the
neighbors used to ask, `Is this a visitor to Mrs.
James or does the guy live hereT because I would
leave on a Sunday night or Monday and I would
get back in on Friday night. In the course of my
career I had responsibility for operations all over
the world, and I might spend as much as a month
and a half or two months outside the country.
When I left the presidency and became chairman
I became a little less active, and as I retire I figure
I'll get to know the dog."
Looking back, however, Jack James is very
pleased with Dresser's accounting and reporting
system which he helped set up— based, in large
part, on direct costing, naturally, of which he is a
strong advocate. "We needed to get a common
communi cat ion med ium across th e co mpany.
That is why I put in direct costing —so the engineers, accountants, and salespeople could talk to
each other and understand each other rather than
each group seeming to speak a bunch of gobbledygook," he notes. (He had learned this technique at
Corning Glass, helping scientists measure their
work in dollars.) "Direct costing took off like
gangbusters because it was easy to comprehend
and understand."
Dresser has integrated its accounting and planning functions into a planning sequence "which I
don't think is unique now as much as it might
have been years ago," Mr. James says. "We insist
that we have an annual profit plan with a range of
error. This is what you are shooting for, but it also
states the minimum acceptable, and what we want
to watch then is what is our return on capital in
relationship to the risk. Each quarter we look for
an update. We are continuously looking at the
year ahead, rolling forward every quarter. Once a
year we put together a five -year plan. When we
get a revised forecast, we ask the six `wise men'
questions: who, wh at , h o w, wh y, wh en an d
where."
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"We also have a worldwide reporting network
with master computers that operate around the
clock. We really work on a 13 -period year, and at
the end of the fifth day ofeach period we have all
the results consolidated here (in Dallas) — plants
by divisions, divisions by group, etc., all over the
world."
"I like to have the comparison -to -plan report
which is in detail, each fourth week. I don't bother with what's going on each week, but the other
corporate people get weekly reports on what is going on in the critical areas, such as major orders
received over x amount. All financing for the programs and all financial planning are done here at
headquarters, so nobody can borrow any money
or do anything else except through our financial
group here," he explains.
At Dresser, the vice president of accounting reports to the executive vice president of administration. He is the chief accounting officer and is
responsible for formulating accounting policies
and objectives and assuring that all appropriate
reports are filed with government agencies. He
serves in a functional liaison capacity with operating unit controllers, who also play a strong role in
the worldwide network. "He is the guy that is putting the numbers together; he is reporting to that
plant manager, division head and so on —that
controller is the right -hand guy. He knows what is
going on; he's responsible for coordinating and
planning
when it is all tied together with the
numbers,...
he is the one who puts the dollar sign on
it. So he is really the strong right hand of management," Mr. James notes.
He always pushed his accountants to surpass
their best levels, and brought them to the forefront of the organization if they proved themselves. In fact, three newly elected senior vice
presidents began their careers in accounting /finance and worked their way up in the company.
Supporting His Employees
Jack James is proud ofall his former employees'
accomplishments and is fiercely protective of the
crew. He usually likes to mention by name who
has done what for the company, who has been
promoted, who has given an outstanding presentation, or even who needs help with projects.
He also still supports and believes in Dresser's
employee relations programs and describes with
pride the programs for retirees, including pension
benefits, counselling for families ifa husband or
wife dies, help with prolonged illnesses, and the
like. A people- oriented executive, he likes nothing
better than to praise Dresser's employees. "Our
strongest asset is our people. They develop the
products, they operate the plant machinery and
office equ ipmen t, an d they sel l the prod ucts
hundreds of ideas are suggested by our em-

...
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ployees each year that help reduce costs and improve the quality of our products. We urge employees to get involved. We need their ideas and
suggestions. Everyone has a stake in helping the
company grow and prosper."
Des pi te hi s ex t remel y heavy wo rk l o ad
throughout the years, Mr. James devoted as much
time as possible to his two other loves: the National Association of Accountants and the Center for
International Business. The two are closely related because they espouse and encourage personal
and work strengths in participants and allow

The controller
is the strong
right hand of
management.

peers to get together and share ideas.
Mr. James joined NAA in 1948 while manager
of budgets at Corning Glass. He wanted to exchange ideas with his fellow accountants and others and to share information that might be able to
help him in his job. He throughly enjoyed the
meet ings an d t he memb ers and devoured the
wealth of applicable literature. "The literature
was always wonderful; the camaraderie was great.
Meetings weren't stuffy. They were informal, and
you could get from them as much as you wanted
to, and you could be as active as you wanted to
be," he says.
He pursued the active member route. He became president of the Elmira Area Chapter, and
when he went to work for Dresser he helped form
the Olean - Bradford Area Chapter. Currently he's
a member of the Dallas Chapter and, in fact, recently spoke before that group and the Dallas
CPA chapter, telling them "What the Chief Executive Officer Expects of the Accountant —both
the M anagemen t Accou ntant an d the P ubl ic
Accountant."
In 1960 -62 he served as an NAA national direc27
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for and as a national vice president in 1963 -64. He
also contributed numerous articles on accounting
applications to MANAGEMENT ACCOUNTING
magazine and received the Lybrand Silver Medal
in 1962 for his article, "Things Learned in the Installation of Direct Costing," as well as several
Certificates of Merit for others. When his travel
schedule interfered with meeting attendance, he
was forced to become less active, but he remains a
strong supporter of the organization. He always
encouraged Dresser employees to become members, and the company still pays employees' dues

in the Association if they are active. The company
also encourages employees to belong to NAA or
comparable organizations in other parts of the
world, and, in fact, has consistently promoted
NAA members throughout the company.
John James was most impressed with NAA's
cont inui ng educatio n p rogram, cal ling it the
"strength of the Association." He recalls the days
when Raymond Marple and Walter McFarland,
two giants in the accounting education field, were
staff members and forged a standard of excellence
in literature and education. These names were
linked with the programs Mr. James used as the
basis for Dresser's Leadership Center and management development program. He acknowledges
that through NAA, his accounting employees
learned to answer such job - applicable questions
as: "Do you understand the basis for your figures,
and how do you interpret them? Is there weakness
in sales? Do you have manufacturing inefficiencies? Is there a problem with distribution? Are
you controlling your working capital effectively ?"
He now advises NAA to strengthen its involvement in the international accounting area, perhaps
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even sponsoring joint conferences with other organizations, and not to narrow its membership scope
too much because a variety of people need to be
ab l e t o get go o d o vervi ews o f t h e wo rl d o f
accounting.
Center for International Business
In 1976, Jack James; J.K. Jamieson, former chairman of the board of Exxon; and John P. Harbin,
recently retired chairman and CEO of Halliburton; formed the Center for International Business
"where we could bring people in to talk about international trade programs and problems," Mr.
James says. Headquarters locations are Houston
and Dallas, and business leaders from all around
the globe visit for three -day seminars, meetings,
conferences, and the like, plus an annual international trade conference. Why did the businessmen
create such an organization? "We wanted to have
a center controlled by businessmen and not by
`hack' politicians," Mr. James notes, "so we did
not ask for sponsorship from anyone," and it's
strictly privately sponsored. Mr. James is now
chairman emeritus of the board and always has
worked hard for its recognition internationally.
More than 260 multinational companies, banks,
firms, and individuals are members, and the list of
contributors reads like a "Who's Who" in international business. In April 1981 the Board of Trustees established the John V. James Global Corporate Leadership Award "in recognition of Mr.
James's vision, determination, outstanding support, and excellence in leadership as the founder
and chairman of the Board of Trustees of the Center for International Business."
Still No Time to Relax
Now that Jack James has officially retired —mandatory for Dresser employees at age 65 —he has
moved to a personal office near Dresser. Here he
will continue his company commitments, and he
plans to "tidy up my personal affairs" for which
he had little time as active chairman. Surprisingly,
he'd also like to travel —to explore for pleasure
some of the places he missed on earlier jaunts and
to see others from a strictly nonbusiness point of
view. He plans to have his wife, Helen, accompany him, as she was unable to previously.
Before becoming too accustomed to "the easy
life," however, he wants to leave a few reminders
for accountants who hope to succeed in their chosen speciality. "Always continue to pursue your
education," he suggests. A graduate of the Wharton School and holder of its certificate in management, he values his college training. But, he admonishes, "When you have finished college, you
have not stopped learning. If you shut your mind
and if you're not interested in keeping abreast of
► ► 86
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The seehik4rfductor microchip and its child the database management, telecom
microcomputer are revolutionizing accounting more.
and information processing in ways never before
Then, to provide a fuller picture, so m
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imagined. Finance, marketing, manufacturing, important issues are explored such as
i
distribution, customer service, administration, data processing in- house, how to use a
and other areas of operations are being linked to puter like a microcomputer, and converti
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time strategic management.
These are only a few aspects of the ne
mMicrocomputers are being used for forecasting, puter age. A Commission on Industrial Competimodeling, financial statement consolidation, and tiveness, consisting of 24 representatives of busigraphics, among many other applications. But as ness, labor, and academia, has been charged by
the number of people with access to the compa- the Administration to keep America first in techny's information base rises, so do security prob- nology. As new advances progress in voice recoglems. Microcomputers offer management accoun- nition techniques, and as giant supercomputers
tants increased power to manipulate data, but are created with high levels of artificial intellithey also present new problems in control.
gence and the ability to power multiple procesManagement accountants are going to have to sors, business simply willnever be conducted the
be more than computer literate to help companies same.
make the right decisions about what functions
Management accountants can best protect their
should be automated and how. They are going to companies' assets and ensure cost effectiveness of
have to look beyond the uproar of endless product operations by learning what parts of the automatintroductions and updates for the trends that will ed future can best help their companies meet the
shape the future of business information.
needs and goals of today and tomorrow.
❑
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Man vs. Computer:
a Personal Success Story
Computer, dumbputer, terminal, or just sick?
After many battles on the CRT field,
this vice president mastered his personal computer.

By George C. Garrison
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Worldwide Moving &
Storage, Rochester,
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Northwestern
University and
Northern Illinois
University. Mr.
Garrison is a member
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Minnesota Chapter,
through which this
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1982 -83.
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Personal computers are marvelous devices, constructed by genuises who unfortunately are unable
to communicate with normal mortals. Software,
the road map giving directions to the hardware, is
written by another type entirely. This brilliant,
methodical, analytical section of humanity has
never learned to converse with anyone except the
hardware marvels, and then only of necessity.
Logically and factually, a third layer of artisans
has arisen to interpret what the hardware does,
what the program says, and what the total system
is supposed to be able to accomplish.
This very phenomena has naturally developed a
hierarchy of highly trained and singularly oriented individuals who quite often are not able to answer a novice -type question, nor have ever bothered to run a p rogram about which th ey have
written. I speak from somewhat bitter and sobering experience, having purchased many programs
that will not, or do not, work.
My experience with microcomputers started
last summer when my son Scott and I conceived
an idea for using one in a small business venture.
Economy and all else conspired and we didn't get
too far before Scott wisely suggested terminating
the project. Even more wisely, he went West to
seek h is fortune and is doing well ... selling
computers.

The used computer we purchased has two five inch drives, a double eight -inch drive, a green
screen monitor, and 64K memory. We purchased
an MX 100 dot matrix printer and quantities of
"cards" that cost from $50 to $500 each, which
plug vertically into slots inside the computer to do
various functions. Scott, who has considerable experience and training, became very proficient on
the system. I never learned how to turn it on until
two days before he left.
Working up courage and interest, I asked Scott
for some direction and learned something about
operating and protecting the system. After three
months of investigating, playing with, and purchasing programs, disks, disks, and more disks, I
feel qualified to present some aspects about personal computers to nonusers or first -time users.
Some of these unavoidable concerns include the
environment, hardware, software, devices for input- output, documentation, and actual usage of
the personal computer.
Controlling the environment
The environment should be considered carefully before any purchase. A temperature and humidity controlled, dust- and lint -free location is
important. Magnetism, electrical fields from motors, ballasts, or static discharges are all serious
hazards. Particularly avoid magnetized screwdrivers, pliers, and such.
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Also, keep anti - static spray convenient and use
it weekly. A "zap" too slight for you to feel can
and will ruin a disk. Remember if you need to
open your micro the power supply must be properly grounded. One way to protect the innards of
your system is to turn off the main switch, wait 10
seconds, and then rub the fingers of both hands
across the top surface of this power supply to discharge any natural or acquired electricity you
have.
Another aspect of environment is control of access. Children or any uninformed adults should be
restricted by latches, covers, or other protection.
Once you learn proper respect for disk handling
and are trained in the computer functions, the major remaining concern is simultaneous human activities: smoking, eating, and drinking. NO smoking, NO eati n g, an d / o r NO d ri n k i n g. NO
expectations. Many of you will go ahead anyway,
but d on 't s ay I d id n't warn yo u. If yo u mu st
smoke please don't put the ashtray where smoke
drifts into the disk drive or into the system or
across the disks or monitor. According to repair
people smoke is one of the most common causes
of disk -read error and circuit breakage.
When you are reasonably satisfied with the
room, next determine where you will place the
system, whether power supplies are free from
overloads on the nearest circuit, and if cords, cables, and wires can be strung and used without
crossing sharp edges or making abrupt bends. Finally, arrange your seating so that you can comfortably reach the system keyboard, disk drive(s),
the printer controls, and paper input /output.
Shopping for Efficiency
Now, with cash or plastic in hand, you are
ready to think about what you desire in a system.
Are you intrigued by games? Do you want to do
your tax work? Do you want to keep track of business inventories, household recipes, car repair,
and warranty records? Do you want to communicate with Dow Jones or other national networks?
If you aren't sure, don't worry; the needs and the
desires will soon match and then exceed your programs and system.
The logical approach, however, is to decide
whether the system is mainly for entertainment,
for home and personal usage, for business, programming skills, or for machine communication.
Logically, all of these will transpire but you must
determine which have priority. Assuming that
most of us require some business usages and that
the personal and home usage is incidental and peripheral, most accountants can justify business expenses as a purchase requirement.
A next possible step is to join a user club or
group or at the very least find a friend who will
spare an evening or two to show you, or better yet
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let you find out, what particular programs and
systems can and will do. Another step is to talk to
knowledgeable sales individuals at various stores
and gain actual hands -on experience there with
store programs and hardware. This exercise in itself will help overcome reticence or fear concerning possible awkwardness or damage.
Please note that store personnel are notorious
for careless disk handling, possibly because they
don't have to pay for disks that are damaged. But
you do, so please develop the habit of keeping
disks in their envelopes and away from the system. In other words, do not lay them on top of the
monitor, disk drives, or printer if you can possibly
avoid it. Chances are you won't have difficulty but
most of these devices do generate "zaps" that
could damage a disk under just the wrong circumstances. You should store the disks not currently
in use in a closed container. Early on, develop
habits of filing in some order to avoid disk shuffling and dealing.
The last precaution in disk handling is to write
on labels before they are affixed, or at the very
least to write only when the disk is in the envelope, on a smooth flat surface, and with a light
touch using a felt -tip pen. Purchase of good disks
is a wise investment because cheap disks wear
your read /write mechanisms. Especially, check
for hub reinforcing rings as this section of the disk
is particularly subject to wear and tear.
Disks are probably your best source for storage
of programs and data. Not the only means, just
currently the best for the average user. Some time
ago the eight -inch was the only one on the larger
systems but the five -inch now is many times more
popular on personals. Smaller disks are on the
market but until the dust settles and one or the
other becomes the norm, I recommend you stay
with the five -inch.

A 'zap' too
slight for you
to feel can ruin
a disk.

Deciding on Software
Purchasing programs is expensive and frustrating. You will soon learn that programs seldom
work as well at home after you have paid for them
as they did in the store under the clever fingers of
a salesperson. My advice is to research as much as
you can right in the store, by yourself.
Also, most programs are more or less copyprotected but very few stores or mail -order houses
will allow any returns except for defective items,
and then will only exchange like for like. Just because a program is not doing what you thought it
should is hardly any reason for return in the vendor's view. Another aspect of copy protection is
that programs are not readily transferrable from
one system to another, or even from one media to
another in the same system —for example, from
five -inch to eight -inch or to hard disk. This means
you should be sure that the program library and
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system are well matched, expandable to your foreseeable needs or desires, and supported by local
service people. Once you have decided on a basic
library of programs and have researched and actually tested them to some extent, you will be ready
and anxious to decide on a compatible system.
The obvious first choice is the computer itself.
If you want business applications only, you may
want to try something such as IBM PC, Apple
III, or the new Lisa. If you want a combination
device for business, home, and personal, then perhaps the Apple II+ or IIe models are more appropriate. Most personal computers are good
choices; some are just better for different people
and and different applications.
Our personal computer would not properly
handle a color monitor I wanted in connection
with some teaching aids for our grandchildren.
We found it was one of the original wood case
models carrying a very early serial number. Considering that present models are carrying serial
numbers upwards of half a million, a local store
and I swapped, my outdated, nonsuitable model
for its brand -new, usable one.
This real -life experience illustrates a valid point:
computers come in different versions of the same
model as well as major programs presenting two
or more revisions on the market simultaneously.
Sometimes this is entirely innocent in that dealers
are not aware of the change and the packaging of
the programs is very similar. Consequently, it never hurts to ask if the program you are buying is
the latest on the market. The latest is usually but
not always what you will want because it generally has evolved through an avalanche of user requests or complaints.
Mix-Matching Peripherals
When you have decided on a computer, I recommend researching the peripherals. The original
manufacturer's peripherals are not always the best
or the cheapest. Disk drives in particular can be
acquired that have more features, are more compact, and are no more expensive than Apple's. If
you can possibly afford it, get two matched drives
and make sure the coupling cables are at least 36
inches long to allow various convenient placements. One drive can handle a fair amount of
work but two will sometimes save literally hours
of disk handling and data transfer.
Likewise, a TV can be used as a monitor with
most systems. Reading text, however, is much different than watching a movie or playing "PacMan." After a few minutes you will heartily wish
you had purchased a good quality green screen
monitor, or gone really first class and aquired a
high grade expensive color monitor that will give
good resolution in black and white on an 80 -column display. Test the screen before you purchase
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it and make sure it is easy on the eyes or in a short
time you will be spending more money, hating the
system, or not using it.
Printers are another choice which depends on
desired applications. If you plan on word processing to any extent, then you should consider a daisy wheel. As with anything else, you sacrifice one
thing for another. Dot matrix is possibly the most
versatile and is fast. For most applications, avoid
heat - sensitive paper devices. That they are quiet is
about the best one can say for them. Other peripherals for more experienced users include phone
modems, burglar alarms, and household monitoring and operating devices.
Ho me u s age o f co mp u t ers need n o t mean
games. Checkbook routines, interest, future value,
IRA, Keogh, pretax and aftertax yields, mortgage, stocks, bonds, and Treasury investments,
are well programmed and easily used by almost a
rank amateur. You can use "Visi" routines to
schedule your investment programs, retirement
goals, and so on. As a matter of fact, those routines were a major reason the microcomputer became recognized as a usable business instrument
rather than an arcade -type toy. Budgeting, forecasting, cost allocation, amortization, and depreciation where one set of figures is affected by time,
percentages, or other variables are natural uses for
these programs.
Computing at Last
Once you have your system up and running, it
will develop an insatiable appetite for programs
and disks as well as paper. Running both sides
and end for end will sometimes give you four
times the paper usage on long columnar type listings that don't need to be archived. The first thing
you may want to do is start trading programs with
others. In many instances this is accepted and encouraged; in others the authors are quite insistent
upon their rights under the copyright law and the
agreements signed or stipulated upon original purchase. Somewhere the lines have to be drawn by
each individual as to what you will or will not do,
or permit others to do. A public domain program
is one thing; to copy and sell programs wholesale
is another, obviously illegal, procedure. In between is the tough gray area.
More Cautions About System Operations
Research the various methods for disabling the
"reset" key, or rendering it less operable by a
chance misstroke. Do not plug or unplug any devices without having the computer turned off. Especially, do not insert or replace any inside hardware b efo re turnin g o ff th e s yst em and th en
discharging your own electrical charge on the
power supply box as outlined previously. Not doing this just once cost us over $150 in repairs.
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Also, do not circumvent various protective devices built into the system or the peripherals. A
friend of mine ended up buying a new printer because he jury -rigged the control on his printer that
indicated when the paper supply is gone. His
printer head stuck metal surfaces instead of paper
and that was all it needed. Most fail -safes are
there for your protection, not to make things
difficult.
When All Else Fails
In the event of system failure, don't panic. It
may just be sick, and not terminal. Try checking
the seating of the various components in the sockets. You would be surprised how firmly they must
be inserted in order to work properly all the time.
Try to recall just exactly what you did last before
it went down. Did you add or remove a device or
uncouple something and then get called away before completing the installation? Research into
whether your programs all fail or only part of
them, or whether they work on someone else's
system but not on yours.
Be careful about assuming that data is totally
lost on a disk. Perhaps you have only lost the label
or a link that may be restored by knowledgeable
service people or friends. Learn about a stupid sounding routine called "garbage collection" that
sometimes puts a system into a catatonic state for
a few minutes.
Sweet, Sweet Success
After all this trial and error, the bottom line of
my experience with the microcomputer is that for
the very first time in my adult life I feel somewhat
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in command. It has enabled me to do quick routines that we just cannot take time to write on the
small mainframe at work. I have called my wife
on occasion and asked her to run a routine to
check on interest rates and in just a few minutes I
got the results I wanted over the phone. That is
really a user - friendly operation. Even when inhouse mainframes are available, the detailed explanation to the programming staff, requesting
time from data processing, waiting in queues and
such, is much more cumbersome and time -consuming. With the micro I can set up parameters,
formats, and input in minutes, meanwhile producing graphic exhibits rivaling those of most other
systems. You are limited only by your printer capability, your imagination, and by which of the
dozens of good programs you buy.
Such friendly systems are truly ushering in the
"Computer Age." For us as business people not to
give ourselves and our families every advantage in
coping with this environment is bordering on poor
judgment. A much - publicized case a number of
years ago was decided by a great judge named
Learned Hand. His ruling was that a prudent man
must avail himself of the latest technology to protect his company, his customers, and the public.
This ruling has never been successfully challenged. To date, to my knowledge, it has not been
applied to computers. But it is an obligation for all
professionals to consider. Are we leading, following, lagging, or delinquent in applying the most
recent advancements in our field? Perhaps the
best way to determine your current status is to devise a routine and run some statistical comparisons on a microcomputer.
❑
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AICPA and in 1975 by the National Assn. of
State Boards of Accountancy. The two reports —A Post - Baccalaureate Education Requirement for the CPA Profession and Implementation of a Post - Baccalaureate Education
Requirement for the CPA Profession — are
available from AICPA, 1211 Ave. of the Am ericas, New York, N.Y. 10036.

More Companies Sell Plants to Employees

The Management Accounting Section of the
American Accounting Assn. is off the ground and
flying. In its first newsletter, Organizing Chairman
William L. Ferrara reported that more than 1,200
AAA members expressed an interest in joining
the section, of which 627 already have paid their
dues. The objectives of the new section include
improving the effectiveness and efficiency of instruction in management accounting, encouraging research in management accounting, increasing the opportunities for interchange of
ideas among the members of the professional
and academic communities, and encouraging
more capable and promising students to pursue
careers in management accounting. Mr. Ferrara
is a past national vice president of NAA. For
more information, write William Ferrara, c/o AAA,
5717 Bessie Drive, Sarasota, Fla. 33853.

Commission Urges More Education
for Accounting Students
A bachelor's degree is no longer adequate for
entry into the public accounting profession and
a post - baccalaureate education requirement
for prospective entrants should be implemented through legislation. These are the major
findings of an 18 -month study recently completed by the Commission on Professional Accounting Education. The nine - member body,
whose chairman is Wayne J. Albers, a former
national partner of Ernst & Whinney, recommended that the American Institute of CPAs
take the lead in having the post - baccalaureate
education requirement legislated in all states. It
also recommended that a special body should
be formed to develop and implement a specific
national strategy for obtaining such legislation.
The Commission's work, financed by CPAs and
state societies of CPAs, was prompted by concern over the lack of implementation progress
on policies advocating a five -year education requirement, which were adopted in 1969 by the
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

Move to Ease Inventory Accounting Rules
Legislation has been introduced in both houses
of Congress designed to make it easier, especially for small businesses, to use the LIFO accounting method. Observers say there is little
hope for passage but backers of the bills are
hoping they will rekindle debate and force the
Treasury Department into completing its study
on ways to simplify tax accounting.

Number of Banks Will Decline
A sharp decline in the number of banks —from
15,000 in 1980 to only 9,600 in 1990— is forecast in a study co- sponsored by Arthur Andersen & Co. and Bank Administration Institute.
Small banks (under $100 million in assets) are
expected to decline 41 %; at the same time,
large banks
increase their share of assets
from 53% in 1980 to 65% in 1990.
will

Management Accounting Section
Draws AAA Interest

More and more companies are considering alternatives to plant closings, including the sale
of facilities to employees, according to a recent
Conference Board study. The Board notes that
some 60 companies have been bought by their
employees over the last decade, saving an estimated 50,000 jobs directly and thousands more
indirectly. Only two of such companies are reported to have suffered financial failure. The
study covers a detailed analysis of six companies bought by employees, including Hyatt
Clark Industries, Clark, N.J.; Republic Hose
Mfg., Youngstown, Ohio; Jamestown Metal
Products, Jamestown, N.Y.; Saratoga Knitting
Mill, Inc., Saratoga Springs, N.Y.; Bates Fabrics, Inc., Lewistown, Me.; and Weirton Steel,
W. Va. Employee Buyouts: An Alternative to
Plant Closings, is available from Conference
Board, 845 Third Ave., New York, N.Y. 10022.

Business /Accounting Briefs
Geoff Mitchell, current IASC secretary, has
been appointed permanent head of the secretariat of the International Accounting Standards
Committee.
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Why Computer Systems
Conversions Are Tricky
It is a myth that a new system will reduce
the work load; the higher level of sophistication of the system
requires more effort.

There are various types of conversions with
varying levels of complexity. A totally manual
A computer system conversion is the process of system can be put onto a computer. That route is
transferring or of moving from one method of often taken by a small business that has experiprocessing to another. For example, when a firm enced substantial growth. Also, one automated
elects to automate its manual operation, it con- process can be converted to another. Typically,
verts the manual system to a mechanical one. this is done by a medium -sized business that has
Conversion is the change that occurs to a firm's outgrown its present equipment capabilities and
methods of data or information gathering, storing, needs to upgrade to a larger capacity machine.
and reporting. Hardware and software refer re- Normally, both the hardware and the software are
spectively to the computer equipment and the upgraded at the same time.
Companies may convert to a service bureau.
programs that are used.
My qualifications in the area of system conver- This alternative is quite popular because no insions are rather extensive. I have gone through 11 vestment in capital equipment or staff is required.
major conversions to date. I have set up account- The final type ofconversion occurs when a coming systems at multimillion dollar corporations. I pany chooses to install an in -house system. Prihave also converted numerous systems for small, marily, it is large organizations that opt for this
medium - sized, and large companies. My exposure kind of conversion. The types of conversions posto software packages includes A. O. Smith, Mc- sible range from relatively simple and inexpensive
Cormack & Dodge, ADP, MAS, SBC, ASK, and to extremely complex and expensive.
NLT. I have worked with various hardware systems including HP, IBM, MDS, Tandem, NCR, Choosing to Convert
There are an infinite number ofreasons for conMagnuson, and DEC. I am currently involved in
verting
from one system to another, but five seem
bringing up a service bureau system from a totally
manual method at Optical Specialties. My experi- to predominate:
ence now covers a 12 -year period. Much of the basic knowledge that I have built upon came from 1. Most frequently, conversions are implemented
to improve the information available for use by
previous business courses in college and various
management to control the business. Data are
management development courses throughout my
valuable tools for doing one's job.
career.
By Timothy D. Chubb

Timothy D. Chubb is
controller of Optical
Specialties, Inc.,
Fremont, Calif. He
holds a B.A. degree in
management from St.
Mary's College, and is
a member of the San
Jose Chapter, through
which this article was
submitted.
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1982 -83
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Taking the Right Steps

is

The key to all successful conversions is in making the right decision about which systems to obtain. Making the right conversion and systems decision is the most important step of all.
Growth expectations over a forecasted period of
time should be reviewed. Most companies use a
long -range forecast — usually covering a five -year
period. Five years allows for normal "peaks and
valleys" id the business cycle throughout that period, usually without distorting the overall growth
predictions of the firm. If a shorter period of time
is used, the company may well find itself converting again because the forecast was too nearsighted. Conversely, trying to predict economic and
market conditions beyond five years is impossible
at the rate our world
changing. The expectations of where the company intends to be must be
coordinated with the economy.
Too often, a company's forecast has had to be
adjusted to match it with the "real world." Generally, the optimistic five -year plan of a company
must be adjusted to a realistic growth expectation.
Once the forecast is aligned, it can be analyzed to
determine what type of system and software is required to meet those projections. Knowing the
size of the company to day, an d the expected
growth of the business over the next five years, a
company is better equipped to make the appropriate decision on which conversion to implement.
Managers must be realistic when deciding on
which system conversion would be best. One comMANAGEMENT ACCOUNTING /SEPTEMBER 1983

pany I worked with, a government- contract type
of business, was totally unrealistic in its expectations. It committed itself to a large mainframe
computer and extremely sophisticated programs.
When the Reagan Administration cut all the energy and solar projects, the company found itself using only 20% of the system.
At the opposite extreme, another corporation
underestimated its needs. As a result, it went
through four major conversions in five years. At
the end of those five years, its systems were so
mixed up they looked like a fruit salad. It is important to meet the needs of a growing concern,
not to exceed them. In other words, don't build a
Taj Mahal when all you need is a grass shack.
Expansion for future growth must be considered when converting systems. When a realistic
forecast indicates that there is going to be substantial growth, the system to be adapted should be
one that will meet the needs of the business for the
next. 10 years. Not only should the equipment
have the capability for handling expanded memory and processing requirements, but the software
also must be such that major modifications are
not required at any time. When proper expansion
for future growth is not considered, a crisis is inevitable. Many companies have literally been
brought to a halt by such crises.
It is imperative to get a system with a common
data base in order to handle expansion. This relatively modern idea has developed out of the last
20 years of experience in the business world. It
simply means that only one large file (data base)
should be maintained rather than several files.
For example, in a manufacturing environment,
the purchasing department and the accounting department deal with the same vendors. In the "old
days," the former had a purchasing system and
the latter an accounting system. Both contained
similar information about the same vendor. Making this vendor file one common file (base of data)
ensures that there is one source instead of two. As
a result, the data base can be managed much more
efficiently, and it allows for more flexibility in
planning for future needs while at the same time
minimizing storage needs. In selecting the right
system, planning properly to accommodate future
growth will complement expansion.
Three approaches can be used to decide which
available system and software (commonly called
"package ") are best suited for the needs of the
firm. For medium -sized or large corporations that
typically buy both the equipment and the software, the key is compatibility. The programs must
work on the computer selected. Obtaining both
the machine and the programs from a sole manufacturer, such as IBM, is probably the preferred
approach. However, because there is such a broad
selection of firms offering these products, a couple
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2. A company may elect to convert to maximize
its profits. In our industrial capital society, the
name of the game isprofit.Many profit opportunities are missed when information cannot be
obtained on a timely basis. Computers enable
us to take advantage of those opportunities and
react quickly to market changes.
3. Conversion may take place to safeguard the assets of the company. Where a lot of money is
invested, proper controls and data are necessary to reassure the stockholders that the assets
are being managed properly.
4. A company may elect to convert to a better
system to maximize cash flow. While a bit less
visible than other conversion reasons, it is to a
company's benefit to make maximum use of its
cash, particularly in a high - interest economy.
5. A company may want to reduce its work load.
However, as will be explained later, the company may be laboring under a misconception
here.
I have described just what a system conversion
is, some of the reasons for converting, and what
types of conversions are most. common. Now let
us take a behind - the -scenes look at what is entailed in converting a computer system.
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of other choices should be considered. I do not
recommend the following two methods of decision
making, although some groups have had moderate
success with them.
Buying the software packages from one vendor
and then finding the computer system to run it on
is, in my opinion, like buying a supply of unleaded
gasoline and then shopping for a car. It tends to
limit your selection to the models that are most
compatible, but not perfectly compatible. In contrast, to purchase a computer from one vendor
and then search for the programs that will fit always requires compromise. The most advantageous approach would be to know what result the
business requires and then to select the operating
system from one vendor who will supply and
guarantee the complete package.
Smaller companies most often consider service
bureaus when making a decision to convert systems. Service bureaus are probably a preferred alternative for smaller companies. They offer several advantages a smaller company would not be
able to get elsewhere. For instance, very little investment in capital or staff is required. For a
small, cash - conscious organization this is ideal. It
permits the use of a fairly sophisticated computer
and programs with very little effort or cash. Service bureaus are like mutual funds in that many
small investors pool their needs to achieve results
that normally would be beyond their reach for
quite some time.
However, the disadvantages of service bureaus
must be considered as well. The programs are run
on a time - sharing basis and are usually more basic
and rigid than individually -owned programs.
Therefore, an individual user is limited in what it
can get in the way of customized reports or programs. The software is designed to satisfy a broad
base of customers, from retail concerns to manufacturing companies. The small business is forced
either to set up manual subroutines outside the
system or to enlist a consultant's services to design
a special program to be run elsewhere. Service bureau use normally is supplemented by other systems or outside consultants to fill in the deficiencies that exist in that method of data processing.
Still, for companies with annual sales of less than
$10 million, a service bureau is a viable alternative
to consider when converting systems.
Make a Comparative Analysis
When doing a study for selecting the right conversion, always include a comparative analysis of
the alternatives available. The management of the
company then has a visual comparison of the facts
being presented. Small companies should show
comparisons of service bureaus, while medium sized and large companies will want to weigh the
costs ofleasing versus buying.
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In lease -buy comparisons, a break -even chart is
always important to provide a visual perspective.
Even when the question is whether to continue
with a service bureau or to develop an in -house
facility, this type ofchart is very useful. An effective presentation should include other, related
cost comparisons, such as staffing requirements,
facility costs, expansion costs, and service and
maintenance expenses. The more thorough and
detailed the comparative analysis, the better the
chances of making the right systems conversion
decision and achieving optimum results.
Making a good decision on a particular system
involves intensive interviewing and discussion
with a wide variety of people. A common mistake
is to hold talks only with the sales representative.
Caveat emptor—let the buyer beware —is sound
advice. Other customers should be interviewed as
well to get a true picture of the system's strengths
and weaknesses. Some conversions in which I became involved included talking with the technical
staff, which is an effective step to take.
Service after the sale is often just a facade presented by the salesperson. One must obtain feedback from other sources to determine whether the
service will be provided. For instance, will the
software packages be updated, and if so, how often and how extensively? A package that is sold
without updates will be obsolete in less than a
year. It would be like buying an expensive library
of encyclopedias and not getting the yearbooks. If
the documentation is offered, get a user's perspective on just how good it is. Ifit is poor, the user
will give you an earful. Knowing what to ask is a
function of experience, but the more extensive the
research before signing on the dotted line, the better the chances of making the right choices.
Training and documentation should also be included in every system conversion decision. Without them, or with minimal training, the system
will never be used correctly or to its full potential.
I can recall one painful experience with a company in Ohio that received minimal training. No one
used the system because no one could get accurate
reports from it. The company was investigating
conversion to another system. A contract analyst
was hired to come in, document the features, and
train the staff. When the training was completed,
there was no longer a need to consider converting
systems. The $10,000 spent to train the users
saved this company $200,000. But be aware that
even the best training and documentation must always be individualized to fit the specific requirements of that business. Without sufficient training
and reference manuals, no system conversion can
be successful.
Something else to watch for when deciding
which conversion is right for a firm is whether the
new system complies with all laws and regulaMANAGEMENT ACCOUNTING /SEPTEMBER 1983
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unnecessarily in the coming years because they
don't do their homework. All alternatives must be
explored. A company must analyze, in a clear and
concise way, what it wants. It is the most critical
step in converting computer systems to achieve
positive results. Unfortunately, many firms pay
the consequences over and over again of not taking that step seriously enough.
Starting the Conversion
Once a system is chosen, the actual conversion
can begin. Staffing requirements must be studied,
based upon the system to be implemented. Many
alternatives are available; a combination of those
alternatives can be assembled for maximum results. Obviously, the current staff should be reviewed thoroughly and a profile should be made
of their strengths and weaknesses. The amount of
time the current staff has to spend converting also
should be investigated. The results of the analysis
can th en be used as a basis fo r co ver i n g
deficiencies.
If the growth expectations of the business call
for additional staff in the future, the desirable
path to take is to add the people to support the
conversion effort, and once the system is converted, reallocate the resources (people) to other
needs. The additional people will include one or
two for each user - affected area and, depending
the type of conversion, may also include systems
analysts or programmers. I prefer this method because it allows the current staff to concentrate on
the present method while permitting the new staff
to dedicate itself 100% to getting the new system
in place and documented. Many system conversions have failed because unreasonable burdens
were placed on the current staff. Its work load
was virtually doubled.
A common misconception I mentioned earlier
is the justification management commonly uses:
that the new system will reduce the work load.
This is a myth. Not only does the conversion add
more work initially, but because the system adopted brings a higher level of sophistication, more
people are required to support the increased data
input.
Larger companies sometimes opt for hiring
temporaries for the duration of the conversion.
However, that is a poor solution because it has an
adverse effect on the full -time staff. Logically, it
triples its work load. In addition to keeping its
regular work current (plus trying to convert to a
new method), the staff is expec>ed to train temporary people who have no knowledge of either system. Furthermore, temporaries are not as motivated to perform high quality work.
Larger companies also sometimes supplement
their staffs with consultants or systems implementation specialists. This method has been increasing
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tions. If, for example, a company were investigating several payroll processing services, it would
want to know whether all withholding tables were
in accordance with IRS rules and whether its pay
calculations complied with all labor laws. Many
services do not comply with all labor laws, and do
not comply with standard accounting practices established by the Financial Accounting Standards
Board (FASB) or the Cost Accounting Standards
Board, (CASB). The system developers or software manufacturer should be made to state in
writing that it does comply with all pertinent laws
and standards as part of its standard warranty.
When a system is being chosen with several
computers or several packages, make sure they are
compatible with each other. For example, the purchasing module should interface with the accounting module so that a common vendor file can be
used. Hardware compatibility is a more obvious
need because of the complexity of electronics today. If all connectors between a terminal and a
computer are not correct, they won't work. At
one company, the accounting systems did not
work with the manufacturing systems, a situation
that I found extremely frustrating. The point is
that the frustrations could have been avoided if
the proper conversion study had been made.
Remote- location or multi- divisional systems to
be converted must be looked into before deciding
which conversion to adopt. Typically, larger organizations have conversions of this magnitude. The
compatibility and growth expected are very critical topics in the decision - making exercise.
Surprisingly, an often overlooked consideration
is the reliability of the service or system. It's hard
to imagine, but ifthe system or service is "down"
more than 5% of the time, it can cripple a company's efficiency. Profit opportunities can go by because the proper data necessary to make appropriate business decisions are not available. It is vital
to a business to have quick information, and if reliability is not questioned in the system decision making process, the results could be devastating.
Part of the conversion decision is deciding
whether the conversion will include on -line or
batch mode processing. On -line refers to the ability to be hooked directly into a computer; batch
refers to the slower concept of entering data into a
peripheral machine and subsequently putting it
into the computer. Some service bureaus offer this
option. It is also a consideration for purchasing an
in -house system based on the company's expectations. The cost - versus -speed issue (on -line versus
batch) must be resolved prior to commitment to a
specific type of conversion.
About 50% of all conversion decisions are not
studied in depth beforehand. This is evident in the
volume of conversions that continue to occur.
Several companies will spend millions of dollars
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in popularity in the last decade and, although
quite expensive, it has been a moderately successful alternative. The consultants' fees average $45
per hour. As part of the conversion program, a
plan should be developed for filling staffing req u i r eme n t s th at will en s u re a su ccess fu l
conversion.
The actual implementation, or conversion, of
the system is a task within a task. Many intricate
details require constant attention throughout. The
keys to success are organization and management
of the project. Most conversions take from three
months (manual system to a service bureau system) to two years (large corporations installing
the most complex computers and software). In
most successful conversions, as much time went
into the planning and preliminary work as into
the conversions themselves.
The programs must have three main ingredients: a task force or steering committee, a project
leader, and a flexible timetable. The task force
typically is made up of one key person for each
module or area of responsibility. It is that person's
job to see that the plan is carried out for the respective areas under his or her jurisdiction. The
project leader is the one who coordinates, monitors, and controls the actual conversion activity.
Both the leader and the steering committee review, adjust, and execute the implementation in
conjunction with the timetable. (Timing is a critical item. The conversion should be planned for a
slow period and at a logical cutoff point. There
must be a consensus of all affected areas as to the
best time to implement the new system.) Flexibility, tolerance, and patience are also necessary.
The plan should be followed at all times; it is
the comprehensive road map that ensures the accomplishments of the team. One very important
part of the plan is running the old and new system
parallel for a minimum of two months. Using the
same data on both systems will cause any problems to surface when the output is compared. You
will have the satisfaction of knowing that all the
bases have been covered. After the systems are
synchronized, historical data are loaded and the
n e w c u mu l a t i ve t o t al s a re co mp a re d an d
balanced.
When the new system is ready to be released,
all- system security should be set up where appropriate. The system security is to protect the company from misuse by unauthorized persons. It is a
list of passwords issued to respective users who
are to be authorized. The passwords are normally
changed quarterly. The conversion will have a
high rate of success if it is implemented in an orderly, planned manner.
The human aspects of the system conversions
also represent a key ingredient to the success of
the project. Many companies — particularly large,

impersonal ones —tend to ignore the importance
of people in reaching a goal. Most of the penalties
that too many companies pay can be avoided if
they just remember that people make or break the
business. Understanding this area of conversions
can itself make all the difference. What works is
teamwork, attitude, high morale, and good communications. What does not work is blatant disregard for people and refusal to acknowledge what
is really happening in the company.
One organization's conversion efforts failed. After almost two years, it was still trying to "get it
together" but with a 55% attrition rate, it was obvious that it would not succeed. Ironically, the
company's director of human resources published
a report on turnover costs showing the average
cost to be more than $ 10,000 per employee!
At a workshop I attended, we played a game
that brought it all into perspective. We paired off
and were told to study our partners for one minute, turn our backs on each other, change five
things about our appearance, and then turn back
and identify those changes in our partners. We
then were told to do it again, but this time we
were asked to share our feelings. Frustration, anger, irritation, fear, helplessness, and embarrassment were shared by all. The point to this game
was to increase our awareness of how people feel
when we make changes — especially of entire
systems!
It is important to convert systems in a way that
minimizes frustration. A common fear is that the
new system will eliminate a person's job. Actually,
more jobs and work are created —not eliminated—
wh en co mp ut er syst ems are i mpl emen t ed o r
changed. Dealing in a positive way with the human aspects of change as they relate to conversions will dynamically increase the success of the
project. But the people involved must be recognized and their feelings understood to make sure
that they are part of the solution and not part of
the problem.
My exposure to conversion has allowed me to
form a failure analysis list of mistakes and pitfalls,
showing why some of them have failed. The major
problems are turnover, lack of organization, poor
support from top management, inadequate staffing, failure to establish goals and milestones, and,
of course, making a poor decision when selecting
methods. Many conversions have failed in one or
more of these ways. Their only value is as a learning experience.
Doing a Postmortem
When the system conversion is concluded, it is
most useful to do a follow -up. In that postmortem
we focus o n wh at went right an d wh at wen t
wrong. We try to assess the satisfaction level and
to identify any further enhancements that are necMANAGEMENT ACCOUNTING /SEPTEMBER 1983

essary. It is a good idea to review the original list
of goals or benefits we had hoped to achieve. Did
speed and efficiency improve? Were these improvements in the management reports? Is the
company now able to manage its assets better? Is
it maximizing cash flow? Are there any other tangible benefits to add to the original list? The postmortem is a very useful tool with which to reflect
upon the process.
A question that is sometimes asked is what kind
of background is required to do a system conversion . It requires three essential areas : a working
knowledge of data processing (programming and
system operation); a minimum of five years working accounting experience; and, most important,
previous conversion exposure. These ingredients
are essential to being able to handle any system
conversion.

System conversions often tend to be very frustrating, but they need not be. A conversion is an
extremely difficult task that has many critical factors. A conversion can be done in a number of
ways and for a number of reasons. Proper selection of the system to be implemented is the most
important aspect. If all the angles are not considered, the conversion can become a nightmare. It
requires discipline, organization, and control. An
often overlooked aspect of a system conversion is
that it is a human event , requiring an inordinate
amount of teamwork for its accomplishment. The
procedures involved in converting a computer system are extremely complex, and they require special skills and expertise. The process can either be
a frustrating task or a rewarding one. With proper
organization and planning, it can be a truly rewarding and gratifying experience.
❑
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Redesigning Accounts Payable
Many companies are still handling their vouchers manually.
That system may have worked in the 1950s, but microfilm filing and retrieval
make more sense today.

By John F. Guldig
Company X has been experiencing rapid growth
and expansion in sales, assets, and production
since initial operations began in the 1930s. In the
last eight years, Company X has moved from the
top 100 to the top 40 in the Fortune 500 listing.
John F. Guldig is This type of growth has generated three common
accounts payable
problems in accounts payable record retention
manager of Ashland
that are associated with rapid expansion: probChemical Co., Dublin,
Ohio. He has a MBA
lems of space, of information systems and flow,
degree from the
University of Dayton. and of material (document) handling. I will deHe is a member of
scribe in detail the job design and redesign of the
Columbus Chapter,
through which this accounts payable retention operation as a solution
article was submitted.
to the above three problems.
The basic design as it has evolved through the
Certificate of Merit,
1982 -83. years, with little change, is of a hard -copy voucher
retention retrieval system. The description of this
system and the job functions associated with the
operation will be detailed next, and I will also
specify the types of problems associated with a
hard -copy vo u ch er s ys t em in a gro wt h
environment.
The objectives of the job redesign and a description of the document flow change, as well as a detailed description of the microfilm filing and retrieval system as a replacement for the voucher
job design, will then be presented, followed by an
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analysis of the results after 12 months of operating
on the microfilm system.
How We Did It —The Hard Copy Way
Accounts payable currently processes an average of 20,000 invoice packets each month. During
fiscal 1981, more than a million and a half pieces
of paper related to these invoices were retained as
a permanent record to support the invoice payments. These records are consulted on a daily basis by various staff departments, including acco u nt i ng, treasu ry, au d i t i n g (i n t er n al an d
external), tax, and tax auditors, as well as operations management for the various divisions.
In order for Company X to operate within external legal environment constraints (i.e., IRS audit or nonpayment suits), these documents must
be kept as a permanent record for seven years.
Document retention is controlled by two functional groups within the general accounting department (see Figure 1): accounts payable control and
central files. Each document packet originates in
the accounts payable section of accounting, where
the necessary preparation is made and documentation for payment is done. The packets are then
processed by the divisional accounting groups for
cost coding to the specific areas of operation.
Next, all invoice packets are funneled through
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

the accounts payable control section, where they
are examined for arithmetic accuracy, batched,
and forwarded to the computer science and services department for entry into the computer system. After the invoice payment information is entered into the computer data base, the documents
are returned to the accounts payable control section. The control clerks then manually match the
invoices with the actual check generated by the
computer and forward the check, a copy of the
check, and the associated invoice documents to
the treasury department for verification.
Once treasury verifies the match of the checks
with the original invoices, the "valid" or accurate
checks are held manually by treasury until the due
date, at which time they are mailed to the vendor.
The invoice packets with a copy of the relevant
check in each are then sent to central files. Items
that are incorrect or "invalid" are sent back to the
originating accounts payable section, and the cycle is repeated for those transactions. The generated check for each invalid transaction is "voided"
and backed out of the data base by a manual journal entry.
All the documents and a copy of the checks for
the paid invoices eventually end up at the central
files section, which consists of a group of 12 file
clerks and a supervisor. This group:
1. Attaches each invoice pack to a cardboard
backing with a copy of the check on top and

files the packets in check number order.
2. Retrieves the hard -copy "vouchers" upon request, marking the vacancy with a "sign -out"
card. The sign -out card records who has the
voucher and when it was checked out.
Because of space limitations, the central files
group can only maintain a three -month active file.
After three months the documents are sent to the
archives warehouse for storage. This warehouse
h o l d s t h e vo u ch ers fo r s even years b efo re
destruction.
The accounts payable record retention system
design, as described above, was viable for a small
to mid -sized manufacturing firm operating in the
late 1950s. It does not work for a major corporation operating in the technology and high -speed
information demand era of the 1980s. The major
problems of this system design are:
1. Flexibility for growth. This system can only
grow by using valuable space. It has already
grown beyond the allocated space capacity and
there is virtually no room for future expansion.
2. Document flow. The document flow for this
system design is awkward at best. Each document must be processed through five different
departments: accounts payable, accounting, accounts payable control, computer science, treasury, and back to accounts payable control,
and then on to central files. Invalid transac-
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Action steps:
1. Sort, file, match, and process documents
2. Account distribution coding
3. Examine calculations, batch
4. Data entry— keypunch
5. Match check, copy of check, check and invoices
6. Verify check and invoice, mail check, return copy
of check and invoices to central files
7. Make vouchers, file, and retrieve as necessary

The hard -copy
system was
awkward at
best, difficult
to control, and
left little room
for growth.

tions (approximately 3 %) will flow through
twice.
3. Information control.Two percent of the vouchers are misfiled and the information in these
vouchers can never be retrieved. Many of the
vouchers that are retrieved and sent to various
operating and staff personnel throughout the
company are never returned, and vouchers that
are returned are often incomplete or damaged.
Because of the organizational structure of Com-

In going to
microfilm, the
firm eliminated
141 bs and
reduced filing
space from
4, 000 to 500
sq. ft.

The Microfilm Way
Change or redesign just for the sake of change
is foolish and expensive. In any system, there are
many ways of achieving the same goal. The major
goal of an accounts payable records system is to
provide information on a timely basis as effectively and economically as possible, using the technology and the resources available.
Simply stated, the major objectives of the microfilm filing and retrieval system are to provide a

Figure 2
Company X
Accounts Payable Document Flow Microfilming System
Source documents

I Accounts payable I

Accounting
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Receipt of material
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Key:
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D. Coded documents

Action steps:
1. Sort, file, match, and process documents:
check arithmetic accuracy.
2. Account code.
3. Film: enter on line.
4. Verify documents; mail check.
5. Check film; destroy originals.
6. File film copy.

pany X the same voucher is often requested by
several different employees at the same time. For
example, a voucher that is suspected of being a
duplicate payment could be requested by purchasing, accounts payable, auditing, treasury, accounting, and operating management. In most cases of
this nature, at least two people from these various
groups need the voucher at the same time, but
there is only one copy of it, so only one person at
a time can review the information. Therefore, this
system causes serious delays in necessary corrective action. Also, the time lapse from the moment
a document enters the system until it is in voucher
form ready to be retrieved is approximately two
weeks. This time lapse represents an information
void for each document processed, which leads to
a serious lack of control in the accounts payable
process.
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smoother, faster, and cheaper means of filing and
retrieving information while maintaining adequate
back -up support for various accounting, audit,
and taxing functions. The system must also ensure
unlimited flexibility for future expansion.
In order to reach these objectives, the microfilm
system is designed to:
1. Capture and record all information as close to
the original source as possible.
2. Prevent the unnecessary flow of documents between people and departments.
3. Prevent the unnecessary physical sorting and
matching of documents.
4. Prevent occurences of `out of file' files and lost
documents.
5. Reduce considerably the time necessary to prepare, file, and retrieve documents.
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

6. Provide complete, current, and readily available information of a high enough quality to
sati sfy all rep o rt i n g o b l i ga t i o n s o f t h e
company.
The procedures for handling hard copies of
documents in Company X's various operating and
filing sections fall short of meeting these objectives, while the microfilm system meets all of
them.
DOCUMENT FLOW
The Microfilm retrieval system eliminates two
sections that handle documents under the voucher
system: the accounts payable control section and
the central file retrieval section. Under the microfilm system, document flow for each invoice packet is outlined as follows (see Figure 2).
Invoices are assembled into document packets.
Each document packet originates in the accounts
payable section of accounting, where it is prepared
and documented. Then, the accounts payable
clerks check the arithmetic accuracy of the work
done by the accounts payable control group. The
accounts payable clerks also code 40 to 50% of
the documents, thus bypassing accounting. Items
that acco unts payable canno t code st ill flow
through accounting.
The documents then flow directly through the
microfilming section, where they are filmed and
batched for data entry and treasury verification.
After t h e d o cu me n t s are mi cro fi l med and
batched, they are entered on -line to the computer
data base by data entry operators in the accounting department. The data entry and microfilming
groups function as one unit in the accounting department under the same management and supervision to facilitate document flow and cross training.
The completed document batches are then forwarded to the treasury department for verification. Once the treasury department verifies the invoices, the verified batches are returned to the
microfilm section to be held in suspense until the
related film cartridges can be edited. After the
film is certified to standard acceptance, the original documents are destroyed.
DOCUMENT PREPARATION AND FILMING
Documents ready for microfilming are received in
the microfilming section from the various accounting groups. The documents are batched into
stacks of approximately 50 each. The stacks are
then assigned a control number and placed into
"batch boxes" for ease of handling.
After the documents have been batched, the
batch control clerk initiates a Microfilm Process
Report and Certificate (MPRC) by completing
the first four elements of data on the card. These
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are job title, department, type of document, and
indexing. The MPRC card is designed to serve
several purposes:
1. Declaration ofintent. A statement at the beginning of the microfilm roll that declares what
you are about to film. This is necessary for legal purposes when presenting microfilm as
evidence.
2. Certificate of authenticity. A statement at the
end of the microfilm roll that certifies that all
microphotographs appearing in this section of
film are true copies of the original documents.
This statement also is necessary for legal purposes when presenting microfilm as evidence.
3. Filming production report. A statement of the
job specifications and filming production data
to be completed during the filming process by
the camera operator.
4. Processing production report. A statement of
film processing data to be completed by the
film processing operator.
5. Inspection report. A statement of any defects
found during the inspection process.
6. Finishing report. A statement of the final processing state of the film.
The MPRC card is filmed at the beginning and
end of each roll of film, and it carries both the
beginning and the ending sequential numbers. All
document packets in between are numbered sequentially with an automatic numbering machine
by the microfilm clerk.
The actual filming of the documents is done in
five stages:
1. Vendor coding and document preparation for
filming. This includes batch and document
number assignment.
2. Filming each document by means of a planetary microfilm camera system, using one piece
of paper per image. The standard operation for
a planetary camera system is 1,000 documents
per hour.
3. Rebatching the filmed documents, checking for
document numbers. Forwarding exposed film
to the processing group and the filmed documents to data entry.
4. Receiving processed film cartridges from processing and hard -copy documents back from
treasury. Editing the microfilm rolls to meet
quality standards and destroying original documents once film has been approved.
5. Distributing film cartridges to various user
locations.
Measuring Results of the System
After 12 months of operating the record retention system with the microfilming process, the
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Table 1
Comparison Between Objectives and Results
Objectives (Standards)

Results (Actual)

1. Capture and record all information as close to the

1. All documents are filmed upon receipt in the

original source as possible.

Under the new
system, the
retention
center has not
failed once to
reproduce all
supporting
information.

2. Prevent the unnecessary flow of documents between people and departments.

2. The accounts payable control department was
eliminated. Data entry and microfilming are combined into one group. Each document is handled
only once, instead of twice as before. As a result,
staff reductions from 24 to 10 people with one supervisor instead of two were made.

3. Prevent the unnecessary physical sorting and
matching of documents.

3. All matching and sorting has been eliminated.

4. Prevent "out of file" and ''lost" documents.

4. Since the beginning of the microfilm system, the
retention center has not failed to reproduce. upon
demand and within minutes, any and all necessary
supporting information. This is the single most important accomplishment.

5. Reduce the time necessary to file and retrieve
documents.

5. Void time has been reduced from two weeks to three
days.

system may be analyzed by comparing the actual
results with the objectives cited above (Table 1).
In addition to achieving the objectives named in
Table 1, the microfilm system solves the problems
of space and flexibility for growth in the accounts
payable record retention area. A film cartridge
five inches square and one inch thick holds the
equivalent of a five drawer file cabinet of hard copy vouchers, enabling a file cabinet of cartridges
to store 12 months of information. A "reader
printer" for the microfilm is stored on a desk sized table top. As a result, the space necessary for
a desk and a file cabinet replaces the space requirements of the voucher cabinets (approximately 4,000 sq.ft.). Reader printers and copies of microfilm are placed in the key user departments,
eliminating the need for central retrieval files and
personnel.
In s u mmary, th e ch an ge fro m hard -co py
vouchers to microfilm allowed the company to reduce staff from 24 to 10, reduce the number of
filing cabinets from 780 to one, and reduce the
amount of space needed from 4,000 to 500 sq. ft.
These relative numbers indicate that the space
and personnel required for an increase of any proportio n wou ld be much more inflexible with
vouchers than with microfilm.
The human factor in the job redesign is important. In redesigning the record retention system
the number of jobs subject to control was reduced
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microfilm section prior to data entry and treasury
verification. Once filmed, the information cannot be
'lost.'

from 24 to 10. The 14 jobs eliminated were mechanical and boring ones of matching and filing.
Because of the nature of these tasks, the turnover
was quite high and the jobs were eliminated without layoff. The new function of microfilm operator is much more challenging and varied. Although training time has increased, turnover has
been reduced substantially.
"Living Case" of Job Redesign
The accounts payable records system design
and redesign serves as a "living case" analysis of
job redesign through the introduction of technological change. Introducing microfilm technology
into this system has provided a smoother, faster,
an d ch eap er means o f fi li n g an d retri eving
information.
Bas ed on th e abo ve an alysi s, man agement
should incorporate the microfilming of accounts
payable records into corporate policy and structure as a permanent system and monitor this system for improvement on a continuous basis.
Microfilm technology is as important to record
retention information as computer technology is
to complex mathematical problem solutions. The
implication for management in this analysis is that
all areas in which hard -copy records are retained
should be examined for the cost benefits to be derived from introducing microfilm technology and
redesign.
0
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Microcomputers: Successful
Management and Control
Corporations must manage microcomputers
like any other information resource.

ByRobertW.BackesandRobertJ.Glowacki
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Personal computers are spreading like wildfire
through corporate offices because managers are
finding them a powerful aid in generating ad hoc
reports, development of forecasts or strategic
plans, consolidation and review of annual operating and capital plans, and various other special
analyses. These ad hoc reporting and analysis
needs often cannot be supplied by data processing
services through mainframe computers because of
limited DP resources and a backlog of service requests in support of large routine record - keeping
systems.
Thus, the development of the microcomputer
and "user- friendly" languages and programs has
given end -users the opportunity to reduce manual
efforts, increase productivity, and gain greater
control of their own information through installation and generation of their own systems. Increasing numbers of managers are doing some of their
own programming, and using the microcomputer
to develop forecasts or strategic plans or to perform various analyses as they see fit. A recent survey of 229 companies by the Administrative Management Society revealed that executives and
managers at 43% of the companies, and administrators at 38% of those surveyed, have access to
personal computers at work.
In the U.S. pharmaceutical products division of

Schering - Plough Corp., during the last two years,
three microcomputer centers have been installed
in finance, and 20 other centers established within
our marketing, administrative, manufacturing,
and quality control functions. Our key finance applications include:
• Annual and strategic plans' development, review, consolidation, and analysis;
• Cap it al p roj ect s ' p l an n in g, an al ys is , an d
control;
• Monthly "latest estimates" of financial data;
• Product line financial analysis and "what if'
simulation;
• Headcount control; and
• Cost estimating.
"User- friendly" Languages and Programs
One of the key factors in our growing use of
microcomputers for business applications—ac counting, budget, forecasting, financial record
keeping —is the best - selling software program
known as "VisiCalc."1 As an all- purpose planning
and modeling program, it is especially popular
with our management accountants because it simulates an "electronic worksheet."
With VisiCalc, the computer screen displays a
section of an electronic worksheet with columns
and rows. In each entry position we can insert a
description, number, or formula for computation.
MANAGEMENT ACCOUNTING/SEPTEMBER 1983

Managing Personal Computer Use
Such user- friendly programs are one way personal computers can simplify managers' jobs.
However, they can cost more than they save when
incorrectly used. Many executives overlook a critical problem— inherent in the use of any computer —that is exacerbated by the spread of personal
computers: the need to manage information more
closely.'
Some of the problems that we have faced include the danger of a manager storing information
on a personal computer and leaving the company
when no one else knows how to gain access to his
file. There is an even greater danger of incorrect
information in personal computers being transferred to master files in cases where the personal
computers have capability of interaction with
mainframe computers and files.
Consequently, the use of microcomputers has
increased the need for companies to manage information effectively. There is a tendency for DP departments to avoid significant support for microcomputer systems aside from consultation on
hardware and software selection. Although data
processing departments have the most knowledge
about computers, they have a big - machine orientation. Because of the departments' scarce resources and limited experience with microcomputers, we made sure end -users were directly
involved in selecting their own hardware and software, in applications development, and in managing their information.
Data Processing Involvement
In each case, the degree of data processing involvement in microcomputer implementation has
depended upon the interests of end -users and the
sophistication of the microcomputer environment.
Where microcomputers interact directly with
mainframe computers and master files, data processing necessarily has been more involved to control data security and the potential effect on other
MANAGEMENT ACCOUNTING /SEPTEMBER 1983
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parts of the organization. In the majority of standalone instances, the DP department has limited its
involvement to consulting on hardware and software selection and assisting in negotiations for
purchase.
Our experience has been that the best approach
with first -time microcomputer users is to set up
small microcomputer information centers under
the direct responsibility of one manager. Microcomputer ap plications are then op erated in a
stand -alone environment with no direct link to
production business systems. The end -user manager is held responsible for the security, accuracy,
and processing of data on the microcomputer.
Also, he is responsible for training on the equipment and software, making it available for use by
other managers, and ensuring the center meets
standards and guidelines for administration and
control.
In this environment where the end -user has full
responsibility for security and control of microcomputers, there is a need for formal standards
and guidelines similar to those used, on a larger
scale, by the central computer center. These administrative and control aspects are necessary to
monitor how the computer center is being used,
assure adequate documentation of applications,
set report standards and control, and provide instructions for training, equipment servicing, and
purchase of supplies. We have developed the following basic microcomputer control guide to provide a means of establishing these administrative
and control guidelines.

rl,

VisiCalc then automatically performs all calculations, displaying the results on the screen. When
finished, we can print specified portions of the
"worksheet" using an optional printer, and also
store the model on disk for later use. Table 2
shows a special program we d eveloped using
Visicalc.
Visicalc is one example of the many user- friendly programs now available for microcomputers including data base managers, file management systems, scheduling, text - editing, and so on. These
sophisticated nonprogramming systems designed
for business people are relatively easy to use, with
simple instruction manuals. Other "calc" software
is on the market as well, such as "SuperCalc" and
others.

Robert W. Glowacki is
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Schering - Plough Corp.,
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Microcomputer Control Guide
Maintaining Activity Log. An activity log is
maintained to evaluate each microcomputer's
usage. When an operator uses the microcomputer the following must be completed on the
Microcomputer Log:
• Date —Date equipment is used.
• Time On —The time of day (hour and minut es ) the o p e rat o r s t art s usi ng th e
equipment.
• Time Off—The time of day the operator finishes using the equipment.
• Operator's Name.
• Name of Application or Report—The title
or a brief description of the application or
report. I f training so state.
Note: When the equipment is being used continuously on one application during a day e.g.,
development of manufacturing budget, there
need be only one sign -on and off for that day
regardless of the number ofdifferent programs
run.
2. Approval of Applications Before a new application is added to the microcomputer it must be
reviewed by the manager responsible for ad49

ministering the microcomputer installation.
This review is accomplished by preparing a Microcomputer New Applications Review form
(See Table 1). Completion of this form enables
the manager to determine potential conflicts in
scheduling the application on the terminal, especially in situations where the computer installation is serving multiple departments.
Documentation. All regularly run (monthly,
quarterly, and so on) applications or reports

Many managers
are doing their
own programming, forecasts,
and strategic
plans.

Table 1
Microcomputer New Applications Review
• Application ! report name:
• Responsible dept.:
• Responsible individual:
• Purpose of application J report:

• Frequency of update (monthly, quarterly, or
yearly):
• Time required on terminal to update:
• Workday application J report due:
• Identified software:
• Estimated benefits or savings:
• Other comments:

Sponsor's Signature

must be documented similar to write -ups of
manual procedures. Such documentation enables another person to update and run the application in the absence of the regular operator.
Documentation must include the following:
• General description of the application or report with due dates.
• Detailed description of each report with
sample outputs.
• Distribution of each report by name and
location.
• Description of the data source, i.e., individuals, reports, and files needed to complete or
update the application or report.
• Specifications which include the calculations
necessary to produce the required information and step by step instructions on how to
arr i ve at th e co mp l et ed rep o rt or
application.
4. Scheduling Applications. The Microcomputer
New Applications Review form serves as the
basis for scheduling the job for the microcomputer when the volume of jobs and the multiplicity of users exists for the installation. The
manager responsible for the respective micro50

co mp ut er i ns tall at io n mai nt ai ns a mas ter
schedule of all applications designated to be
run on that micro. This master schedule includes, by work day, the time allocated to the
various applications with an indication of their
priority.
Data Backup. The need to back up data on the
system is dependent on the critical nature of
the data and its ability to be recreated should it
be inadvertently destroyed. Back up is accomplished by maintaining duplicate floppy disk
copies of the application program and associated data base and output files. The duplication
of files is normally done as the last task before
signing off the equipment.
Security. Security on the microcomputer is
achieved by using one or a combination of the
following:
• Keep work and duplicate copies of floppy
disks containing application programs in a
locked desk or file cabinet when not in use.
• Use password cod ing in programs to be
stored on hard disks especially in situations
where other departments' users will be sharing the hard disk.
• Lock the hard disk (where used) to prohibit
access to unauthorized users.
Reports Control and Standardization.
• Reports having a wide distribution outside
of the department must be assigned a report
number by the responsible central control
group.
• Reports must have a standard heading format as follows except when software constraints necessitate deviation.

Line

Left
margin

Center

Right
margin

1 Corporate name Report title Report no.
2 Division /dept.
Date
Name
Period covered Page no.
or status date
S. Hard Disk Storage File Maintenance. Periodically, a listing of the applications stored on the
hard disk should be made and circulated to the
users to eliminate obsolete files and make available more storage space.
. Extracting Data from Mainframe File. At this
time the company has no facility to access
mainframe data files. When such a capability
becomes available to microcomputer users, this
section should be appropriately updated.
10. Training Additional Users. Training on the
use of the microcomputer and available software is arranged through the manager conMANAGEMENT ACCOUNTING /SEPTEMBER 1983
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trolling the microcomputer installation. He
designates someone to give a short orientation
on the system and provide the documentation
to enable the trainee to proceed on a self -instruction basis.
11. Servicing Equipment. The microcomputers
are currently covered by in -house service contracts. Affixed to each terminal is a label stating the phone number of the service center.
12. Purchasing Supplies. Items costing less than
$50 can be purchased directly from retail
sources and reimbursement made by a petty
cash voucher. Supplies exceeding $50 should
be obtained by an approved purchase requisition for subsequent issuance of a purchase order by the purchasing department.
Looking to Tomorrow
We have noted some of the types of financial
applications, especially those in financial planning
and analysis, currently implemented by our division, but have cautioned that there is a need for
more emphasis on controlling microcomputer use.
End -users are reaping the benefits of the ability to
control their own information with savings in
manual effort and more timely response, but the
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increasing prevalence of microcomputers also requires attention to ensuring their proper use.
The Microcomputer Control Guide describes a
means of establishing some basic administrative
and control guidelines. In effect, end -users are operating their own information centers and require
standards and guidelines similar to those used in
DP computer centers.
At the same time, we foresee that corporate data
processing departments must expand their support
for microcomputers. With increasing sophistication
of microcomputer equipment and software utilization, data processing expertise will be required, particularly where microcomputers are given access to
the mainframe computer and master files.
There are significant benefits to be derived from
microcomputers communicating with each other
and sharing common data, thereby reducing the
need for printing output or re- keying input. This,
however, requires standardization of equipment
and software and data processing expertise to implement, with even greater need for data security
and control.
❑
`VisiCalc" is the registered name for a software program developed by D. Bricklin
and R- Frankston of Software Arts, Cambridge, Mass. and marketed by VisiCorp,
San Jose, Calif.
'Business Week July❑12,❑1982,❑"Information❑Management❑—How❑Personal❑Computers Can Backfire."
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Should You Convert
to In -House EDP?
Talk to your service bureau, talk to the computer vendor—
but believe neither. They want to sell, not make an informed decision
in the best interest of your company.

service bureau on financial criteria can be stated
as a five -step procedure:

By Bart Johnson
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Hanover Mortgage
Corp. He is president
of the Macomb
County- Michigan
Chapter, through which
this article was
submitted.
Certificate of Merit,
1982 -83.

nonfinancial.

qualifier,

financial

—

The basic approach to performing an analysis of
the feasibility of an in -house EDP system is divided into two elements
and
The financial analysis should be totally unbiased and factual. It should attempt to measure the
relative costs of the alternatives under considerat i on , an d s h o u l d qu an t ify th e d i fferen ce
scientifically.
The answer here is usually a
not a decision maker. That is, the difference will either be
small enough to justify consideration of either alternative, or it will disqualify one of the options as
too expensive. You will rarely be able to justify
conversion to in -house solely on the basis of saving money.
Your attention should then shift to nonfinancial
considerations. Again the effort should be as objective and rational as possible, but this area requires subjective judgment in determining the value o r b enefit recei ved for do llars spent, the
relative risk of the alternatives, and so on. If the
financial analysis has left both options open, the
nonfinancial considerations will be used to make
the decision.
Financial Feasibility Analysis
The mechanics of comparing in -house versus
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1. Calculate the difference between in -house and
service bureau costs on a profit and loss basis
(that is, as expenses would be charged to the
income statement). Table 1, Line A shows the
results of this effort.
2. Calculate the difference between in -house and
service bureau costs on a cash flow basis (that
is, as expenses are actually paid, regardless of
when they are booked to P &L). This schedule
is, with a couple of exceptions, simply a redistribution of the items in step 1 (see Table 2).
3. The change in cash flow between the two alternatives is then used to calculate additional cost
of money or reinvestment income. The premise
is that net additional outflows will have to be
funded at some cost, and that net savings (i.e,
less net outflows) will earn some return. (Table
3.)
4. The cumulative change in net income at this
point (from Table 1 after adjustment has been
made for cost of money /reinvestment) is taken
to Table 4 in order to calculate the tax effect.
This step considers both the effective tax on the
P &L change and any applicable investment tax
credits. The bottom line from Table 4 must be
entered in both the profit and loss analysis (TaMANAGEMENT ACCOUNTING/SEPTEMBER 1983

ble 1 -C) and the cash flow analysis (Table 2 -C).
5. The final step introduces the time value of
money factor. Assuming some rate of inflation,
dollars spent or saved in the future have different values than dollars spent or saved today.
We are really comparing apples and oranges
until we restate all future years into today's
dollars. The after -tax cash flow change is converted to net present value using a factor based
on an I I% discount rate applied at the end of
each year. The present value calculations measure the time value of money, are a function of
when the expenses are paid, and thus apply to
the cash flow worksheet. Timing of earnings
stream recognition is irrelevant, so no entry is
made in Table 1.

more than offset the losses.
Your cash flow schedule (Table 2) has two bottom lines. The first reflects net cash flow changes
year by year, and in total. That line may be important because it reveals funding requirements (and
opportuni ties). Th e second, adjusted to cash
equivalent in today's dollars, reflects the overall
difference between the two alternatives. The truly
effective manager recognizes that the net present
value in the total column represents the total financial difference between the in -house and service bureau options. That is the single best number from which to work.
Retain or Convert?
I recently performed this feasibility exercise for
a medium -sized savings and loan association faced
with the tough issue of whether to retain its service bureau or convert to in- house EDP. A perusal of this example will help to clarify the approach
and formula suggested.
First, some general comments: You must start
the project without knowing the answer you wish
to find. If you are predisposed (in either direction), you are apt to build bias into your analysis
(in the way you estimate input costs, etc.). The

After this analysis is complete, the answers
must be interpreted. The bottom line of Table I
reveals the change in net income year by year, and
in total. Many managers will strongly weigh this
factor in their decision - making process, because
most managers are net income - oriented. The timing of changes also may be important; for example, losses the first three years may kill a conversion to in -house even though savings in later years
Table 1
In -house Versus Service Bureau
Profit & Loss Basis

Description

Preliminary
expenses

Year
1

Year
2

Year
3

Year
4

Year
5

27,075

39,710

37,905

37,905

37,905

Year
6

Year
7

Total

$

-

$

-

$

$

$

$

$

$

-

180,500

15,972

17,569

19,326
6,413

21,259
9,405

-

23,385
8,978

125,231
24,796

5,037

195,045 203,087 200,962 224,503 193,178

208,808

1,420,383

144,000

172,800 207,360 248,832

429,982

1,859,890

-

-

9,330

9,330
-

-

-

12,600
7,775

-

-

12,600
7,775
12,950
6,613
6,613
7,260
2,420
2,000
75,816
15,163

-

163,800

13,200
7,775
13,300
5,750
5,750
6,600
2,200
2,000
70,200
14,040

-

11,565
11,565
10,629
3,543
1,000
103,147
20,629

31,000

-

4,579

10,057
10,057
9,663
3,221
1,000
95,506
19,101

2,500
2,500
3,000
1,000
4,000
15,000
3,000

9,000
7,775
8,750
5,000
5,000
6,000
2,000
2,000
65,000
13,000

-

Total in -house

4,163
12,600
7,775

13,779
60,000
57,535
35,000
57,834
57,834
59,923
19,974
14,000
594,982
118,995

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

14,520

-

-

-

-

-

-

-

-

-

13,200

-

1. Hardware - mainframe depr.
2. Hardware- mainframe salvage
3. Hardware maint.- mainframe
4. Hardware - add -ons depr.
5. Hardware - add -ons salvage
6. Hardware maint.- add -ons
7. Software- amortization
8. Software maintenance
9. Site development
10. Site operation
11. Communication costs
12. Supplies
13. Insurance
14. Training costs
15. Additional personnel
16. Fringe benefits

$

In -house

7,604
7,604
7,986
2,662
1,000
81,881
16,376

8,745
8,745
8,785
2,928
1,000
88,432
17,686

54,560

54,252

(14,260)
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22,898

10,462

29,296

$

(44,098) (24,956) (10,533)
$

16,740

$

$

Adj. net addt, expense (savings)
after tax

298,598 358,318

4,273) (47,870) (74,095) (165,140) (221,174)
27,171
19,721
8,900
562)
19,762)
(28,149) (65,195) (165,702) (240,936)
12,949

29,990

76,223

110,831

(

31,000

22,245
32,007

(

Adj. net addt. expense (savings)
before tax
C. Total tax expense (benefit)

19,800
34,760

(

31,000
-

A. Net additional expense (savings)
B. Cost of money I (reinvestment)

(

Total service bureau
-

17

(

Service bureau

439,507)
102,235
337,272)
136,146

12,365 $(15,200) $(35,205) $(89,479) $(130,105) $( 201,126)
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Table 2
In -house Versus Service Bureau
Cash Flow Basis
Initial
investment

Description

Year
1

Year
2

Year
7

Total

Total in -house

(

190,000
19,000)
125,231
45,000

-

60,000
7,775

5,037

11,565
11,565
10,629
3,543
1,000
103,147
20,629

13,779
60,000
57,535
35,000
57,834
57,834
59,923
19,974
14,000
594,982
118,995

180,830

1,431,087

429,982

1,859,890

...
-

-

-

-

-

-

-

-

-

-

...

19,000)
23,385
-

14,520

-

13,200

$

-

$
-

-

-

(

-

$

-

$190,000

7,775

9,330

5,750
5,750
6,600
2,200
2,000
70,200
14,040

316,000

118,975

128,835

144,000

172,800

(25,025)
34,760

(43,965)
32,007

9,735

(11,958)

(44,098)

(24,956)

(34,363)

(36,914)

-

5,000
5,000
6,000
2,000
2,000
65,000
13,000

-

35,000
2,500
2,500
3,000
1,000
4,000
15,000
3,000

-

-

-

Computers will
not go away
just because
you ignore
them.

1. Hardware- mainframe purchase
2. Hardware - mainframe salvage
3. Hardware maintenance - mainframe
4. Hardware - add -ons purchase
5. Hardware -add -ons salvage
6. Hardware maintenance - add -ons
7. Software purchase
8. Software maintenance
9. Site development
10. Site operation
11. Communication costs
12. Supplies
13. Insurance
14. Training costs
15. Additional personnel
16. Fringe benefits

$

In -house

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

_

Service bureau

Adj. net addt. outflow (savings)
after tax
D. Present value of cash flows
OR cash equivalent cost (value)

$301,740

key is to find the answer to which alternative is
truly less expensive, not to prove that your intuitive impression was correct.
It is also critical to be totally realistic in assigning costs. Talk to your service bureau, talk to the
computer vendor, but believe neither. Both have a
vested interest in your decision and are going to
be more interested in selling than in helping you
reach a fair conclusion. Seek out other opinions
(users of both service bureau and in -house systems, consultants, published materials, etc.).
Above all, make sure that you are happy with a
number, that it makes sense before you use it.
It probably pays to be a bit conservative. If
your company uses a service bureau and is considering an in -house system, you should be convinced that the in -house is better before you recommend it. If the differences are marginal, a
conversion is probably not worth the effort.
You also must be careful to consider all items.
Many analyses have led to a conclusion which later changed when it was discovered that something
(i.e. insurance on the mainframe or employee
fringe benefits) had been omitted. Unfortunately,
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(30,958)

$

$
$

$301,740

$

-

(14,260)

(29,960)

...

.. .

..

(

316,000

(268,914)

(

Adj. net addt. outflow (savings)
before tax
C. Total tax expense (benefit)

(249,152)
19,762)

110,831

428,803)
102,235
326,568)
136,146

$(158,083) $( 190,422)
$( 76,142)

$

316,000

!

A. Net additional outflow (savings)
B. Cost of money (reinvestment)

...
(

Total service bureau
-

17.

3,209

such changes usually occur too late.
I have made several assumptions in performing
this study: First, I will not address vendor selection; this analysis begins after the system has been
selected and cost data is available.
Second, I have assigned a seven -year time frame
over which to analyze comparative costs. That is a
key point inasmuch as any shorter period favors
the service bureau (because the high fixed cost of
the in -house system is squeezed into a shorter period, and the most expensive later years of service
bureau costs drop out entirely). On the other
hand, any longer period favors an in -house system
(for the opposite reasons -fixed costs spread over
more years for in- house, and additional very expensive years added to service bureau). The term
chosen should be your best guess as to the useful
life of the in -house system. But beware of the consequences of changing that number ....
I also have assumed that the in -house system
would not be used to generate income. Computer
salesmen often tell you that your investment can
pay for itself (at least in part) if you simply sell
computing to other companies (i.e., become a serMANAGEMENT ACCOUNTING /SEPTEMBER 1983

vice bureau). That possibility is certainly worth
pursuing; for purposes of this study, however, I
have taken the position that we are buying DP,
not selling it.
Walking Through the Exercise
We are now ready to walk through the formula
with specific numbers for the profit and loss basis.
The cas h flow basis st atement is es sen tially
similar.
The first task is to identify all cost elements of
the in -house system and to quantify them. On Table 1, P &L basis, they are entered according to
income stream recognition. On the cash flow
schedule (Table 2) they are recorded in the year
the cash is disbursed,
Mai nframe hardware (Line 1) is priced at
$190,000 (including sales tax, installation, etc.)

per the sales proposal. For cash flow, the entire
amount is an upfront investment. For P &L, the
hardware is considered eligible five -year property
placed in service after 1980 and is depreciated under th e Accel erat ed C o s t R ecovery System
(ACRS) at the standard annual rates of 15 %,
22 %, 21%, 21%, 21%. The Tax Equity and Fiscal Responsibility Act (TEFRA) requires that
50% of the total investment tax credit taken on
assets acquired after 1982 be used to reduce the
basis ofthe assets; however, the basis need not be
red u ced b y s al vage val u e. In t h i s cas e t h e
$190,000 purchase price is reduced by one -half of
the $19,000 investment tax credit, leaving a depreciable base of $180,500.That amount is charged
to expense in years one through five at the rates
indicated above. The tax laws do allow longer recovery periods and a straight -line method (by

On P &L basis,
in -house wins;
on net present
value basis,
service bureau
wins.

Table 4
In -house Versus Service Bureau
Tax Effect

(14,260)

Total tax expense (benefit)

$(14,260)

Year
2

54,560
46%

54,252
46%

(25,098)
(19,000)

(24,956)

$(44,098)

$(24,956)

Year
7

.. .

Total

$(240,936) $(337,272)'
46%
46%

.. .

110,831

155,146
19,000)

-

-

-

Tax expense (benefit)
Investment tax credit (ITC)

Year
1

(

31,000
46%

$

Adj. net addt. expense (savings)
Effective tax rate

$

expenses

$

Preliminary
Description

$

$

110,831

136,146 "

"

'

From Table 1
To Table 1

Table 3
In -house Versus Service Bureau
Cost of Money/ (Reinvestment)
Based on Change in Cash Flow
One -Year Lag

-

..

-

-

-

-

-

-

-

-

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

316,000
(25,025)
(43,965)
(67,728)
(98,375)
(86,013)
(174,545)

Total
$

$316,000
(25,025)'

...

2,212,000
150,150)
( 219,825)
( 270,912)
( 295,125)
172,026)
( 174,545)
(

$316,000

-

-

-

-

Initial investment
Year 1
Year
Year
Year
Year 5
Year
Year 7

Year
7

(

Year
2

$

Year
1

Description

•

•

'

34,760 "

32,007

(179,651)
11%

.. .

(19,762)

929,417
11%
$

290,975
11%

$

316,000
11%
$

Cost of money/ (reinvestment)

$

Cumulative net additional
outflow (savings)
Cost of money rate

102,235

From Table 2, Line A
To Table 1, Line B: Table 2, Line B.
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After it is
proven
financially
feasible, other
intangibles
should be
considered.
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election). I've assumed here that maximum tax
benefit is desired. I also have simplified the case
by treating depreciation identically for book and
tax. Tax laws change with the seasons, so check
the specifics when you do this exercise. And don't
forget recapture considerations if you entertain
thoughts of early disposal of your new in -house
system.
Mainframe salvage (Line 2) can range from 5%
to 20 %, depending on the system and the circumstances. I have used a realistic scenario of 10%
trade -in value at the end of the seventh year. That
item affects cash flow only; it does not enter into
income determination.
Hardware maintenance (Line 3) will be on a
contract basis starting at $13,200 per year and increasing in cost at the rate of 10% per year. Treatment is identical for P &L and cash flow.
Hardware additions (Line 4) are likely to occur
in order to expand and upgrade the system. I have
allowed for a $45,000 purchase (in year five),
which represents expected extra capacity needed.
This equipment would be treated as discussed under mainframe hardware (Line 1). The $45,000
would be a cash outflow in year five. For P &L
purposes, $45,000 less one -half of the $4,500 ITC
would leave a $42,750 depreciable base, to be
charged to expense over five years (only three of
which fall within this analysis).
Salvage value on hardware additions (Line 5) is
also estimated at 10 %. However, as above, salvage does not affect P &L, and would only affect
cash flow in the twelfth year (which is outside the
period we are analyzing).
Hardware maintenance for the additions (Line
6) also will be the same for P &L and cash flow,
and will follow the same pattern established for
Line 3.
Purchase of software (Line 7) per sale proposal
is $60,000. For cash flow that line is treated as
part of the initial investment; for P &L the amortization into expense is done consistent with the
hardware, over five years at ACRS rates, but with
no reduction of base for salvage.
Software maintenance (Line 8) is quoted at
$7,775 per year for a five -year contract. Renewal
can be negotiated after year five, and is shown
here at 20 % increase. Treatment is the same for
P &L and cash flow.
Si t e d evelo p men t (Li n e 9 ), e s t i mat ed at
$35,000, is an upfront outflow of cash. For P &L,
it is treated as three -year ACRS property (which
carries rates of 25 %, 38 %, and 37 %). No ITC
was taken on this expenditure, so depreciation
would be on the full $35,000 base.
The remaining cost items affect P &L and cash
flow identically; that is, the year the cash is disbursed is the same year the expenses are charged
to income. Site operation (Line 10) and communi-

cation costs (Line 11) both start at $5,000 per year
and increase yearly at a 15% rate. Supplies (Line
12) are estimated at $6,000 per year with 10%
growth. Insurance (Line 13) starts at $2,000 and
also increases 10% per year. These expenses are
all incurred for one -half year beforeinstallation to
reflect start -up.
Training (Line 14) is estimated at $4,000 in the
year before conversion, $2,000 per year for the
next three years, and $1,000 per year for the last
four years.
Personnel (Line 15) i nclud es a manager at
$30,000 per year, an operator at $15,000 per year,
and a programmer at $20,000 per year, all receiving increases at the rate of 8% per year. One -half
year was picked up for the manager under preliminary expenses. I assumed that any additional
manpower would be covered by idle time created
by the efficiency of the new system. Fringe benefits (Line 16) are calculated at 20% of personnel
(Line 15), so also include an 8% growth factor
Adding those cost elements gives us total inhouse values for both P &L and cash flow. The
numbers do not agree, so a reconciliation must be
performed:
Total in -house (P &L Basis)
50% ITC on mainframe
purchase
Salvage value of mainframe
Undepreciated hardware
additions
50% ITC on hardware additions

$1,420,383

Total in -house (cash flow basis)

$1,431,087

9,500
(19,000)
17,954
2,250

The next step is to estimate service bureau costs
(Line 17) over the same seven -year period. This
item is identical for P &L and for cash flow because expenses are paid as incurred. This step is
particularly critical because a poor forecast here
can compromise the entire analysis. If service bureau costs are overstated, in -house appears to be
better than it is; if service bureau costs are understated, in -house is unfairly penalized. Recent
trends of the S &L's service bureau costs are a
good indicator of probable future billings.
Those trends show an average growth of 20%
per year, explained by new products and services,
increased size (number of branches, customers,
accounts), increased rates, etc. This pattern appears reasonable and has been used in the analysis. Year one has been established at $144,000
($120,000 + 20 %), with 20% annual growth
thereafter.
Table 1, Line A, and Table 2, Line A, provide
some insight into the differences between in -house
and service bureau, but there are several other factors still to be considered.
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Other Financial Factors

cash equivalent number is a better indicator than
the P &L.
What does all of this mean? Should we recommend the conversion to in -house or not? First, I
do not believe that this financial analysis is intended to answer that question. It should tell us only
whether in -house is a financially viable alterna-tive. Ifin -house is affordable per this formula, we
should shift to nonfinancial considerations to
make our decision. The numbers presented here
provide one clear message: in -house EDP is affordable. It cannot be summarily rejected as "too
expensive." The opportunity to go in -house is very
real, ifit makes sense to do so from an information handling point of view.

Cost of Money /(Reinvestment). Because of the
initial investment in the in -house system, the first
several years reflect a cost of money (representing
cost ofmoney spent, or amount lost by not investing that money elsewhere). Table 3 illustrates, on
a one -year lag basis (i.e., cash flow saved in year
two doesn't benefit until year three), the cumulative net additional outflow (savings) from Table 2,
and applies a cost of money rate estimated at
11 %. The yearly savings on in -house reduce that
initial cash outflow, and by the sixth year the calculations represent income earned on the extra
cash available. Overall, the yearly savings do not
completely offset that upfront disbursement, and
the bottom line from this schedule is an additonal Nonfinancial Considerations
expense. That expense is posted to both P &L and
We have proven that in -house is a realistic opcash flow identically, as described earlier.
tion financially. Now we must consider other facTax Effect. You must consider both federal in- tors to aid in the decision - making process.
come tax (at a 46% effective rate) and investment
It's important, first, to recognize the existence
tax credit (at 10% on the eligible purchases dis- of certain financial factors that we were unable to
cussed earlier). State and local taxes are not con- measure or quantify and therefore excluded from
sidered due to lack ofa consistent pattern. Taxes the formula. Reduced work complement throughhave a smoothing effect on this analysis. Years out t he co mpan y because of more automated
that have had less expense under the in -house functions is one likelihood. Better cash availabilEDP option have part of that savings offset by tax ity, receivables control, and so on, because of betexpense. Years which show additonal expense re- ter tracking, are others.
duce that with tax benefit. We have assumed no
There are also intangibles that are probably
lag (taxes are paid in the same year incurred); more important than the dollars involved. Will
therefore, taxes are posted to both the P &L sched- this system provide better customer service? Will
ule and the cash flow schedule identically.
it provide better information faster to allow manTime Value of Money. As discussed earlier, a agement to do a higher quality job? If so, it would
time value of money schedule adjusts the net after probably justify a higher expenditure.
tax cash flow change to a present value basis. BeBut there are trade -offs, and in the end senior
cause the one net outflow (the initial investment) management may prefer to avoid the headaches
is upfront and is not discounted at all, and be- and responsibility of an in -house system unless a
cause all other net changes (years one through very clear, significant, and tangible benefit can be
seven) are savings which are discounted at an shown.
11% rate, the effect is to make in -house a less atTwo other points are relevant here. First, if the
tractive alternative. In fact, the $190,422 total net financial feasibility proves competitive, and the toadditional after tax savings becomes a $3,209 cost tal picture persuades management to go in- house,
when discounted to present value.
a systematic lease/buy analysis should be perNow we must interpret the results and draw a formed. My approach is to require justification of
conclusion. On a profit and loss basis (Table 1), it the purchase, then to consider a lease arrangecan be seen that in -house is more costly than the ment as a possible financing alternative.
service bureau initially and for the first three
Second, I strongly suggest setting up the finanyears, but that the savings generated over the last cial feasibility formula outlined here as a computfour years more than offset those early costs, mak- er model. As a practical matter, you are unlikely
ing in -house the winner. The cash flow schedule to go through this exercise just once. You will be
(Table 2) reveals a different picture. Before adjust- dealing with a number of vendors, possibly changments for net present value, in -house requires less ing system configurations, and you will certainly
cash flow in all but the initial investment. The want to experiment (and play "what if' games)
translation to cash equivalent, however, reduces with certain key inputs such as useful life of systhe value of those savings and, in total, on a net tem, discount rate, rate of growth in service bupresent value basis, in -house actually proves more reau costs, and the like. That little extra effort
costly than the service bureau by a very small could pay handsome dividends before your job is
amount. For the reasons indicated before, that done.
❑
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Senior
management
may prefer to
avoid the
headaches of
an in -house
system.
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Small Computers
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One mini or microcomputer can do repetitive jobs much easier
and faster than three clerks "crunching" numbers.
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By Mark D. Mansfield
With the ever - increasing number of relatively inexpensive small computers, many accounting
managers are beginning to view microcomputers
in a new light. After watching his teenager whip
through a string ofcalculations on a home computer, an accounting manager finds it frustrating
to return to the office and watch accountants and
cl erk s cru n ch t h ro ugh h u nd red s of routine
calculations.
Although our firm has implemented mainframe
based general ledger, receivable, and accounts
payable systems, and removed most ofthe drudgery from bookkeeping tasks, there are still areas in
need of mechanization. These functions have not
been automated previously because of high programming costs, constantly changing requirements, and the small impact that mechanization
of these small jobs would have versus other potential projects available to the systems development
group.
Rapid decreases in the cost of computing coupled with the rise in labor costs, therefore, call for
reexamining these manual procedures for possible
automation. We face three alternatives in each
case: mechanization using existing computer facilities, mechanization by use of microcomputers,
and to continue manual computation (in some
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cases where flexibility is crucial).
Because we began our project in 1980, early in
the micro explosion, we opted for access to an existing IBM System 34 minicomputer rather than
adopting one of the then - existing microcomputer
systems. Our mini, however, is dedicated to personal computing and unlike most System 34 units,
is equipped to develop programs in BASIC. Consequently, our system is operated much the same
as the microcomputers now available.
Mainframe versus the Microcomputer
The computerized accounting system in a large
firm such as Ashland Chemical Co. is relatively
complex and highly interrelated. Various subsystems feed on one another to the degree that any
change to one must be made only after considering the effects of the change on the whole system.
This interrelationship between systems has a direct bearing on programming costs and can sometimes make even a small change or addition cost
prohibitive.
Another detriment to change lies in the nature
of a large computer operation —while most data
entry functions are now on -line, most jobs are still
run on a batch basis. New jobs must be scheduled
around other jobs already in the queue, and reports may not be available on a timely basis. This
would not pose much ofa problem for an allocaMANAGEMENT ACCOUNTING /SEPTEMBER 1983

tion routine such as the one mentioned, but might
prove disastrous in the case of a report critically
needed for final closing.
Mechanization by way of mainframe is sometimes hampered by the structures set up to control
abuse of DP resources. Elaborate cost/benefit analyses are often required before changes can be
implemented, approval of projects is sometimes
rel egated t o a co mmi tt ee, an d h igh rates are
placed on internal charges to discourage frivolous
use. Such roadblocks are well intentioned and
probably force managers to carefully examine
each proposal, but in the case of small projects often subject to the same rates and standards, they
also may eliminate these worthwhile projects from
consideration.
Automation by way of mainframe also usually
requires the services of an in -house (or external)
systems group. These groups often are confronted
with a backlog of projects to be completed. New
jobs are submitted to the queue and it is sometimes months before work can begin. Once work
does begin, an analyst must meet with users to determine needs and requirements. A major portion
of his time is spent defining the problem and devising a solution. To do this, he must first gain an
understanding of the department's business. After
actual programming begins, several sessions between analyst and user may be required before the
user is satisfied with the results. All of these steps
take time, add costs, and delay the implementation of mechanized routines.
For major systems development, these disadvantages are offset by the benefits accruing from
the finished system. But what about simple allocation routines? These and many similar tasks now
performed by hand may fall into the gap where
mechanization through the use of mini or microcomputers may be desirable over integration into
an existing accounting system.
Application of small computers to many small
jobs previously done manually offers several advantages over the large computer approach. First,
because programs are independent of the accounting system, there is no need to evaluate the effect
of a change on subsystems; we are simply mechanizing a task previously performed by hand. Output is in the form of a journal entry form or in the
format of an existing hand - generated worksheet.
As these documents are not directly entered into
the general led ger, au dit by accountants and
clerks is possible before entry.
Therefore, some development time is saved because an ongoing post -audit is possible. Program
testing need not be as rigorous as in the case of
mainframe -based programs which post entries directly (and almost invisibly) to the general ledger.
Second, development can be done in- department
as the programming task has been simplified.
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Mo st mi croco mp ut ers are pro grammed i n
BASIC. The interpretive feature of the BASIC
language aids in development as it flags many programming errors as the program is written. Compiled computer languages such as COBOL (used
in many larger machines) lack this feature and require a separate compilation step for error -flagging. This interactive feature also allows us to
make changes during test runs of the program(if
an error is detected in a test run ofa COBOL program, the programmer must make the change, recompile the program, and begin the test again
from the start).
Third, since development can be performed indepartment, new programs can be implemented
very quickly ifdesired. Our department need not
wait with other users for the limited resources of
the internal systems group. Fourth, time can often
be saved through in- department development in
that the programmer already has a full understanding of the problem and is able to arrive at a
solution without several abortive attempts. A
great deal of time is lost when systems people
must rewrite certain sections of a program to deal
with user objections. Finally, the small computer
approach is more flexible, because the programming task is less complex. When changes occur
within our business, new programs can be written
quickly t o deal wi th the new set of problems
brought on by these changes.

Automation
through
mainframe
systems is
hampered by
DP control
structures.

The Microcomputer as a
Sophisticated Calculator
The best applications often are those which use
the microcomputer as a sophisticated calculator.
We have not tried to develop programs requiring
access from (or to) a company data base or which
process large amounts of data. The first point emphasizes the free - standing nature of our small
computer routines. Flexibility could be lost if a
new system must interact with established systems. Avoiding interaction with established systems also saves time in program documentation as
free - standing programs need a much lower level of
documentation than do those which interact with
"keystone" company systems.
The second point arises from hardware limitations—a small computer cannot handle large volumes of data very well because its processor is not
very fast compared to those used in larger machines, and the interpretive feature which makes
the BASIC programming language so easy in
which to develop also makes it execute very slowly —the computer must interpret each line in the
program and then convert it to machine language
before execution. This conversion is time consuming and can cause execution times to increase
tenfold.
Also, data storage on small machines is rela59

tively limited, and input- output via the floppy
disk is fairly slow in comparison to hard disk systems used on larger machines. In cases where a
large number of input /output operations are involved, it is very easy for program execution time
to exceed an hour.
Recent Applications

The best
applications
use the microcomputer as a
sophisticated
calculator.

My experience has been that simple allocations
are among the best uses in accounting as such jobs
are often very repetitive. These programs are fairly simple to write and pay back very quickly.
Thpre are a number of other applications that offer significant time savings. Applications that I
have worked on over the last year are:
Variable allocations (Allocations based on a common measure.) The overhead allocation described
above falls in this category. How many expenses
should we allocate based on some common measure as net sales or equipment utilization? We often are able to input the allocation basis once,
then extract this data from a disk file for use in allocation at different times as the various totals become available.
Complex allocations. Several routines have been
developed which allocate costs from common use
cost centers (maintenance, boilers, quality control
lab, and so on) to processing cost centers within
our manufacturing facilities. Different allocation
bases are used in the case of each common -use
center. The relative ease of program development
offered by the microcomputer allows custom development of a procedure for each producing
plant. Because ofwide variations in plant configuration, no attempt had been made to mechanize
these allocations before.
Data handling. Prior to mechanization, spreadsheets were maintained to record postings to the
general ledger between first and final closing. In
one accounting group, postings were made to
more than 30 cost centers and to as many as a
dozen sub - departments within certain centers.
Tabulation of these totals was a time - consuming
task at a critical point in our closing schedule. We
developed a routine to post these entries to disk
and perform the tabulation function. Program development time was less than four hours, and as
you might guess , payback on t he project was
reached in the first month.
Special tabulations. A utility (program writing)
package was purchased which allows fast development of very basic input /output programs. Using
this package, routines for sorting and compiling
data often can be written in less than an hour.
Special recaps involving several hundred items are
now performed on the computer. For large projects (800 -1,500 items), mechanized tabulations are
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more than twice as fast as manual methods.
Internal statements. The same set of detailed data
(by product segment) was being used to generate
three different reports. Prior to automation the
accountant would handle the same number three
times. A program was developed that allows entry
of this data once, performs all necessary calculations, and prints the three reports.
Special functions A currency conversion routine
was developed which prints statements in both
foreign and U.S. units. Changes in the LIFO reserves ofour various divisions were mechanized.
Implementation and Operation Costs
"Micro- mechanization," while often cheaper
than its mainframe alternative, is not as inexpensive as it appears at first glance. Hardware costs
have become a fairly insignificant portion of total
system costs. Purchased software aids in development but has not replaced programmers because
our main focus is on the implementation of specific functions. Other costs also have become significant over the life ofthe system. Documentation is
the most important of these. These procedures
have had to be completed for each operating program and have to be kept up -to -date. This is no
small task. Such program documentation is especially important, however, to allow for changes
that may be needed.
Backup is another important function. Programs and data files have to be copied on a regular basis to guard against loss. Because diskettes
use a magnetic medium, they can be easily damaged (a magnetic paper clip inadvertently placed
on top of a diskette can cause such a loss). Backups are not difficult to perform but take time and
must be attended to religiously. Program support
for major systems is part of our firm's DP function. The development of our own systems imposes the responsibility of maintaining these systems . At t h e t i me of develo pment we might
reasonably assume a useful program life of five
years, then find ourselves changing it after two.
Accordingly, program maintenance costs are
considered when evaluating any procedure for
mechanization.
In- Department Programming Capability
Except where there is an experienced programmer on staff, developing in- department programming capability is an expensive undertaking. Although BASIC is a fairly easy language to learn, it
still takes a programmer considerable time to
learn the techniques needed to write effective programs. The program that the teenager wrote at
home did perform a rather impressive array of
calculations, but it was probably pretty inflexible.
Programs developed for our accounting department must be flexible (what if...a new plant is
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added, product segments are reorganized, and so
on) to prevent constant changes to the code.
Consequently, some of my early efforts were later
scrapped in favor of different approaches. We have
tried to involve two people in the programming task
to allow continuity if one leaves. Also, we restrict
development work to these two people because it is
too expensive to allow unrestricted development because of the time it takes to become really proficient.
In addition, unrestricted programming also could
lead to the development of poorly documented programs which we could not maintain. Our two development people, therefore, working with DP and auditing staffs, agree on (and stick to) minimum
standards for documentation.
A Short Note About Hardware
For most of the applications described, the
most basic business microcomputer systems now
available are more than adequate. Forget about
hard disk drive options, dual processors, and
memory upgrades to 256K or more. These options
do speed program execution and do provide more
flexibility, but really aren't needed to perform the
simple routines that we have developed to fill the
gap. In addition, it is better to purchase two or
more small machines rather than a single high
powered unit. This policy eliminates the queue
around the computer during busy periods and
provides a back -up capability in case of mechanical failure.
When more than one machine is purchased buy
identical units. BASICs are not usually inter-
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changeable between makes or even within different lines offered by the same manufacturer. By
purchasing identical equipment, you will also allow more computer time for development of new
programs during slack periods. Off-the -shelf software can sometimes be used in place of homegrown programs. By selecting one of the more
popular machines, you will be able to choose from
a wide array of available programs.
Micros Can Do the Job
Our experience has shown that there is a place
for the small computer in firms like ours with
large scale DP operations. Their best application
is in the mechanization of the many small tasks
not suitable for integration into the main accounting system because of the programming costs associated with the integration.
In some cases micro - mechanization is preferable where either route may be taken, because the
microcomputer -based programs can be brought
on -line much more quickly and at less cost. Indepartment development provides the ability to
react very quickly to changing needs and can restore some measure of control over priorities now
held by others.
Micro - mechanization should be restricted to
projects fairly limited in scope and should be developed as free standing systems to maximize flexibility, reduce documentation costs, and permit
fast program development. All of those features
have made the small computer a vital part of the
automation development at Ashland Chemical.

Micros are
more flexible
because
programming is
less complex.
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The Right Way to Design
a Cost Accounting System
Looking beyond the obvious can make the difference
between a system that works and one that is
really responsive and efficient.

By Richard C. Bernheim
The cost accounting system design process, like
any major systems development effort, has some
basic up -front requirements. Determining the purpose of the system and for whom, how, and when
information is required is the first necessity. While
these questions appear to have rather obvious and
common answers, a look beyond the obvious can
make the difference between a good system and a
highly responsive and efficient system. My experience as a consultant has been that the first step
toward accomplishing this task is to prepare questionnaires and conduct interviews. I have found
that the combination of these two procedures is
better than either of the two alone. By preparing
questionnaires system designers gain two important benefits.
First, preparing the questionnaire takes us
through a thought process that ensures a more
comprehensive interview. Second, by sending out
the questionnaires in advance of the interviews,
we enable the interviewees to more fully prepare
their responses.
Still, knowing what to ask, and of whom, requires that we seek the input of several people and
review these comments in order to determine the
full scope of any individual cost accounting system. At this point, it is better to overdo than to
neglect points and personnel important to the end
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results. Another benefit of taking the time and effort to do this first phase properly is that the system development team and end -users get to know
one another. Often, lasting friendships and a feeling of trust develop during this early stage of the
process which determines the degree of success
that the cost accounting system achieves later. Although we sometimes gather data that are not relevant or of current value, we gain awareness of
situations and this knowledge could be useful
when considering ways of servicing future needs.
What We Need to Know
The purpose of the questionnaire /interview
process is to determine how the cost accounting
system can efficiently interface with other reporting systems to enhance functional information.
The four major reporting systems to consider are
finance (general accounting), materials (purchasing, production, and inventory control), engineering, and marketing.
Then it is necessary to ensure that the system
can accurately journalize cost and inventory data
into the general ledger at each month -end. Beyond this basic consideration, the cost accounting
system must be consistent with various FASB requirements, the firm's chart of accounts, included
in the month -end closing schedule, and be capable
of reporting detail or summary information —depending on the manager's level of responsibility. If
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l prefer to
overdo analysis
rather than
suffer with
inadequate
systems later.
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supplemental analysis is required following the
formal closing process and issuance of the financial statements, then the information should be set
up in advance on the system for reporting consistency. These functions may include variance analysis, comparative results, and some forecasting.
To provide this vital information we have to be
aware of all the basic concepts previously mentioned and also recognize several areas of concern
that often are overlooked. These include the need
for flexibility, accuracy, timeliness, efficiency,
continual assessment of the costs/benefits of the
information provided, keeping current with management priorities, and maintaining control over
financial and operational results.
Flexibility means we must anticipate short and
long -term management plans and provide for the
specific needs as they would impact the cost accounting system. Too much flexibility can result
in an inefficient system, while too little will give
the perception of a shortsighted design effort. The
ability to accommodate new products and production processes must be evaluated in the final system design. In one particular cost accounting system review, I determined that a new piece of plant
equipment had so altered the production process
that the cost system required modification. Prior
to my efforts, the pricing and inventory valuation
processes were rather distorted.
The real essence of flexibility, however, is to
keep the system simple yet adaptable, but of crucial importance, make sure it responds to management's real and current problems. Further, we
must ensure that both the hardware and the software capabiliti es of an automated system are
flexible.
Other reporting needs to consider include those
of governmental regulatory agencies, external auditors, financial analysts and planners, and federal
tax implications. A prime example of using a cost
accounting system for a governmental regulatory
agency would be a defense subcontractor falling
under the provisions of the Cost Accounting Standards Board. An example of cost information being used in conjunction with taxes is the research
and development tax credit in the Economic Recovery Tax Act of 1981.
My experience has been that the most common
kinds of information that are reported from a cost
accounting system are by product or service, by
cost center or department, by inventory class, and
by project. For example, product costs are critical
to marketing and production management in a
manufacturing business. Therefore, standards or
budgets are required in great detail, which can be
compared peri odicall y to actual cost results.
While profit contribution from increasing the selling price is difficult to obtain in today's highly
competitive and price sensitive market, a unit cost

reduction is more practical through more productive manufacturing processes. Of course, setting a
cost reduction goal and measuring performance
achieved are of central concern to management.
Likewise, service costs are important to the top
management of service businesses and are becoming increasingly important to governmental bodies
at all levels. Just as a manufacturing firm reviews
product costs to determine the value of keeping an
item in the product line for sale, a service business
reviews service costs to determine the value of
keeping a service. There are limitations in each
situation to the level of curtailment allowable but
the need to measure cost reduction efforts remains. Further, assessing the impact of deleting a
product or service on the rest of the business's ac,
tivities requires a great amount of information
from a cost accounting system. Also, we must
thoroughly test the system design to ensure accuracy over time, measured as a consistent reliable
standard of performance.
At the same time, even a flexible and accurate
system of reporting can be overshadowed by untimely information. It is very important that we
provide a system which makes it possible for top
management to act on, instead of react to , business problems.
Periodically Assess System
Once the system is implemented, a continual assessment of the costs and benefits of information
is needed to avoid needless duplication and to anticipate future requirements. This continuing review enhances management's confidence in both
the cost accounting system and the cost accountant. Constant thinking, listening, awareness. fact finding, reading, discussing, planning, and controlling activities are required beyond the formal
design phase. Without proper system maintenance
over a period of time, a cost accounting system
can become obsolete.
Another necessity is to keep the system responsive to management needs. As management priorities are updated due to changes in either the internal or external business environments, the need
for information will change. Usually, the necessary data is readily obtainable, but the mechanism
for conversion into meaningful and timely reporting is lacking. This deficiency reflects a limited design effort that can be most damaging. Also, as
time passes, the ,sheer volume of information reported tends to grow; yet, the effectiveness of
management decision making can diminish. Realizing more reports are not necessarily better, management accountants must remember that managemen t n eed s are t h e cen t ra l p u rp o s e fo r
reporting information at any point in time.
Finally, the cost accounting system must be a
device that prompts management to act appropriMANAGEMENT ACCOUNTING /SEPTEMBER 1983

ately to maintain control. If the cost accounting
system reports exceptions to anticipated results in
such a way as to be clear for management to observe and understand, then correction activities
can easily be triggered to get to the desired outcomes. To inundate management with reports and
analyses of all results becomes totally self- defeating and wasteful.
To effectively control all these components of
business operation, the management accountant
must have a role in management decision making
and action that is continuous. In a survey which
asked chief executive officers the greatest strength
and most serious weakness of management accountants, respondents reported the greatest
strength was an analytical approach to problem
identification and solution and objectivity in deal-

ing with problems and opportunities. The most serious weakness was an inflexibility in approach
and failure to understand overall company problems and objectives. This clearly points out the
need for the management accountant to listen better, learn more about nonaccounting issues of
business problems and solutions, learn more about
the company's business, and work with and communicate with line management in the giving and
receiving of information.
Therefore, a cost accounting system design
must be carefully and throughly planned with
consideration for human factors. When management accountants accomplish this task successfully, they join with top management in a mutual
partnership of planning and controlling the business of their company.
O
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Planning, Budgeting,
& Forecasting
System Concepts Relevant to
Accountants
By Michael J. Cerullo

An overview is presented of the concepts underlying the systems of business organizations: accounting systems, computer systems, manufacturing systems, marketing systems, and
personnel systems. Several definitions for a system are compared and
the author offers a composite definition drawing on these alternatives. He
defines a system as a set of elements
or c om p on en t s t h at in t erac t t o
achieve common mutual goals, objectives, or ends. The differences are explained between open and closed
systems, systems and subsystems,
abstract and physical systems, and
so on. Although the emphasis is on
systems theory, the article provides a
useful delineation between the systems concept and functional systems.
No. 119,17 pp.

Binkley Corporation: Short- and
Long -term Forecasting
By Thomas W. McNaughton

A case history is presented of the
forecasting methods used by Binkley
Corp., a custom injection molder of
plastics. First, the company's budgeting process is examined, then its experience with the mechanical extrapolation and opinion polling short -term
forecasting techniques is detailed.
The limitations of those methods in
light of Binkley's continued growth are
explored and recommendations are
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made for the development of more indepth long -term forecasting.

Corporate Finance

No. 748, 15 pp.

Cash Flow Considerations in Paying
U.S. Corporation Income Taxes

Performance Measurement,
Reporting, and Control

By Thomas W. Hanley

The Expanding Role of the Internal
Auditing Profession
By Karel M. Wolk

Traditional internal audit functions are
examined in light of changes in business operations and the economy
which are expanding the responsibilities of internal auditors. Four central
evolving roles of the contemporary internal auditor are discussed: protector
of assets, operational consultant,
management advisor, and human resource developer. In addition, the relationship between internal and external auditing is explored and several
areas of change affecting auditing are
explained. These changes include:
the Foreign Corrupt Practices Act, audit committees, AICPA Statement on
Auditing Standards No. 9, the Cohen
Commission, new computerized systems, and the CIA Exam.
No. 234, 22 pp.

Measuring Organizational Efficiency:
Human Resource Accounting
By Stephen Knauf

Human Resource Accounting (HRA)
is defined as the measurement and
quantification of human organizational inputs, such as recruiting, training,
experience, and commitment. Commentary on HRA has focused on two
basic issues: how human resource
assets should be valued (i.e., historical costs, replacement value, and
present value methods) and the implications of cap italized human resources once they are recorded. The
author's discussion considers how
human resources should be amortized, the tax implications of human
resource amortization, and the implications of HRA on internal and external auditing.
No. 444, 8 pp.

Step -by -step guidelines are presented for the maximum deferral of payment of federal corporate income tax
as provided under sections of the Internal Revenue Code and current tax
legislation. The methods discussed
are applied in a case history illustrating the use of this technique for deferring cash flow. Also, tactics are discussed for recovery of overpaid taxes
based on estimates of tax liability.
One method is to file a refund claim
for the overpaid estimates and another is to request that a certain amount
be transferred from the taxpayer's income tax account for the current year
to the current em ployment tax
account.
No 366, 10 pp.

A Comparison of Capital Budgeting
Techniques
By Robert J. Boldin and William J. Guiliani

An in depth overview is presented of
capital budgeting techniques for measurement of the economic profitability
of investment opportunities including
a discussion of the time value of money and the cost of capital. Also, the
application of these concepts is illustrated in the calculation of six distinct
investment worth measures known
collectively as discounted cash flow
techniques. The author mentions the
debate within capital budgeting literature over the underlying assumptions
of each technique and advises that
more than one measure be applied to
any investment under evaluation.
No. 642, 18 pp.

Compliance Reporting
and Taxation
The Effectiveness of the CPI in Light of
FAS No. 33
By Stephen M. Komer

The Consumer Price Index for Urban
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Consumers (CPI -U) is evaluated in
terms of its usefulness in providing information necessary in implementing
the reporting provisions of FAS No.
33. The Index is found to have several limitations: its narrow universe, the
prices used to compile the Index, the
formula used in its computation, and
the lack of means by which technological changes in goods and services
can be measured. These limitations
prevent the CPI -U from satisfying the
objectives of FAS No. 33. Therefore,
the author proposes three options for
general price level accounting: continue to use the CPI -U for restatement of
financial data, use the GNP Implicit
Price Deflator for restatement, or
compile a new index. He considers
use of the CPI -U the best alternative
but urges its revision to overcome the
shortcomings of the Index.
No. 634, 19 pp.

signed to handle changes in accounting method from one period to the
next and the impact of such a change
on financial reporting.
No. 309, 28 pp.

By Leonard Bacon and Hal Thompson

The development of bankruptcy law
from ancient Rome up through current leglislation is reviewed. Specific
economic events such as reorganization of the railroads are examined in
light of their impact on bankruptcy
proceedings. A practical question and
answer section provides information
on personal and business bankruptcy
procedures.
No. 726, 22 pp.

Accounting Changes —Tax and GAAP
Treatment

Management Accounting—
Some Features of the Future
By Mohammed Saleem

IRS Rases Requirements to Obtain
Refund of Employment Taxes
By Bruce W. Thee

The background and implications of
the Rowan Companies, Inc., Supreme
Court decision regarding the definition
of taxable wages for federal withholding and for FICA and FUTA are reviewed. Specific examples are given
for application of the new rules.
No. 637, 18 pp.

Modifying the Foreign Corrupt Practices Act: Analysis and Suggestions
from a Survey
By Raj Aggarwal and Suk H. Kim

Bankruptcy, Then and Now

Accounting Education
and Professionalism

Three hundred forty -eight businessmen and academics concerned with
international business activity responded to a survey asking should the Foreign Corrupt Practices Act (FCPA) be
abolished or substantially modified as
proposed by its opponents? The respondents' opinions include: that the
FCPA has put U.S. multinationals at a
competitive disadvantage and that the
FCPA has failed to reduce unethical
business practices in international
transactions. There was no agreement
as to the balance of payments impact
of the FCPA and there was a very
weak indication that the Act had not
achieved its intended purpose.
No. 737, 8 pp.

Changes in the business environment
which are shaping the expanding and
evolving role of the management accou ntant are reviewed . These
changes include automation, growing
legal responsibility, government regulation, specialization, and fluctuations
in the rate of inflation. The author also
discusses the skills these changes
will require of management accountants, such as improved strategic
planning techniques, scientific decision- making methods, and broadened
communication skills.
No. 670, 15 pp.

Miscellaneous
How Is the Allocation of Resources Determined in Corporations' Sponsorship
of Youth Education Programs?
By Geo rge Baker, M arty Jackson, and Jo n
Thoenebe

This article reports the results of a research study to determine if a correlation exists between the resources allocated by a corporation and the
benefits, real and /or perceived, which
are derived from a social program directed at the education of youth. An
in -depth analysis was made of three
companies' social involvement activities to test this question. The authors
conclude there is a direct correlation
between benefits and contributions.
No. 626, 10 pp.

By Frank C. Lordi

As accountants know, similar transactions occurring at the same time may
be reported in different taxable years
by two taxpayers because they use
different accounting methods. The
author suggests this results from the
concern of the government with the
generation of tax revenue and an equitable distribution of income among
taxpayers while t he acc ou nt an t,
through the application of generally
accepted accounting principles, is
concerned with a proper periodic
matching of revenue and expenses.
The author discusses the provisions
of the Internal Revenue Code deMANAGEMENT ACCOUNTING /SEPTEMBER 1983

MANAGEMENT ACCOUNTING DIGEST SERVICE
Please send manuscript No.s listed on the right:
I enclose payment a $5.00 each, or five for $20.00.
Payment must be drawn on a U.S. bank.

Member Account No:
SHIP TO:

Please allow 68 weeks
for delivery

MAIL TO: Carl Andrew s, Accounting Department
National Association of Accountants
919 Third Ave, New York, N.Y. 10022
P AY ME NT MUS T ACC OMP ANY O RD E R

MA 9, a3

67

At press conference for the introduction of the ethics statement, President Charles T. Smith describes NAA's work. Others on the panel are,
1. -r., Clarence Sampson, Louis Vlasho, John F. Chironna, and R.L. Shultis.

NAA Publishes First Code
of Ethics for Management Accountants
At a press conference in New York City
on July 20, NAA issued the first code of
ethics for management accountants (see
text on page 69). The code, which is
broken down into four sections, defines
the ethical responsibilities of managers:
competence, confidentiality, integrity,
and objectivity. Resolution of ethical
conflict provides guidelines for its use.
In announcing the publication of the
Cod e, NAA P re s i d en t C h arl es T.
Smith, Jr., said, "We would be `sticking
our heads in the sand' if we as accountants and businessmen did not realize
that we have a serious problem currently which we must correct. Private enterprise is suspect and under attack; and,
together, with a free press, independent
corporations are the surest guarantee of
a free society. I cannot overemphasize
that restoration of ethical conduct internally, and public image externally, is essential for the survival of free enterprise
and, therefore, for the survival of free
societies."
Louis Vlasho, NAA chairman and
immediate past president of the Association, also commented on the Code: "I
make no claim that the NAA standards,
in and of themselves, are the ultimate
solution to all ethical dilemmas that
management accountants may face. In
the future, however, if a management
68

accountant is asked, for example, to recalculate certain financial figures to
make his or her division appear to be
more profitable than is warranted, that
accountant has somewhere to turn for
guidance. He or she will be able to point
to the standard that explicitly states
that `management accountants have a
responsibility to communicate information fairly and objectively.' "
Jo hn Ch i ro n na, ch ai rman o f t h e
Committee on Management Accounting Practices and director of accounting
practices for IBM Corp., described how
the Code grew out of a series of projects
spanning the last three years. The first
of these projects was a research study
commissioned by NAA and conducted
by two Boise State University professors, C. Mi k e M erz an d Davi d F .
Groebner.
Their research showed that the majority of members favored a code of ethics even though they themselves did not
experience ethical dilemmas. Based on
the conclusions of this research, subsequently published in Toward a Code of
Ethics for Management Accountants, the
Research Committee recommended to
the Executive Committee that a task
force be established to consider the advisability of NAA promulgating a code
of eth i cs . Th e Ad Ho c Co mmi tt ee,

whose chairman was Grant U. Meyers,
recommended that a code be established
and submitted a draft for the proposed
code to the Executive Committee. The
draft was then turned over to the MAP
Committee to develop as one in its seri es of St at emen ts o n M anagemen t
Accounting.
Clarence Sampson, chief accountant
of the Securities & Exchange Commission and one of the press conference
speakers, applauded the statement as a
"major step forward in the establishment of a code of ethics for all management accountants to follow." He said
that "the NAA's endeavor to articulate
clearly the code of ethics for management accountants is a welcome addition
to the continuing movement toward better public reporting."
In response to questions about what a
management accountant should do if he
or she thinks that the Code has been
breached, t he NAA offi cers reco mmended that the management accountant discuss his problem with his superior or with higher levels of authority. If
management does not correct the alleged unethical act the management accountant may have no other recourse
than to consider resignation and send
an informative memorandum to an appropriate representative of the organization. As President Smith noted, "Intellectual integrity is the most important
trait an accountant must have." Attending the press conference were reporters
from major newspapers and business
magazines.
❑

Displaying a plaque with the
Standards of Ethical Conduct for
Management Accountants on it
are, 1. -r., Chairman Louis Vlasho,
MAP Chairman John F. Chironna,
and President Smith.
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Statement on Management Accounting No. IC.•

Standards of Ethical Conduct
for Management Accountants
Preface
In accordance with the charge to the Management Accounting Practices (MAP) Committee to issue authoritative
statements on accounting principles and practices, Statements
on Management Accounting reflect official positions of the
National Association of Accountants (NAA). The work of
the MAP Committee is based on a framework for management accounting, whose principal categories are:
1. Objectives
2. Terminology
3. Concepts
4. Practices and Techniques
5. Management of Accounting Activities
The NAA inaugurated its series of Statements on Management Accounting by publishing Statement No. IA, Definition
of Management Accounting. Statement No. 113, Objectives of
Management Accounting, embraces the definition and states
in detail the NAA's view of the various roles and responsibilities assumed by the management accountant. Statement No.
1C, Standards of Ethical Conduct for Management Accountants, describes the ethical standards to which a management
accountant is to subscribe in order to achieve the objectives of
management accounting.
Competence
Management accountants have an obligation to the organizations they serve, their profession, the public, and themselves, to maintain the highest standards of ethical conduct.
In recognition of this obligation, the National Association of
Accountants has promulgated the following standards of ethical conduct for management accountants. Adherence to these
standards is integral to achieving the Objectives of Management Accounting.I
Management accountants shall not commit acts contrary
to these standards nor shall they condone the commission of
such acts by others within their organizations. Management
accountants have a responsibility to:
• Maintain an appropriate level of professional competence
by ongoing development of their knowledge and skills.
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

Perform their professional duties in accordance with relevant laws, regulations and technical standards.
Prepare complete and clear reports and recommendations
aft er ap pro p ri at e an al ys es o f rel evan t an d reliable
information.
Confidentiality
Management accountants have a responsibility to:
• Refrain from disclosing confidential information acquired
in the course of their work except when authorized, unless
legally obligated to do so.
• Inform subordinates as appropriate regarding the confidentiality of information acquired in the course of their work
and monitor their activities to assure the maintenance of
that confidentiality.
• Refrain from using or appearing to use confidential information acquired in the course of their work for unethical or
illegal advantage either personally or through third parties.
Integrity
Management accountants have a responsibility to:
• Avoid actual or apparent conflicts of interest and advise all
appropriate parties of any potential conflict.
• Refrain from engaging in any activity that would prejudice
their ability to carry out their duties ethically.
• Refuse any gift, favor or hospitality that would influence or
would appear to influence their actions.
• Refrain from either actively or passively subverting the attainment of the organization's legit imate and et hical
objectives.
• Recognize and communicate professional limitations or
other constraints that would preclude responsible judgment
or successful performance of an activity.
• Communicate unfavorable as well as favorable information
and professional judgments or opinions.
• Refrain from engaging in or supporting any activity that
would discredit the profession.
Objectivity
Management accountants have a responsibility to:
• Communicate information fairly and objectively.
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Disclose fully all relevant information that could reasonably be expected to influence an intended user's understanding of the reports, comments, and recommendations
presented.

objective advisor to obtain an understanding of possible
courses of action.
If the ethical conflict still exists after exhausting all levels
of internal review, the management accountant may have
no other recourse on significant matters than to resign
from the organization and to submit an informative memora n d u m to an ap p r o p ri at e rep r es e n t at i ve o f t h e
organization.

Resolution of Ethical Conflict
In applying the standards of ethical conduct, management
accountants may encounter problems in identifying unethical
behavior or in resolving an ethical conflict. When faced with
significant ethical issues management accountants should follow the established policies of the organization bearing on the
resolution of such conflict. If these policies do not resolve the
ethical conflict, management accountants should consider the
following courses of action:
* Discuss such problems with the immediate superior except
when it appears that the superior is involved, in which case
the problem should be presented initially to the next higher
managerial level. If satisfactory resolution cannot be
achieved when the problem is initially presented, submit
the issues to the next higher managerial level.
If the immediate superior is the chief executive officer, or
equivalent, the acceptable reviewing authority may be a
group such as the audit committee, executive committee,
board of directors, board of trustees, or owners. Contact
with levels above the immediate superior should be initiated only with the superior's knowledge, assuming the superior is not involved.
* Clarify relevant concepts by confidential discussion with an

Except where legally prescribed, communication of such
problems to authorities or individuals not employed or engaged by the organization is not considered appropriate. C
'National Association of Accountants, Statements on Management Accounting: objectives ojMonagemenr Accounting, Statement No. IB. New York, June 17, 1982.

Copies ofthis statement, $1.50 each, are available from NAA
Special Order Dept., 919 Third Ave., New York, N. Y. 10022.
Orders under $20.00 must be prepaid. A laminated plaque incorporating the code, and suitable for display in offices, also is
available. See advertisement in this issue.
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Opinion
6A-4
recognizing those economic realities.
Decades ago, some leading thinkers
both within and outside NAA, recognized the flaws inherent in full absorption costing and developed direct costing as a viabl e alternative . We need
something of the same attitude now toward inflation accounting . In fact the
need is even greater. Direct costing benefited individual companies . Adequate
Financial data for these inflationary
times are vital to our policy makers and
to all of us. If the accountants don't
take the lead , wh o will? Let's h elp keep
th e F AS 3 3 research p roject alive. We
need it.

Management
Information
Systems
10-44
ticing controls the subsequent actions to
a great degree. Only those problems exist which are noticed by having our attention drawn to them. It is in this sense
that members or organizations actually
create the environment to which they
then adapt.
Leadership in a project environment
is critical to the success or failure of the
project . Behavioral and communication
skills are also valuable, but experienced
project leaders know that to be successful, a sense of perspective and occasional stage direction are needed as well.

• The FASB should establish an advisory group to assist the Board and its
staff in identifying and defining financial reporting issues and in developing possible solutions.
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LIVE AND CURRENT
FCPA Update
The Foreign Corrupt Practices Act continues to receive attention in Congress.
Senator Heinz's bill ( 5.414) is identical
to Senator Chafee's bill (5.708), which
was passed by the Senate in its last session (MAP, May '83).
In the House of Representatives, two
bills to amend the FCPA have been introduced . Representative Mica's bill
(HR 2157 ) would appear to cause the
more dramat ic chan ges , including a
shift in the enforcement jurisdiction for
the accounting provisions of the FCPA
from the SEC to the Commerce Department ( under the Export Administration
Act of 1979). Representative Wirth, in
remarks made in conjunction with introduction of his proposed amendment
(HR 2754 ) to the FCPA, was highly
critical of HR 2157, st ating t hat "It
10-11-79

•9oe Karl E. W eick, The Social psychology of Organizing, from
Topics in Social psychology, ed. Charles A. Kiesler, Addison -WesIcy Publishing Co., Reading, Mass., 1969.

Management
Accounting
P rac t i c es
8-4 illll
• The FASB should remain the sole
standards -setting body for financial
accounting and reporting for the private sector.
• The scope of FASB Technical Bulletins should be broadened , allowing
them to address emerging and implementation issues as well as specialized
industry accounting questions.
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• in s t ru c ti o n b y p ro f e s s i o n al s

who know the CMA exam &
teach you how to pass.
• Integrated written materials
abridged for e x am us e .
• Updated content for each exam.
• "Hotline" question - answering
service.

SPECIAL FOR
• Com plete C l a s s r oo m Pa c k a ge
• Spe c ia l Se s s ion on Writing
T e c hniq ue s
• Visual A ids
For Fast Information, Call Toll -Free:

1- 800 - 645 -5460
In NYS, call 5161473 -6200 COLLECT

PERSON/WOLINSKY
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urses
E
4 Roosevelt Ave., Box
Port Jefferson Sta., NY 11776

TAKE
CONTROL

OF THE MOST
POWERFUL TAX
PROGRAM IN
T H E F I E L D ` =

SofTax is a complete tax analysis, simulation and preparation package for users
of VisiCalcl, software.
1.
Designed for individuals, partnerships,
trusts, or corporations, SofTax allows
you to prepare all appropriate forms
;
and schedules for direct submission to
the IRS — automatically.
Soffax is comprehensive and economical. You can set up, modify, and finalize a model before SofTax prepares the
final returns. And the model itself can be simulated
before you commit to permanent changes.
You can try this easy -to- learn, easy -to -use professional tax package With our special demonstration
package available now for only $25. SofTax runs on
IBM -PC & XT, Apple II +, Ile, & III.
Call1-800-243-4356(outside CT) for details.
W
I M Design Trends Ltd. • P0. Box G - Wilton, CT

-203- 834 -1560
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Houston '83: NAA in Texas
Some 2,000 members and their families attended the 64th Annual International
Conference, and listened to professional speakers on Chrysler's rebirth,
human relations, automation, productivity, and the challenges
facing management accountants.

By Robert F. Randall
Houston, which was celebrating its 50th year as a
chapter in the Association, put on a Texas -sized
shindig when it played host for the first time to
the NAA Annual International Conference last
June.
Not only were members and their families delighted by the Western hospitalit y displayed
throughout the week by the more than 200 members from the Texas Council, but they were also
thrilled by a rollicking rodeo and stimulated by an
invigorating professional program. The addresses
and family activities kept the level of interest high,
driving the week along at a smart pace and absorbing the attention of members, spouses, and
children.
Chrysler Rolls Again

free

The odyssey of an automobile manufacturer
that drove to the brink of bankruptcy kept members enthralled at the luncheon on Monday. R.S.
Miller, Chrysler's executive vice president —finance, delivered a vivid, humorous account of the
desperate efforts to save the automotive concern.
The Chrysler experience, he told NAA members, has three lessons for business people. "We
have to get interest rates down and keep them
trade with fair
down, we've got to replace
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trade," and third, "The government should create
a cri tical i ndu st ri es po licy to en co urage t he
growth and competitiveness of our vital industries." (See article in the August issue of MANAGEMENT ACCOUNTING.
At the opening session, Houston Mayor Kathy
Whitmire struck a resonant note when she described how a rival had grudgingly conceded that
sh e was n ot a wei rdo , rath er "n ot hi n g bu t a
CPA." Mayor Whitmire is the first woman mayor
of the city and the first accountant to serve in that
post. In her welcoming address, she encouraged
accountants to enter politics. "It's time for the
`soul of the accountant' to find its place in the
public sector," she said.
Mary E. Cunningham emphasized the need for
corporations to humanize their structures. Ms.
Cunningham, vice president of strategic planning
at Joseph E. Seagram & Sons, urged corporations
to move from the military style of management to
the family type —a "structure that will unlock the
talents of today's youth." "Today's young business people no longer take orders unquestionably
and prefer a more participatory management style
where their ideas can come to the forefront."
In order to reach this goal, "corporations must
have an open system of communication, consistently enforced open -door policies, a broad and
well- rewarded suggestion system, and appraisal
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

systems that allow subordinates to assess the supervisor, not always the supervisor assessing the
subordinate."
Just prior to the keynote luncheon, NAA members elected Charles T. Smith, Jr., Detroit, president for 1983 -84, and at the same time elected 12
vice presidents and the NAA treasurer. Sixty -five
directors were elected to serve a two -year term,
their terms overlapping with current members of
the NAA Board of Directors.
Focus on Productivity, Quality
"This nation has to do more or we'll be No. 2
by 1990 or 2000 and Japan will be No. 1 in productivity," C. Jackson Grayson, chairman of the
American Productivity Center, Houston, told
members on Tuesday.
Every person in an organization should get involved in productivity, from the people in the
mailroom to the chairman of the board, he advised. Companies must develop a system that will
generate productivity and profit measures and integrate them in all areas of activity, then from one
company to another. Productivity measures aren't
profit measures, but they must relate, he stressed.
In a closely related address, James G. Forese,
controller of IBM Corp., showed management accountants how they can help their companies improve the quality of their products and services so
that profits will go up and mistakes will go down.
Companies must change from the "appraisal /reactive method of operation to the prevention
method," he said. "Don't deal with errors when
they occur, but prevent the errors." He emphasized that "quality is conformance to requiremen t s , " an d t h at i t i s t an gi b l e an d can b e
measured.
During Tuesday's plenary session, Robert C.
Thompson, vice president — finance of Shell Oil
Co., defended the Financial Accounting Standards Board and criticized its critics. He noted, "I
perceive most of these general criticisms as reactions to a fear of what the Board may do in the future, rather than anything it has actually done or
said to date."
In regard to Mr. Shultis' Opinion in the June
issue of MANAGEMENT ACCOUNTING in which he
criticized a perceived slowdown on the conceptual
framework project, Mr. Tho mpson noted: "I
would have found Mr. Shultis' comments more
even- handed and constructive if he had recognized what the Board was doing to resolve their
differences and offered some specific alternatives,
rather than accusing them of not providing leadership." FASB Chairman Don Kirk responded to
Mr. Shultis' comments in the July issue of MANAGEMENT ACCOUNTING.
Bernard Z. Lee, vice chairman of the American
Institute of CPAs, described how the Institute is
MANAGEMENT ACCOUNTING /SEPTEMBER 1983

Hampton Roads President Donna D. Fisher displays Presidents'
Award just after its presentation by NAA President Louis Vlasho. At
right, is Hartley F. Dewey, who was 1981 -82 president.

Dexter E. Gulledge, Virginia Skyline president, displays Stevenson
Trophy. President Vlasho is on the left and Vice President Earnest
A. Huband on the right.
devoting more attention to members who work in
industry. He said that the AICPA, with 38% of
its members now working in industry, has never
resolved the question of whether it should try to
enforce standards for such CPAs.
On Wednesday, Conference participants got a
look at the future of management accounting
from the perspective of Ron J. Cotton, president
of the Australian Society of Accountants. Despite
the concern about information overload, Mr. Cotton believes that financial reports will become
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cities of Houston and Galveston. Lester M. Brewer, Houston Lone Star, was chairman of the operations committee.
Stevenson, Warner Trophy Competitions

Dolores F. Gouvert, Boca Raton president, holds Warner Trophy,
presented by President Vlasho and Vice President Donald W. Baker.

more voluminous and complex than they are now.
He also suggested that "...we will gradually
change the valuation methods to some form of
current cost to be applied to certain items in the
basic financial statements. Perhaps all that will be
done will be to revise the accounting for fixed assets and inventories."
In other addresses, Dr. Ghaith Pharaon, chairman of the Saudi Research & Development Corp.,
described the progress made by Saudi Arabia in
the development and use of its great energy resources, and a four - member panel discussed the
FASB's proposals on accounting for pensions.
At the luncheon on Wednesday, John V. James,
chairman of Dresser Industries, Inc., focused on
the changes sweeping across the American economy. He said, "In the 1980s the management accountant must be prepared to become the major
economic advisor to management. He must be
able to advise from a firm background of knowledge, with an independence in his thought processes, and a professional approach to his evaluat i o n s . . . . It will be necessary that individual
managemen t accoun tants make the n ecessary
commitments to the professionalism which the
National Association of Accountants has developed, in order that they may play the appropriate
role which our economic organizations demand of
them. There is no one else better prepared to do
this chore."
The professional program, which was organized
by James J. Corboy, vice president — accounting,
Dresser Industries, and Conference program
chairman, also featured concurrent sessions each
day on accounting and financial topics. The family program, whose highlight was the rodeo and
barbecue on Tuesday night, included tours of the
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The climax of every Annual Conference is the
presentation of trophies and banners during the
Annual Dinner on Wednesday night. This year
two Virginia chapters duplicated each other's efforts of a year ago.
Hampton Roads, which won the Stevenson Trophy last year, captured the Presidents' Award in
1983. The chapter was led by President Donna D.
Fisher. Virginia Skyline, which won the Presidents' Award last year, this year captured the Stevenson Trophy. Dexter E. Gulledge was the chapter president.
Boca Raton Chapter, with Dolores F. Gouvert
as president, won first place in the Warner Trophy competition. Lancaster Chapter, with Richard L. Burg as president, captured second place
and the Remington Rand Trophy in the Steven-

Lancaster Chapter's President Richard L.
Burg (left) accepts the Remington Rand
Trophy. Vice President Mildred B. Stephens
and past NAA President R. Leslie Ellis
stand by to congratulate him.

son competition. Second place in the Warner Trophy co mp eti tio n, and th e J. Lee Nicho lson
Award, was won by Pinellas Suncoast Chapter under the leadership of Van A. Oswald.
Robert R. Densmore, president of Macomb
County - Michigan won third place in the Stevenson division and the Stuart Cameron McLeod Society Trophy. Colorado South, under the leadership of Robert L. Root, won the Rawn Brinkley
Awa rd an d th i rd pl ace in th e War n er
competition.
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20.
21.
22.
23.
24.
25.

Roanoke, Gary M. Cunningham
Asheville, Reese A. Lasher
Atlanta Central, J. L. Faucette
Columbus, Richard L. Arnett
Rochester, Thomas B. Hogan
Savannah, Kirby R. Willis

Warner Trophy

Van A. Oswald, Pinellas Suncoast president, holds J. Lee Nicholson Award. With
him is Vice President Baker.

The Rockford Chapter with William J. Shannon
as president advanced 167 places over a three -year
period to win the Carter Trophy. North Dallas
Chapter advanced 130 places over a similar time
span to win the Keller Trophy. Richard G. Pettigrew was the president.
First place in the international competition, and
the Arthur B. Gunnarson Award, was won by Rio
de Janeiro Chapter with Joao S. Valjean as president. Following is a listing of the chapters and
their presidents who won banners in the 1982 -83
competition.

1. Boca Raton, Dolores F. Gouvert
2. Pinellas Suncoast, Van A. Oswald
3. Colorado South, Robert L. Root
4. Marion Area, Douglas H. Wright
5. El Paso, Angela W. Finley
6. Beaver Valley, James F. Sanko
7. Dubuque Tri- State, Clement J. Brown
8. North Alabama, Stephen C. Moore
9. Lynchburg, Roger L. Bauer
10. Mid - Missouri, Duane L. Slagel
I1. Delmarva, Regina B. Haffner
12. Alaskan, Michael R. Hanrahan
13. Bloomington- Indiana, Corinne Z. Murphy
14. Anderson Area, William S. Jackson
15, Northwest Keystone, Paul D. Romaniszyn
Membership Achievement Awards
For outstanding performance in membership
acquisition and retention, Virginia Skyline and
Bo ca R at on won Memb ersh ip Ach ievement
Awards in the Stevenson and Warner divisions,
respectively. Virginia Skyline also won the Membership Ro un d -Up Award, nett i ng 7 8 new
members.

Stevenson Trophy
1. Virginia Skyline, Dexter E. Gulledge
2. Lancaster, Richard L. Burg
3. Macomb County- Michigan, Robert R.
Densmore
4. Rockford, William J. Shannon
5. Atlanta North, Dwight B. Ferguson, Jr.
6. Wilmington, Lewis E. Dutton
7. Butler Area, Charles J. Cramer
8. La Crosse - Winona, Mary J. Bergin
9. Waterloo -Cedar Falls, Robert C. Krogh
10. Oakland -East Bay, Lloyd Vann, Jr.
11. Birmingham - Vulcan, Lamar C. Bagby
12. Phoenix, Gail L. Nash
13. Akron Summit, Wayne E. Tschappat
14. San Fernando Valley, Maxine M. Laudeman
15. Calumet, John V. Lenart
16. Massachusetts Route 128, Harry A.
Dulgarian
17. York, Rodney C. Sheetz
18. Hampton Roads, Donna D. Fisher
19. San Antonio, Jack W. Meyers
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Third Place Stuart Cameron McLeod Trophy
is displayed by Robert R. Densmore (r),
president of Macomb County- Michigan.
Making the award is Robert L. Pyle, president, Stuart Cameron McLeod Society.
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Miller Elected SCMS President

Carter Trophy is accepted by William J.
Shannon, president of Rockford Chapter.
With him is Vice President George D.
Jeddeloh.

Other membership achievement winners in the
Stevenson Trophy competition were Calumet,
Rockford, Phoenix, Macomb County- Michigan,
Butler Area, Atlanta North, LaCrosse - Winona,
Lancaster, Massachusetts Route 128, Northern
Wisconsin, Oakland -East Bay, San Antonio, Savannah, and Waterloo -Cedar Falls.
Winning chapters in the Warner Division were
Pinellas Suncoast, Marion Area, Colorado South,
El Paso, and North Dallas.

Charles (Chuck) R. Miller, Pittsburgh, was
elected president of the Stuart Cameron McLeod
Society at its annual meeting in Houston. Mr.
Miller served as director of finance and administration on the NAA staff before his retirement.
Elected vice presidents were John J. Fox, Detroit, and Kirtland Flynn, Jr., Charlotte Blue.
Ralph W. Newkirk, Jr., South Jersey, was elected
secretary, and Wade B. Salisbury, Los Angeles,
treasurer. A. Kenneth Benson, NAA managing
director of finance and administration, was reelected assistant secretary- treasurer.
Society members elected six governors for a
two -year term ending June 1985. They are: Earl
E. Frederick, Butler Area; Charles R. Leone, San
Jose, • Leo M. Loiselle, Bangor - Waterville; Frank J.
Mejstrick, Morristown; Nathan J. Naddeo, Washington; and Betty J. Oldham, Cincinnati.
Current governors whose terms expire in June
1984 are: Robert L. Cramer, Mid- Florida; Dora
R. Herring, Northeast Mississippi; R. Horace
Johnson, Raleigh; Bill G. McClain, Central Texas; Robert Oakleaf, Olean- Bradford; and Elroy J.
Snouffer, Baltimore. W.M. Young, Jr., former executive director of NAA, is an honorary governor
of the Society.
The Stuart Cameron McLeod Society is composed of past national officers and directors of the
Association. Named after the first secretary of
NAA, t he S ociet y su pp orts t h e As so ci at io n
through its own efforts and by offering the benefit

Public Relations and
Newsletter Awards
For the conduct of outstanding public relations
activities, five chapters won Public Relations Recognition Awards. They are: Akron Summit, Atlanta North, Pinellas Suncoast, Trenton, and Wichita.
Six chapters were presented newsletter awards
for the production of outstanding newsletters.
They are: Atlanta Central, Battle Creek, Delmarva, Marion Area, Rockford, and Washington.
John C. Arme, chairman of the Community
and Socio- Economic Programs, presented the S.
Alden Pendleton Award for excellence in chapter
socio- economic program to the Scottsdale Area
Chapter. Ten chapters were presented Distinguished Service Award Certificates: Buffalo, Kokomo Area, Marion Area, Mt. Rainier, New York,
Philadelphia, Rochester, St. Louis, Syracuse, and
Valley Forge.
Robert L. Pyle, president of the Stuart Cameron McLeod Society, presented the SCMS scholarship awards to Asheville Chapter for Peggy Erickson and to Rochester Chapter for Michelle Yuna.
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Robert L. Root, president of Colorado
South, displays Rawn Brinkley Award. Vice
President Serafino M. Forzano makes the
presentation.
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of the wealth of expertise and experience held by
Society members.
NAA Authors Presented
Lybrand Awards, Certificates
Authors of the three outstanding manuscripts
submitted during the 1982 -83 year were presented
Lybrand Gold, Silver, and Bronze Medals during
the Annual Conference. Lawrence J. Lococo, San
Francisco, won the Lybrand Gold Medal for his

Richard G. Pettigrew, president of North
Dallas, holds the Keller Trophy just presented by Vice President Michael V. Barnes.

management accounting literature during 198283. Listed below are the authors, the titles of their
manuscripts, and issues in which their manuscripts were published or are tentatively scheduled
to be published.
Richard C. Bernheim, North Penn, Managing
Cost Accounting System Design," September
1983.
Gart h A. Blanchard, Seattle, and Ch ee W.
Chow (nonmember), "Goal Congruence and the
Allocation of Indirect Costs," March 1983.
Timothy D. Chubb, San Jose, "Computer Systems Conversions," September 1983.
Gary M. Cunningham, Roanoke Area, and David E. Reemsnyder, II (nonmember), "How We
Developed a Financial Control and Reporting
System for a Growing Church," August 1983.
Jeffery J. Davis, Jamestown- Warren, "Accounting Weaknesses —Seven Common Problems," August 1983.
James R. Eggert, Providence, "The Accountant's Role in Manufacturers' Duty Drawback,"
April 1983.
Geo rge C. Garri son, Southern Minnesota,
"Computer, Dumbputer, Terminal or Just Sick?"
September 1983.
V. Govindarajan (nonmember), and Robert N.
Anthony, Massachusetts Route 128, "Use of Cost
Data in Pricing Decisions," July 1983.
John F. Guldig, Columbus, "Accounts Payable
Record and Support System: Design and Redesign," September 1983.
Jerry Howe, Oakland -East Bay, "The Management of Accounts Receivable," August 1983.
Barton O. Johnson, Macomb County - Michigan,
"A Model Approach to In -House EDP Feasibility
Analysis," September 1983.

manuscript, "An Impro ved Trans fer Pri ci n g
Model." It was published under the title, "Select in g t he Ri gh t Trans fer P ricin g Model,"
in th e M arch 1983 issue Of MA NA G EM EN T
ACCOUNTING.
Clayton T. Rumble, Anderson Area, won the
Lybrand Silver Medal for his manuscript, "So
You Still Have Not Adopted LIFO," which will
be published in the October issue.
Mark D. Mansfield, Columbus, au th or o f
"Plugging the Gap —Use of the Microcomputer in
a Large Firm," won the Lybrand Bronze Medal.
His article is on page 58 of this issue.
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.
Certificates of Merit
Authors of 22 manuscripts were presented Certificates of Merit for outstanding contributions to
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Membership Achievement Award winners pose for their picture. At
right, John S. Billings, chairman of the Committee on Marketing
and Membership.
77

Henry R. Schwarzbach and Richard G. Van germeersch, "The Decline of Direct Labor and
the Birth of Machine Labor as the Fourth Cost of
Manufacturing," July 1983.
Arnold D. Shiflett, Cuyahoga Valley, "Answering the Offi ce P rodu ctivity Chal lenge of the
1980s," June 1983.
Surendra S. Singhvi, Miami Valley Ohio, "Public Reporting on Corporate Financial Disclosure,"
February 1983.
Man u el A. Ti p gos an d J ames R . Holmes,
Northern Kentucky, and Gerald H. Lander, Tampa Bay, "Management Accounting in Corporate
Hierarchy: a Status Report," November 1983.
Thomas W. Tripp and Leonard A. Robinson,
Birmingham - Vulcan, "Acquisitions —a Primer for
Management Accountants," July 1983.
Some of the professional speakers at Houston Conference included., 1. -r., President Louis Vlasho, Les N. Masonson, Mary E. Cunningham, Robert S. Miller, and Ron J. Cotton.

Lybrand Awards Committee

Orville R. Keister, Akron Summit, "Financial
Reporting by Cable Television Companies," April
1983.
Liem Ky, LaCrosse - Winona, "An Integrated
Approach to Distribution Cost Analysis," July
1983.
Larry R . Martin, Mason - Dixon, "Ho w We
Lowered Our Audit Fees," April 1983.
John Pryor, Central Arkansas, "Financial Responsibilities of the Small Business Owner," May
1983,
Richard L. Ross, Pittsburgh, "Surviving a Pink
Slip," August 1983.
Arthur L. Rouselle, Jr., Princeton, "Ho w t o
Calculate the Research and Development Expenditures Tax Credit —June 30, 1981, to January 1,
1986," October 1983.

More than 800 manuscripts were submitted to
the Association during 1982 -83. From the top ten
manuscripts published, or scheduled to be published, a special five - member committee chooses
the Lybrand Gold, Silver, and Bronze Medal winners. The top ten manuscripts are selected on the
b as i s o f gra d es as s i gn ed t o t h em b y NAA
reviewers.
The judges, all of whom have a Certificate in
Management Accounting, are J. Mark Sinclair,
partner, Ernst & Whinny, Dallas, Tex.; Ronald
W. Blashi, associate professor, State University of
New York at Buffalo; Robert E. Bell, controller,
Hickory Industries, Hickory, N.C.; Gilbert I. Noble, vice president and controller, Plough, Inc.,
Memphis, Tenn.; and John Runkel, controller,
Feed Ingredient Div., the Pillsbury Co., Minneapolis, Minn.

at�
Noble
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Runkel
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from the director interviews , suggested
a general model of the factors which afManagement
fect the development of an information
Accounting
system in a value- creating board. The
Practices
model consists of three components: the
board
itself, the policies for financial
71-44
would gut the Foreign Corrupt Prac- management , and the managerial practices Act and render it virtually unen- tices of planning and control.
forceable."
The company studies indicated that
the existence of a complete and well integrated planning and control system
MAP Comments to FASB,
had a significant impact on director inIIA, & FAF
volvement and information . Each case
In June, MAP commented to the Insti- study documents the directors' involvetute of Internal Auditors on proposed ment in the processes of goal formulaSIAS No. 2, Control.• Concepts and Re- tion , strategic planning, management
sponsibilities, to the Financial Account- control, and executive compensation.
ing Foundation on the Size of FASB; Even though the specifics of director inand to the FASB on Deferral of the Ef- formation varied among the three comfective Date of Certain Accounting Re- panies, directors in each company were
quirements for Pension Plans of State involved in the company ' s planning and
and Local Governments. Copies of the control process and this involvement
helped define their information needs.
letters are available on request.
The value of planning and control information
is less a matter of format,
Concepts for Nonbusiness
timing,
and
presentation than of accuraOrganizations
cy and reliability; these latter qualities
The FASB is sued an exp osure draft are not always easily or automatically
that, if adopted, would amend Concepts obtained . The compan y stu dies also
Statements 2 and 3 on qualitative chara- showed how the integrity of financial
teristics of accounting information and information depends on certain types of
elements of financial statements of busi- policies and managerial practices. The
ness enterprises . The proposal would central figure in each company responmake those statements apply to non - sible for establishing these practices is
business as well as to business enter- the Chief Financial Officer (CFO). The
prises, but not to government units.
visibility, status, and leadership of the
The proposal would not change the CFO affect a variety of corporate praccharacteristics cited in Concepts State- tices: the competence of personnel in
ment 2 that make accounting informa- the accounting function , the role of intion useful, such as relevance, reliability, ternal auditors in the firm, the commitand comparability, but would clarify that ment of operating managers to financial
they apply equ ally to n o nb u sin ess o rga- control, and of the development of polinizations. Co ncep ts Statem en t 3, which cies to guide strategic financial plandefines 10 e lem en ts o f fin an c ial state- ning. The CFO has the major responsiments of bu sin ess enterp rises, wo u ld b e bility for promoting and developing
broadened to take into accou n t no n bu si- in tern al managemen t att it ud es an d
ness organizations and to include the practices that lead to high -quality infornew elem en t of contributions.
mation for planning and control.
Wr it t en co m m e n t s o n th e p ro p o sal
Second , within the area of practices, a
are due by Octo ber 17 , 1983, an d a p ub - firm's approach to linking directors, exlic hear ing is s ch ed u led for No vemb er ternal auditors, and internal auditors is
14 -16 in Tarry to w n , N.Y.
critical. The relationship of the CFO to
the audit committee and to the board as
a whole needs to be explicit and based
NAA Research
on mutual confidence. The internal audit staff must have a direct line to the
16 4-4
audit committee and a clear mission and
value - creating boards. The findings of procedures for ens uring its own acthe 'case analyses, coupled with those
110-►83
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ADDTAX
EXPERTISE
TOYOUR
COMPUTERIZED
BILLING SYSTEM
There's nothing more predictable than
taxes ... and nothing more changeable
than tax rates. Published information is
not standardized and frequently is not
current. Only SALESTAX!` Magnetic
Tape Service offers current sales and
use tax rates in a computerized file that
covers all 42,000 locations in the U.S.
and Canada... constantly up-dated.
We'd like to send you information on
all services provided by Vertex Systems.
There's the SALESTAX Magnetic Tape
Service, or you can keep up with changing local taxes through the Vertex
NATIONAL SALES TAX RATE DIRECTORY

with its monthly up -date service. In addition, the Vertex PROPERTY TAX DIREC-

TORY provides complete filing and payment requirements, tax rates, and
assessors' nam es and addresses. Send
today for the complete story on these
services.
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In the Library
This month, Howard L. Siers, assistant
comptroller, E.I. DuPont de Nemours,
has written an in -depth review of the Accountants' Cost Handbook In addition
to the material covered here, Mr. Siers
has compiled two charts offering detailed
comparisons of the 1944, 1960, and 1983
editioni These charts are available upon
request from Miriam Redrick, manager
of library services at NAA.

Accountants' Cost Handbook
3rd edition, James Bulloch, Donald E.
Keller, and Louis Washo, eds, John Wiley & Sons, 605 Third Ave., New York,
N. Y. 10158, 1983, variously paginated—
This edition continues a practice started
almost 40 years ago, to compile in one
book a ready reference source of both
theoretical and practical aspects of cost
accounting for management accountants. Starting with the first edition and
continuing through the most recent, the
contributing editors have represented a
cross section of academic, public, and
industrial accountants knowledgeable in
many facets of management accounting.
Some accountants may question the
need for simply updating a reference
source in an area of accounting considered rather staid and unchanging by
man y non managemen t accou ntant s,
particularly when viewed by those more
concerned with the pronouncements of
the FASB than with the details of management accounting. We need to ask
ourselves , ho wever, ab out what has
happened or is happening in both internal and external factors that would influence or cause need for change to estab l i s hed man agemen t acco un ti ng
concepts. One has only to look back
over the 40 -year period covered by the
three edi tion s of Accountants' Cost
Handbook to recognize not only the significance but also the accelerating pace
of change.
During this period, we have seen economic conditions ranging from periods
of hyperinflation to periods of deflation.
There is no uniformity to this pattern
within industries, within countries, or
on a global basis. Management accountan t s h ave h ad t o co p e wi t h these
80
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changing scenarios by expanding the capabilities of cost accounting systems
and management reporting systems to
provide meanin gful data for performance measurement and decision -making purposes.
Bottom -Line Results
The development of world -scale production facilities, emergence of much
greater competitive forces, the rise and
fall of economic cycles, worldwide disruptions and dislocations caused by the
changing oil economics, and increased
government intervention in all facets of
our economy have caused most companies to put greater emphasis on bottom line results. Companies operating with
very comfortable profit margins had the
luxury of not having to be as concerned
with costs of production as they were
about growth and other aspects of the
business. However, with the worldwide
scope of today's competitive business
environment, and the current and forecast decline in the rate of world econ o mi c gro wt h , p ro fi t margi n s are
shrinking and companies are forced to
put greater emphasis on profit and the
quality of cost accounting.
Recent high interest rates and the
prospect for future high interest rates
have caused industry to place new emphasis on the value of money. Management accountants have responded by
fine- tuning cost accounting techniques
and developing new tools to maximize
cash flow from operations and minimize
the burden of financing costs. For instance, mo st co mpan ies focus much
greater management effort and planning
on control of working capital.
FASB Accounting Standards
The proliferation of accounting standards i ssued b y the F ASB in recent
years has had considerable impact on
the management accounting profession.
Al t h o u gh t h e F AS B s t an d ard s are
aimed primarily at the quality of published financial data, the implementation responsibility falls to the management accountant. Many of these new or
revised standards have required that
cost accounting systems be modified or

adjusted to provide the basic data necessary for compliance.
The combination of the interplay of
domestic and foreign taxes, ever- changing tax regulations, and the multiplicity
of options available to minimize the impact of taxes at the state, federal, and
multinational levels requires the management accountant to ensure that cost
accounting systems are in place to constantly focus attention on the optimum
tax position.
Multinational Explosion
When the Accountants' Cost Handbook was developed 40 years ago, multinational operations of most companies
generally were confined to exporting via
distributors and a limited number of
light manufacturing or resale foreign
subsidiaries. Today, multinational operations of the world's major corporations
dominate the business environment and
impact directly on all of the developments previously cited. Additionally,
whereas multinational operations started as the private turf of the world's largest corporations, companies of all sizes
are active in multinational operations.
The need to maintain cost accounting
expertise in a variety of different accou nti ng enviro nment s, the need to
cope with fluctuating foreign currencies, the increase in inter- and intracompany transfers and a host of other
new p rob lems resu lt ing fro m d oi ng
business around the world are a chall en ge t o ma n agemen t a cco u n t an t s
worldwide.
An Update —the 3rd Edition
Our overall impression of the book is
that it responds to an overdue need for
do cu men t at i o n o f a n u mb er o f ad vances, innovations, and improved techniques in the field of cost accounting.
Although we were generally pleased
with the content of the book, we are
concerned about a number of areas of
cost accounting not incl uded in the
book.
For example, some of the more important areas of omission are:
• Exchange Agreements and Tolling
Arrangements
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are omitted in subsequent editions or
relegated to a single paragraph.
The more s ign ifi cant ch anges between the 1944 and the 1960 editions
can be summarized as follows:
Topics such as Research and Develop ment, uniform accounting systems,
and government contract cost classifications, which had full chapters devoted to them in 1944, were covered
in parts of chapters in 1960.
The growing influence and impact of
accounting machines and EDP pro cessing were recognized.
Greater emphasis placed on Variance
Analysis; new topics such as ROI,
Lease vs. Buy, Economic Manufacturin g Qu an t it i es , Prod uct Pri cin g,
Transfer Pricing, and Operations Research, were added.
Significantly, the discussion and development of depreciation rates were
dropped.
In contrast to th e modest changes
recognized in the 1960 update of the
1944 edition, the latest edition makes
substantial changes from the 1960 edition. Primary effort is devoted to reflecting the changing emphasis because
of automation and improved analytical
capability. Primary chan ges can b e
summarized as follows:
Much of the background and basic accounting material included in the first
several chapters in 1960 was modified
or deleted; greater emphasis was given
to ut i li zati o n of mech an i zed
accounting.
New or improved techniques, such as
Materi al s Requ iremen t Pl an ni ng,
Learning Curves, Performance Analysis and Disposition of Variances, Algebraic Representations, Multiproduct
Situations, and Relaxing the Cost -Volume -Profit Assumption, were added.
Areas covered very briefly in a few paragraphs or sections of chapters in 1960
were assigned full chapters in 1983 as
clear evidence of the increased emphasis
being given to these areas of cost accounting. This includes such areas as
Flexible Budgeting, Nonmanufacturing
Operations and Projects, Cash Budget ing and Forecasting, Responsibility Accounting and Organization Structure,
Long -Range Planning, Direct Costing
and Contribution Margin Analyses, Relevant Costs and Division Techniques,
and Capital Budgeting.
•

•

The worldwide scope of corporate operthe SEC have focused considerable atations has increased the number of optention on an effort to develop cost -efportunities for companies to develop infective cost systems that reflect the
tern ally ad van t ageo u s business
impact of inflation in'business results.
arrangements wherein products are exAlthough the jury is still out on the
changed for a variety of reasons; in like
FASB five -year trial in this area, and
respect, tolling arrangements (particuinterest has dropped off because of delarly in the commodities area or where
clining rates of inflation, this is an
joint or by- product facilities are inarea which has yet to be resolved.
volved) can be economically attractive.
Depreciation
These business arrangements require
Although depreciation was handled in
special quality cost and control systems.
the 1944 edition, it has been excluded
Production Reserve Accounts
from both the 1960 and 1983 editions.
The complex multistage operations Does this mean that there have been
of p ro cess i n ven to ri es i nvo l vi n g no changes or advancements in depresemifinished and finished inventory ciation philosophy, policies, and techinvolve interrelationships on a scale niques in 40 years? The answer is selfnot previously considered; many oth- evident. In view of the significance of
er compl ex in t er- an d i n t rap l an t this element of cost and the impact on
transactions are required to support reported product cost results, it would
more complex operations; provisions seem imperative that this be an imporfor maintenance or other shutdowns tant chapter.
and a multitude of other business sit- Unrealized Transfer Profit
uations requ ire the pru dent use of This is a significant area of imporproduction reserve accounts consis- tance to any cost accountant in detertent with provisions of GAAP. There mining th e adjust ment req uired to
is es s en t i al l y no l i t e r at u r e in maintain reasonable control over the
this area.
relationships of internally imputed
Handling of Production Downtime and
costs and profits, inventory adjustIdle Mills Expense Accounting
ments, and the like, to ensure that reThe current and forecast prospect of
ported results reasonably portray the
excess capacity combined with the
results of segments of the business in
normal economic cycles always will
concert with the results of the entire
require some recognition in the curcompany. There are many techniques,
rent period of anticipated downtime,
internally established ground rules,
not only because of maintenance, but
and controls that should be discussed
also because of abnormal costs due to
to give the management accountant a
lack of demand, etc. This area of acfull insight into this task.
countin g is particularly imp ortant
Obviously, this is a relatively small list
when you combine high rates of infla- of topics when compared to the number
tion with an economy that is turning of topics covered by this latest edition of
down; in like respect, operations with the ACH. Neverthe less, the book will be
high fixed costs and low utilization considered incomplete and deficient if
rates also require special attention.
appropriate supplementary material is
Internal Controls
not promptly supplied. I presume that
The concept of internal controls, cost- such supplementary data would be incorbenefit relationships, and government porated in a fourth edition at an early
regulation, has caused a tremendous date. Given the accelerating trend of
amount of activity in this area in re- change in cost accounting, update intercent years. In many instances, firms vals should not exceed five years.
probably have gone too far in implementing detailed, cost- prohibitive, Comparing the Editions
and redundant internal controls. A
As part of our review of this edition,
concise statement of the need for bal- we compared the 1st edition (issued in
ance between cost - effective internal 1944), the 2nd edition (issued in 1960)
controls and a reasoned business ap- and the current edition. This compariproach would have been appropriate. son offers positive proof of the changing
Accounting Concepts of Current Cost
emphasis of cost accounting. Subjects
The activities of both the FASB and given entire chapters in the 1st edition
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Letters
1944

"an
excellent

referen ce
source ..."
How ar d L. Si er s,
As s is ta n t C om p t rolle r,
E . I . D u P o n t d e l Ye m o u r s

Th e " A c c ou n t an t s ' Cos t
Han d b o o k " i s t h e d e fi n i t i ve
working guide to the important tools used by the management accountant. James Bulloch, director of the Institute
o f M an agemen t Acco u n t i n g,
Donald Keller, former director
of technical services for NAA,
an d Lo ui s Vl as h o , chai rman o f
th e As s oci at i o n, h ave u p d at ed
this classic.
Reflecting significant
ch a n ge s i n co s t a n d ma n ag emen t a cco u n t i n g p ract i ces ,
the new Third Edition helps
management accountants furni s h t h e fi n an ci al i n fo rmat i o n
needed for effective management decision- making, planning, budgeting, operation contro l an d rep o rt i n g.
Management accounting has
u n d er go n e man y ch an ges s i n ce
the previous revision of the

"Handbook." Topics once covered in one paragraph now
constitute full sections. To
keep up with changes and to
en s u re c o n t i n u e d ac cu ra cy,
cu rren c y an d u s efu l n e s s , t h e
publishers will issue supplemen t s . E ach s u p p l emen t wi l l
be a self- contained, authoritative, state -of- t he -art treatment,
deal i n g wi t h t ech n iq u es , p ro b lems and issues of direct conce rn t o man ag emen t a cc o u n t ants.
NAA h as arran ged wi t h t h e
pu bl i sh ers for a s peci al pri nt ing of the "Handbook." It's
avai l ab l e t o NAA memb ers
ONLY. The price is $49.00,
which is more than a 10% discount and NAA pays the postage. No management accountan t s h ou l d b e wi t h ou t t h is s p ecial NAA ed iti on. Ord er your
copy nowl
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ever, as shocked as Mr. Chapman may
have been when he read Mr. Torgerson's letter (April '83), I experienced
the same feelings as Mr. Chapman's.
Not only is his letter contradictory in
comparing the two exams after expressing that they fulfill different needs, but
his next to last sentence about "uninformed opinions" applies very much to
his (opinion) as well.
Mr. Chapman "reviewed" (whatever
that means) previous CPA exams and
became an expert in the subject. I did
not review any exams. I passed not only
the CPA and CMA exams but also the
CIA exam. All three exams are rigorous, relevant, and applicable to real world business problems and require
broad knowledge. I do not know about
creativity as all professional exams seem
to be "textbook" oriented where you either know the answer, partially know it,
or do not know it at all. I do not believe
graders look for creativity.
As to which exams require more of
this or that, the answer depends on who
is taking the exam. A person with no experience in auditing and no knowledge
of federal taxes and business law will
find the CPA exam very rigorous and
will believe that the exam requires a
very broad knowledge. Auditing and income taxes are not tested heavily in the
CMA exam, and business law is not
tested at all . On the oth er hand, the
CMA exam t es ts econ omics and finance, which are not in the CPA exam.
Regarding relevance and application
to real -world business problems, if your
profession is public accounting you find
questions in auditing, taxes, and accounting very relevant. If you are an internal auditor, the CIA exam has very
relevant questions. If you work in industry as a cost accountant or in a management position, then the CMA will
look more relevant.
In other words, Mr. Chapman, rigorousness, relevance, and comprehensiveness —like beauty —are in the eyes of the
beholder.
Jose A. Gonzalez
DBA, CPA, CMA, CIA
Florida A & M University
Tallahassee, Fla.
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NAA Research

of director information. This responsibility is only partly fulfilled by a well -designed managerial process of planning
and control; it is better served by the establishment ofpolicies to guide the development of a comprehensive financial
management function. Only in the latter
will necessary practices and interface relationships assure high quality of informat ion i n t he pl ann in g and co ntrol
process.
❑

ternational Data C orp. study of 200
companies. Ninety -four percent of the
graphics are for management presentations and 90% for planning and forecas t i n g. P ro d u ct i vi t y is up 9 4 %
amo n g t h e u s ers of s mal l business
graphics.
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countability. Relations of external auditors with internal auditors and the audit
committee must be open, frank, and objective. The development of these interface relationships is a major factor in the
Computer Business Report
improvement ofa board information system and, like the leadership role of the
IBM has announced plans to acquire
CFO, it strongly affects the integrity of
15% of Rolm Corp., a private branch
information for managers and directors.
exchange (PBX) maker ... Coleco InFinally, the case studies illustrated that
dustries Inc. has retailer commitments
the board itself is responsible for setting Computers /Accounting
for all 500,000 Adam home computers
the direction for practices contributing to 14 -4 ,41
schedul ed for productio n t his year.
the integrity of financial and operating in- business graphics, mostly on micro- Some mass retailers are scared of the
formation. In each of the companies stud- computer systems, according to an In- $600 price tag.
❑
ied, initiative and innovation in financial
policy and practices were demonstrated
by company officers in collaboration with
This announcement appears as a matter ofrecord only.
directors. However, in companies where
NEW ISSUE
Rating: Standard & Poor s Corporation: "AAA"
officers do not take such leadership, the
responsibility for establishing policy and
X4,000,000
for developing competence in this area
falls to the board. In this sense, the board
has ultimate responsibility for the quality

New Jersey Economic
Development Authority

Th e

Industrial Development Bonds

Person /W olinsky

(National Association of Accountants
Foundation, Inc. —1983 Project)

CMA
REVIEW MANUAL
1983 EDITION

Unconditionally Guaranteed by the

A comprehensive review series in
separate volumes by exam part

National Association of Accountants
Letter of Credit Provided by

Manufacturers Hanover Trust Company
Dated: July 1, 1983

Due: July 1, as shown below

Maturity Schedule
$715,000 Serial Bonds

o Vol. l - Reviews CMA Exams Parts 1 & 2
450 pp $14.25
.... 3
o Vol. 11 - Reviews CMA Exam Part
350 pp $11.75
....
❑ ❑Vol.❑III❑-❑Reviews❑CMA❑Exam❑Parts❑4&❑5
450 pp $14.25
n Entire Set - Discounted price ....$36.00

Due

Add 5.75 per volume shipping chg. .....
for delivery
within U.S. Full refund u•ilhin 10 days if 0101
completely satisfied. To order, check item desired
and mail this ad. 60th payment to:

July 1

Amount

bllerest

Rate

Due
July 1

Amount

Rata

1984
1985
1986
1987
1988

$50.000
55,000
60.000
65.000
65,000

5.50%
6.00
6.50
7.00
7.25

1989
1990
1991
1992
1993

$ 70.000
80.000
80.000
90.000
100.000

7.50%
7.75
8.00
8.25
8.50

Interest

$3,285,000 9%% Tenn Bonds due July 1, 2008

Associates,
Box 1. Po rt lelferson Sla., NY 11776
or (all 1-800-645-5460

1983

2R,

Iu1V

INCORPORATED

Drexel

Prices are subject to change without notice Add
applicable sales lot. Master Card Visa accepted
Give account no. and etp. date.

Lambert

July

Price of all Ban& 100%
(Acamod laterost from
1, 1983 to be added)

Burnham

FEATURES
• Exam - direcled aids in easy -to -read
Jon"
• Point- getting strategies for exam
saccess
• Coverage of key essay & quant tafive questions and answers
• Etplanalory answers for 5 years'
objective questions
• Diagnostic self-tests
to Mulli- volume convenience

People in the News
Promotions and New Positions
Connie Drag, Alameda County - South,
was promoted to senior tax accountant
at Price Waterhouse.
Lowell Shinn, Alaskan, has been promoted to vice president and controller
of Ranier Bank Alaska, while Cliff Kohler has accepted the position of controller with Settlers Bay Properties, Inc.
William Bowers, Albuquerque, is now
director of the finance bureau of the
New Mexico Highway Department.
At Tasa Co rp., Earl Dunfee, Beaver
Valley, has accepted the position of
treasurer and chief financial officer.
Hans E. Klein, Boston, has been appointed associate professor of accounting at the American College of Switzerland, L e y s i n . . . David Thompson
recently was elected a partner of Deloitte, Haskins & Sells.
At American Appraisal, Ronald More,
Bridgeport, has been appointed North
Atlantic area manager in the Eastern
Region. Mr. Moore is a past president
of the Bridgeport Chapter ... Hugh J.
Barry has been elected assistant vice
president of the company, and will continue as district manager for business
development in Fairfield County; and
Robert J. Burke has been appointed
district manager for business development in Connecticut and parts of upstate New York.
David Cloninger, Charlotte Blue, has
been appointed controller of Willard
Lead Products.

Moines office of Peat, Marwick, Mitchell & Co.

dent - finance, secretary, and assistant
treasurer at Gay & Taylor, Inc.

Marvin J. Elenbaas, Detroit, has joined
Manufacturers National Bank of Detroit as second vice president and acco un ti ng o fficer i n th e Co nt ro ll ers
Department.

Dale Bateman, Richmond -Lee, recently
was elected assistant vice president in
the Audit /Security Division of Bank of
Virginia.

Douglas J. Pope, East Bergen -Rockland, has been appointed controller of
the Industrial Group of Alfa- Laval, Inc.

In the St. Joseph Area, Terry F. Stein becker has been named executive vice
president and chief financial officer of
St. Joseph Light & Power Company.

Jerry R. Hill, East Jersey, has been
named director of financial services for
the research division of Merck & Co.

Mark A. Volker, St. Louis, has been
promoted to manager in the audit department of Price Waterhouse.

Donna Gouveia, Fall River -New Bedford, has been promoted to operations
manager of the Visiting Nurses Association in Providence.

Patrick M. Holwagner, San Francisco,
has been named vice president of finan ce and con trol ler at Modulaire
Industries.

John B. Pollara, Greater San Gabriel
Valley, has been named senior vice president of Zieman Manufacturing Co.,
Whittier, Calif. Mr. Pollara is past presid en t o f t he ch ap ter, an d curren tl y
s erve s o n th e Nat i o n al Bo ard of
Directors.

James G. Fox, Spartanburg Area, has
been named dean of the school of business administration and economics at
the Universi ty o f So uth Caro lina at
Spartanburg. The new dean is a director
of the Spartanburg Area Chapter.

Roy B. Fisher III, Houston, has joined
the public accounting firm of Seidman
& Seidman as semi - senior on the auditing staff.
In Lynchburg, Joan Frost was named
controller of Lynchburg Vending and
Food Service Co.... Sue vonBechmann
has been named vice president and controller of Imperial Reading Corp., and
Daniel Judd has joined the corporation
as corporate accounting manager.

Allen Frydrych, Connecticut Gateway,
has been promoted to manager of pricing at Pitney - Bowes.

Werner Rhyner, Madison, is now manager of finance with Sajac Company.
At the Orlando Utilities Commission,
Mark Mazak, Mid- Florida, was named
the budget director.

At Southwestern Drug Corp., Gerald
D. Terry, Dallas, has been promoted to
senior vice president- finance.

Gary L. Destree, Northern Wisconsin,
recently was named manager of corporate benefits at Appleton Papers.

John Danos, Des Moines, has been
named p artn er in charge of t he Des
84

William L. Orr, Piedmont Winston -Salem, has been promoted to vice presi-

A.G. Toczko, Springfield, has been
named chairman of the board, at Face mate Corp.,Chicopee, while Harry J.
Flood has been named vice president finance.
Wellington Ewen, West Los Angeles, has
joined American Home Security as vice
president, finance.
In Wilmington, James R. Rouse, CPA,
has joined Reed's Jewelers, Inc. as vice
president of finance. Mr. Rouse is a past
president of the Wilmington Chapter.

Organization Service
Lee G. Smart, Memphis, has been elected president of the American Society of
Women Accountants.

Emeritus Life Associates
E.J. Allen, Nashville- Capitol City.
Robert E. Broadwater, Charlotte Gold,
past national director, 1981 -83. SCMS.
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Angelo A. Butturini, Bridgeport past
president. SCMS.
Robert E. Curtin, Columbus.
Alice A. Emison, Houston -Lone Star.
Will E. Erwood, Pomona Valley- Inland
Empire.
Roland J. Hall, Los Angeles
W.M. Hawkins, Pittsburgh.
Charles E. Kunze, Susquehanna Valley
past president. SCMS.
A.V. Langston, Indianapolis, past national director, 1973 -75. SCMS.
Walter Lindsay, Evansville.
Robert D. Little, York.
C. Jackson Maurer, St.Louis.
John A. McArthur, Spartanburg Area.
Ruby L. McBee, Asheville.
Burt D. Milian, Connecticut Gateway.
George R. Pain, Houston -Blue Bonnet.
Maynard P. Piper, Southern Maine.
Francis E. Plyer, Milwa ukee past
president.
Albert F. Popalisky, Florence Area.
Al ex an d er J. Sa yl es , New Jers ey
Meadowlands.
Rafael O. Suarez, Seattle.
Charles E. Turner, Calumet,
William F. Wilson, Mt. Rainier.
Ned M. Young, Dayton.

Perspectives
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in a bizarre and tragic fashion. On February 3, 1975, Eli Black, the chief executive officer of United Brands, stepped
from his limousine in front of the Pan
Am Building in New York, took the elevator to his office on the 44th floor,
smashed his office window, and jumped
to his death on the street below —a dramatic and sad way to attract the attention of the SEC.
Two months later, the SEC's investigation uncovered indications that Mr.
Black had authorized a bribe of $1.25
million to the president of Honduras.
Then th e hu nt was on. Within three
years, more than 400 American corporations (still a very small percentage of
the total) disclosed illegal political contributions, bribes, kickbacks, and other
improprieties, involving hundreds of
millions of dollars. Friendly governments in Japan, Italy, and The Netherlands were severely embarrassed. The
Internal Revenue Service started massive probes and the Justice Department,
the Commerce Department, and Maritime Commission, and countless other
federal and state agencies got into the
act. Congress passed a new antibribery
law, with million dollar fines and five year jail penalties for those involved.
My thesis is quite simple: management fraud and improprieties are problems that the business community and
the accounting profession must take
steps to fight as they strike at the heart
of our most cherished asset —our integThe Standards of Ethical Conduct for Management rity. To many people, this is an appealAccountants now are available on a prestigious, ing but useless thesis — appealing, belaminated plaque. Especially designed for your office
wall, the Standards will serve as a symbol of your cause all good men oppose bad deeds;
integrity, professionalism, and association with an useless, because nothing practical can
esteemed organization.
be done to fight business improprieties.
At just $10, it's certainly something no management
To these people the origin of such imaccountant should be without, To order your plaque, proprieties is immorality, and immoraljust mall this coupon with your payment to: NAA,
8peedalOrderDept.,219Thirdkirenue,NY.,N.Y.10022. ity cannot be cured either by controls or
by an y oth er s hort -t erm s ol uti on s.
The Standards of Ethical Conduct for Management Therefore, they believe detection and
Accountants Plaque. $10 each (no membership discounts).Paymentmustaaompartyorder.Pleasesend deterrence must do the job. If true, this
me — plaque(s). Enclosed is a check for $ —. means that extensive controls or a massive increase in procedures by internal
Name (please print or type)
I and external auditors provide the only
Company (It part of shipping address)
I assurance that business improprieties
can be wiped out. But what are the costs
Mailing Address
of such measures and how do they reLChy, State. Z P . . . . — . — — MA 9183 J late to the benefits for society?

Display
With
Pride

_
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Business improprieties can be extraordinarily hard to detect. Collusion,
unrecord ed o r i mp ro perly reco rd ed
transactions, overridden internal controls —when used by clever people —are
remarkably effective tools for getting
away with fraud or misrepresenting financial data.
Many of the measures needed to attack this problem are not only expensive
but, in some ways, counterproductive.
And many are in conflict with our tradition of personal liberty and individual
rights. That's why the adoption of, and
adherence to, ethical standards are so
important.
The social costs involved in assuring
an absence of business improprieties far
exceed th e b en efi ts t o s oci et y as a
whole. But, our problem is that we cannot afford to allow the public credibility
of accountants and American enterprise
to continue to suffer from accusations of
unethical practices.
In these circumstances the business
community must respond —for it is unjust that the majority of businessmen
suffer assaults on their integrity because
of the illicit behavior of a few. It is important that public confidence be restored in the basic institutions of the
capitalistic system and the corporation.
Accountants can provide business a
great service here because they are oftentimes the first people to suspect or detect
improprieties or fraud. They are in a position to be aware of both management
and internal controls and how they have
been, or could be, circumvented.
I am reminded of the farmer who had
10,000 watermelons in his patch and,
every day or two, found someone was
stealing one. So, he came u p wi th a
bright idea! He put up a big sign which
said "BEWARE —ONE OF THE WAT E R M E L O N S HAS BE E N P OISONED." He was certain that would
solve his problem. However, the next
day when he went back to the field, the
sign read "NOW, TWO OF THE WATE R M E LO NS HAVE B E E N P OISONED."
My point is that we cannot allow the
min ds of the pu bl ic to be poi son ed
against business because a few business
people are not ethical. And we believe
our management accountants' code of
ethics will help accountants restore public confidence.
0
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Dresser's Jack James: Rugged Individualist
2811

whatever the changing trends, then you do a basic
disservice to your career objectives."
He also advises management accountants to
join organizations such as NAA and other business- related societies to experience the healthy
flow of ideas among creative, enthusiastic people
pursuing the same endeavors.
He also stresses that good management accountants are valuable to their companies and can be
moved throughout the hierarchy at will because of
their versatility. "I must say, the management accountant can't have blinders, and if he is perceptive, he ends up having a balance of skills so that
he can operate in general management. It 's a
broader perspective than CPAs get. The management accountant understands how the figures are
used, particularly where you have sophisticated
budgeting, profit planning, and so on."
In a speech Mr. James gave to participants at
NAA's An n u al Int ern ati onal C onference in

Accounting Education
20-4� 4

both an internal and external nature. This also involves the ability to audit such areas effectively,
including the measurement and verification of
performance, social, and economic aspects, e.g.,
external effects (externalities).
Educational contents require both theoretical
(conceptual) and practical (applied) emphasis. Research in the various fields of accounting also demands improvement; good teaching without accounting research of a basic and applied nature is
rather empty. It tends to be retrospective. Furthermore, training and research coordination between institutions of learning and professional inst i t u t es wou l d wel l s erve t h e who l e fu t u re
accounting framework. In many countries, a more
effective accounting educational approach is warranted, and attention should be given to reappraising the structure and content of accounting education. This may require, for example, that a student
has a degree program with a broad base in economics, sociology, and quantitative methods, with
subsequent specialization in accounting.
Future accounting programs, in both developing and developed countries, also may have to undergo changes in curriculum and structure due to
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Houston last June, he challenged management accountants to carve out a niche for themselves in
this tempestuous decade of the 1980s, considering
the areas of the "three Cs of change: creativity,
communication, and commitment. By creativity, I
mean finding the best way to do the job and doing
the best you can— looking at the business from all
angles, asking and answering new hard questions,
and rethinking and reevaluating our jobs and our
performance ... by communication I mean keeping up with new developments as well as sharing
new ideas of your own. The need to be open to
new ideas, new technology, and new procedures is
great er t han ever .. . Mo st impo rt an t, there's
commitment. We must always remember a fundamental principle: commitment precedes progress.
What is needed is a commitment to the company,
the job, and our common success —a commitment
to long -term development. Make that commitment and the future will take care of itself."

changing international developments and environments. More emphasis may have to be given to
issue - oriented approaches, an interdisciplinary
body of knowledge, and a strong pragmatic orientation. As accounting training will find itself increasingly part of the total socioeconomic scene, it
also needs to respond to dynamic changes and to
be future - oriented. Research of a basic and applied nature in accounting will have to be viewed
as the key to future developments and improvements. Continuing education also will become a
major force in accounting education; consequently, the institutions of learning will be supplying
both a general and specific base. Continuing education programs may be given in short-term specialized courses by professional institutions and
other agencies. Cooperation between the institutions of learning, the profession, industry, and
government will have to become closer.
Adolf J.H. Enthoven is professor of accounting and
director of the Center for International Accounting
Development of the University of Texas at Dallas.
This column is adapted from a presentation of the
Fifth International Conference on Accounting
Education in Mexico in 1982.
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The Nation ' s Best Accounting Minds Come To
You Each Month
The most highly regarded accountin g educators from
the top u niversiti es and p racticing accountants from
across the country are at your disposal on videotape.

At Your Convenience
Videotape allows you to conduct group training sessions at times you choose, and gives you the flexibility for individual use.

Professional TV Production
Th e NAA Video Network has been developed in
association with F IS I Communi cations Services,
veteran p rodu cers of t rain ing and informati on video
networks for the financial services ind us try. Professional TV moderato rs, writers, and production
crews are involved in bringing to you engagin g,
dyn amic educational and informational pro grams .
FISI Communications Services is a division of Financial Instit ution Services Inc., the nati on's largest
financi al inst itutio n marketing co mpany.

As Timely As A News Magazine
Each t ap e i s p ro duced on ly a sho rt ti me before you
receive it . Th e t op ics are ho t. Th e in fo rmat io n an d
educational content are al ways current. And the segment ed p rogram format maximizes vi ewer att enti on,
participation, and retention.

We Take You To Where It's Happening
Skilled professionals are always ready to travel
anywhere to get the views, interpretations and responses from influential people in the public sector, in
corporations,�in�universities,�in�government�—�wherever news that concerns accountants is developing.

You Can Benefit Immediately
You have the confidence that 40 hours of continuing
education from NAA i s co mi n g t o yo u each year.
Each mo nt h you receive a n ew th ree- to fo ur -h ou r
video program featuri ng instruction and i nformation
that yo u can p roducti vely u se in your practice.

The NAA Commitment
We are dedicated to the immediate implementation of
the NAA Video Net work for the acco unt ing profession. We believe that the Network is the most effective, conven ient, and economi cal way to fulfill your
CPE and information needs. Because of the resources
needed to launch the Network, a minimum number of
charter sub scriptions is required to proceed with initial productions. In subscribing to the Network, you
have th e assu rance t hat hu ndreds of you r coll eagues
across America will also be Network subscribers.
For immed iate information call the NAA Video
Network toll -free:

1- 800 -251 -2148
1- 800 -342 -2109 (in Tennessee)
r

- - - - - - - - - - - - - - - - - - � - � - - - - �

I� � Ye s , � we � a r e � i nt e r e s te d� in� pa rt ic ip a t ing� in� the � NA AVid e o
I Ne twork. Plea s e have a Ne twork re pre se nta tive c a ll me .
Name

Reduce Your CPE Expenditures
The NAA Vi deo Network mon thl y sub scrib er fee is
only $283. This i ncludes the month ly videotape program o n VHS fo rmat and s u pp orti ve wri tt en mat erials . Optio nal ly, for an add itio nal $50 per mo nth , a
new VHS video player /recorder machine is furnished
wit h ful l main tenan ce. At t he en d o f the 12 -mon th
subscripti on p eriod , th e vid eo machin e becomes the
property of th e subscriber.

I Title_
C ompa ny

I

Address .

City

L

State

Zip
Phone
Mail to:
NAA Video Network P.O. Box 40726
-

-

-

-

Nashville, TN 37204

- - - - - - - - - - - - - - -

-

-
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S e r v i c e s

Madeline Krakowsky, Editor

an electronic spreadsheet, modeling language, report writer, graphics system
and programming language into a single
program. Both novices and experts can
use the system. Applications include
budgetary planning and control, financial planning and reporting, corporate
consolidations, strategic planning, investment analysis, merger /acquisition
analysis and cash flow forecasting. It is
available on the IBM PC. Contact Bob
Cooper, (703) 841 -0800.
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The GLOWSPM Practice Management
program is a new open -item, work -inKODAK
C SrAGggPHlC
process practice management system
Color P� inl�F ilm
designed for accounting professionals
by Orion Soft ware, Inc. Th e system
provides full job costing with budgeting,
accounts
receivable, production control,
Kodak's Instagraphic CRT Imaging Outfit
and historical reporting . Contact NorEastman Kodak Co. has introduced a way to input and access data from a man Kanefsky , (215) 928 -ll19.
quick and inexpensive way to make in- computer — handprinting. Pencept Inc.
stant color prints of large images dis- has created P ENP AD , a un it which SoftLink Corp . has in trodu ced The
played on any 12 - or 13 -inch CRT ter- consists of a writing tablet , a control Practical Accountant, a software packminal . The Kodak Instagraphic CRT unit and an electronic pen. Two ver- age developed to solve cash flow probImaging Outfit includes a camera with a sions are available, one for minicomput- lems and man age fin ances fo r small
close -up lens, a CRT cone, and an in- ers and one for personal computers. businesses, as well as individuals. The
struction manual . To take a picture, you PENPAD recognizes all letters of the Practical Accountant can monitor cash
just pl ace the camera -mounted cone alphabet , numbers, and fifteen other flow, record all financial transactions,
over the screen and push a button. In characters, such as do llar si gns and and provide a chart of accounts. The
seconds, the print emerges . Additional pu nctu ati on mark s . Co n t act Gerry Practical Accountant runs on the Apple
II and IIe. Phone Joanne Stewart, (408)
prints can be made by pushing the but- Babb, (617) 893 -6390.
988 -8011.
ton again . The prints can be inserted in
reports, carried in a pocket or briefcase, A unique solution to computer crime has
or easi ly fil ed for fu ture referen ce. been developed by LeeMAH, specialists
Advertisers' Index
Phone E dward T . Howell, (716) 724- in computer security. The company's SeAccountants' Cost Handbook . . . . . . . . . . . . . 82
A
c
c
o
u
n
t
e
mps ...........................13
cure Access Unit ( SAU) i s a d evi ce
3169.
Ashton Tate . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1
which offers fail -safe protection from
Comprehensive Accounting . . . . . . . . . . . . . . . . 9
Computer Sentry . . . . . . . . . . . . . . . . . . . . . . . C -3
dial
-u p co mpu ter int rud ers. A new
CUFFS -80, a new Decision Support
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System ( DSS) for mainframe computDesign Trends . . . . . . . . . . . . . . . . . . . . . . . . . . 7 1
E a s t e rn A i rl i n e s . . . . .. . . . .. . . . . .. . . . .. . . . . 5
ers, has been introduced by Cuffs Plan- port (SAM ), has been designed for large,
Ethics Plaque. . . . . . . . . . . . . . . . . . . . . . . . . . . 85
ning & Models, Ltd. Intended to handle multi -user systems. The unit can handle
F as t T a x .. . ... .. .. .. .. .. .. ... .. .. .. .. .. .1
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such problems as tax computations and more than 2,300 callers. If an incoming
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-Wby successful retention
programs start long
Ix /ore the biring prod

Wby employment
contracts are now more
advantageous to
employers

How to reduce long range payroll costs by
spending a little more at
the right time

Which " customized '—'
techniques tailor strong
appeals to different
individuals

.Wby oneof the most
obvious and economical
methods of keeping good
employees is often

How to use incentive
other than money to
encourage loyalty

What to do when one of
your best employees

quits

Too much turnover can be costly and disruptive.
Too little turnover and your best people
can get frustrated by slow advancement.
This valuable booklet will help you hold on
to your best employees. It's written by Robert
Hal( the author of How to Hire Smart; The
Robert Half Way to Get Hired in Today's Job
Market(Rawson- Wade/Bantam); and the soon
to be released, Robert Hay's Success Guide for
Accountants(McGraw -Hill).
Robert Half founded the organization that
bears his name —35 years ago. Today, it's the
world's largest specialized placement service for
competent financial, accounting and data processing professionals —with 80 independently
owned and operated offices throughout the
United States, Canada and Great Britain.

This booklet could help protect your most
valuable resource. Get your free copy by contacting any Robert Half office —or mail the coupon below.

I

Please send me your booklet "How To Keep Your Best People"
( Mail this coupon to Robert Half International, Inc.,
PO. Box 4157, New York, NY 10163.)
Name

I

Title
Company
Address
City

I

zip

state
Telephone (

)

i UHRQBERT HALF`
O accounting, financial and edp personnel specialists
7 In lr r n atlu iu l In i

{' 1 9 8i R uh et 7H

