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back guarantee. If you are not compieteiy sausneu
with our software 90 days after installation, we'll buy
it back. No fees, no catches and no tricks - it's just
that simple!
With HMS, buying software doesn't have to be a risky
business. We provide you with quality pre -sales
service and full implementation support. Our
experienced application specialists assist you in
matching the capabilities of our AIM /3000 Financial
and Inventory Management software with your
current and future needs.
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Customer Order Processing
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•

Specialists increase productivity. And Accountemps professionals are temporary personnei
who specialize in solving your bookkeeping, accounting and data processing problems.
Accountemps specialists are slightly over - qualified.
That's good news for you. You don't have to train our specialists: You just give them a few
moments of orientation.
And here's more food news for you. Because they know their specialty they work quickly
and efficiently —and they re not hampered by the routine interruptions that disrupt your regular
employees.
A call to any one of 80 offices in the
United States, Canada and Great
Britain will bring you the help
you need immediately —for
a day, a week, a month or
longer— whenever you
need them — evenings
or weekends.
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Data -base Management Systems: Do You Know Enough
to Choose?
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By Kathy Williams and Robert L. Shultis
This CEO of the Life Insurance Co. of Georgia believes accountants should be the best
numbers crunchers on the block —yet be responsive to the human side of their businesses, too. By getting involved in civic activities, employees can return to their communities
some of the wealth their companies have derived and become better managers in the
process. Here is a close -up look at this former management accountant who has successfully made the transition to chief executive officer.
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By Dan C. Kneer and Joseph W. Wilkinson
The company data base, the accumulated and stored information for everything from accounts receivable to inventory control, must provide information quickly and in the format
most beneficial to users. Management accountants, increasingly involved in the acquisition
process for expensive software systems, need to know which data -base management system can make data most productive.
Lybrand Bronze Medal, 1983 -84.

Why Your Company Needs Three Accounting Systems

39

By Bart Johnson
Three types of accounting systems exist — financial, management, and decision support.
Each offers something different and important and none can do the job alone. Companies
should provide all three; those that do will enjoy a competitive edge.
Certificate of Merit, 1983 -84
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Overcoming the We /They Syndrome

47

By James Wagner
The conversion from manual records to automated systems provides an excellent opportunity for labor and management to finally get on the same team. This will only happen,
however, if the management accountants involved in the development of computerized
accounting systems work with the supervisors in all departments to gain their insight and
support. Otherwise, the automated system may be derailed by long ingrained "shadow
systems."
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Why Go Private?

51

By Linda M. Onis
Leveraged buyouts are in the news as a number of public corporations go private. What
are their reasons? Do they outweigh the disadvantages? How do such strategies affect
management accountants?
Certificate of Merit, 1983 -84
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Sp eakers at NAA's Annual International Conference in Seattle focused on the changes
that are rippling through our world. At the same time, NAA members elected new officers
and directors an d awarded trophies and banners, and other awards, to outstanding chapters during 1983 -84.
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High Tech and the implications for management accountants are explored in the Octo
ber issue, which leads off with a wide- ranging interview with Roger Smith, CEO of General
Motors Corp. In "High Tech: the Challenge to Management Accounting," Author Littrell describes how accounting for high tech products must change to accommodate a different
product life cycle. In November, watch for the Lybrand Gold Medal article, "Designing
Focused Information Systems," plus a look at budgets— designing them and stimulating
behavior through their use.
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PERSPECTIVES
Grooming Leaders
As far as I know, there is no school or other institution designed
specifically to produce captains of industry, or U.S. Presidents. Most
of the leaders in this country and the rest of the world have evolved
out of the school of hard knocks. Mat ever they have achieved, in other words,
they have achieved the old fashioned
way —to paraphrase a well -known commercial punchline —they have earned it.
Few members of NAA know that our
Association does have a leadership
training program called the National Service Development Program. This program represents a deliberate, planned
effort to develop future leaders of the
Association —and, by extension, of the
accounting profession.
The key concept of this training program is involvement. It implies
involvement of the NAA member from the day he or she joins a
local chapter. Members are asked to serve as directors in charge of
such activities as public relations, programs, or educational activities- As I found out years ago when I first affiliated with a chapter,
there are no sinecures on the chapter board. You are expected to
work, to carry out specific functions, and to meet the goals of that
activity as outlined in the chapter's annual plan.
Each directorship requires its own special expertise. A program
director charged with putting together a technical program that will
interest and enlighten chapter members finds himself faced with intricate scheduling problems, finding appropriate speakers, and selling the program to fellow members. This project calls forth several
skills— organization and analysis, public speaking, and the ability to
mediate among differing opinions.
Then at the end of the year when you're inclined to sit back and
pat yourself on the back for the fine job you have done, the chapter
asks you to take another directorship — requiring entirely different
skills. Thus you see how the program is devised to move members
around from one position of responsibility to another. As you move
up from director to vice president to president, the responsibilities
and demands upon your personal abilities increase.
It is a game, of course. Your career will not be terminated if you
as program director cannot find a speaker on a certain topic or you
as P.R. director cannot get a press release published —but you will
have learned.
This learning experience takes place, ideally, just as you are positioned at the foot of the corporate ladder, ready to advance through
cost accounting, to chief accountant, to, perhaps, controller and
CFO. You can see, then, how leadership in a volunteer organization
like NAA positively links with aspirations to leadership in the "real
world." The experience at the chapter level is only the "boot
camp "; the NSDP program has even more to offer at the national
and international levels.
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member of the National Assoof Accountants you can apply
for a line of credit up to $25,000...on
your signature only. No collateral
whatsoever. No endorsers. No cosigners. And, most importantly, no
hassles.
• A Line of Credit from $5,000 to
$25,000. Major funds for your major needs. While current earnings or
credit cards can take care of most
smaller needs, today's busy executive
requires larger amounts of cash from
time to time.
• All Transactions Handled by Mail.
This special feature makes borrowing
convenient and guarantees privacy.
No personal meetings. No complicated, time - consuming procedures.
The few necessary steps are made
by you in the privacy of your home
or office.
• Your Signature is the Only Collateral Required. No need to tie up
any of your assets.
• The Convenience of a Revolving
Credit Line. Once your line of credit
is approved, a phone call from you

activates the credit and your check
is mailed to you immediately. If you
want additional funds the next month
...or the next day ... just call and your
money will be in the mail.
• You Pay Interest Only for the
Amount You Actually Use. There
is no charge to establish your credit
line. No loan processing fees and no
prepayment penalties. Once you
activate your credit, interest is
charged only on the amount you
actually use at the Annual Percentage
Rate of 18 %.

Services, Inc. and, in California, by
Bankers Investment Company. Both
Security Pacific Exec utivelProfess ion al
Services, Inc. and Bankers Investment
Company have the experience and
financial strength to serve the membership. They are subsidiaries of
Security Pacific Corporation, the
nation's 9th largest bank - holding company, with assets over $40 billion.
Both lending institutions are equal
opportunity lenders and approval of all
credit lines, regardless of amount, is
subject to their normal credit policies.

• Satisfaction Guaranteed. There's
no risk. If you activate your line of
credit and you're not completely
satisfied, return the money within
30 days at no cost to you.

To take advantage of this special
offer, act today. You'll find it easy to
apply for your line of credit. Simply
write us, or call today toll -free. By
return mail you'll receive the one page
application —it's that easy.

To cover the administrative costs of
arranging a national program, the
Association receives a small fee. This
offer should not be construed as an
endorsement by the Association of
the Lender or any other products or
services included in the Group Discount
Programs.
This special program is administered
by Security Pacific Executive/Professional

SFkJL8M PAC18C
14201 East 4th Avenue
Aurora, Colorado 80011
1- 800 -525 -1344

Opinion
Robert L. Shultis

`Cash— That's Good Enough for Me!'
More years ago than I like to think about, Arthur
Godfrey on his WCBS morning radio show used
to play a Pearl Bailey record whose title I have
forgotten, but which spelled out the blandishments an ardent swain might offer to a lady to
get her to see things his way. The "bottom line"
of the song —a term that hadn't yet been overworked —was that nothing beat good old cash
for such purposes.
Recent reading of two articles in Fortune and
Forbes brought this old song back to mind. After reading them, it occurred to me that the lyric
quoted above might be worth considering as a
possible solution to a present day accounting
problem.
The first article was from the June 25 issue of
Fortune and was titled "Manipulating Profits:
How It's Done." Appearing immediately below
the title was the comment:
"Executives rarely have to violate the law
to put a gloss on dreary earnings. Accepted accounting principles leave ample
room for those who want to fudge the
numbers."
What the article discusses is the efforts of
companies to smooth the quarter -by- quarter
and year -by -year results, so that they can present predictable, projectable results to their
stockholders and the public. There isn't a company around that doesn't like to present a
"nice, smooth, predictable earnings trajectory,"
to use Abraham Briloff's words, And we all
know that the temptation and pressure on the
controller to make it happen is frequently pretty
heavy. (Where this fits in with NAA's new Standards of Ethics is a subject I hope the Ad Hoc
Ethics Committee will address in its upcoming
deliberations.)
According to the article there are three broad
classes of techniques that could be used —
"changing accounting methods, fiddling with
managers' estimates of costs, and shifting the
period when expenses and revenues are included in results."
6

Those of us who have been preparers of financial statements are well aware, for example, that the state of a firm's inventory might
look a lot different from one year to the next,
depending upon the overall result. How much
of a provision for inventory obsolescence might
be required is a judgment call and many factors
enter into it. The same is true of a provision for
bad debts and numerous other accounts as
well, as the article points out. Much of this results from the ancient and honored concept of
accrual accounting that is so embedded in accountants' thinking that it is unlikely to change,
nor should it, to my mind.
Nevertheless, this is an imprecise, indefinite
world we live in, and if the accounting profession is perceived to be "fiddling" with the earnings, we should look to it. That's where the
Forbes article from the June 18th issue comes
in. It's titled "The Missing Number" which, according to the article, is cash flow per share_
Among other things, it discusses Mapco
Inc.'s efforts to have the SEC require public
companies to report cash flow per share, as
well as earnings per share. The article suggests
that Mapco is bowing out of the fight, just as
the rest of the world is catching up. However,
their efforts apparently are bearing fruit. Certainly within FASB and FASAC there has been
increasing discussion as to the desirability of
requiring additional information on cash flow.
The SEC seems to be moving in the same
direction.
The article also quotes Dennis Beresford,
who is partner in charge of accounting standards at Ernst & Whinney:
"Many people feel that cash flow information is important and in some cases even
more important than net income. Yet
many investors focus only on net income
per share."
I agree, and might go a step further. I've seen
some otherwise reasonably sophisticated managers and investors who have equated cash
with income. No doubt there will be problems
encountered in developing guidelines for reporting cash flow information, and, granted,
cash flow might be misinterpreted as being
cash that is actually available for distribution to
investors through dividends. But those problems seem to me to pale in comparison with
the situations to which the Fortune article alluded. Cash flow, reported by a recognized and
agreed upon method, ought to be a more precise number, and certainly could serve as a
benchmark against which to measure earnings.
Perhaps the FASB or SEC, or both, should address this issue with all deliberate speed. 1
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Management
Accounting
Practices
Louis Bisgay, Editor

Doyle Heads MAP Committee

vice

The chairman of the Management Accounting
Practices Committee for 1984 -85 is Bernard R.
Doyle, manager— corporate accounting services, General Electric Co. Other MAP Committee members this year are Raymond H. Alleman, vice president and deputy comptroller,
ITT Corp; Henry R. Anderson, director — School
of Accountancy, University of Central Florida;
Robert N. Anthony, professor emeritus, Harvard Business School; William J. lhIanfeIdt, assistant controller, Shell Oil Co.; Eugene H. Irminger, senior vice president of finance, Centel
presiCorp.; James J. Latchford, assistant
dent and assistant controller, W.R. Grace & Co.
Also: Bryan H. Mitchell, controller, A.C. Nielsen Co.; Allen H. Seed III, senior consultant, Arthur D. Little, Inc.; Norman N. Strauss, partner,
Ernst & Whinney; Robert G_ Weiss, vice president and controller, Schering Plough Corp.; and
Arthur R. Wyatt, partner, Arthur Andersen & Co.

MAP Is Critical of `Recognition
and Measurement' Statement
The MAP Committee expressed strong reservations about three principal aspects of the Financial Accounting Standards Board's proposed Concepts Statement, "Recognition and
Measurement in Financial Statements of Business Enterprises:"
The exposure draft implies that all important
financial information to be communicated
should appear in financial statements. The
Committee pointed out that some of the
most useful information management can
provide is inherently subjective and is best
provided as a supplement to financial statements, where management's commentary
can enhance its understandability.
8

2. The notion of "comprehensive income" is
troubling because of the confusion that two
levels of "income" would cause to users of
financial statements. Reporting items that
do not affect cash flows, such as marketable equity security value changes and foreign currency translation adjustments, as
some nebulous form of "income" would detract from the informational value of financial
statements. If a final standard retains the
concept, the Board should consider using a
term such as "other nonowner changes in
equity" instead of "comprehensive income."
3. Instead of acknowledging that our accounting model is based primarily on historical
costs, the exposure draft indicates that historical cost is but one of several attributes
used in preparing financial statements. Furthermore, the ED provides little guidance as
to when other attributes, such as current
cost and present value of future cash flows,
should be measured. The MAP Committee
believes that a final concepts statement
sh ou ld say in ess enc e t hat, alth oug h
amounts initially recorded for assets and liabilities normally are not altered to reflect
changing values, the presumption against
recognizing price changes may be overcome under certain circumstances to provide more relevant information,
A copy of the comment letter may be obtained by writing to Ms. Harriet Wink at the national office.

FASB on Health Care Reporting
The Financial Accounting Standards Board has
issued a proposed statement that would require employers to disclose in their financial
statements a description of health care and life
insurance benefits offered, the cost of those
benefits included in net income for the period,
and a description of the current accounting and
funding policies for those benefits. The exposure draft, "Disclosure of Postretirement Health
Care and Life Insurance Benefits Information,"
is an interim step in the Board's project on
postemployment benefits other than pensions.
If adopted as a final statement, the disclosures
would be required for financial statements covering periods ending after December 15, 1984.
The FASB also issued an Invitat ion to
Comment, "Accounting for Compensation
Plans Involving Certain Rights Granted to Employees." The document is the first step in the
Board's project to reconsider Accounting Principles Board Opinion 25 dealing with employee
10, 10- 58
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Data Design's Financial Software
PacWes Top Datamafion Survey...
The results of the latest Datamation software
survey have been released. They make interesting
reading. Especially if it's your job to secure financial
applications software packages for your company.
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General Ledger Financial Control
Accounts Payable/ Purchase Control
Fixed Asset Accounting
Capital Project Management
To learn how these systems work for a broad
range of medium to large size companies on most
major computer systems, call today at 800 -556 -5511
(408- 730 -0100 in California), or complete and mail the
coupon below. If you do, next year you'll be able to
rate your software vendor "number one," too.
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1279 Oakmead Parkway, Sunnyvale, CA 94086
Please send me additional information on your:
General Ledger System
Accounts Payable Purchase Control System
Fixed Asset AccountingSystem
CapitalProject Management System
My need is: i-1 Immediate C1 Short Term Long -Corm
1 am interested in attending a free seminar on financial
application software.
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In the ratings of General Accounting packages,
Data Design's Fixed Assets and Accounts Payable/
Purchase Control finished above all other mainframe
financial applications packages studied. Ahead of all
the systems from MSA, McCormack & Dodge and
Software International. Our General Ledger and
Capital Project Management Systems were too new to
be included in the survey. We're dedicated to achieving
the same results with these systems.
Data Design was rated higher in terms of overall
satisfaction with product performance as well as service and support. The service and support ratings are
especially significant in that they polled user votes in
the categories of vendor responsiveness, training and
documentation —areas critical to trouble -free system
operation. Data Design has consistently been rated the
best in these categories in nationally recognized independent software surveys, and accordingly, finance
and accounting managers at hundreds of major corporations have found they can rely on our financial
software systems.

DAS D A T E S

❑

1

Our reputation for excellence has been built on
years of providing the highest quality mainframe
software for:

S■■■■■■■■■■■■■i

Management
Information
Systems
Gerald R. DeMaagd, Editor

Perspectives on Software Selection
Without a doubt, selecting software is confusing and becoming more so everyday as the
number of available alternatives increases.
That's one reason NAA is sponsoring two one day executive briefings on "Selecting and Installing Software Packages: the Controllers'
Perspective" during the month of September.
Before you start the selection process, however, let's step back and put the total software
marketplace in perspective_ There are three
broad categories of systems purchases:
Custom systems developed under contract.
These systems usually are characterized by
a large development effort specifically tailored to a company's own requirements.
They are unique and expensive, and may include computer hardware as well as software from a "turn -key" vendor.
Appropriate purchase procedures will include
preparation of a formal Request For Proposal
(RFP), including detailed functional requirements and performance specifications. Important contract provisions to watch for are who
owns the rights to the programs when completed, firm costs and rates, and limitations on
competitive use.
2. Financial and accounting packaged software for mainframe computers. Packaged
software should be purchased for what it
is — "off the shelf' preprogrammed routines
which your company can use. Don't expect
the vendor to make modifications just for
you. They have spent millions to develop
and market a product for general use.
Making the best selection for your use from
among the products available is the key to a
successful purchase. Examine the vendor and
the support they provide as well as the features
10

of their current product. You may live with your
decision for 10 years or more.
3. Micro software. This may not be as major a
decision as in the other two categories, but
equally frustrating if you are the one to make
it. Ease of use is the most important characteristic this software should have, in addition
to meeting general requirements.
The life of a micro program may only be a year
or two before a better product comes out. Even
though these programs cost less, the value of
the time spent learning to use them may be
many times the initial cost. That's why it pays to
buy micro software with care. Check to see if
your company makes volume purchases at a
cost savings to you.
In any of the above categories, some general
principles for software purchasing still apply.
Define the required features the program must
have for your use, as well as those that would
be nice to have. Research what other users
have to say and /or try before you buy, and
check for the computer hardware required to
run it. You don't want to discover, when it's too
late, that you need more memory, disk space,
or a different printer to do the job intended.
Be specific in your investigation. For example, the question "Does the software handle
rounding ?" is not nearly as good as "Does the
system allow rounding all figures to dollars,
thousands, or millions, and do the rounded
amounts foot ?" The ability to produce reports
that foot and cross -foot is basic to financial
applications.
Choices in the micro area, in particular, are
so numerous that new publications such as
The Journal of Financial Software (MICRO THOUGHT PUBLICATIONS, Santa Monica,
Calif.) continue to spring up to educate the financial community on new developments. In
the rush to take advantage of new technology,
don't forget some of the basic characteristics
that good financial systems should have, however, such as good audit trails and security.
Documentation and file layouts are important
not only for their usefulness, but for compliance
with Internal Revenue Service regulations. Article 31.6001, paragraph 5004.03 of the IRS
Code states that program documentation and
adequate record retention facilities must be
available which will provide the necessary information for the verification of the taxpayer's liability. To determine specifically which files are
covered under the regulations, an IRS computer audit specialist will draft a record retention
agreement for your management's signature. C'
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"THANKS TO COMPREHENSIVE...
A new home in the
sunbelt, my own
airplane and an
accounting practice
worth over half
a million!" *

Tom Budziszewski
Ho us to n, T e x as

When I was a te e n in the midsixties, I wanted to do three things:
Play football, fly airplanes and work
with numbers.
I was an end and placekicker at the
University of Akron in Ohio, and still
hold the record for consecutive extra
points. I attempted professional ball,
but those plans didn't materialize.
I tried the airlines, too, But my
eyes aren't 20/20 — and in order to
be a captain at that time, that's what
was required.
So it was my aptitude for figures
that led to my ultimate career choice
— accounting.

How I started
I got off to a slow start, though.
Part-time and summer jobs in
accounting departments, while I was
in school, didn't pay very much.
Then, when I got my degree, I ran
into another stumbling block.
After three years as an industrial
accountant. I knew I was qualified to
be a division controller where I
worked. But my boss was barely 40
and not about to leave. So I asked
him for a transfer to another division.
While he agreed that I could handle
the responsibilities of a controller, he
noted: "You've only been here three
years ... so wait."
I knew it was time to start looking.
Then I saw a COMPREHENSIVEyO ad
in the Cleveland Plain Dealer . . .

program that creates an awareness of
COMPREHENSIVE, to help attract and
pre -sell new clients.

Systems and support
What makes COMPREHENSIVE so
special, in my opinion, is the training,
systems and support. With

COMPREHENSIVE you're your own
boss ... but you're not left out in the
cold. You work for yourself, but
definitely not by yourself.
You're taught specialized and confidential operating systems (based on
over 32 years of practical experience,
and continuously updated) and how
they work: How to develop new
accounts, how to make presentations,
how to follow up leads, how and
when to hire your own staff and,
most important of all, how to handle
literally hundreds of business clients
every month.

Hundreds of clients!

That's right — hundreds of clients.
As of now, I have more than 200
accounts." My goal is to reach 300400. If you don't aim high, you never
get anywhere.
I was aiming high when I left my
corporate job as an accounting
supervisor in 1976, earning a little
more than $15,000 a year. In only
6 1/ 2 years I've built a practice with a
market value of over $500,000!
Needless to say, I'm enjoying Irfe
more. A couple of years ago I bought
my first airplane, which I've recently
replaced with a new Cessna 210. My

What is COMPREHENSIVE?
COMPREHENSIVE is the nation's
largest franchisor of its kind, providing
accounting, bookkeeping, tax and
business consultation services for
small businesses of all types.
Currently, over 350 independent

the COMPREHENSIVE systems, you
can relocate and set up a practice
anywhere in the U.S.

Check it out
Sometimes I feel I'm living out a
dream — adjusting to my increased
income and improved lifestyle. There's
no way I could have done it without

COMPREHENSIVE It's phenomenal!
If you're thinking about taking that
Texas -sized step of owning your own
business, COMPREHENSIVE can help.
I know you're not about to invest your
hard -eamed money on just my say so. Check it out ... get the facts.
After giving you the facts,
COMPREHENSIVE will give you the
phone numbers of all its franchisees
across the nation, including mine.
Call me personally if you like. I'd be
more than happy to share my
experiences with you.

Legalese
'These sales, profits or earnings
are of a specific franchise and
should not be co nsidered as the
actual or potential sales, profits or
earnings that will be realized by
any other franchise. The franchisor
does no t repre sent that any fran-

1

COMPREHENSIVE practice provided the
means to pursue my love of flying.

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

I'd like to know m ore abo ut:
S ta rting
E x p a nd in g
R e lo c atio n

own p rac tice

,

my

1

Name

'

'

,

City

State

Phone

(Best time to call)

;

Zip

,

Ma i l to: Com pr eh en sive Ac co un ting C o r p o ra ti o n
2 1 1 1 C o m p re he ns ive D rive
A uro ra, Illinois 60507 -1288

,

This is not an offering. An offering can only be made by a prospectus filed first with

,

the N.Y Dept. of law. Such filing does not constitute approval by N.Y

,

,
MA -9
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COMPREHENSIVE franchisees like
myself provide fast, efficient and
complete monthly service to 23,000
business clients across the country.
Plus — we're backed by a professional team skilled in accounting
systems, practice management, sales
marketing, taxes and more. We're also
supported by a national advertising

Call D. T. Hagel
Toll Free (800) 323 -9000

Address

Nationwide opportunities
When I joined COMPREHENSIVE, I
decided to spend my life where the
weather was nice, and where I could
grow rapidly. I had a friend in Houston
who raved about the city, so I left Ohio
behind for Texas. It's great! Lots of
potential clients. W ide open spaces
to fly and explore. And that great
Texas football spirit!
Because of the standardization,
computerization and consistency of

chisee can expect to attain these
sales, profits or earnings. Mr.
Budziszewski was one of the first
franchisees to loin the Affiliate
Program, which was Initiated in
1976. Of all Affiliates In the program
who have co mpleted ove r six full
calendar years in practice, as of
December 31, 1982, 1 of 8 Individuals (or 12.5 %) has achieved the
200 account level; 4 of 8 (or 50 %)
have achieved the 150 account
level; and 7 of 8 (or 88 %) have over
100 clients. Furthermore. 3 of 8
individuals (or 371/ 6 ) have a practice
market value of $500,000 or more;
and 8 of 8 (or 100 %) have a practice market value of over $300,000.
(Market value based on value of
accounts calculated at 1.5 times
annual gross, le ss liabilities.)
"NOTE: A 1961 Survey Report by
the National Society of Public Accountants (based on response from 3,378
accountants in public practice) shows
that the median number of write -up
accounts per firm is 31.

CO M P R E H E N S I V E '

The right arm of America's small businesses.

Data Sheet
Robert F. Randall, Editor

`Change Agents' Spur Productivity
In an effort to make themselves more competitive, an increasing number of companies are
changing the way they manage both work and
workers. In a study focusing on 52 pace- setting
companies, the Conference Board reports that
almost all corporate programs aimed at increasing productivity and boosting product
quality are designed so that workers can participate more directly in the management of their
work and the overall goals of their companies.
Th e movemen t is bein g led b y " c h an g e
agents," who include not only human resource
executives but also engineers and managers of
quality control and productivity. Among the
broad range of techniques being employed by
firms are the creation of problem - solving
groups, including quality circles; autonomous
work teams with the authority to implement solutions to problems; and productivity- sharing
programs, which financially reward workers for
gains in productivity. The authors of the study,
Harriet Gorlin and Lawrence Schein, stress
there are no quick fixes: "Companies with impressive track records in human resources
management —TRW, Hewlett- Packard, Dana,
IBM, General Foods, among others —use extensive training and take a long -term view of results." The report, available from the Conference Board, is " Innovations in Managing
Human Resources." . , . Donald Dewar, president of Quality Circle Institute in Red Bluff,
Calif., predicts that there will be 10 million quality circle members by 1990. He also predicts
that there will be a gradually increasing awareness and emphasis on measurement techniques because management does want and
need to know how well the circle process is
functioning and circle members need the vital
feedback provided through measurement,

GAAP, GARS, and Now GATAP
The National Society of Public Accountants has
just released "Standards of Generally Accept12

ed Tax Accounting Principles" ( GATAP). The
standards are designed to provide national, uniform guidelines to accountants in public practice for the preparation of tax basis financial
statements and tax returns. The 31 -page booklet provides seven sample letters approved by
the NSPA's Tax Accounting Standards Committee for use in those states where they are
not prohibited by state law. GATAP transmittal
letters 1 and 2, for example, as signed by the
accounting practitioner assert no opinion about
the financial statements, only the fact that the
financial statements conform to the tax return
filed with the federal government, and that any
variations are disclosed in the notes to the financial statements.

AAA President Notes `Insulation'
In a final message to members of the American
Accounting Assn., outgoing President Harold
Q. Langenderfer expressed some personal
opinions on the state of the profession and accounting education. "From my perspective, I
sense that the AAA has gradually become quite
insulated from the real world of accounting,
and, as a result, we are less of a force in shaping the accounting environment than we ought
to be. Within our own organization, nonacademic members have declined from 70 percent
of the total membership in the 1960s to only 40
percent in the 1980s, with little change in the
total membership over that time." He added,
however, that changes were on the way, noting
that "NAA is making a concerted effort to interface more actively with accounting educators."

Leveraged Buyouts Decline
There were 49 completed leveraged buyouts in
the second quarter of this year compared with
65 in the first quarter, according to Mergers &
Acquisitions magazine. Overall, American companies completed 692 merger, acquisition, and
divestiture transactions worth more than $1 million each in the second quarter, as compared
to 681 deals in the first quarter and 550 in the
second quarter a year ago.

Business /Accounting Briefs
C. W. Banyard has been elected president of
the Institute of Cost and Management Accountants, which is headquartered in London.
... Hugh L. Marsh, Jr., CMA, Pittsburgh, general manager of internal audit for Aluminum Co.
of America, Pittsburgh, Pa., was elected chairman of the board of directors of the Institute of
Internal Auditors, Inc.
1
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It's to a.m.Thursday morning.
Do you know where your business is?
These days, it's not enough just to see
your company's financial picture at the
end of the month. You've got to be able
to get reports whenever you need them.
And now, with Hewlett- Packard's Financial Accounting software, and the
HP 3000 business computer, you can.
HP's Financial Accounting software
integrates General Ledger functions
with Accounts Receivable and Accounts
Payable, all expandable by the aadition
of HP Dual Ledger and multi- currency
capabilities. So you can have your entire
accounting department on line.

ti _�

But c ompute rizing do es n't me an

changing all of your systems. HP's software is flexible enough to work the way
you do. And so easy to use that even
people with no computer experience can
guide themselves through the program.
To find out more about how HP
can help you, contact Richard A.
Stearns at Hewlett- Packard, 370 W.
Trimble Road, San Jose, CA 95131,
(408) 263 -7500.

[ h 3p

HEW LE TT
PACKARD

H P PAY — a to ta l pa yr oll so lu tion f or t h e HP 3 00 0

Taxes
Stephanie Miller, Editor

Pluses and Minuses of the Tax Bill
On June 27, 1984, Congress passed the Deficit
Reduction Act, with new laws that affect many
different areas of taxation. The Act's intent is to
increase tax revenues, but it does contain
some tax reductions. Both individuals and businesses will feel the effects of the Act. Some of
the most important changes are as follows:
• The holding period for the gain or loss on a
capital asset to be treated as long -term is reduced from 12 months to six months, effective June 22, 1984.
• An automobile must be used at least 50% of
the time for business to qualify for an investment tax credit and accelerated depreciation.
The maximum credit is $1,000 per car and
the maximum depreciation is $4,000 the first
year and $6,000 in the following years.
• The same 50% use test applies to other
property, a law that will affect the deductibility of home computers substantially.
• States will be limited as to the amount of industrial development and student loan bonds
they issue. The annual volume is restricted to
$150 ($100 after 1986) per state resident or
$200 million, whichever is the greater sum.
• The 30% witholding tax on interest and dividends paid to foreign investors from U.S. securities is repealed.
• Foreign Sales Corporation (FSC) will replace
Domestic International Sales Corporation
(DISC) as the vehicle to provide tax incentives for exporting. To qualify for an exemption of 16/23 of gross export income, the
FSC must have a foreign presence, economic substance and perform export activities.

er's accounting firm for $40,000. He also arranged a novel purchase agreement for the
customer list, paying his former employer $500
per month for a total of $65,000. W hile Mr.
Nickisch deducted his rental payments from his
tax return, the IRS claimed the payments were
nondeductible capital expenditures.
The Tax Court reviewed the circumstances
surrounding the case before siding with the
IRS. The seller of the list was 62 years old with
little reason to use the list at the expiration of
the rental agreement_ Because of this factor,
the Court concluded that it was the intention of
the seller to give up the list, along with the other assets from the practice.
Mr. Nickisch not only lost his case, he also
lost the depreciation deductions he might have
been able to claim, if he could prove that the
list had value apart from goodwill and a limited
useful life.

Taxes on Excess Depreciation
A corporation normally does not recognize a
gain or loss on property distributed as part of a
complete liquidation. Depreciation, ACRS deductions, and investment credits are deductions that are recapturable during liquidation,
however.
The Claims Court was recently faced with a
decision on whether a corporation's liquidating
distribution of an interest in a partnership that
owned recaptured property created recapture
income.
Holiday Village Shopping Center had a 99%
interest in Greenbriar, a limited partnership
which owned property that was depreciated using the accelerated method. When Holiday Village was liquidated, its interest in Greenbriar
was distributed to the shareholders. The IRS
taxed the gain from recapturing the accelerated
depreciation over straight line.
Holiday Village claimed that there was no recapture, because a partnership interest had
been disposed of instead of the underlying assets, but the Claims Court disagreed. The Court
found that in cases dealing with the recapture
of income, partnerships are to be treated as an
aggregation of individuals and a conduit, rather
than a separate entity. In this way, the individuals who benefited from the excess depreciation will be the ones taxed.

Rent for Customer List Not Deductible
Difficulties in ascertaining the value and usefulness of a customer list could lead to problems
with the IRS. A customer list is usually an integral part of the sale of a professional practice.
Keith Nickisch, a CPA, purchased his employ14

Tax Briefs
A new ruling allowed the owner of a waste disposal facility to take an investment tax credit on
a property that was functioning far below ca10-10- 58
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A Grave Injustice
[Mr. Shultis'] "Opinion" in the May
1984 issue does a grave injustice to the
accounting profession which prides itself on accurate reporting.
The reference to the Grace Commission report indicates there has been little effort to negate its findings. Not so,
as you should have checked. The Grace
Commission findings have been largely
discredited by the General Accounting
Office and Congressional Budget Office.
If all the Grace Commission's findings
were adopted, they would save only
about one -third of the sums claimed and
would do so largely at the expense of social and human programs enacted by
the Congress.
As conservative columnist George
Will has stressed, the Commission acts
on the pretense it has identified waste
when it has merely "id entified programs —many of them efficient —that
just don't happen to represent the equity choices of the Commission."
This is not to say there isn't waste or
inefficiencies in any organization (NAA
included), but we can be objective in our
analysis. Not only "can" but, for NAA,
"must." You do us all a disfavor by presenting the Commission's report in such
a biased manner.
Robert H. Lindsey
Washington Tri- Cities Chapter
The feature article in the June issue,
based on an interview with Peter Grace,
describes the report and notes some of
the criticisms of it. Eds.
"Numbercrunching Nerds"
If anyone wonders why accountants are
viewed by much of the public as numbercrunching nerds, all you have to do
is read in the June issue of MANAGEM E N T A C C O UN T IN G t he a r t i c l e t i t l e d

"J. Peter Grace, the President's Chief
Cost Cutter." Mr. Grace's description
of his firm's financial training program
for its "brightest" prospects leaves one
wondering why a bright prospect would
be interested in it. Blasts of executive
ridicule punctuating the seven- day -and-

night work week may not bring out the
best in everyone.
This article should be very useful to
faculty, placement officers, and corporate recruiters in demonstrating the importance to graduates and o ther job
seekers of trying to assess the values of
prospective corporate employers.
Peter Kenyon, CMA
Lecturer in Accounting
Humboldt State University
Arcata, Calif.
Accountants Need to Restore Image
I have learned of a recent survey of hospital billings undertaken for insurance
co mp an i es . It was st ated th at "In a
study of more than 3,800 bills from hospitals in 41 states, an astounding 98 percent were found to have errors. Each
bill was reduced by an average of $1,254
when the charges were corrected." It is
no small wonder, therefore, that insurance premiums continue to escalate at
an alarming rate and health programs
su ch as M ed i care are in serio u s
jeopardy.
It does not seem that we, as accountants, should close our eyes to such a
situation and take the position that this
is a problem for the medical profession
to solve. To the extent that billing procedures are an integral part of an organization's accounting system, deficiencies of the magnitude noted should be
disclosed as'a normal part of any accounting system survey and /or financial
statement audit.
When there are major unreported and
uncorrected billing procedures, it is not
easy to understand how an organization
can obtain a certified statement from its
outside accounting firm that essentially
reads as follows: "We have examined
the statement of condition and the related ac co u n t i n g an d fi nancial dat a
of.. .. Our exami nat ion was made in
accordance with generaly accepted audit in g st and ards .. .. In o ur op in io n,
such statements present fairly the financial position of.... "
The recent unfavorable publicity with
respect to the pricing practices of cer► ► 58
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Introducing
COMPUTERS
FOR
CPAs AND
ACCOUNTANTS
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Step -by -Step
Computer Buying
Well -known computer consultants
Peter and Ranier Luedtke will guide you
step -by -step in selecting and implementing the ideal hardware and software for
your accounting office.
Computers for Accountants and CPAs
includes everything an accountant needs
to know to:
• decide if a computer system is really
necessary
• determine which functions to
computerize
• contact vendors
• obtain vendor system proposals with
cost data
• make a well-informed selection
decision.

Promises in Writing!
The Request for Proposal included in
your handbook lists hundreds of specific
questions for vendors to answer about
their computer systems. Because vendors
respond in writing to your questions, you'll
know exactly what they're proposing and
how much each item will cost — hardware.
software, service, installation, and all of
the "extras." This is the ideal way to quickly
and objectively evaluate many vendor
proposals.

10 -Day Free Trial
OrderComputers forCPAs and Accountants today and take ten days to examine it.
If you're not completely satisfied, return
your copy within ten days for a full refund.
$49.95 300 pages approx.
Computers forCPAs andAccountants is
available at leading bookstores and computer stores nationwide. To order directly,
call

Toll Free 800 - 543 -1918
Collect in CA 619 - 699 -6335

Harcourt Brace

Jovanovich

1M Sixth Ave.
San Diego, CA 92101

MA09

Are you getting the most
out of your DP department?.
What reports should your data processing department give you? Are your department's operations effective? Are they efficient? Does your budget represent a
realistic plan? How much money should you spend to run your data processing
department?

You can find the

_

answers to these
questions
in Budgeting
andfor
more
Data
Processing, he NaAccountants'
Association of

)

e

vices provided or does the cost of a charge
system exceed its benefits? Discover which
method would work best for you and what the
extent of your participation should be.

'

•❑HOW❑OTHERS❑DO❑IT

BUDGETING
FOR DATA

Three case studies describe the approaches
used by three different kinds of firms: a large,
diversified firm; a wholly owned subsidiary of a
large conglomerate; and a utility com pany.
These case histories provide an in -depth look at
the various techniques and practices actually
in use.
In order to find out more about the current
practices of DP units and their users' perceptions
toward those practices, a survey was sent to 60
firms using two questionnaires: one directed to
the data processing departm ent and the other to
one of its users. Some of the results were surprising; many respondents showed disagreement
and confusion over the charging procedures
used. The results of the survey form a comprehensive discussion of the current practices used
by different com panies.

research report , written by Anker Andersen. Focusing on the
operating costs of
automation, this
report will show you
how to measure the
performanc e of your
DP department and suggest ways to improve its
performance. You'll find chapters on:

• BUDGETING

As the major accounting tool used to manage DP
departm ents, budgets are set up to project the
objectives of the department. Because objectives
vary, it is important for you not only to know what
the objectives are, but also to be aware of their
relative importance. This chapter describes the
budgetary proc ess , including: how to prepare a
budget; who should prepare the budget; and
which operations should be analyzed and which
should take priority.

•❑INDUSTRY❑STANDARDS

A survey of 151 trade associations was conducted to determine industry standards. You can
use these figures to see how your firm is doing
relative to other, similar firms. Some of the industries looked at include: construction, paper, food
and beverage, colleges and universities, municipal governments, savings and loan associations,
magazine publishing, performing arts, and trade
and professional associations.

• THEUSER'SROLE

The function of the DP department is to provide a
service to its users. What makes users happy?
How do you measure the factors that contribute
to their satisfaction? Is the user charged for ser-

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

Budgeting for Data Processing will show you how
much and w here your automation expenses are
being incurred, what those expenses represent,
and how much you should be spending to
operate your DP department. GET THE MOST OUT
OF YOUR DATA PROCESSING DEPARTMENT. ORDER
YOUR COPY TODAY.

Budgeting for Data Processing ( #82141) t7a $5.95 each
(N.Y. State residents add sales tax.)
1
NAA Members: $5.35 each. Member #L_I
1 -i Nonmember
❑ ❑please❑send❑membership
information
Please send me _ books.
Enclosed is a check for S

$ 95

REMITTANCE MUSTACCOMPANY ORDER

only

Nome (pleose print or type)
Company (if part of moiling address)

i

5

City, State
—
. Zip — ❑ _ —

_

MA 9
—/84

includes postage and handling

10% discount to NAA members
#82141

I—

per copy

ISBN 0 -86641 -089 -9

49 pages
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FINANCIAL I M R I I A T I O N90
DATA GENERAL ' S NEW COMPREHENSIVE
FINANCIAL OPERATIONS GETS YOU
INFORMATION FASTER
If your mainframe's overloaded, it can take days or
even weeks for decision- makers to get key financial
information.
You need Data General's Comprehensive Financial
Operations, our financial software package with
mainframe capability that runs on a mini - computer, and
is truly integrated.
In conjunction with Data General hardware, it can
help�distribute�financial�information�where�it's�needed—
to both local and remote offices.
Data General's system has all the financial functions
of the most sophisticated mainframe software: general
ledger, accounts payable, purchase order, materials management & inventory control, and accounts receivable.
INTEGRATED AND INTERACTIVE SYSTEM
And, unlike most other accounting software
packages, Data General's entries are recorded
CEO is e registered trademark of

Data General Corporation.

/
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immediately throughout the system, not batch processed.
The result: timeliness of information, increased productivity, improved financial control and reduced costs.
INTEGRATED WITH CEO''° OFFICE AUTOMATION
With Data General's Comprehensive Financial
Operations, you can add the capability of our CEO
system�any�time�—with�all�the�benefits�of�integrated�office
automation.
And of course, with Data General, you only deal
with one source for both hardware and software service.
CALL NOW
For complete information on
Comprehensive Financial
Operations, call 1- 800 - 554 -4343,
Operator 42H, or write:
Data General, M.S.
42H, 4400
Computer Drive,
Westboro,
q t r
MA 01580.
—�
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the complete survey, contact (602) 995 -5929.

Computers
and
Accounting
Charles Pridemore, Editor

DP Managers Want Visibility
Information processing managers are not adequately compensated in relation to their corporate stature, according to a recent survey of
Data Processing Management Association
(DPMA) members. Fifty -eight percent of the
data processing (DP) managers responding to
the survey said they do not feel that they are
sufficiently paid when compared to other corporate executives with similar levels of responsibility. Also, corporate visibility is still quite
poor in the opinion of most of the DP professionals. They feel DP is as viable as any other
major department, and therefore, should be
considered a valuable corporate entity. Accordingly, information managers want more visibility
and respect from top management and more
appreciation for their unique job function. Part
of the problem is felt to be that in most corporations, DP is still viewed as a support area —not
a strategic function. These concerns are of increasing importance as the demand for highly
qualified DP personnel continues to exceed the
supply. For the complete report, write: COMP U -FAX, DPMA, 505 Busse Highway, Park
Ridge, III. 60068.

Productivity Tools Ignored
Productivity tools for software development are
not being widely used, but information centers
are firmly entrenched in most large organizations. Applied Computer Research, Inc. reports
that only one -third of the systems development
centers studied are using application development aids, but 54% are operating information
centers. Measurement continues to be a problem in the development area. There are no
widely accepted productivity measures for development, and little agreement on what to
measure, or even whether to measure productivity. However, 64% of those surveyed felt that
productivity had improved in the past year. For
18

High- technology Firms
Lead in R &D Growth
High - technology industries posted the biggest
gains in expenditures for research and development (R &D) last year. R &D outlays by computer makers rose 19.5 %, to $5.9 billion, and
spending by suppliers of software and services
for computers surged by 38.9 %, to $145 million. Semiconductor producers increased their
R &D spending by 21.6 %, to $734.8 million, and
telecommunications companies spending
climbed by 31 %, to $1.3 billion. Total R &D
spending by all 800 companies included in
Business Week's "Scoreboard" reached $39.2
billion, an increase of nearly 6 %. Information
processing and electronics companies also
dominated the ranking of the top 15 companies
in percent of sales devoted to R &D, with Policy
Man ag em en t Sys tems Corp. and TeleSciences, Inc. as the leaders.

Computer Industry Update
The Securities & Exchange Commission (SEC)
charged Datapoint Corp. with overstating its
sales by about $22 million and profits by about
$5 million in fiscal 1981. The action terminated
an investigation instituted by the SEC in May
1982.... The computer graphics market will triple by 1990 to $13.5 billion according to a report from International Technology Marketing,
Inc. of W ellesley Hills, Mass.... Coopers &
Lybrand will retail their professional computer
software through ComputerLand of Syosset,
New York. The products are a family of integrated accounting, tax, and audit - related micro
software for CPA firms.... Lotus 1 -2 -3, Software 1040, and Wordstar are the most popular software choices for accountants according
to a survey of more than 300 accounting firms
reported in the August 1984 issue of CPA
Computer Report.... The market for fault -tolerant computers, now at about $400 million,
could grow 30% to 100% a year over the next
three or four years based on estimates by Peter
Lowber, a senior market analyst at the Yankee
Group. Such computers are integral to the online transaction processing industry.... Banks,
savings and loan companies, security and commodity firms, and other financial firms will
spend $4 billion for industry- specific information services in 1984 and $11.2 billion for such
services in 1989, according to Input, Inc.,
Mountain View, Calif. The growth in spending is
tied to the financial industry's shift from local to
regional and national orientation.
1
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By Robert W . McGee

Reporting Post-Retirement Benefits: an NAA Survey

Following its public hearings on Accounting for Pensions, the Financial
Accounting Standards Board determined it would split off, as a separate
subject, post - retirement benefits.
Thus, accounting and reporting issues
dealing with health and life insurance
benefits for already retired employees
are now being considered on their
own. An exposure draft was recently
issued, the thrust of which would be
to require publicly held companies to
report in 1984 the amount of current
year expenditures for health and life
insurance for retired employees.
The NAA, through its Management
Accounting Practices Committee,
took a survey of 890 financial officers
to provide feedback as to the magnitude of the amounts involved, as well
as the difficulties, that might arise
from complying with such an FASB
requirement in 1984. The results of
that survey are summarized below.
Two hundred eighty -five questionnaires (285) were returned, a response rate of 32 %. Slightly more
than two- thirds of the companies responding (68 %) offer post- retirement
benefits (health and life insurance) to
employees. Other results:
1. Of the companies offering post retirement benefits to employees, 85% use the pay -as- you -go
basis to account for benefits.
2. The total expenditures for health
and life insurance could be
readily subdivided into the portions attributable to active and
retired employees for 70% of
the companies responding to
the survey. Thirty percent would
not be able to easily subdivide.
PO

3. Nine out of ten companies
(94 %) are able to determine the
number of active employees
covered by health and life insurance. A slighly smaller percentage of companies (89 %) are
able to determine the number of
retired employees covered by
health and life insurance.
4. For active employees, expenditures for health and life insurance averaged 6.7% of current
payroll cost and 33.5% of current benefit cost.
5. For retired employees, expenditures for health and life insurance averaged 1.9% of current
payroll cost and 10.3% of current benefit cost.
6. Seventy -seven (77) percent of
the firms responding to the survey did not contribute to a multi employer health or life plan.
7. Thirty -five (35) percent of the
health and life plans in question
were self- insured; 22% were insured by an insurance company;
31 % were partially self- insured
and partially insured by an insurance company.
8. Nine out of ten companies
(90 %) can readily determine
health and life insurance expenditures on a fiscal year basis.
Ten percent would have difficulty doing so.
9. Contributions to life insurance
plans are computed on the basis
of actual claims paid, total plan
cost less employee contributions, dollars per employee, or a
fixed rate per $1,000 of coverage. Employee profile data relating to age and sex sometimes

affect the rate paid.
10. Contributions to health plans are
computed (a) actuarially, taking
employee profile data such as
age, sex, marital status, and dependents into account; (b) on a
pay -as- you -go basis; (c) based
on experience; or (d) based on
number of employees.
11. Most companies do not accrue
health or life insurance benefits
for retirees. For those companies that do accrue benefits, inflation assumptions are in the
15 -18% range for medical
costs, general inflation is estimated to be in the 2 -10% range,
and the interest rate is usually
estimated to be about 6 %.
12. Of the 178 companies offering
post- retirement benefits, 61
companies (34 %) would experience some problems if they had
to
disclose
post- retirement
benefits expense in their 1984
annual report to shareholders.
Commonly mentioned problems:
• Time and cost needed to gather
the necessary data, especially if
foreign firms are involved.
• Data are not readily available.
• Data for union - administered
plans are not readily available.
• Benefits for active and retired
workers cannot be separated.
• Problems resulting from differences in fiscal year and policy
year and delays in claim
reporting.
• Determining the balance sheet
liability.
• For multi - employer plans there
are limitations as to information
availability and the timing of
such availability.
There was widespread sentiment
that any additional disclosure of post retirement benefits, generally an immaterial expenditure, would only add
to the complexity of financial reporting and would be of no informational
value to investors or analysts. One respondent stated: "One more disclosure which means little to investors
trying to wade through other required
disclosures to determine current and
fut ure fin an c ial health of their
company."
I
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Consco's Accounting
Information System
LetsYOUTakeFinancial
Information Processing
BeyondTheGeneral
Ledger.
An ordinary general ledger system can snafu
your battle plan in the war on accounting problems.
To defeat the oncoming platoons of reporting and
analysis requirements, you need instant access to all
financial data. In the format you want it in, not some
programmer's idea of a format. And what's more, you
want it without data processing limitations or restrictions. The strategy: AIS from Consco, a user - oriented,
mainframe computer system providing you with
accounting and financial information customized into
any format you require.
AIS, Accounting Information System, is General
Ledger plus everything else you wish you could do
with your present system, but can't. A full - fledged,
on -line information management system capable of
integrating and reporting on accounting data from
your entire company, no matter how large or diversified. And providing your management with the
information it needs to do its job.
AIS includes such capabilities as work order management, construction work in progress, cost control
and analysis, project reporting, encumbrance accounting and an unlimited number of custom applications
you specify.
And for the company required to prepare consolidations, there's CONSOL Consolidation System,
the only consolidation system ever developed that
actually automates the tedious tasks involved, such as
reconciling intercompany accounts and producing
management reports. CONSOL does it with a unique
design which allows it to produce results up to 200
times faster than any other system, even on such complex applications as reporting in conformance with
FASB 8, FASB 14, FASB 33, FASB 52, the preparation
of schedules as required by SEC and IRS, as well as
the preparation of analysis and operating statistics as
required by your management. It even permits the
design and formatting of an infinite variety of reports
combining items from various schedules and time
periods, with multiple formats in a single report.
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Retire that cranky old General Ledger system and
promote your financial data processing up to Consco's
systems. Better strategy for better financial management. For details, call us at (212) 586 -8701 or write to:

888 Seventh Avenue, New York, NY 10106
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Software International has
nearly two decades of experience in doing one thing
with exceptional expertise:
providing on -line, financial
applications software for mainframe and mini computers.
We give you the special
touch you need to anticipate
and manage an increasing
flow of numbers with accuracy
and ease. When financial
and accounting professionals
want to run with confidence,
they run with Software
International.
Software International®
software packages include:
• General Ledger and
Financial Reporting
• Accounts Payable
• Payroll and Human
Resource Management
• Accounts Receivable
• Fixed Assets
Management
■ Forecasting, Modeling
and Reporting
• Micro - Mainframe
Smart Link" and Query.
Call or write:
Software International
one Tech Drive
Andover, MA 01810
1 -800 -343 -4133
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In Massachusetts calla- 800.322 -0491.
software International is a wholly -owned
subsidiary of General Electric Software
Products company-
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Lynn Johnston:
Insuring Company
and Community Progress
A former management accountant, Life of Georgia's CEO
believes in adding the human touch to the figures —
and practices that philosophy by dedicating himself
and his company to revitalizing their community.

By Kathy Williams and Robert L. Shultis
When Lynn Johnston was a boy, his favorite past time was working in his grandfather's general
mercantile store in Woodstock, Ga. "The farmers
would come into town, and I would get a chance
to sell them their goods, so from early on I was involved in business," he recalls fondly. The store
was a central meeting place in the small community, and from his grandfather — "one of the grand
patriarchs of his time who sported a handsome,
old- fashioned mustache and who seemed so sophisticated even though he had only a third -grade
education " —he first learned the principles of
management and corporate responsibility that
would influence his entire business career and
help lead him to the top of his profession.
As chairman of the board, president, and chief
executive officer of Life Insurance Co. of Georgia
in Atlanta, he demonstrates these principles every
day — perpetuating the company's high moral fiber, bringing out the best in his employees so the
company will be more productive and prosperous,
and constantly revitalizing services to benefit customers. This year he also served as president of
the Atlanta Chamber of Commerce, working with
the mayor and other civic and business leaders on
numerous projects to rebuild downtown Atlanta
24

and strengthen the entire metropolitan economy.
He firmly believes that businesses should return to
their communities some of the wealth they have
derived. "I think that a business has something
that we choose to call social responsibility. It simply means to me at Life of Georgia, our company,
that we have the ability to do things that individuals can't do. We have some unique strengths —
financial and staff, good talented people —and
we're bound within reasonable constraints to bind
the hurts and the wants and the ills of this world,
and maybe more locally in this geographic area.
So, I think part of the concept of overall social
responsibility I have adopted means that we have
a company responsibility in this area. I try not to
look at the business opportunities that come from
it becau se I thi nk if you get caught up in the
wrong motives you find some empty feelings in
the pit of your stomach. This is one aspect: the
company has the responsibility, we have some resources, and we ought to do it," Mr. Johnston
explains.
"On a more personal basis —an individual basis—I think people who get involved in this area
are better managers and better employees. To be a
good manager, in my view, is a very trying job.
You've got to be unselfish. You've really got to
put your own goals, and many of your own feelMANAGEMENT ACCOUNTING/SEPTEMBER 1984

ings, subservient to those that are in another unit
and help your people to explore whatever is on
their minds and get ahead and do what they want
to do. I don't know of any better way to try to put
that unselfish motive before good people but to
start with a larger universe —the community. If
we are successful in doing that, our employees will
come back much better at their jobs and their participation. Arriving full circle, then how can the
company fail to benefit from that? I think that the
business will be there because we've done a good
job and tried to show people we are interested in
them, so when they begin to think of needs in the
financial areas maybe they will think of us."
Apparently the citizens do. With more than $9
billion of life insurance in force, Life of Georgia
ranks in the top 5% among some 2,000 life insurance companies in the United States and Canada
and is one of the 50 largest stock companies in the
American insurance industry. For at least 10 consecutive years it has received an A+ (excellent)
rating from A.M. Best Co. based on annual analysis of financial condition and operating performance. Despite the tumultuous changes the life
insurance business has undergone in the past few
years, the company is stable and profitable, and
earnings have increased in four of the last five
years.
Life of Georgia is the largest contributor to the
consolidated earnings of its parent company,
GeorgiaUS Corp., of which Mr. Johnston also is
president. Other subsidiaries are First of Georgia
Insurance Group, a property and casualty insurance company; GeorgiaUS Data Services, Inc., a
computer time -lease firm; and The Investment
Centre, Inc., a company responsible for managing
the assets of several other U.S. companies owned
by Nationale - Neder1anden, N.V. of The Hague,
which acquired Life of Georgia in 1979. Mr.
Johnston is chairman of the board of directors of
The Investment Centre and is on the boards of the
other companies.
Answering a Chance Phone Call
This year Mr. Johnston celebrates his 30th anniversary with Life of Georgia. He joined the
company in 1954 after serving in the Korean War.
When he was graduated with honors from Emory
University in 1952, he had planned to concentrate
on federal income tax accounting, which intrigued
him, but in 1954 a new tax code was in effect, "so
everything I had known was wiped out," he says.
He knew he wanted a career in finance so he interviewed with an Atlanta bank and was prepared to
take the job when a friend in personnel at Life of
Georgia asked him to stop by for an interview.
Out of courtesy he did, then found he liked the
people and the company.
He began as a general accountant, then quickly
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

was named supervisor of mortgage loans, then
manager of the department in 1960. Next he was
named assistant treasurer, then assistant vice president of accounting and company officer in 1963,
then vice president of accounting in 1970. In 1975
he joined the board of directors and in 1976 the
executive committee. He was named president
and CEO in 1978 and the additional post of chairman in November 1983.
It's unusual for one person to hold so many positions of responsibility and authority simulta-

neously, but Lynn H. Johnston long ago proved
he was just the person to do so. Although low -key
and genuinely modest, he knew the career path he
wanted to follow and pursued it. "I think somewhere along the way, you make some conscious
judgments about where your future eventually is.
Within this company, I think I just decided that it
was a fine company with good moral fibers. I
liked the folks I worked with, I knew they were
going to need some management help, and with
that I put it in my mind to stay and progress. I
wanted t o be in management at another level
someday, and I was interested in a broad financial
area," he notes.
Although accounting was his job, he didn't just
keep his nose buried in financial statements. He
decided he needed to know more about life insurance so he worked toward becoming a Fellow of
the Life Management Institute, taking a series of
10 exams on the insurance industry, management
styles, and specialties within the business. The
program is sponsored by the Life Office Management Association. He was designated a Fellow in
1971. When he was named Life of Georgia president, he sat for another exam series and became a
Chartered Life Underwriter in 1981.
Be More than a Numbers Cruncher
Although he climbed through the accounting
25

Accounting
provides you
with a
discipline, a
structure.

ranks and uses information from his accountants
daily, Lynn Johnston is ambivalent about the profession's impact on his role as CEO and his job
performance. On one hand, he values its preciseness and structure. "Accounting provides you
with a discipline, a structure. Accountants start
out with a notion that there is the way to do something. There are precise directions that you follow
to record the events, the financial events of the
transaction. You get the notion that things are going to be done a certain way and of building, I
guess, some inflexibility but not to the point where
you are insensitive to the need for change when it
needs to be done. As an accountant I started with
an idea that when I have a task I've got a pretty
good idea of a structure that ought to be followed
and what should be emerging as we go down the
road to complete the task. You are a bit more task
oriented, results oriented, as an accountant. When
you get involved in an undertaking, you want to
see if there aren't certain results that come out of
it, and you've got something in mind as you head
out. You don't use columnar pads anymore, but
that's the sort of mindset," he tells.
On the other hand, he cautions that accountants need to pay attention to something besides
figures. "You have to be the very best numbers
cruncher on the block, but that d oesn't mean
there isn't a human aspect to your relationship
that can foster openness and interest in other people, ideas, and roles. You tell yourself 'I am going
to be responsive. I am not going to allow myself to
be cast as a dull guy with nothing but eyeshades
on. There is another part of this activity I'm interested in and I can contribute to, "' he reiterates.
"Accounting has helped me," he explains, "but
I also have been hurt because I really didn't know
anything about marketing, and what more valuable subject is there to know about a sales organization than marketing? So maybe a marketing
person could have done better as CEO in that
area, but then he might have run the company off
the track without some understanding and appreciation of the financial implications of his decisions," Mr. Johnston says.
Learning the Field
To mak e u p fo r t h es e "s h ort comi ngs , " h e
broadened his scope. "One of the first things I did
was pick up the CLU exams and try to fill in
quickly on some insurance aspects I had missed.
As part of the reorganization that occurred when
I was named president, I had to assume direct responsibility of the sales organization —the two
VPs reported up to me, and I replaced one VP
with me. For the next three years or so, I traveled
in the field, visiting district offices, learning certain programs —I had a fast track for trying to understand sales techniques and marketing strate-
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gies. And it was fun. I often recalled Marketing
101 and wished I had paid more attention to it. I
had a little marketing background but nothing
that prepared me for what I was faced with when
I took on these different responsibilities," he
laughs.
Despite his initial uncertainty, he has proved to
be a valuable leader. Under his guidance Life of
Georgia has increased the kinds and amounts of
life insurance coverage available to customers, has
increased assets, and has plunged wholeheartedly
into the advanced electronic communications age
via an updated, upgraded computer system and
creation of the Life of Georgia Video Network.
The essential ingredient for success in these endeavors, Mr. Johnston insists, is flexibility, so Life
of Georgia first diversified its product mix to
reach a broader range of customers. He explains
the insurance industry changes: "Health companies are grappling with huge increases in medical
costs... so they buy themselves a protective edge
by diversifying into other lines. Property and casualty companies are stung by high costs as well,
with rates on the rise, and they're moving into the
life insurance area... where premium rates have
actually dropped 20% over the last few years. Life
insurers, like Life of Georgia, have found that
their policyholders would like to buy homeowner
and auto protection from the same agent who sells
them life insurance. So we have acquired an affiliate company, First of Georgia Insurance Group,
that specializes in property and casualty coverage.
"Even more changes have occurred in the competitive atmosphere of the financial services industry overall," he continues. "Wild fluctuations in
the economy and the advent ofgovernment deregulation have broken down the doors, and the competition has flooded in. Banks want to sell insurance. Stockbrokers want to sell you savings plans.
Insurance companies, like my own, competitively
market IRAs. Some want to sell it all, and there's
talk of 'one-stop shopping'.... With all this cross marketing, all this heavy competition, a financial
services company like ours is more conscious than
ever of the need to be efficient —to control expenses," he emphasizes.
Moving the Company Ahead
One major way Life of Georgia has counteracted heavy expenses is by moving. It expects to be
situated in its new headquarters on 40 acres outside Atlanta by mid -1985. The structure is being
built around an advanced electronic core for the
computer system, which, when completed, will
permit instantaneous communication between the
home office and the field and among home office
departments. "For example, a person in the home
office can send electronic memos to an individual
field office, to a group of offices, to all offices
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within a state, region, or sales division, or to all
field offices. In addition, field offices can send
messages to one another," Mr. Johnston explains.
Agents and customers particularly will benefit
from the instant computation of policy proposals.
Life of Georgia calls people its strongest asset
and, in fact, considered its employees in its choice
of location —it's only 15 minutes from the current
downtown Atlanta building. The new center "will
provide the very best environment for the home
office people working here, the very best communications and sales support equipment for the field
people who depend on home office for service, and
the very best investment for the company as a
whole," E. Cody Laird, Jr., chairman of the Executive Committee, told onlookers at the groundbreaking ceremonies. Mr. Johnston re- emphasized
that the building was designed with the employees
in mind. The company makes a habit of taking
care of employees —at its current headquarters
there's even a health club with a gym and exercise
equipment.
Recording the groundbreaking events was the
Lifeline News Service, part of the Life of Georgia
Video Network, the company's newest experiment. The network is being used for employee
training programs, product announcements, employee orientation, sales campaign promotions,
company news, and the like. Video equipment has
been installed in every district, ordinary, and
group office plus the home office, and new programs are being developed often.
Lynn Johnston is reluctant to accept credit for
these forays into the future. Instead, he will admit
to being open to new ideas and to helping ensure
the company's security. One area that has proved
especially successful is employee training and job
mobility. At one time a person would be hired by
the company, placed in a certain position, then remain there with little prospect of changing duties
except by promotion. Now, Mr. Johnston says,
they move people around. "We're a bit late doing
that," he acknowledges ruefully. "We used to allow a person to sit here and become an expert in
one area. We don't do that anymore. We take people and expose them to several different functions,
so there is an opportunity for them to choose their
area of greatest contribution and greatest personal
fulfillment.
"In the last three years we've also started a formal training program. We're hiring young college
recruits and putting them into a 24 -month program in which we try to give them a broad background. Prior to their joining the assistant manager or manager ranks, we continually move young
people around," he explains. "They want the ability to move around, experiment, and be part of the
business almost from the beginning. They really
want to be challenged. So I think if we do our jobs
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and get good people, we are happy to have that
kind of challenge thrown back to us to move them
and test them and see what they can do."
Personality Is a Plus
The financial orientation of the life insurance
business dictates that the company acquire many
people with a financial and accounting background although it recently even hired a history
major. Its training program fills in the education
gaps. The first employees in the formal program

are emerging, and Mr. Johnston says he is pleased
with the results. Each graduate seems to be finding a niche in which to settle, at least temporarily,
he smiles.
To be considered for the program, Life of Georgia employees "must be good students, have the
ability to relate to people, and be interested in insurance programs because we are trying to help
them understand what our industry is about. We
know it is a high -risk business that when you train
young people for two years you may lose them in
another two or three. So, we want to do the very
best preliminary searching to make sure they are
happy with what we have in mind for them. We
want a good marriage between the two parties.
The only achievement that is important, however,
is their ability to relate to other people, to feel
comfortable talking with others, and to have a
wholesomeness about their views," Mr. Johnston
emphasizes.
Integrity also is a must, especially among accountants. Mr. Johnston expects financial people
to perform to the best of their ability but also to
report any problems that might arise. They must
look beyond record keeping and understand the
role figures play in company activities and strategy, especially now that Life of Georgia is expanding so rapidly. The company operates under a
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five -year plan, according to Mr. Johnston. Each of
Life of Georgia's sister companies is responsible
for its own plan, and all are coordinated at headquarters. At present the company is working on
its operational planning for 1985 after combining
the strategic plans last month.

in Birmingham on Tuesday and get a sense of how
everythi ng is going. Then, wh en we h ave our
meetings each Monday with o ur management
group, and the marketing issue is on the table, I
have a pretty good understanding of it so we can
deal with issues on a higher level. No one will
have to brief me on pertinent issues."

Encouraging Independence

Buy into your
business and
commit
yourself to do
the very best
that is humanly
possible to do.
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In March the company reorganized its corporate marketing structure around two lines of business —group insurance and individual insurance.
"They are the two product areas we operate," Mr.
Johnston says. "We try to let each one be a self contained unit — profit center — responsible for
sales, production expenses, the bottom line. My
role then is to support them and be sure that the
staff up here (headquarters legal, actuarial, corporate affairs, secretaries, and whoever else —is
responding to what they need. Then I visit with
them. We have formalized and structured meetings each week. We talk about the management
information report. What is it telling us? Here is
our plan, here is our budget, how are we doing
with it? What do we need to do to respond to
some of the shortfalls ?"
Although the procedure is formal, Mr. Johnston keeps a more informal profile. "I like them to
feel the responsibility of their turf," he explains.
"I want them to know they have both the responsibility and authority to do the job. On the other
hand, that doesn't eliminate my interest and my
responsibility to the company or to our shareholders. I am accountable to them. So, while I listen to
my vice presidents and managers, and they give
me reports, i have the freedom and the responsibility and the interest, and they do, too, to walk
among them and to visit and find out what is fact.
I like to visit the field. I like to find out about the
marketing area. I like to talk with the systems
people ... the executive vice president of finance,
data processing, research. Do we have what we
need? Are you on target? We have a couple of major programs that must have that relationship. So,
I s tart wit h a co rp orat e pl an and work from
there."
He also enjoys perusing various reports as often
as possible. "I like to have a sales report. That's
the fun part. And, we have a network computer
hardware linked up, but we don't quite yet have
the system I need to get daily reports, so I get
weekly ones. We soon will have a system for the
daily material. That's my interest in this," he
laughs, turning and patting the computer terminal
on a nearby credenza.
The computer also will come in handy for communicating with various agents and field offices.
"I probably know all the regional managers, so,
say, I want to know about the one in Birmingham.
I'd like to key in to see what kind of day they had

Making Time for Everyone
The easiest part of his job, he says, is perpetuating his company's high ethical standards. "I have
to be the tonesetter," he says. "Fortunately for
this company, we have had a history of high ethical standards. Our employees are that type. They
respond to .things that are good and wholesome.
They expect the company to do what is right and
would be crushed if it didn't. So that is the easier
part of my job. It carries a commitment that you
have to pay because you must have ethical standards, yet not be obviously keeping them in place
and enforcing them but seeing that they are enriched and developed. You're just asking and
suggesting."
The hardest part of his job is juggling work and
home life. A devoted husband and father of three
grown children, he worries that his wife, Doris,
may pay a price for his work and civic activities.
"She is very supportive even though I know she
must get weary at times," he says. "We have set
breakfast as our time together —we have at least
30 minutes of good conversation together —but
more and more now I have to be out early and we
don't have that time. At least I try to involve her
in my activities as much as I can. I take her on
trips, and if there is a chamber operation that can
be co -ed, I invite her. She has an easy time meeting people, so while I'm on marketing trips if I
can involve her I do. She likes to talk to agents'
wives, and she truly enjoys meeting different
people."
He also is proud of his children. His oldest
daughter is raising two children and doing freelance advertising, his son is following in his financial footsteps at a bank, and his youngest daughter
is still pursuing her education.
He's also as proud of his employees as if they
were his own family. He encourages them in every
endeavor, especially outside activities and professional organizations such as NAA. He recalls
when he was encouraged to join the Association.
"I joined because my boss, who was a chief accountant, was a member. We didn't have large
participation in outside activities at that time, so
when I had an opportunity to join, it was a real
red - letter day for me. I felt as though I had been
identified —maybe I was OK. Maybe there is
something here for me. The opportunity to participate was great because of what it signified within
the company," he explains. He became secretary
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of the Atlanta North Chapter and was active until
1975 when he joined the board of directors and
had too many office responsibilities to maintain
the membership. He says he valued his participation, though, and laughs when he notes that he
only recent ly t h rew o u t old is s u es o f t h e
magazine.
Now the company prefers its employees to reserve time for outside activities and helps pay for
their continuing education in industry - related
programs. Mr. Johnston sets good examples. He is
a director of BankSouth Corp., director of the executive committee of Central Atlanta Progress,
chairman of the board of directors of Atlanta Civic Enterprises, Inc., a director ofthe United Way,
a director of the Metropolitan Atlanta Chapter of
the American Red Cross and treasurer of its executive committee, a director ofthe Urban Study Institute, Inc., the High Museum, and Literary Acti o n In c., an d a tru s t ee o f t h e At l an t a Art s
Alliance, Inc. He is a member ofthe Board of Visitors of Emory University and is on several other
college boards.

conflicts of that sort. And, I guess, you have to
look in terms of where the company is going to get
its managers. What do they have now? How do I
size them up? You have to make a value judgment
by those skills, and there is as much chance of
your being as good or as bad. If you come out
with some good vibrations from that, then I say
you are finally in a good spot."
To say that Lynn Johnston is in the right spot is
truly an understatement. He appears to perform
his CEO and civic duties effortlessly, just calling

Hurdle the Roadblocks
He encourages young people, especially financial people who need to establish contacts and
broaden their outlook, to look around themselves
and test as many fields or interests as possible.
Then, he admonishes, "Be patient and have a lot
of luck. I think so much of progression is beyond
anything you can reasonably expect to control.
Also, buy into your business and commit yourself
to do the very best that is humanly possible to do,
even if it means learning something about this
monster [the computer]," he laughs. "My son
took an MBA at night, which is most difficult to
do, and I was very pleased. Next, make a commitment to equip yourself with the tools that it takes
to be good. Then look at your business, your company, and see what might be a logical progression
for you. There could be roadblocks for you that
you really can't do anything about. In that case,
you may want to recast your lot somewhere else.
But, I think young people quit too soon; they are
too impatient. I was guilty ofthat myself.
"Again, identify the roadblocks. Philosophically an individual may have some problems with his
business and the way the business is done; their
concepts may not be compatible. Don't fight that.
I thin k you have t o be t rue to yours elf... . I'd
look for what might be constraints and internal
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them part of the job even though he lunches with
the king and queen of Nepal, addressess political
rallies, shows visiting foreign dignitaries around
the city, and tries to convince the President of the
United States that Atlanta needs money for rapid
transit, among other responsibilities.
A few months ago he was identified by an Atlanta publication as one of the hot "button pushers" of the city —he'd get things done. He shrugs
off this acclaim. "It's expected of CEOs," he murmurs. "For instance, I think the Chamber designation is a conscious effort by the city to get top
leadership involvement. In this city, by being
chairman of Life of Georgia — we h ave done
things for so long in here —it is just natural that
the president of the Chamber, whoever it is, is going to pick up the gauntlet and move right on
down the road a bit further. It is just part of the
CEO job description. Some are better than others
at this...." He pauses, "But I just try to do the
best job I can."
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Is y o u r firm co n sid erin g th e ac quisit ion of database software? If so , co nsid er h ow great the disappo in tm en t co u ld be if an in vestm ent of m a n y
th ou san ds of do llars resu lts in software that is not
su itab le to yo u r n eed s. Acco u n tants and accountin g m an agers are am o n g th e key users of a firm 's
data b ase an d th ey o ften are in volved in such acqu isitio n decisio ns. It is imp erative, therefore, that
accou n tan ts and oth er d ata -b ase users have sufficien t kn o w le d g e t o c o m p a r e d a t a m o de ls an d
th ereby to reach sou n d decisio n s regarding the selectio n of data -base so ftware.
A d ata -b ase m an agem en t sy stem (DBMS) is a
so ftware p a c ka g e t h a t aid s a n organizat ion in
managing its d ata efficien tly an d effectively. In essen ce, a DBMS st o res th e o rganiz ation's data on
ph y sical sto rage m ed ia, u p d ates the data, and retrieves th e d ata as req u ested b y authorized users.
It serves as an interm ediary between the data base
and the users, in th at it co n verts the physically
st o r ed d at a st ru ct u r es in t o logical vie ws of t he
data th at are m ean in gfu l to th e use rs of the data
base. In ad dition , th e ty p ical DBMS enables users
easily to sp ecify preferred fo rm ats by which the
data are to b e p resen ted . Mo reover, DBMS packages are availab le for com p uters of all sizes, rang-

ing from large m ainfram es to m odest m icros.
Advantages of a Data -base System
A traditional com puter -based accounting information system em ploys separate sets of files. Each
set of files is grouped around a particular application, such as accounts receivable or accounts payable. Often identical files, such as t he inven tory
master file, are em ployed by m ore than one application. Under the data -base approach, all of an organization's data are integrated within a com m on
data bas e an d m a nage d by a D BMS.
The data -base approach offers several advantages. The m ore im portant include:
1. Elimi nati on of redundant data. Because all of
the o rga nizat io n's d at a a re in te gra te d, duplicate files are not needed. Physical storage requirem ents conseque ntly are m inim ized, thus
providing cost savings.
2. Removal oj' data inconsistencies. Because each
item of data is entered only once into the data
base and stored in a single location, there is no
possibility for inconsistent data (e.g., fo r th e
quan tit y o n h and of P rod uct A to a pp ea r as
100 units in one file and as 150 in another file).
3. I ncreased accessibility of needed data by varied
users. Each user can vie w and acc ess the porMANAGEMENT ACCOUNTING /SEPTEMBER 1984

tion of the data base that is relevant to his or
her needs. (In the terminology of data -base administrators, each user has a unique "subs chema"). By means of the DBMS, the user can
precisely specify needed information and almost as quickly receive the specified information, either on a terminal screen or on a hard copy printout. This information may range
from simple inquiries concerning the status of
individual sales orders to complex ad hoc reports concerning activities that cut across several organizational functions.
4. Increased flexibility in meeting changing needs
of varied end users. Because the data within a
data base are managed by the DBMS, the users
can remain independent of (do not need to understand) the details concerning the physical
storage of data. In fact, by establishing independ ence o f th e d at a fro m t he us ers , th e
DBMS enables changes to the data base and to
the programs of users to b e effected more
quickly.

Figure 2. These two figures illustrate the wide applicability of the data -base approach, and thereby
suggest the numerous design alternatives confronting the accounting manager.
To clarify the applicability of each of the models, we will present a single detailed example. The
example is based upon human resources accounting and draws upon the employee - skills data base
of a hyp othetical manufacturing firm having
2,500 -3,000 employees. The tracking or management of human resources is a realistic managerial
Figure 1
Business Applications Suitable to
Particular Database Models
Tree:

Bank: Depositor accounting
College: Student records maintenance
Construction: Job cost accounting

Network:

DBMS Models
Most of the DBMS packages in use today were
developed commercially by software firms. Some
of the more popular commercial packages are
dBASE II, IMS, IDMS, System 2000, and TOTAL. Each DBMS package employs a particular
architecture or model for constructing the logical
views of the data it manages. In other words, this
data model is the means by which the DBMS
package enables data base designers to structure
and portray the information needs of the users.
Three distinctive models currently available via
DBMS packages are the tree model, the network
model, and the relational model. These models
employ alternative structures to express the logical relationships among the sets of data comprising a data base. Each of the three models needs to
be discussed, including its relative advantages and
disadvantages.
Before discussing these models, however, we
should stress that they structure data in significantly different manners. One of the three models
is likely to be superior for your firm's unique
needs. Consequently, the other two are likely to be
inappropriate to your firm's needs, in spite of
what software salesmen may tell you. Because the
choice of a particular DBMS package generally is
limit ed t o onl y on e mo del, the choice of the
DBMS package is one of the most important decisions made by system designers and users.
It is not practical within a single article to provide a variety of detailed applications relating to
each of the data models. However, several business applications suited to each model are summarized in Figure 1, while several DBMS software
packages incorporating each model are listed in
MANAGEMENT ACCOUNTING/ SEPTEMBER 1964

Manufacturing: Materials resource planning
Hospital: Patient records maintenance
Insurance: Policy- holder records maintenance

Relational: Manufacturing: Inventory parts and suppliers
Engineering: Personnel scheduling
Public Accounting: Financial /managerial planning and budgeting

Figure 2
Common Database Management Software (by Data Model)

Tree

Network

Relational

IMS
Mark IV
System 2000

DBOMP
DMBS -32
IDMS
TOTAL

ADL
AIM /RDB
dBASE II
ENCOMPASS
INGRES
MAGNUM
ORACLE

application as both service firms and manufacturing firms must deal with the efficient allocation of
labor, an expensive resource. The variety of files
comprising the data base (together with diagrams
of their record formats) are listed in Figure 3.
Four inquiries that might be requested of this data
base are listed in Figure 4, together with the relative ease with which each of the alternative models can produce these answers. As we shall see, the
ability to accommodate a range of inquiries represents an important criterion by which to evaluate
the three data models and hence the available
DBMS packages.
Tree Model
A tree model is shown in Figure 5. Models of
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Figure 3
Employee Data Base
Record format

File name

Description

Jo b

Jo b. No.

Description

Labor transaction

Trans. no.

Date

Job no.

Accum. cost
Start Stop
time
time

Employee

Employee no.

Name

Skill

SSN

Address

Street

City

State

Dependents

Earnings

Spouse's name
Age
Occup.
Year at
Skill
Performance
Name of
last firm
evaluation
level
this firm
Date of high
Years of
school grad.
college
Degree
Major
Salary level
Gross
Net
or hourly rate
Y-T-D
Deductions
Y-T-D

Department

Dept. no.

Experience
Education

Name

Amount

Age

Zip Code
Children's
name
Age'
Skill
Year
level
GPA
Honors'
Amount accrued
this period
Phone no.

Fields repeated it needed

this type are called trees because they appear to
have branches (even though the branches are upside- down). The single record at the top of the
model, called the root, is the point at which the
model is entered or accessed. In this example the
root is the skill record, as indicated by the hierarchical model in Figure 5.
The tree model reflects relationships that can be
described as one -to -many. Thus, the skill record
can have many occurrences; that is, a particular
skill will likely be possessed by more than one employee, be located in more than one department,
and be employed on more than one job in progress. For instance, if a user requests the skill record for arc welder, he or she can retrieve (via the
tree model) a list of all employees possessing that
skill, all departments to which welders are assigned, and all jobs on which arc welders are
employed.
A tree model provides several advantages. It is
simple for users to visualize because it fits the
typical concept of a file structure. It also is easy to
use in that the user need only describe the root
(e.g., FIND ARC WELDER) in order to obtain
all desired information concerning a particular entity. It yields a fast and precise response when the
user enters an inquiry such as the following on a
CRT terminal: HOW MANY EM P LOYEE S
HAVING ARC WELDER SKILLS ARE PRESENTLY E MPLOYED ON JOB NUM BER 6?
Finally, a relatively large number of commercially
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#

Skill no.

'

Despite what
salespersons
claim, only one
of the three
DBMS models
is likely to
meet your
needs.

No. of
Vacancies

Skill

available and proven DBMS packages can fully
implement the tree model. Among these are IMS,
Mark IV, and System 2000.
Several disadvantages, however, are inherent in
the tree model because of the dominance of its
root. The users' views of the data base are constrained by the root. Thus, the data base structured in Figure 5 does not allow direct access by
employee name or job. Inquiries not directed
through the root cause the DBMS either to plod
through the data base in an inefficient and hence
time - consuming manner, or to fail to produce the
desired answer. Four such inquiries in our example data bas e are: 1. WHIC H EMPLOYEES
AR E C UR R E NTLY E M P LOYE D ON J OB
NUMBER 6 ?, 2. HOW MANY DIFFERENT
SKILLS DOE S THE E M P LOYE E NAMED
JOHN KIMBLE POSSESS?, 3. TO WHICH DEPARTMENT IS JOHN KIMBLE ASSIGNED ?,
and 4. WHAT ARE THE SKILLS POSSESSED
BY EMPLOYEES IN DEPARTMENT 2?
Another problem relating to the tree model
concerns possible complications when adding or
deleting records. For instance, a new employee
having no identifiable skill could not be added to
the example data base because skills is the root on
which it centers. Furthermore, if a skill were to be
deleted, all records wholly dependent upon that
skill would be deleted. Therefore, an employee
who possesses only the arc welding skill would be
deleted from the employee data base if the arc
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

welding skill record were to be deleted.
In recent years certain DBMS packages have
been improved to reduce certain of the above disadvantages. Thus, certain packages allow two or
more roots (e.g., employee as well as skill) to be
designated within a tree model. Nevertheless, the
constraints inherent within the model have led
data -base designers to devise and implement alternative models.
Network Model

Figure 4
Inquiries Answered by Employee -Skill Data Base

(1) Which employees have skill
number 4?
(2) Which skills does employee
5.000 possess?
(3) Which employees with skill
number 4 are assigned to job
number 2?

Tree

Network

Relational

Easy to
answer
Difficult
to answer
Extremely
difficult
to answer

Easy to

Easy to
answer
Easy to

answer
Easy to
answer
Somewhat
difficult
to answer
Difficult
to answer

An example of one such alternative, the network model, appears in Figure 6. Structurally, the
(4) Which jobs require
Extremely
major difference between the network model and
employees from department
difficult
the tree model is the presence of additional links.
number 2 who possess skill
to answer
To be specific, new links have been added among
number 4?
the employee record, the department record, the
job record, and the skill record. Consequently,
multiple relationships have been formed with respect to these particular categories of records. For
instance, department records are directly related
to (e.g., can be accessed via) the employee as well
as the skill records; employee records are directly
related to department and job records as well as
the skill records; and so on.
The overriding advantage of the network model
is that the added linkages increase the number of
relationships within the data base. Certain of these
relationships can be of a "many -to- many" type. In
our example "many -to- many" relationships are
formed between the skill and employee records,
the employee and department records, and the job
and skill records. Moreover, the model is not limited to a single root, as in the case of the tree model. The points of user access to the data (i.e., department, skill, or job are "roots ") in our example
(denoted by slanting arrows) include the department, employee, and job records as well as the
skill record.
Hence, not only can users access information
from multiple points of access, but they are provided a larger variety of paths for transversing
through the data base to acquire and integrate desired information. As a result, users generally can
obtain answers to a greater variety of inquiries in
less time than with the use of tree data -base systems. Moreover, they can request the systems to
generate tailored reports and analyses having
more elaborate formats.
OR M OR E AR C WE LDE R S ? an d WHIC H
Several typical questions answerable by the net- JOB S US E EM PLOYEE S FR OM DEP AR Twork model should illustrate the above comments. MENT 2 WHO POSSESS THE SKILL OF ARC
As in the case of the tree model, a inquiry con- WELDER? As we can see, inverse requests of the
cerning which employees possess the arc welder character LIST ALL SKILLS NEE DED FOR
skill can be readily answered. However, the net- JOB X an d LIS T ALL J OB S R E QUIR ING
work model shown in Figure 6 also can easily an- SKILL Y are a distinctive feature of this model.
swer the following: WHICH SKILLS ARE POS- Thus, the network model allows more complex
SE S SE D BY J O HN KIM B LE ? W HIC H and diverse inquiries than a tree model.
EMPLOYEES IN DEPARTMENT 2 ARE ARC
Other advantages pertain to the greater facility
WELDE RS ? WHICH J OB S REQUIRE ONE in adding and deleting records. For instance, an
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

answer
Easy to
answer
Easy to
answer
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restrictions and to present rigidities in use.
Because of such disadvantages, plus the considerable expense of network- oriented data -base
management systems, a third model, the relational
model, has been developed and implemented.

Figure 6
Network Model

Skill

Employee

Jo b

Labor
transactions

Family data

Address

i

f

Earnings

Experience

Education

Dependents

employee having no skill can feasibly be added in
our example, because the employee record is one
of the roots and the employee has a relationship to
a department and job.
A network model is not without disadvantages,
however. Certain of the disadvantages relate to
the considerable complexity introduced by the
model. Thus, the implementation of the network
model often requires a significant amount of added storage space to accommodate the numerous
points (links) that are needed. Furthermore, the
time required to access requested data can be unacceptably long when numerous records or complex inquiries are involved. For instance, the inquiry WHICH JOBS USE EMPLOYEES FROM
DEPARTMENT 2? entails the transversal of several paths within the network; if several hundred
jobs and several thousand employees are stored in
the data base, the response time is likely to be several minutes —an intolerable length of time for a
busy accountant or manager.
Other disadvantages of the network model relate to its inherent limitations. In spite of the complexity described above, a network model can accommodate only a fraction of the vast number of
the possible logical data relationships within a realistic data base. Furthermore, the available databas e management s ys tems su ch as DB OM P,
DBMS -32, IDMS, and TOTAL, tend to impose
34

A po rt io n of t h e empl oyees' data b as e, as
viewed through the relational model, is depicted
in Figure 7. In logical terms, the model consists of
a series of disconnected but related tables. Each
table is known technically as a "relation," in that
the conceptual foundation for the model rests
upon mathematical relation or set theory.
Conceptually, the relational model differs significantl y from th e tree an d network models.
Rather than predefining relationships via linkages
among records, the relational model constructs
two - dimensional tables consisting of rows (called
tuples) and columns. These rows and columns
contain data values from associated pools of data.
For instance, the values appearing in the table (relation) called EMPLOYEE are drawn from the
pools of data (called domains) comprising the
numbers, names, social security numbers, and
ages of employees within the company. Users define the relationships among data within one or
more relations only at the times they request desired information; the rules underlying the model
then generate one or more new relations that reflect these definitions.
This property of relational models can be illusFigure 7. To
trated by the relations presented
reduce the illustration to easily understandable
terms, we have included data in the four relations
that are based on the following artificial (but simplifying) assumptions: The manufacturing firm in
question has two departments, numbered 1 and 2;
has seven employees, numbered from 1000 to
7000 in increments of 1000; currently has two jobs
in progress, numbered 100 and 200; and uses six
skills, numbered from 10 to 60 in increments of
10. In addition, it is assumed that each skill is
used uniquely by a single department.
Based on the assumed data just described, we
can produce the newly defined relations shown in
Figure 8. Up o n s t at i n g t h e req u est s WHAT
SKILLS ARE REQUIRED IN EACH OF THE
C UR R E NT J O B S ? an d W HIC H D E P AR TM E N TS P R O VID E E AC H O F T H E R E QUIRED SKILLS ?, the relations shown at the
top of the figure are formed. Technically speaking, the relational model makes these relations by
performing projection operations upon the job
and the department relations, respectively. Upon
stating the requests WHICH SKILLS AND EMPLOYE ES ARE C URRENTLY EMPLOYED
IN EAC H DEP ARTMENT? an d WHIC H DEP AR TM E N TS AR E INV OL VE D IN J O B S
in

Depart ment

Relational Model
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C UR R E N TLY UN DE R WAY? an d WHAT
SKILLS ARE REQUIRED ON EACH JOB ?,
the relations shown at the lower part of Figure 8
are produced.
The relational model forms these relations by
performing "join" operations upon the relevant
relations shown in Figure 7. To be specific, the
model combines or joins the department and employee relations to produce the bottom left relation, and combines or joins the job and department relations to make the bottom right relation.
It might be noted, however, that the relation newly created by a join operation does not contain all
of the data values included in the two or more
joined relations; rather, it includes only those
items requested by the user. Furthermore, it lists
the included items in the order in which the request is stated.
The relational model provides outstanding advantages to users. It is extremely flexible because
record relationships are not predefined. In effect,

every relation within the data base represents a root
or point of access. Hence, a larger variety of information requests from users can be satisfied than in
the case of tree or network models. The relational
model also presents an easily understood format
because data is presented to the users in simple
and familiar tables. This form is well suited to accounting applications and financial reporting.
Other benefits are noteworthy. Because each relation or table is independent (that is, not linked
to other relations), data may be added or deleted
without complications. For instance, new employees without skills may be added to the employee
relation without affecting other relations and
without the need to adjust record linkages. Another benefit is the rapid development of commercial
relational data -base management software packages. In recent years such commercial packages as
ADL, AIM /RDB, dBASE II, ENCOMPASS,
INGRES, MAGNUM, and ORACLE have appeared; more are on the way. Moreover, packages

A system's
ability to
accommodate
a wide range
of inquiries is
very important.

Figure 7
Relational Model
SIM
Skill no.

10
20
30
40
50
60

Job
Skill
description

No. of
vacancies

0
1
0
0
2
0

Arc welder

Job no.

Skill no.

100
100
100
100
200

20
40
50
60
10

200
200

30
40

Job
description

Accum.
cost

Employee
Employee no.

Skill no.

Employee name

SSN

Age

1000
2000
3000
3000
4000
5000
6000
7000
7000

30
10
40
60
50
20
60
20
30

Brown
Smith
Kimble
Kimble
Jones
White
Green
Black
Black

xxx- xx -xxxx

23
26
30
30
32
45
39
37
37

Department
Department

Skill no. —Dept. name

1

10

1
1
2
2
2

20
30
40
50
60
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Phone no.
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tions. These duplicate fields are needed in order to
enable relations to be associated with each other
via joint operations. Data in rows also must often
be repeated. In the employee relation shown in
Figure 7, those employees having more than one
skill occupy more than one row. Another drawback is that currently implemented relational
packages are slower in responding to user requests
than the other models. With the development of
more sophisticated packages and more powerful
processors, however, this last drawback should diminish significantly.

Figure 8
New Relations Defined by Users

Job no.

Skill no.
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1
1
1
2

10

2
2

50
60

20

30
40

Choosing the Correct DBMS Is Key
a. Using moiection operators

b, Usinq loin operators
Job no.

Dept. no.

Skill no.

2000
5000
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20

20
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100

1
2
2
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60
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40
50

3000

1
1
2

10

2
2

100
200
200
200

2

1

30
30

2
2

60
1 60

3000
6000

Dept. no. Skill no. Employee no.
1
1
1
1

10
20

4000

1

100

40
50

30
40

s u ch as d B AS E II are des i gned fo r u se o n
microcomputers.
Relational models are not without drawbacks,
however. They tend to consume larger quantities
of storage space than required by the other two
models. One reason for such additional storage is
the need to duplicate certain data fields or domains. Thus, Figure 7 shows the skill number appearing in the job, department, and employee rela-
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One of the key design decisions when developing modern computer -based accounting information systems concerns the installation of a database system. If the decision is affirmative, the
users of the system can expect to receive such
benefits as increased availability of needed data,
increased flexibility in accommodating changing
need s, an d red u ced red u n d an ci es an d
inconsistencies.
However, a decision to install a data -base system entails the choice of a particular DBMS. Because numerous DBMS packages that incorporate
widely varying features are commercially available, the choice is not easy. Nevertheless, the
choice can be simplified by focusing first upon the
model embodied within each DBMS package.
Accountants, as key users of modern information systems, are being included in decisions concerning the selection of DBMS packages. By gainin g a bas ic u nd ers t an d i ng of th e res pecti ve
features of the three DBMS models, they will be
in a better position to select the one that best suits
their needs and their company's circumstances.O
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Why Your Company
Needs Three
Accounting Systems
Surrounded by almost unlimited data from today's information explosion,
the management accountant is challenged to decide
what information to give and how to give it.

By Bart Johnson
All of us today, regardless of our company's industry, are in the information business. CEOs
make decisions that are only as good as the information they receive, and CFOs inherit the responsibility of providing that information. Their mandate is far - reaching. It means that management
accountants must initiate, not respond. They must
decide what information to give and how to give it.
They must make the CEO an "effective executive"
by providing him with the right information to act
upon.
The premise here is that different kinds of information fit different purposes and that what is
proper in one case may be inadequate or even misleading in another. Every medium- to large -sized
company needs three separate types of accounting
systems — financial, management, and decision
support. Each of these offers something different
and unique. Each of them does an important job,
but none of them can do the entire job alone.
One particular company uses those three systems to satisfy its information requirements. That
company happens to be a mortgage banker, but it
should be obvious that the systems can be set up
in any industry or business environment.
Financial Accounting System
The financial accounting system is designed to
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

reveal the financial condition of a company and its
operating results. The perspective of a financial
accounting system is generally historical in nature. The focus is on the firm as a whole.
As the basis for its financial accounting system,
a firm roust define its major business cycles (i.e.
sales— accounts receivable —cash receipts, purchases— accounts payable —cash disbursements,
production— inventory control, etc.) in order to
establish journals or subsystems for each. These
journals are used to capture or record completed
dollar transactions as they occur. All such subsystems post directly to the general ledger system,
which serves to organize all recorded transactions
into an account format, presented as a trial balance. The accounts or line items are established
according to function or purpose. The general ledger and underlying journals can take many forms,
from manual systems to purchased software packages to computer systems developed internally.
Figure 1 summarizes my company's financial accounting system.
The general ledger system is a software package
purchased from a vendor and installed through
the joint efforts of data processing and financial
personnel. Most of the subsystems are computer
programs developed internally by data processing
and designed to tie into that G/L package. At
least one, the fixed assets subsystem, is a canned
package which was acquired and modified to ac-
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Figure 1
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General ledger
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Fixed assets
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Payroll /personnel
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Table 1
Mortg age Bank er, Inc.
Fina ncia l Ac coun ting Inc ome S t a t em e nt
For the Year Ended December 31, 19xx

(In Thousands)
Favorable
(Unfavorable)
Budget

$24,700
17,600

Net interest breakage

$28,600
18,800
9,800

Servicing fees
Origination fees
Placement fees
Commitment fees
Insurance income
Gain on mortgage sales
Other income

$13,700
4,700
1,100
460
900
7,250
825

$14,700
2,300
340
675
870
1,500
750

Total other income

$28,935

$21,135

$10,500
750
550
1,650
550
365
85
2,800

8,500
800
735
1,625
700
350
35
1,200

$(2,000)
50
185
25)
150
15)
50)
(1,600)

$17,250

$13,945

$(3,305)

4,500
45
3,700

4,850
45
750

350
-0(2,950)

$
$

2,700

(

$(1,000)
2,400
760
215)
30
5,750
75

(

(

$

7,800

(

$
$

$

3,900
(1,200)

$

Amortization of purchased servicing
Amortization of goodwill
Provision for loan losses

7,100

$

Total operating expense

$

Salaries and fringes
Occupancy expense
Equipment expense
Supplies and communications
Travel and Entertainment
Loan servicing
Loan processing
Other operating expense
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Variance

Actual

Interest income
Interest expense

$(2,600)

8,645
3,976

4,595
2,114)

$

$

4,669

$

$ 5,645

$13,240
6,090

$

$ 8,245

Net income before income taxes
Income taxes
Net income after income taxes

$

Total nonoperating expense

7,150

Cash disbursements
subsystem

2,481

cess our general ledger. The pieces are interactive
(a transaction can affect more than one subsystem
as, for example, where a purchase of furniture updates both cash disbursements and fixed assets),
and posting to the general ledger is automatic.
As a stand -alone system, the financial accounting system will generate a number of familiar
standard reports: the balance sheet, income statement, and statement of changes.
In addition, many other special reports, such as
investment or borrowed funds reports, can be
obtained.
All of these reports have value, but we will focus solely on the income statement because it is
the differences between the financial and management accounting versions of the income statement
that most cl early estab lish t he need for both
systems.
Table l is a sample financial accounting system
income statement following my company's true
format. It compares actual to budget and calculates a variance for the major functional line items
for the company as a whole. The nature of this
output is most appropriate for external analysis
and decision making. Owners, creditors, customers, competitors, the government, the general public, and other interested outsiders depend on finan ci al acco u nt i n g s ys t em gen eral pu rpo s e
financial statements in order to make investment
and credit decisions. A company's annual report,
designed specifically for external use, is nothing
more than its financial statements generated by its
financial accounting system, with CPA disclosures and opinion.
Of course there are legitimate internal uses for
these reports as well. Management will need to
perform many ofthe same analyses done externalMANAGEMENT ACCOUNTING /SEPTEMBER 1984

ly in order to recommend action and make decisions in areas affecting solvency, leverage, profitability, and so on.
Many financial accounting systems also offer
responsibility accounting capabilities. Our sample
income statement encompasses the total company,
but the general ledger system has a defined hierarchical structure that segments the company and
presents its operating results at different levels. So
it is that the company consists of eight divisions,
each division has a number of departments, and
each department has one or more cost centers.
Management monitors results from the top down,
first identifying an item for follow -up (i.e., too little income or too much expense), then isolating
the specific divisions /departments /cost centers responsible for the variances. Use of this segment
det ai l al l ows man ag eme n t to es tabl is h
accountability.
But there are limitations, and we must not confuse use with usefulness. The truth is that these
financial accounting system financial statements
are the only accounting information that management receives in many companies today. That fact
forces managers to base all analysis and decision
making on them, which represents a misuse of
what those statements were designed to do because their primary value is external rather than
internal. Additional information not available
from the financial accounting system is needed.

Cost systems can be of several types, including
absorption /full (in which a portion of fixed costs
is included in cost of sales or inventory) and direct /variable (wherein they are not, but are treated as period costs instead). But again, whatever
the form, and no matter how complicated the application, the management accounting system
must be recognized simply as the effort to reformat financial accounting system data into a format more useful to management. Figure 2 summarizes my company's management accounting
system.

COST ACCOUNTING SYSTEM (CAS)
The cost accounting system is a micro cost
build -up system that encompasses only controllable costs. Its development involved several steps.
First, an in -depth analysis was performed of all
work flows in the company. This effort defined 82

Figure 2
Management Accounting System
(Financial accounting system)

(Management accounting system)

Standards

Volume
I statistics

Management Accounting System
As its name implies, the management accounting system is designed for management. It provides information geared toward effective internal
planning, control, and decision making. While the
management accounting system must cover the
broadest possible scope, and thus should never be
limited to costs alone, in many companies it is
based upon the cost accounting system. Management accounting systems generally present historical data, but their perspective is directed to the
future. The focus is on major business segments,
products, markets, or lines of business.
The management accounting system captures
the same transactional data already recorded in
the financial accounting system, but it accumulates the data by product or market rather than by
cost center in order to provide information which
is original. Volume statistics are introduced so
that data can be generated on a unit basis and so
that exception reporting can be fine -tuned to include both spending and volume variances. Standards are developed as the base against which to
compare actuals, and the actuals are used to assist
in the redefinition of standards each year. Costs
are classified as either direct or overhead and can
be furth er s eparated into fi xed and variable
components.
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Cost accounting
system
General ledger
system
Profitability reporting
system

separate work activities or functions and 19 major
products. Any number of work activities can be
involved in a given product (for example, 11 different work activities could combine to form the
total cost of the FHA product), and any single
work activity can be devoted to a number of different products (for example, processing mortgage
payments is done for five products).
Costs were separated between direct (those controllable costs which could be specifically identified and measured with a particular product) and
overhead (staff and support type expenditures including corporate, financial, data processing, personnel, and administrative services, which could
not be measured precisely against specific prod41

Managers can
use the CAS
statement to
identify
problem areas
early and make
adjustments to
avoid crises
later.

ucts, but which were controllable costs).
During this initial process, historical cost and
volume data were accumulated, and standards
were developed defining expected volumes and
rates for the next year.
Data processing then developed a software system, with the help of financial personnel, reflecting these relationships. Dollar transactions are fed
to CAS, on an automated basis, from the financial
accounting system general ledger. Volume statistics are compiled and are input directly into CAS
each month. These two inputs comprise the actuals for the system. Direct costs for work activities are divided among products according to the
volume statistics. Overhead costs are allocated
among products, also on the basis of volumes. The
standards input at the beginning of the year are
automatically picked up, and the system performs
the usual variance calculations.
One of our primary criteria in developing our
management accounting system was to make it
identifiable versus the more familiar financial accounting system income statement and to avoid
complex reconciliations. This task was accomplished by changing the composition of both systems so that, in the end, the cost accounting system equalled the operating expense section of the
financial accounting system income statement.
The bottom lines are the same, but the underlying
detail is quite different.

PRS picks up CAS output, on an automated basis, unchanged. It also receives financial accounting system general ledger dollar transaction data,
automatically, for everything except operating expenses (which were covered by CAS). This process includes all income as well as interest expense, nonoperating expense, and income taxes.
These items are allocated to products based upon
defined relationships in the software system (again
a joint data processing /financial effort), and the
monthly volume statistics are extracted automatically from CAS.
Again, all section totals tie, so that the only difference between the financial accounting system
income statement and management accounting
system output is the underlying detail. This detail
allows management to focus on the substance of
the numbers, rather than on their form.
The management accounting system generates
two types of basic reports. While the illustrations
used h ere reflect th e to t al co rp orati on , the
strength of the system is its hierarchical structure,
consisting of levels of detail which allow management to descend to product, sub - product, or
branch levels in its efforts to monitor and manage
results.
Table 2 illustrates a sample management accounting system cost accounting statement as
used monthly by my company. Note that the actual, plan, and spending variance columns reference to the total operating expense section of the
financial accounting system income statement
(Table 1). Individual line items don't tie because
of the split between direct and overhead for CAS.
Note also that the CAS statement includes a recovery column, along with two additional vari-

PROFITABILITY REPORTING SYSTEM (PRS)

The profitability reporting system is a macro reporting system which reflects all revenues and expenses. It follows the same product structure that
was developed for the cost accounting system.
Table 2

Mortgage Banker, Inc.
Management Accounting Cost Accounting Statement

$12,000
5,250
$17,250

$12,800
5,600
$18,400

800
350
1,150
(3)-(1)
(5)+(6)

(

(

$(2,200)
(1,105)
$(3,305)`
(2)41)

$

$(1,600)
25
10)
50)
200
25
35)
75 5)
(

700
200
40
200
400
25
35)
73 0)

(

$

9,800
4,145
$13,945 '

8,700
500
125
1,600
675
375
50
775

$

Recovery

6,400
325
75
1,350
475
375
50
750

(

Plan

8,000
300
85
1,400
275
350
85
1,505

(

Actual

(6)
(5)
(4)
Favorable (unfavorable) variance
Volume
Total
Spending

$

(3)

$

(2)

$

Total Direct CAS expense
Total overhead CAS expense
Total CAS expense

(1)

$

Salaries and fringes
Occupancy expense
Equipment expense
Supplies and communications
Travel and entertainment
Loan servicing
Loan processing
Other operating expense

$

For the Year Ended December 31. 19xx
(In Thousands)

2,300
175
50
250
200
-0.0.
25
$3,000
1,455
$4,455
(3)-(2)

From Table 1
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Table 3
Mortgage Banker, Inc.
Management Accounting Profitabiliy Reporting Statement
For the Year Ended December 31, 19xx
(In Thousands)

From Table 1

110

3,615

6,230
2,865
3,365

300
475
220
255

-0-0-0-

-0.
2,685
2,685

715
330

$(

385

$(

850)
390)
460)

28,600
18,800
9,800
13,700
6,260
900
7,250
825
12,000
5,250
17,250

"

28,935

"

$
$
$
$
$

$
$

-0-

$

$

2,770

$

-0-

$

185

1,650
1,120

$

155

$

55
295
5
-0-

$

2,345

60
125

$

900

$

$
$
$
$

-0900
-0-0-

5
1,580
-0-0760

$

100

$

$
$
$
$
$
$

515

-0-

$

1,090

$

$

$
$
$

$
$
$
$
$
$

750
10
330

2,260

510
-0-0-05

$

6,690
3,075

3,920

-0-

$

1,680

2,970
950

-0-

415

Total

$

205
95

1,660
20
-0-

8,395

$

1,285

7,820

$

905
5
375

$

995

$

5,660
2,160

$

$
$
$
$

$13,265

645
350

3,010
1,555
-03,815
15

415)

(

120)

1,875

2,845

-0-

Other
products

14,545
12,285

$

$(

6,675
3,125
-03,435
30

-0-

Insurance

$

Net income after income taxes

1,870
-0-0-05

5.995
3,150

$

225)
10 5)

2,925

Commer.
servlc.

$

$(

610

Conventlonal

$

1,205

Net income before income taxes
Income taxes

610)

8,060
5,135

$

890
5
310

-0-

$

1,405

GNMA

$

915
490

$

1,640

$

1,630
-0-0-010

$

745

(

$

$

745)

$

Total nonoperating expense

$

Total CAS expanse
Amortization of purchased servicing
Amortization of goodwill
Provision for loan losses

$

Total direct CAS expense
Total overhead CAS expense

$

$

Total other income

$

Servicing fees
Loan fees
Insurance income
Gain on mortgage sales
Other income

$

(

Net interest breakage

-0-

$

$

Interest income
Interest expense

VA

$

FHA

4,500
45
3,700
8,245
13,240
6,090
7,150

From Table 2

ance columns. Definitions will prove helpful to
understanding the logic and mathematics of this
statement. "Actual" consists of actual rate times
actual volume. "Plan" equals standard rate times
standard volume. "Reco very" is standard rate
times actual volume, or the dollar value of the
work effort. Recovery less actual equals total variance. Plan minus actual equals the spending variance (which appears as the financial accounting
system income statement variance for the total operating expense section). Recovery minus plan
produces the volume variance and represents the
change due to different than planned volume at
the standard rate. Spending variance plus volume
variance equals total variance.
Table 3 is an example of a management accounting system profitability reporting statement
as used monthly by my company. The three CAS
lines in the total column all reference to Table 2
and the remaining lines reference to Table 1. But
the most significant thing about this statement is
the presence of product columns that reveal product profitability. As indicated earlier, there are
many levels of detail underlying this summary
statement, as for example a page for each product
showing the detail for work activities involved, a
page for each work activity with detail for the
products serviced, a page for each region with district detail, a page for each district with branch
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detail, and a page for each branch with product
detail.
This output is most appropriate for internal
analysis and decision making. Individual managers can use the CAS statement as well as its interrogation feature to monitor and control their own
performance. They can identify problem areas
early and make adjustments to avoid crises later.
Senior management can use the cost accounting
system as a responsibility system to monitor the
performance of its managers and can utilize the
PRS statements to make important corporate decisions involving products, markets, and locations. Management accounting system outputs offer a number of other b enefits, in cluding the
prod uct ivit y compari s on s pro vi ded b y CAS
(wherein several years of per unit controllable cost
data are plotted against a base year), the existence
of accurate cost detail for product pricing, the use
of CAS standards for the financial accounting system budget for total operating expense, and so on.
Examples will reinforce the usefulness of management accounting system output. Review of the
salaries and fringes line on the financial accounting system income statement (Table 1) reveals an
unfavorable variance of $2 million. But the management accounting system cost accounting statement (Table 2) shows the total variance for salaries and fringes to be favorable by $700,000,
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consisting of an unfavorable spending variance of
$1,600,000 which is more than offset by a favorable volume variance of $2,300,000. This means
that the volume has increased , but we did not
spend proportionately more. In other words, the
work effort was actually better, and the problem
identified using the financial accounting system
was really not a problem at all. Again, the $2 million variance in Table 1 does not agree with the
$1,600,000 spending variance in Table 2 because
of the separation of direct and overhead expenses
under CAS. Table 3 product detail could indicate
that FHA / VA products are individually immaterial and collectively a wash , that GNMA and conventional products are roughly equivalent and
Figure 3
Decision Support System
(Ma in fr ame c ompu te r s ys te m)

Compa ny
data base

(De ci si on su pp or t s ys te m)
Data
anal yzer

�

�
IF PS

Comet

Word

Pers onal

pr oc es si ng

co mp ut e r s

represent almost all of the company's net income,
an d t h a t c o m b in e d o t h e r p ro d u c t s a re
unp rofitable.
Clearly , th e m an a ge m en t a c co u nt ing sy s te m
p ro vid e s n ew in fo rm at io n n o t available fr om the
trad itio nal fin ancial acco u n tin g system .
Decisio n Su pp o rt Sy stem
Co m pu ter too ls u sed to auto mate functions and
pro vid e b etter info rmatio n faster comprise the decisio n su p p o rt sy stem . Un like th e f in an cia l an d

management accounting systems, which are formal, integrated , and stand -alone, decision support
usually involves methodical utilization of several
different technical tools on an as- needed basis to
improve the way jobs are done. Such tools can
perform quantitative analyses, solve problems,
find answers, support decisions, improve productivity, etc. Decision support systems are generally
forward -looking and flexible, because of their ability to accommodate goal- seeking and what -if
scenarios.
Because there are many decision tools available,
a decision support system can take many forms.
Options available include purchased software
packages featuring calculation, allocation, and
consolidation capabilities, time-sharing services
offering general financial modeling functions, and
original simulation models programmed in -house
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to satisfy particular needs. Individual tools can be
installed to access the financial accounting system
and /or the management accounting system directly, in which case data can be extracted automatically. More often information is taken from
those systems manually, or is generated separate
from the accounting systems, and is input into the
decision support system tools for processing.
In my company , as in many others, early use of
decision support tools depended on the initiative
of individual user areas . As a financial officer,
charged with the responsibility of providing management "the right information " to act upon, I
was an advocate that such tools were absolutely
fundamental to my effective performance. It was
simply the best way to do the job. We aggressively
sought applications for these tools, pursuing automation of as many functions as possible. Elsewhere in the company, use of decision tools varied
widely.
As information needs grew, and as use of computer tools evolved and their value became more
obvious, my co mpany created an Information
Center as a formal part of its data processing area.
The purpose of the Information Center is to direct , coordinate, and control the deployment of
user -friendly products , tools, and techniques
throughout the entire company . Individual user
areas are still responsible to identify and justify
applications, but now the company encourages
widespread use and provides assistance and expertise. Figure 3 depicts the decision support products currently supported by m y com pan y 's Inform ation Center.
Data Analyzer is a purchased software package
in st alle d in th e m a in f r a m e c o m p u t e r s y s t e m
wh ic h ex tr ac ts d at a dire ct ly f ro m the co m pany
data base via either term inal or personal com puter. It provides the capacity to retrieve, select, manipulate, sort, and form at data in order to present
inform ation in the form of s pecial reports (detail
or sum m ary ). Data Analyzer is user - friendly since
com m ands are in free -form English. It pro duces
inform ation stored within the com pany 's system s
but unavailable from routine reporting.

IFPS refers to the Interactive Financial Planning System, a financial modeling tool available
both as acquired software for personal computers,
as well as a time -share service via a terminal with
telephone modem. IFPS does not access the company's data base; information must be entered into
it manually. It offers the ability to construct financial models and includes special capabilities such
as what if questions and answers, sensitivity analysis, goal seeking (backward solution ), impact
analysis, risk analysis, etc. IFPS greatly simplifies
the normally complex task of financial modeling
because it features natural language, simple commands, preprogrammed functions, and a nonproMANAGEMENT ACCOUNTING /SEPTEMBER 1984

cedural approach (i.e., order of statements is irrelevan t). It en ab l es t h e co mp an y t o p erfo rm
sophisticated procedures unavailable in normal
systems.
Comet is software available via terminal with
telephone modem on a time -share basis. It is totally independent of the company's mainframe computer system and data base. Comet is an electronic
mail system that allows users to compose, edit,
and send messages, receive messages (on CRT
screen or in hardcopy form off the printer), and
file communications for later retrieval. The system is user- friendly with but a few, simple commands. Comet accommodates repetitive, widely distributed, or nonurgent messages and avoids
expensive personal letters and frustrating "telephone tag."
Word Processing refers to software purchased
for use on personal computers, separate from and
independent of the company's data base. It is an
intelligent typewriter system with broad computational abilities, which allows copy to be typed,
stored, retrieved, and displayed, and facilitates
data manipulation.
Personal Computers are used in my company in
a number of different ways. They can be tied into
the mainframe computer system in order to extract data directly from the data base; they can be
equipped with telephone modem in order to access time -share services, in which case data must
be entered; or they can be operated as stand alones, wherein again data must be entered.
In aggregate, these five products comprise my
company's decision support system. The configuration will change as products are added or deleted. Penetration will remain a function of how
aggressively user areas pursue automation.
Potential applications of these decision support
tools are limitless, bound only by our own imaginations. Even current uses are too numerous to recount. However, discussion of some of the actual decision support applications in my company will offer
insight into some of the things which can be done.
Data Analyzer is used frequently to obtain special reports. Examples include a list of all mortgage loans more than 60 days delinquent by state;
a list of all mortgage loans with average annual
escrow balances of less than $100 by state; and a
report summarizing early payoffs of mortgage
loans by state for the current year.
IFPS has been used to develop a number of financial models to perform specific tasks:
The Financial Analysis Model is used monthly
to calculate key balance sheet and income statement ratios, present company trends over time,
and offer comparative analyses versus major
competitors and industry averages.
The Asset /Liability Matching Model is used
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

monthly to identify the appropriate funding of
all assets with specific liabilities and equity
items and to match maturities so as to indicate
the proper balance between long and short -term
borrowings.
The Income Tax Provision Model performs the
monthly income tax provision for parent company, subsidiaries, and on a consolidated basis.
This process encompasses the various states and
federal, with all Schedule M adjustments (includi ng bo th p erman ent and t imin g differences), for both current and deferred taxes.
The Owned Real Estate Valuation Model is
used on an as- needed basis to discount contract
terms to a cash equivalent value, then to relate
that value to book balance in determining the
discount to be booked, as well as the proper
gain or loss to be recognized.
The Buy /Lease Model is used as required to
calculate the net present value of all cash flows
under each option at an assumed discount rate
in order to identify the less expensive alternative. The model also reveals the breakeven rate,
which is the point at which we are indifferent
between the buy and lease options.

We aggressively
sought
applications for
decision
support tools.

IFPS also is used on an ad hoc basis to facilitate
comparison between financing alternatives and to
calculate and compare the internal rate of return
under each of several investment opportunities.
Comet is used daily to send and receive routine
communications. It is also the vehicle by which
we quote rates (at least weekly) to our nation -wide
branch network.
Word Processing simplifies the periodic update
of documents including the Chart of Accounts,
the Policy /Procedure Manual, the Company Telephone Directory, etc. It is also used to prepare
standardized bid letters sent on all acquisition offers, and to facilitate the preparation of letters for
mass mailings during marketing campaigns.
Personal Computers have been used to develop
a couple of original, in -house models to fulfill specific requirements:
• The Servicing Acquisition Bid Model is used to
perform valuations on all servicing portfolios
being considered for purchase. It calculates all
future cash flows, nets them by month, and discounts those cash flows, less a required rate of
return, to net present value (which represents
the suggested bid price). The model also offers
sensitivity analysis in which changes in key parameters or assumptions can be measured in
terms of the effect on the suggested bid price.
• The Flexible Forecasting Model is used, at least
monthly, to update projections of future operating results, based upon new rate and volume assumptions, etc. It performs a rolling, 12 -month
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forecast and will always provide separate reports showing current year (actual year -to -date
plus projections to year end) and next year
(months being forecast). The model provides
what -if capabilities, enabling the measurement
of th e b o tt o m li ne imp act o f a ch ange i n
assumptions.
Canned software has been purchased for personal computers to accomplish other tasks:

Potential
applications of
decision
support tools
are limitless,
bound only by
our own
imaginations.

An Acquisition Control System has been designed and is being used to track servicing portfolios being considered for purchase. This system t rack s t h e st at u s o f in d i vid u al d eal s
throughout the process and provides year -todate number and dollar totals of all categories
(with the underlying detail if desired).
An Industry Data Base was developed to build
a population of prospective customers for secondary market business. It will ultimately contain more than 10,000 company names, addresses, contacts, phone numbers, etc. The
model can sort by type of company, size, location, and a number of other attributes.
Other Considerations — Integrated Systems
It is possible, perhaps even likely, that a company could possess all three types of accounting systems that I have described, but its job would still
be incomplete. That is because there must be a
very real and conscious effort to integrate those
systems into an interactive whole. It is necessary
to tie the pieces together, to feed data from one
system to another automatically, in order to save
time and assure accuracy. Links between the systems must be established as an overall system requirement. Machines must be made to do the
work of processing data.
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It is also necessary to consolidate the collective
output of the separate systems into meaningful reports. This is a fundamental part of the CFO's job
because he must screen, format, and provide "the
right information" to users. Needs vary among users, so this function means providing reports tailored to the different levels of management. For
the CEO that implies a standard monthly package
of summary -level reports presenting the most important information from the financial accounting
system, the management accounting system, and,
as appropriate, from the decision support system.
This package should stress exceptions, trends,
comparisons, projections, etc. It should make liberal use of graphics and any other techniques
which simplify or clarify the information and
therefore facilitate decision making. And, to whatever extent possible, all reporting should be a direct output of the systems, without need for rehandling, typing, etc. People must spend their
time using information, not processing it.
Accounting and data processing must recognize
that they are neither competitors nor adversaries
in this endeavor. Both play vital roles in the process and in fact s hare common interests. The
kinds of strong systems advocated here require the
special expertise and close cooperation of both.
Neither can succeed alone; each needs the other.
The management accountants are the financial
experts. They must design the financial and management accounting definitions, relationships, formats, etc. while aggressively applying decision
support tools. The data processing professionals
are the systems experts. They must convert the accounting narratives into working computer systems, then achieve integration of the parts. Finally, as the stated objective of the endeavor, the
management accountants must use system output
to inform management.
❑
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Overcoming
the We /They Syndrome
Today's economic environment requires more than the latest technology;
it calls for a transformed relationship between labor and management.

By James Wagner
One beneficial outcome of the last recession was a
lessening of the traditional conflict between the
unionized rank- and -file worker and management.
The new emerging scheme of world economics
has made it necessary for all facets of a business
organization to pull together to survive in the
marketplace.
Contending with the old we /they syndrome,
however, goes much deeper than the classical division of labor and management. Management itself
often is hobbled by internal destructive motives.
For example, the accounting department may exhibit tunnel vision when communicating with
manufacturing or distribution management, who,
in turn, may ignore all accounting reports as unrealistic and unreliable. At best, this is not synergistic and, at worst, outright wasteful of a business's
most valuable asset —its people's talents.
Our organization is a large dairy processor situated in a state which heavily regulates all phases
of dairy operation from the farm to the retail outlet. This regulation even includes a state - imposed
accounting system. For whatever benefits the consumer and farmer derive from this regulation arrangement, one of the detrimental effects is the
stifling of the development of internal reporting
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

systems. Once -a -month or once -a -year reports to
fulfill state requirements would ordinarily suffice
as adequate management reporting.
About two years ago, we decided to computerize our formal external reporting system. Through
various means, we computerized the general ledger, fixed assets, sales, and payable systems. This
was accomplished through a lot of hard work but
it was basically one accountant working with another accountant or systems analyst, with minimal conflict. Buoyed by our success with the external reporting, we decided to install a standard
cost system and upgrade our internal processing
reports. Our primary goal was to generate daily
reports on the various aspects of manufacturing
and distribution in such a way that the cost center
supervisors could be aided in their supervisory
functions. The old system had them bogged down
doing clerical work with little time to perform the
control function.
The mechanical system developed and still being implemented consists of a string of personal
computers connected to each other and interfaced
with the mainframe computer -one micro in milk
processing, one in ice cream processing, and one
in cost accounting. The work involved in this integration of diverse cost centers was predictably
difficult.

James Wagner, CMA,
CPA, is vice president/
finance for Johnstown
Sanitary Dairy, a
division of the Penn
Traffic Co. He received
his B.S. degree in
accounting from Point
Park College in
Pittsburgh. Mr. Wagner
is a member of the
Johnstown Chapter,
through which this
article was submitted.
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What we failed to investigate, and hence inadequately considered, were:

Strangely, no
one blamed
the computers
for unfavorable
variance
reports.

• The old ingrained accounting systems each department had used over the years; let's call
them the shadow systems.
• The human aspects of handling variance reporting and responsibility.
• The increased amount of time first -line supervisors had to perform their primary function of
controlling operations.
The Shadow Systems
We had not been generating automated raw

intermediate clerk. This clerk physically works in
the production department, but has been trained
in the accounting department. The cost of this individual is shared between manufacturing and administration. We teach the clerk to question missing or funny numbers on the machine operator
reports and to investigate them while there are
fresh memories of the transactions involved.
Manufacturing managers use their share of the
intermediate clerk's time for various investigating
activities like spot checking physical materials
counts against the perpetual record, ordering supplies, and so on. The chief overall benefit of the
clerk is the ability to use his or her pre- edited production reporting input as source data for the system, minimizing confusing production adjustments to the operating reports.
The instigation and nurturing of shadow systems are p ri mary sympt o ms o f t he we / th ey
syndrome.
Human Beings and Variances

material and carton usage reports very long when
a production manager stated flatly that our numbers differed from his and he felt his were right.
This man was only in the position one year and already had developed an informal accounting system. He took the same source figures we used,
production counts, and made some "adjustments"
and recorded the results in a small notebook. He
attributed the difference between his book and
ours to the computer's vagaries but, actually, his
on- the -scene modifications to production counts
were not built into our programming. The other
production manager just exhibited an open mistrust of the system. Our staff quickly realized the
mistakes we had made. We had explained the reporting system to the managers as if they were accountants and accepted their nods of approval as
the end of the explanatory phase, when they were
merely concealing their lack of understanding.
Our solution —and what I recommend to anybody bringing a sophisticated internal reporting
system into use—is to get the accounting staff
down on the production floor and literally shadow
the supervisors and managers. They will open up
to you. You can modify your system based on
their input and simultaneously explain your system. The individual manager in question is still
using his notebook but you now are privy to it
also and can use it to refine your input. We had as
our goal its elimination but now we're not so sure.
Another step we took was the installation of an
48

There is probably nothing that causes otherwise
rational managers to run through the gamut of
psychological defenses more than variance reporting. At our plant, there were loss reports for many
years, but they usually were produced once a
month and then during times when profits were
quite high; so the critique and follow -up were
mild and shortlived. As our systems of daily product loss reporting and weekly labor comparisons
to budget became a reailty, the we /they syndrome
took a different dimension. This time, it was often
manager against manager with an occasional finger p oi n t i ng at t h e acco u n ti n g dep artmen t .

Strangely, no one blamed the computers for unfavorable variance reports. "This guy worked for
you that day" or "these are not the hours I projected," and so on, were samples of the syndrome.
Our approach to overcoming this obstacle, and
one I recommend implicitly, is the regular town
meeting format. Regularly, usually after monthly
financial statements are out, all parties get togethMANAGEMENT ACCOUNTING /SEPTEMBER 1984

same time as the formal financial statements.
These are not afterthoughts, but are the complete picture of controllable expense and material usage in the supervisor's department. This
data are given in actual, budget, and last year's
figures for month and year -to -date. Such reporting has a marked effect on stimulating a
supervisor's interest in overall cost center performance and provides a gauge to determine
how the effects of any "adjustments" they may
make translate into better performance.
Most of our supervisors who rose
from the ranks were poorly trained. The traditional reliance on solely "on-the-job training"
merely perpetuated the inadequacies of the entrenched system. This lack ofoutside influence
led to an inability to accept third -party criticism. We have begun to require supervisors
and managers to have a minimum amount of
outside training per year. Top management
must strongly support this policy to overcome
the "I don't have time" excuses. I recommend
an organized written schedule of participation
for each manager to be kept in his personnel
folder. One of the obvious benefits of this training i n o verco mi ng th e we /t hey s ynd ro me
among managers is the emphasis outside educators and seminar leaders put on written goals
and comparisons to independent standards.
This approach tends to put all management "in
the same boat" so to speak. They must all attain so many hours ofeducation each year and
are expected to have a working knowledge of
exception reporting.
Sometimes, providing information
and retraining still does not transform a clerical- oriented supervisor into a true controller of
operations. The choices at this point are difficult, often involving transfers to other work or
back to a line worker's status. With good attention to steps one and two these actions can be
minimized.

ties together and keep searching until the issue is
reconciled. The same process occurs in ironing
out labor hours and finished goods inventory variances. It is the responsibility ofthe cost accounting staff to control the meeting, keeping it on
track and productive.
Remember, managers will not seriously use a
system to guide their control ofthe workplace unless they have internalized it, giving it their unqualified approval.
Time to Do Their Jobs
With the intermediate clerks actually inputting
the data as close to the point oforigin as possible,
and the microcomputer doing the actual number
crunching, our supervisors had most of the clerical duties removed from their workload. This result had been a primary aim from the start of the
program —to give these people early, relevant information and let them use it to accomplish their
job of controlling operations. Unfortunately, it
wasn't as smooth as that. Some first -line supervisors had been performing clerical work for over
half their workday from the time they were installed on the job. They tended to gravitate back
to it rather than staying out on the production
floor or distribution dock. They were needed there
bu t si mp ly d id n 't kn o w t h ei r mai n area of
responsibility.
This has been the most difficult problem at our
plant. We have organized a three - pronged approach to its solution and I recommend it for your
consideration for retraining clerical- oriented
supervision:
Set up a regular program of cost
center performance information issued at the
Information.

1.

MANAGEMENT ACCOUNTING /SEPTEMBER 1984

The nurturing
of accounting
shadow
systems is a
primary
symptom of
the we /they
syndrome.

Restaffing.

Retraining.

er and attack the previous month's more significant variances. An example is the monthly mix
usage. This item is produced in the milk department and transferred to the ice cream department
for its use in finished products. Rarely is the ice
cream manager in agreement with the transfer reports and often blames his mix loss amounts on
short receipts. At these meetings, we get all par-

Cost Accounting Must Be Involved
I mentioned before that the cost staff must get
down on the production floor or out on the loading dock and become totally familiar with the relevant supervisor's responsibilities and problems.
Accountants also tend to follow a stereotype. It is
easy for us to stay perched behind a calculator or
computer terminal and produce workpapers and
reports. Our part is done, we say; believe us, rely
on us, and comply with our reports without question. Recently, I had another controller tell me his
staff printed two million lines of information a
month. He felt they had done their part; the question of whether anyone was using the information
was not addressed. His firm was not doing well
financially or generally.
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Our accounting staff is encouraged, almost
compelled, to get down into the actual cost centers on a regular basis. When setting up a new system, they go so far and then cross -check with the
line supervisors involved before continuing. Questions like, "Is this what you want ?" or "Will this
help you ?" are standard operating procedures. I
don't even like too much telephone communica-

an equal basis.
Likewise, localizing microcomputers in the cost
cente rs a nd e ncour agin g th e va rious sup ervisors
to use th em in co m p iling the ir ow n in f orm ation
has done much to integrate the accounting staff
into the p roduc tion departments. We need help
like t h a t t o m a ke u s m o re be lie va ble a n d thus
more helpful to m anagem ent.

tion . You m u st p resen t y ou r case to all the senses.
Fo r a c h a n g e o f p a c e y o u might have th e floor
p erso n n el co m e to y o u ; th e n m ake sur e you get
ou t fro m b ehin d y o u r d esk an d talk with them on

It would appear that the early 1980s have dealt
major blows to the we /they syndrome on many
fronts. It's high time that accountants do their
share to help finish it off.
❑
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Why Go Private?
`Going public' is a tried and true strategy designed
to raise public funds to expand a corporation's operations.
Now a number of companies are going in the opposite direction—
and they have sound reasons.

By Linda M. Onis
Most business managers and executives are familiar with the procedure of "going public," in which
privately owned organizations seek funding from
the public sector through the sale of securities.
"Going public" has been the traditional means for
organizations that have reached a private financing plateau to continue to fund their operations,
enabling them to progress from the developmental
stage to one of continued growth.
Recently, we have seen the reverse of this once
popular stage in corporate development. An era of
"going private" seems to have begun. Going private occurs when a corporation that was once
public through various means and methods reduces the number of shareholders (owners) of the
business to that point where the minimal amount
of individuals now own the corporation and hence
it is privately held.
How to Go Private
While there are different ways to go private,
they generally involve the same basic principle:
the repurchasing of the corporation's outstanding
shares for cash. This maneuver can be accomplished in numerous ways. A corporation contemplating going private needs to obtain some form of
financing to purchase the outstanding shares.
Very rarely does the corporation have sufficient
funds internally to accomplish this without some
form of outside funding. If there is a group of investors or a single investor who is going to take
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

the company private, they may obtain the necessary financing on their own. Mostly, however, a
financial instit ution o r other intermed iary is
involved.
The methods to take a company private usually
are selected to provide the most favorable tax
treat ment to the sharehold ers. The leveraged
buyout currently is in vogue. A shell corporation
is formed and it then obtains the necessary financing to purchase all the assets of the corporation
going private. The shell corporation, when this is
done, has assets consisting solely of cash and
therefore satisfies its liabilities. The corporation is
then dissolved and the shareholders receive the remainder of the cash in the liquidation.
In a situation where a public corporation has a
majority shareholder, this shareholder may purchase the outstanding shares in a tender offer.
Likewise, the corporation going private may purchase the shares itself, also in a tender offer.
The regulatory authority that now regulates the
taking private of a corporation is the Securities &
Exchange Commission, although this was not always the case. The Securities Act of 1933 was instituted to govern the registration of securities offered for sale to the public or offered in exchange
for the shares of a corporation. Tender offers were
not considered or regulated under this Act. A
tender offer relates to an offer to buy the stock of
a corporation for cash with the purpose of the
purchase being to obtain a controlling interest
over the target corporation.
In the late 1960s, there seemed to be a rush of
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takeover attempts. Those takeover attempts that
were solely for cash were not subject to any regulatory requirements. Various governmental agencies were quite concerned that these unregulated
takeovers might somehow result in a restriction of
competition. As a result of these concerns, the
Williams Bill was written and enacted into law on
July 29, 1968. The Williams Bill was added to the
Secu riti es E xchange Act of 1934 as Section
14(d)(1). The Williams Bill codified the procedures that were to be followed when a tender offer
Corporations was made for the acquisition of a corporation's
also go private stock. Under Section 14(d)(1) of the Securities Exas a 'shark change Act of 1934, certain information is now rerepellant. ' quired to be filed with the Securities Exchange

Commission prior to the making of a tender offer.
Under the Williams Bill, if, after the purchase
of the securities of the target corporation, the offeror owns greater than 5% of the outstanding
shares, he must provide certain information to the
Securities & Exchange Commission on Schedule
14D -1. The required information filed includes a
statement as to the background, identity, residence, and if applicable, the citizenship of the entity /individual(s) who are purchasing the shares;
the source and amount of the funds that will be
used in the purchase; statement if the purpose of
the acquisition is to obtain control of the target
corporation, liquidate the corporation, or to in
any way materially change its structure; the number of shares to be purchased; any contracts, arrangements, guarantees, understanding, etc. made
or to be made in connection with the proposed
transaction; and any other information that is necessary to fully disclose the nature of the transaction. If any situations change or conditions are
added, these must be communicated to the Securities & Exchange Commission through an amendment to the schedule. Failure to disclose any information that is required to be disclosed may
result in a violation of the Federal Securities laws.
The act of going private may result in a consid52

erable amount of time being spent in the obtaining
of the necessary financing, preparing of the required documentation for submission to the regulatory authorities, and waiting for all the shares to
be tendered. In planning to go private, therefore, a
corporation needs to arrange its own timetable
carefully and ascertain that the transaction fits in
the overall plans for the corporation.
Some Benefits of Going Private
Companies contemplate going private for a variety of reasons. A public company has a responsibility to provide its shareholders with some form
of return on their investment over the period in
time which they own the shares in the corporation. This return can be in the form of dividends,
which represent a direct payout in cash to the
shareholder. The return to the shareholder also
can be in the form of capital appreciation in the
market price of the stock and therefore the shareholders, if they wish, can receive their return by
selling the shares of stock that they own at a gain.
In either case, the responsibility to provide shareholders with a return can only come about by increasing the earnings of the firm each year. Management is therefore under constant pressure to
increase earnings and the value of the firm. This
pressure exists even under the circumstances
when the economic environment in which the corporation operates does not provide the appropriate climate to produce increased earnings or to increase the value of the firm. The management of a
private corporation does not have to concern itself
with the various needs of a multitude of shareholders. More often than not, the owners of a privately held corporation are directly involved in
the management and operations of the firm and
are therefore responsible to themselves for the
successful operation of the corporation.
Public companies also must incur a significant
amount of additional expenses that private corporations do not have to incur. The most significant
of these expenses are legal and accounting fees.
Increased legal fees are incurred as a result of the
additional amount of required filings with regulatory authorities. Most documentation released to
the public should be reviewed by legal counsel.
These services usually are performed by an attorney who is proficient in SEC requirements and
who therefore commands a higher fee in payment
for his services. Required annual audits of public
company financial statements can be quite expensive. Additional costs incurred by a public corporation may include the cost of engaging a transfer
agent and registrar to handle transactions in the
changes of ownership of the corporation. The cost
of printing and publishing annual reports, quarterly reports, proxies, etc., for distribution to the
corporation's shareholders add to the company's
MANAGEMENT ACCOUNTING /SEPTEMBER 1984

expenses. Private companies, on the other hand,
do not have to incur certain of these costs and
others would most certainly be incurred at much
reduced rates.
Shareholders' expectations are a key stimulus in
a public corporation. Management may be forced
to turn its attention away from the business aspects of the company toward the direction of
achieving the shareholders' expectations of the
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private

A company
may decide to
go

who tender their shares quickly may profit handsomely, but remaining shareholders may then be
forced to tender their shares for a lesser amount
and, therefore, not be equitably compensated for
their shares of stock.
Another advantage in going private is the reduction in the filing and disclosure requirements.
The provisions of the Securities Exchange Act of
1934 require registration of securities and impose
reporting requirements if the issuer of the securities has total assets amounting to $1 million and a
class of equity securities held by 500 or more individuals. These requirements include, but are not
limited to, filing a Form 10 -K, Form 10-Q, other
report forms, and adherence to proxy rules.
Companies that must file with the SEC also
must report to the SEC within 15 days of the occurrence of certain events on Form 8 -K (some
even within 10 days). These events include: acquisition of another business, resignation of a principal accountant, when an accountant declines to
stand for reelection, or is dismissed, when a new
accountant is engaged, and so on.
As can be seen from the disclosure and reporting requirements outlined above, the reporting requirements of a public corporation can be quite
extensive and involve a considerable amount of
performance and activities of the firm.
time and effort on the part of management in orA public company may contemplate going pri- der to be in compliance with these regulations.
vate when its shares of stock are selling at a small Time spent in compiling the necessary informafraction of their book value. In certain instances, a tion for inclusion in these forms leaves that much
public company may have a majority sharehold- less time for management to concern and devote
er— considered its parent company —which is pri- itself to the operations of the company. In the sitvate. The private parent company often wants to uation where there is not sufficient expertise in the
take its public subsidiary private, especially if the corporation, the company must go outside the
private parent company is funding the operations corporation and hire individuals to assist it with
and growth of the public subsidiary. The private preparing these documents. As mentioned previparent company would then want all the returns ously, the filing of these documents, which are
from the operations of the public subsidiary to available for public scrutiny, should be reviewed
vest to itself alone.
and approved by the firm's attorney and accounA public company may be in the position where tants at a considerable cost to the corporation.
it is majority -owned by a family. The family may
want to exert total control over the operations of Disadvantages of Going Private
the corporation. The other shareholders, however,
One of the disadvantages of going private priprobably would not look favorably on this, so it marily revolves around the loss of the ability to
may be in the best interests of the success of the receive financing through the public sector. Most
corporation to be taken private.
companies go public as a means of obtaining capiCorporations may go private as a "shark repel- tal for expansion of the business, to strengthen oplant," in other words, a measure taken by manage- erations, and to limit incurring debt. Financing
ment to curb takeovers of the corporation. Shark through equity increases borrowing power and inrepellant measures are aimed at stopping or at creases owners' equity. During the life cycle of a
least slowing down takeovers. The act of taking a corporation, the funding of continued growth
corporation private effectively brings the takeover through a single owner or small number of owners
attempt to a dead stop. Management may believe becomes almost impossible. Also financing operathat this drastic measure is necessary to protect tions and growth through borrowing may not be
shareholders' best interests. For example, suppose possible if the historical performance of the coma corporation proposes to acquire a controlling in- pany indicates that the company may not be able
terest in the t arget co mp an y fo r a gen erou s to support the debt payments. The operations of
amount, in cash, offered per share. Shareholders the company, although now successful, may of

when its shares
are selling at a
small fraction
of book value.
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'Going private'
eliminates the

possibility of
public
financing.

thems elves be u nab le to fund t he co nti nu ed
growth of the company. If the corporation cannot
receive additional capital from its owner(s) and
cannot fund its operations either from internally
generated funds or through outside financing, its
growth may become stunted. The loss of the financing alternatives, therefore, becomes key in
the to -go- or not - to-go- private decision.
Another concern in going private is whether or
not going private or contemplating going private
will result in a lawsuit against the corporation.
The shareholders of the corporation may believe
that the price being offered for the repurchase of
the shares is not a fair and equitable payment for
their investment. This may be the case particular-
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ly if the dividend payment history of the corporation is not that strong. Those stockholders who
purchased the stock when it was selling at its
highest point especially will be against tendering
their shares for a lesser amount. Shareholders may
commence a lawsuit even when the price is fair,
just to determine if a higher price can be received.
Such lawsuits that are without merit may be eventually dismissed. In either case, the expense of hiring an attorney to defend the corporation in the
lawsuit, coupled with the time and effort needed
to be spent by management, may necessitate that
the decision to go private be foregone or at least
be held in abeyance for a while.
Public companies for whatever reason have an
air of prestige about them. Whether this is a result
of being traded on the major stock exchanges of
the country or as a result of ownership by numerous shareholders or due to other factors —such as
the amount expensed for advertising, visibility of
corporate representatives —or as a result of foundation- giving and grants bequests is not fully determinable. This is not to say that private companies do not provide the same or possess the same
attributes but because the public corporation has
54

more resources available, it may be able to do so
on a much wider scale.
One of the concerns of corporations contemplating going private should be employee incentives. Without the regulations, requirements, and
responsibilities to shareholders, corporation employees may tend to slack off and not produce at
th e same level as was t hei r wo n t befo re th e
change. But, if the corporation was successful
when it was a public entity operating under the
same organizational structure there should be no
concern about this occurring. The corporation is
still responsible to its owner(s), whether it be one
individual or a thousand individuals.
Should You Go Private?
There are numerous reasons that a corporation
should consider in contemplating going private.
The board of directors and senior management
may believe that the s hares of th e comp any's
stock are selling at a value far below the book value and recovery of the market price is not foreseeable in the near future. There may be a controlling
shareholder who has been funding the operations
and growth of the corporation and now wishes to
receive all the returns. Buying out the minority
shareholders is the means to acco mplish this
objective.
The corporation may be majority -owned by a
family group (more often than not, that of the
founder of the company) which wishes to return
to exerting total control over the corporation. A
well - established corporation with its own sense of
corporate individualism may contemplate going
private to avoid a takeover attempt. In doing so,
the corporation maintains its own independent
corporate identity. For a small public company,
the cost of operations in terms of reporting requirements and the necessity of having in -house
expertise to handle such requirements —or in the
absence of in -house expertise, the need to hire outside experts to assist in compliance matters —may
warrant that the company be taken private.
If faced with any of these situations and if the
continued successful operation of the corporation
remains in jeopardy, then the decision should be
to take the company private.
The corporation must then map out a timetable
for completing the transaction. In the preliminary
stages this should include basic questions: how
much is to be paid for the outstanding shares;
where is the financing to be obtained; when will
the transaction be completed; if the transaction is
not completed, what alternative plans are available to the corporation; and is there a possibility
of a lawsuit? At the later stages, compliance with
regulatory requirements is most important, as
noncompliance could result in the cancellation of
the entire transaction.
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Business Machines, COMPAQ Computer Corp., Digital Research, Osborne Computer Corp., Kaypro Corp., NEC Information Systems,
Apple Computer, Inc., Tandy Corp., Photon Software respectively.
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Planning, Budgeting,
and Forecasting
Rediscovering Machine Hour Rate
Standard Cost Systems
By Romeo Labbe

This article is a rebuttal to the article
"Why We Should Account for the 4th
Cost of Manufacturing'' which appeared in the July, 1983 issue of MANAGEMENTACCOUNTING.The earlier article acc used t he cos t accounting
profession of being 200 years behind
the times. The author acknowledges
that as more and more machines replace human labor, desirably increasing productivity, overhead costs and
expenses associated with machines
will increase while direct labor will decline. The nature of direct labor, however, he argues, remains the same.
Therefore, simply segmenting a portion of overhead and renaming it machine labor; or the "4th cost of manufacturing," does not fully address the
problem. In contrast, he states, the
machine hour rate system fully addresses the growing preponderance
of machines doing work.
No. 4084, 8 pp.
Standard vs Actual Cost —
the Preferred System
By Jerry L. Beagle

Large companies in repetitive manufacturing industries generally have
more than one plant producing physically identical products which means
that because of freight cost of raw
materials, basic labor rates, machinery age and condition, and other factors, the cost of the physically identical product produced in each plant
will be different. Likewise, the author
notes, the physically identical type of
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product produced at different plants
may be mixed in inventory located in
many different warehouse locations.
Consequently, it becomes necessary
for many companies to compute a
merged cost for identical products
manufactured at different plants. This
study looks at two of the several cost
systems that can be used to develop
merged costs — actual (historical) cost
and standard cost —and concludes
that the s tand ard c ost system is
clearly superior.
No. 4449, 10 pp.

Service Industries
Management Accounting for
Non -profit Organizations
By William H. Lundquist

The author reviews the accounting
options and practices of non - profit organizations and concludes that fund
accounting is the appropriate accounting plan for such entities. He
also notes that although many nonprofit organizations employ cash basis accounting, accrual basis accounting is preferrable for both non - profit
and profit entities. An important drawback of cash basis accounting is that
it can conceal the true financial position and operating results of an organization. Furthermore, it provides opportunities for those in control to
manipulate the figures reported in the
financial statements.
No. 4103, 15 pp.
Financial Planning in
the Small Commercial Bank
By Larry A. Daveline

The growing need for financial planning in the small commercial bank is
emphasized. The author presents a
two -phase program for such planning:
Phase 1. Long -term budgets —Examine past history; prepare written longterm projections for 10 years for assets, deposits, capital, and pre -tax
income; review adequacy of capital
structure in relation to assets. Phase
2. Annual Budget— Estimate balance
sheets for beginning and end of year;
compute averages for each earning

asset and each type of deposit; multiply averages determined above for
each asset and each type of deposit
by expected yield /cost; determine
other income and other expenses; review for reasonableness; and prepare
monthly comparison of budgeted and
actual cost.
No. 4485, 13 pp.
Who Should Establish GAAP for
Not - for -profit Organizations?
By William W. Halprin

The history is related of how accounting and reporting by not - for - profit enterprises evolved gradually, as a res u lt of t h e effort s of in terest ed
industry groups, and, where governmental entities were concerned, of
groups formed by state and local governments. After reviewing the issues,
the author states that the FASB is the
organization which should establish
GAAP for governmental units. The insights are interesting, especially in
light of the creation of the Government Accounting Standards Board.
No. 4448, 7 pp.

Compliance Reporting
and Taxation
The Economics of a Flat Tax
By Clyde L. Hiers

Current taxation methods, motives,
and possible alternatives to the current taxation system are evaluated.
The author concludes that the alternative to the continuing problems of a
tax base definition and transition
problems is to simultaneously reduce
the federal budget in "dead end" expenditures, rewrite the Internal Reve..
nue Code, and substantially increase
the level of taxpayer compliance. Because a reduction in one person's
taxes can only come at the expense
of an increase in someone else's and
in light of the current federal budget
deficit, he expects nothing more than
a revision of the system of 70% tax
rates for substantial incomes and a
freezing of the unified tax credit for
estate and gift tax purposes in the
foreseeable future. The article was
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prepared prior to the Deficit Reduction Act of 1984.
No. 4304, 23 pp.
The Dilemma of Reporting
Expected Future Cash Flows
By Teresa J. Fedder

Cash flows play an increasingly important role in the evaluation of an enterprise. Who needs the particular information pertaining to cash flows,
the costs of providing such information, and the relative benefits to be
derived from proposed cash flow prediction requirements are the subjects
explored in this article. The author observes that even though investors,
creditors, and shareholders are justified in their desire for cash flow information, it also is evident that it is usually impossible to provide all of the
information desired.
No. 4497, 9 pp.

Corporate Finance
The Strategies of
Mergers and Acquisitions
By Paul Magnall

The purposes of this research paper
are to classify the reasons for businesses to combine and to analyze the
logic behind the reasons. After an effort to consolidate the vast number of
stated reasons for business combinations, the following major categories
are selected: production /operations,
marketing, finance, and personnel.
Within each category various specific
reasons are analyzed. The final list includes 13 reasons for combinations.
The list is not meant to be comprehensive, but a consolidation of the
major, valid reasons to justify the
merging of companies. The author
notes that the real reason for the
combination, is the success of the
maneuver and the affect of the merger on the well -being of stockholders
and the general public.
No. 4314, 19 pp.

Printing Corporation automated its
budget preparation process. Individuals involved in the planning and implementation included the vice president of finance, the controller, and
the data processing manager, who
jointly reviewed several computer
hardware and software packages.
Some criteria used for selecting the
system: How much would the system
cost? How much memory would be
needed? What software capabilities
would best fit the company's needs?
What hardware configuration would
be best? How much training would be
involved to learn the new system for
the company?
No. 4427, 10 pp.

computers have had on the auditing
process. More specifically, the author
attempts to outline the implications
that an EDP system has on the auditor's responsibility to satisfy the second standard of field work (evaluating
internal control). The study concludes
that auditors are not prepared to audit
such systems, largely from the failure
of curriculums to include such training; and the AICPA should consider
EDP auditing as an area for specialization in the accounting field.
No. 4441, 12 pp.

Performance Measurement,
Reporting, and Control

Computers in Small Business

Performance Evaluation
in Management

By David T. Collins

By Cindy Wong

The author outlines the techniques
necessary for the development and
selection of small business computer
systems. The various steps involved
include: Output requirements —what
information is needed; input requirements —what information is available
to p roc ess ; proc es sing req uirements —how is the input changed into
the desired output; software requirements —what software will handle the
required processing; and hardware
requirements —what is needed to run
the software.
No. 4483, 11 pp.

This article does not exhaustively
identify all the variables that affect
performance evaluation. The author
does, however, set up criteria for assessing performance. She also determines standards to compare performance,
and
evaluates
some
promising methods of appraisal. She
determines that all techniques for appraising managerial performances
have their strengths and limitations.
Consequently, one key for truly effective appraisal is to use the techniques
selectively and with discrimination.
This means understanding why certain techniques do not work well in
certain environments and, on the other hand, exploiting the strengths of
those techniques that do provide useful measurements.
No. 4436, 21 pp.

EDP Auditing: Is the Auditor Prepared
to Enter this Environment?
By Debra J. Koerber

From a research perspect ive, an
overview is given of the impact that
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Management Information
Systems
How We Automated Our
Budgeting System
By Harold E. Miller

This is a case history of how the Perry
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Taxes

MAP

84-4
1444
pacity, because of operating problems. stock compensation plans.
The ruling states that the equipment
With regard to timely financial rewill be deemed placed in service, re- porting guidance, the Board took two
gardl es s of it s level o f produ ct io n. actions:
... "Instant audits" are an increasingly
important tool for the IRS, according to • Issued Technical Bulletin 79 -1 (Revised), which describes the expanded
IRS Commissioner Roscoe Eggers. This
is where an item on a return is comrole given to fu t u re T ec h n i c al
pared to the information supplied by the
Bulletins.
•
Established
the Emerging Issues Task
payor.... Large witholding tax deposForce, an advisory body that will aid
its (more than $20,000) must be made
on the due date, not mailed two days bethe FASB in the identification of implementation and emerging issues
fore the due date, as stated in previous
that may require action by the FASB.
rules .... Taxpayers in the top 5% of
NAA will be represented on the task
income levels saw a tax reduction of
force by John F. Chironna, director
only .02% in their income tax in 1982.
of accounting practices for InternaAll others, regardless of tax bracket, entional Business Machines Corp. and
joyed a cut of 3.9 %, according to the
immediate past chairman of the MAP
Tax Foundation. The Foundation also
Committee.
found the number of millionaires increased 50% from 1981 to 1982. The
mil lio nai res paid an average t ax of L4SC on Related Party Disclosures
$844,339 in 1982 (this represented 49%
of their taxable income).
The Internati onal Acco unti ng S tan-

Designed specifically for the

,

IBM System/38
and the Management Accountant

A comprehensive

General Ledger,
Financial Reporting
and Budgeting System
with an integrated, optionally available

Accounts Payable System

DWW IB Company
Financial Accounting and Reporting Systems
Murray Financial Center, Suite 465
5550 LBJ Freeway, LB -1
Dallas, Texas 75240 • (214) 458-0987
BM is a registered trademark of the international Business Machines Corporation.
1.2.3 and Lotus are trademarks of Lotus Development Corporation.
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dards Committee has issued IAS 24,
"Related P arty Disclosures." It sets
forth the circumstances in which transactions between related parties call for
special disclosure in the financial statements of the transactions and relationships: The standard takes effect January
1, 1986.

Letters
15A-4
tain defense contractors is another case
in point. Disclosures that the Pentagon
paid $9,000 for a 45¢ wrench, $438 for a
$7 hammer, $112 for a 4d electronic
part, $466 for a $1.49 socket, etc., are
matters drawing the wrath of Congress
as well as the nation's citizens. Conditions of this type cast a bad reflection
upon the accounti ng profession and
raise questions as to a possible abandonment of codes of ethics and standards of
conduct. There is a need to restore a
proper image of the accounting profession in the eyes of the public.
Henry W. Nelson
Menlo Park, Calif.
Equal Is Best
My employer, the state of Maryland,
vi ews MBA an d M.S. degrees as
interchangeable.
I think this is the most equitable answer because the course content in most
cases appears about the same. Additionally, on-the-job experience quickly supplants classroom theory.
To me the idea of equality seems the
best.
George Lambillotte
Waldorf, Md.
Laws Aren't Ethical Standards
Glen R. Sanderson and Iris I. Varner
imply in their article, "What's Wrong
with Corporate Codes of Conduct ?"
(J ul y '8 4) t hat l aws are a mi ni mu m
standard for ethical conduct. They suggest that ethical behavoir must exceed
the standards of law.
Ethical behavior must indeed exceed
the standards of law. It is not true,
though, that law represents even a minimum standard. In fact, there are laws
► ► 71
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Seattle '84:
the Impact of Change
`Future Shock' becomes `present shock' as NAA members
at Annual International Conference learn about the changes
that are reshaping the corporate landscape in U.S. and abroad.

By Robert F. Randall
When he was NAA president during 1983 -84,
Charles T. Smith, Jr., focused on "the certainty of
change" in a series published in the "Perspectives" columns. His theme took on dramatic new
life and meaning as speaker after speaker discussed the impact of change at the Annual International Conference in Seattle, June 24-27.
At the first plenary session, for example, E. Peter Gillette, Jr., vice chairman of Norwest Corp.,
gave Conference -goers a glimpse into the changes
in the banking industry. He said, "It is a very exciting time to be a banker even though the meaning of the word is rapidly becoming obsolete." Mr.
Gillette said that because of deregulation of traditional banking services, there is growing concern
at the federal level about the safety and soundness
in the banking industry.
He pointed out that those companies now marketing traditional banking products, like Shearson /Lehman /American Express, Inc., are not
regulated by federal laws as are banks. To illustrate his concern about the situation in the industry, he pointed to the collapse of Continental Illinois Bank. It is not an issue of regulation —
Norwest Corp., the second largest mortgage bank
in the U.S., is in favor of regulation —but "regulations applied universally and equitably."
Before Mr. Gillette spoke, Seat tle Mayor
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Charles Royer, who welcomed NAA members to
the Emerald City, described how residents were
working to make the Pacific Northwest port a
more livable municipality. Tom Jarriel, veteran
news correspondent for ABC's 20120, sparked the
session with a reporter's jaundiced view of politicians. He then described how the lure of profits
affects network television programming.
In the luncheon address on Monday, Comptroller General Charles A. Bowsher deplored the state
of accounting systems in the federal government.
"Do we have a budget and accounting system to
assist Congress and government to manage ?" he
asked. Then the head of the General Accounting
Office answered his own question: not at the present time.
Mr. Bowsher said changes in the accounting
system were occurring, however, slowly but surely. He described the evolution of the GAO into
the official government auditor and the steps taken by Congress to develop a complete accounting
and budgeting system for federal government
operations.
At the Tuesday plenary session, Ray J. Groves,
chairman and chief executive officer of Ernst &
Whinney, noted: "We are in the midst of explosive
change," and our goal is to anticipate the impact
of the change on our lives and profession and then
develop strategies to cope with it.
A certified public accountant, Mr. Groves
69

made it clear that the spotlight is now on management accountants, noting that 30% of CEOs have
come from financial backgrounds. "No longer are
they relegated to the backroom financial analysis," he told members.
Adele M. Scheele, author and consultant, told
NAA members how to change their approach to
the future and develop skills for career success.
She said that the world is divided into sustainers
and achievers, and it's the achievers who land at
the top of their profession. Sustainers do their job
well and tend to be perfectionists, but they wait
for people to notice and reward them. Achievers
take the process one important step further: they
promote themselves or their company and learn to
expand and grow, she explained. Sustainers need
to change their b ehavior and preprogrammed
mental attitude so they can become achievers.
Accountants, in particular, can become achievers if they use the six skills for success: experience
a Iot of "doing," risk linking, show belonging, exhibit specializing, progress by "catapulting," then
learn when to become the "pole" for someone
else.
At the final plenary session on Wednesday,
speakers again emphasized the sweeping changes
affecting businesses and accounting careers. Herbert C. Knortz, executive vice president and
comptroller, ITT, and Melvin Penner, partner
and national director, accounting guidance, Arthur Young & Co., viewed progress in financial
reporting from the public accounting side and
from the industry side.
James J. Costello, vice president and comptroller of General Electric Co., described the function
of the management accountant in today's economy, and Kenichi Ohmae, managing director of
McKinsey & Co.— Japan, offered an international
view of changing technology.
During each of the three days of the professional program, concurrent sessions were held on topics ranging from development of the financial
manager to controlling microcomputers. Spouses
and children of NAA members toured the Seattle
and Pacific Northwest area and enjoyed a salmon
bake and cruise on Puget Sound on Tuesday. Robert F. West, operations chairman from the Seattle
Chapter, together with 250 members from the Pacific Northwest chapters directed a smooth -running, enjoyable Conference. Jerry L. Ford, CMA,
vice president of administrative services, the Pillsbury Co., served as program chairman for the
Conference.
China Delegation Attends
One of the highlights of the NAA convention
was a visit by four accounting representatives
from the Peoples' Republic of China. The visitors,
representing the China Electronic Industry Ac60

counting Assn., were here to learn as much as
possible about American accounting practices in
order to assist the growth of Chinese industry.
They attended every session and thoroughly enjoyed meeting and talking with NAA members
through their interpreter.
Ot her in tern at i on al p arti ci p an ts i nclu ded
Charles B. Holland, incoming president of Sao
Paulo Chapter; Antonio Carlos Lopez, past president of Rio de Janeiro Chapter; and Jean Cohen Scali, president of France Chapter and principal,
Council of Europe. The Committee on International Operations also held a meeting during the
Conference.
Educational Exhibits
To provide an extra dimension to the learning
experience at this Annual Conference, NAA permitted 11 commercial concerns to exhibit their
products and services in a special exhibit area.
Those companies represented included American
Appraisal Co., Commerce Clearing House, Control Data Business Centers, Coopers & Lybrand,
Digital Equipment Corp., Dun & Bradstreet, John
Wiley & Sons, Inc., Malibu Publishing Co., Prentice -Hall, University Computing Co., and Warren,
Gorham & Lamont.
Presidents' Award Competition
Many chapter presidents and other officers also
attend NAA's Annual Conference to accept trophies, banners, and other awards won during the
competition year. These awards, which represent
excellence in performance by NAA chapters, are
presented at the Annual Dinner on Wednesday
night —the grand finale of the convention.
For the second year in a row, Hampton Roads
Chapter, led by Florence J. Ferguson, captured
the Presidents' Award.
The Stevenson Trophy went to Macomb County- Michigan, whose president, Barton O. Johnson,
had plenty to brag about this year. Not only did
he lead his chapter to victory, but he also personally won two Certificates of Merit for articles submitted in the manuscript competition and earned
a Certificate in Management Accounting.
The Warner Trophy was presented to Quincy
Area Chapter, which was led by President Mark
A. Blickhan. The second -place Remington Rand
Trophy in the Stevenson competition was won by
Brooklyn- Queens Chapter, Herbert M. C hain,
president. In the Warner Trophy division, Heart
ofWisconsin Chapter, Joseph S. Chapman, president, won the J. Lee Nicholson Award.
Third place —the Stuart Cameron McLeod Society Trophy —went to Jackson chapter, Paul V.
Breazeale, president, and the Rawn Brinkley
Award in the Warner division to Stockton Area,
Leroy F. Hieber, president.
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Rio de Janeiro Chapter, Antonio Carlos Lopes,
president, won the Arthur B. Gunnarson Award
and first place in the international competition.
Advancing 77 places in the Warner Division
over a three -year period, Northwest Michigan led
by Charles W. Wolgamott won the Keller Trophy. Hawaii Chapter, advancing 149 places over a
three -year period in the Stevenson Division, won
the Carter Trophy. Milton K. Yee was president.
Stevenson Competition
Those chapters and their presidents who won
banners in the 1983 -84 competition are listed
below:
1. Macomb County- Michigan, Barton O.
Johnson
2. Brooklyn- Queens, Herbert M. Chain
3. Jackson, Paul V. Breazeale
4. Lancaster, Wayne L. Oak
5. South Birmingham, Phillip R. Inman
6. Scottsdale Area, Roland K. Swanson
7. Greater Greenville, George R. Herron

President Smith, (I.) and Charles E.
Phibbs (r.) present Presidents'
Award to Florence J. Ferguson,
Hampton Roads.
Barton O. Johnson, Macomb County- Michigan accepts Stevenson Trophy. At left, Anita B. Hayes; at
right, President Smith.
Mark A. Blickhan, Quincy Area,
with Warner Trophy. He is flanked
by Vice President Stanley R. Pylipow and President Smith.

HAMPTO N
EIGHTH

Herbert M. Chain, Brooklyn Queens with Remington R and Trophy. Vice President Robert E. Paterson and President Smith make
the presentation.

Mimi
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Hampton Roads, Florence J. Ferguson
Baton Rouge, Patricia Jeter
Tulsa, Marilyn K. Mlnarik
Chattahoochee Valley, Elizabeth Collins
Akron Summit, Adan T. Sadhwani
Florida Gulf Coast, Dolores J. Pancio
Rochester, H.P. Meier
Dayton, Richard Early
Charlotte Gold, Cynthia L. Swaggerty
Richmond- Jackson, Steven R. Lohr
Roanoke, James W. Brackens, Jr.
Central Minnesota, Sherman R. Roser
Piedmont - Greensboro, William F. Ezzell, Jr.
Spartanburg Area, James W. Worthy
Oakland -East Bay, Patricia U. Newton
Waterloo -Cedar Falls, Horst W. Wartenburg
Lake Superior, John A. Elias
Savannah, Howard Papke

Warner Competition
1. Quincy Ar ea, Ma rk A. Blickh an
2. Heart o f Wisco n sin , Jo seph S. Ch ap m an
3. Stockt o n Are a, Ler o y F. Hieb er
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President Smith and Vice President
Gary A. Luoma (r.) present SCMS
Trophy and 3rd place banner to
Paul V. Breazeale, Jackson. Past
SCMS President Robert L. Pyle
looks on.
J. Lee Nicholson Award is presented to Joseph S. Chapman, Heart of
Wisconsin. At left is Vice President
Arnold G. Swenson.
Rawn Brinkley Award goes to Leroy F. Hieber, Stockton Area. With
him is Vice Pres ident William R.
Mercer (l.) Mrs. Brinkley, and
President Smith.

RO AD

S
(� *A
PLACE

Milton K. Yee, Hawaii, holds Carter Trophy. With him is Vice President W illiam R. Mercer.
Charles W. Wolgamott, Northwestern Michigan displays I. Wayne
Keller Trophy just presented by
Vice President Anjta B. Hayes.
Antonio Carlos Lopes, Rio De Janeiro,accepts Arthur B. Gunnarson Award. Vice President Mercer
and President Smith do the honors.

elected secretary of the Society, and Chester R.
Kennedy, Pittsburgh, treasurer.
A. Kenneth Benson, NAA managing director
of finance and administration, was re- elected assistant secretary /treasurer.
Society members elected six governors to serve
a two -year term ending June 1986. They are Dean
W. Arnold, Pikes Peak; Gerald J. Cabral, Stockton Area; R. Horace J ohnson, Raleigh Area;
James E. McMillen, Central Texas; Edward W.
Rodgers, Dayton; and M A r y Jane Sperry, Fort
Lauderdale.
Current SCMS governors whose terms of office
end in June 1985 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.
Forty -five new members were inducted into the
Society. SCMS also recognized two new honorar
members: Fran Brinkley, wife of the late Executive Director Rawn Brinkley, and Walter M. Kasunic, d i rect o r o f NAA'S memb er s ervi ces
department.
The Stuart Cameron McLeod Society is composed of past national officers and directors of
NAA. Named after the first Executive Secretary
of the Association, the Society serves as a repository of knowledge and experience which can be
drawn upon by the Association as needed.
Membership Achievement Awards
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4. Georgetown -Myrtle Beach, Barbara J. Driver
5. Chico Area, Roger L. Swanson
6. Northwestern Michigan, Charles W.
Wolgamott
7. North San Diego County, Richard A. Flading
8. Alaskan, Rae S. Foutz
9. Greater Ozarks, Rodney A. Oglesby
10. Mid - Missouri, Rodney L. Hartwig
11. Johnstown, John M. Kriak
12. Colorado South, Larry A. Daveline
13. South Central Minnesota, James F. Naslund
14. Permian Basin, Susan G. Hobbs
15. Green Mountain, George H. Kemp

Macomb County- Michigan led all other Stevenson Trophy chapters in net membership gains
(28 %) during 1983 -84. Heart of Wisconsin, with a
61% net gain in membership, topped the Warner
Trophy division.
Lancaster C h ap t er wo n t h e Memb ers hip
Round -Up Award with a net gain in membership
of 65 members. Rio de Janeiro won the Membership Achievement Award for chapters competing
in the international division.
Runners -up in the Stevenson Trophy division
which also received Membership Achievement
Awards are Jackson, Brooklyn - Queens, Chattahoochee valley, Lancaster, Roanoke, Austin Area,
Sacramento, Savannah, Waterloo -Cedar Falls, Catawba Valley, Palm Beach Area, and Tulsa.
Other chapters in the Warner Trophy division
that were honored are: Chico Area, Permian Basin, Quincy Area, and Northwestern Michigan.

McLeod Society Elects Fox

Public Relations and Newsletter Awards

John J. Fox, Detroit, was elected president of
the Stuart Cameron McLeod Society as the organization celebrated its 50th Anniversary.
Kirtland Flynn, Jr., Charlotte Blue, and Ralph
W. Newkirk, Jr., South Jersey, were elected vice
presidents. Wade B. Salisbury, Los Angeles, was

Five chapters were honored with Public Relations Recognition Awards for conducting outstanding public relations programs during the
year. They were Akron Cascade, Akron Summit,
Cuyahoga Valley, Massachusetts North Shore, and
Southern Maine.
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Top Newsletter Awards went to three Stevenson Trophy chapters and three Warner Trophy
chapters. They are: Atlanta Central, Chicago,
Marion Area, Miami Valley, Rockford,and South
Central Minnesota.
Atlanta North Chapter was presented the S. Alden Pendleton Award for the most outstanding
socio- economic program. The award is sponsored
each year b y th e S t u art C amero n McLeod
Society.
Lybrand Awards
Vincent J. Giovinazzo, Atlanta Central, was
presented the Lybrand Gold Medal for writing
the most outstanding article in the 1983 -84 competition year. Titled "Designing Focused Information Systems," the article is scheduled to be
published in the November issue of MANAGEMENT ACCOUNTING.
This is the second time Dr. Giovinazzo has won
the top manuscript award. A professor of accounting, School of Accounting, Georgia State
University, he also won the Gold Medal in 198182.
James W. Squires, IV, Charlotte Gold, was presented the Lybrand Silver Medal for his article,
"The Perfect Fit: Minicomputers and Medium sized Companies," which was published in the
July issue.
Joseph W. Wilkinson, Scottsdale Area, won the
Bronze Medal for "Database Management Sys tems—Do You Know Enough to Choose ?" The
article is in this issue.
The awards, presented to authors of the top
three manuscripts submitted in the NAA Inter chapter competition, are sponsored by the partners of Coopers & Lybrand to honor William M.
Lybrand, the firm's founding partner and second
NAA president.
NAA President Charles T. Smith, Jr., presented Certificates of Merit to the authors of 22 other
outstanding manuscripts. They are:
Lisa M. Allison, Princeton, "Acquisition Analysis: The Management Accountant's Role, "June
1984.
Daniel B. Marin, Columbia, "The Constructive
Dividend Dilemma," October 1984. Benny L.
Baker co- authored the manuscript, but as a nonmember he is not eligible for an award.
William H. Ballard, Columbus, for "Ten Ways
to Better Electronic 'Calc'ulating," June 1984.
Larry H. Beard and Charles W. Caldwell, Atlanta North, "Transfer Pricing Can Improve Sales
and Credit Cooperation," March 1984.
Leonard Eugene Berry, Atlanta North, "A New
Treatment for Health Care Costs," April 1984.
Raymond Blagg and Kenneth W. Walton, San
Angelo Area, "Functional Time Rep orting: A
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Shop Lcut to Integrating Labor Data," June 1984.
Christine J. Blossom, Bridgeport, " S o Y o u
Want to Be a Condominium Treasurer ?" June
1984.
Alan C. Carlow and Barton O. Johnson, Macomb County- Michigan, "The Mystique of EDP
Auditing," August 1984.
Clark Chastain, Saginaw Valley, "Managing
Your Debt for Survival," December 1983.
Gadis J. Dillon, Blue Grass Area, "Getting the
Mos t from Yo ur Forecasti ng Sys tem," April
1984.

Lybrand Award winners Vincent J. Giovina= (l.) and James
W. Squires, IV, with Earnest A. Huband (r.), chairman of the
Publications Committee.
Robert Engle, Indianapolis, "A Checklist for
Start-Up Companies —How to Choose the Right
Form of Doing Business," December 1984.
James B. Edwards and Julie A. Heard, Columbia, for "Is Cost Accounting the Number One Enemy of Productivity ?" June 1984.
George F. Hanks, North Central Indiana, and
Pamela L. Murphy (nonmember), "A Look at
Accou nting for Smal l Man ufacturers," April
1984.
Olivia J. Hoecker and Dorothy M. Watson,
Dayton, "Evaluating the Risk Management Function," August 1984.
Barton O. Johnson, Macomb County- Michigan,
for "Accounting Systems: Financial, Management, and Decision Support," September 1984,
Raymon d B . Jo rd an , Massachusetts North
Shore, "Cost Reduction: a `Get Tough' Action
Plan," May 1984.
James R. Kilzer and Gary G. Glausser, Boston,
"Closing the Small Business Gap," May 1984.
Elliott Lynch, Charlotte Gold, "Telecommunications: AT &T Has a Few Suggestions," April
1984.
George N. Sanderson, Nebraska Cornhusker,
and George M. McCabe (nonmember), "Aban63

donment Value in Capital Budgeting: Another
View," January 1984.
William M. Koeblitz, Cleveland East, and
Frank S. Novak (nonmember), "Pensions: the
Surprise Package in Corporate Marriage," January 1984.
Linda M. Onis, Westchester, "Wh y Go P ri vate?" September 1984.
Neil E. Paulsen, North Jersey Shore, "Software
Production Costs Should Be Capitalized," November 1983.
Lybrand Awards Committee
The winners of the Lybrand Gold, Silver, and
Bron ze Med als were chosen b y t he Lybrand
Awards Committee from the top 10 manuscripts

t

submitted during the 1983 -84 competition. Nearly
800 manuscripts were submitted and the top 10
are chosen on the basis of grades assigned by the
manuscript reviewers.
Members of the Lybrand Awards Committee,
all of whom are CMAs, were Joseph A. Mazur,
senior vice president and controller, Manufacturers National Bank of Detroit, Detroit, Mich.;
John J. Mesko, treasurer, Special Tools and Machinery, Vernon, Calif.; Dale L. Flesher, professor
of accountancy, School of Accountancy, University of Mississippi, University, Miss.; David E. Milani, chief financial officer, Xonics Photochemical, Inc., Norcross, Ga.; and Walter C. Anderson,
treasurer /controller, Main Stell Polishing Co.,
Union, N.J.
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The�Prentice�—�Hall�Easiest�-to�-use

FEDERALTAXHANDBOOK
You will find it to be a particularly useful edition,
and you will be able to refer to its valuable reference
material throughout 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.

New

1984
Edition
Available
November

198:=.

$7 95
Regularly $12.95

[National Association of Accountants

INAA has made a special purchase of this Federal Tax
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_
lo w price. there is no membership discount.
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.
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Special Order Dept.
919 Third Avenue. New York. N.Y. 10022
Federal�Tax�Handbook—�$7.95�each�(N.Y,�State�residents�add�4%�tax).
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books. Enclosed is a check for $
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For NAA Members Only!

eery NAA
technical publication
°O
for $25 per year.
Our new Comprehensive Publication
Service offers you one copy of every
Research Study and MAP Statement
published by NAA for only $25 per year.
The research publications alone issued
by NAA last year exceed $100 in value.

We anticipate that in the forthcoming
years we will achieve still higher annual
publications volume. This is an ideal
way to keep your company or personal
technical library up -to -date ... the easy,
economical way.

P u b l i ca t i o n s s c h e d u l ed f o r J u l y 1 9 8 4 — J u n e 1 9 8 5 :
RE SE ARCH STUDIE S
• P ro d u ct Ab an d o n me n t
• Acq u i si t io n s
• Ho w t o In creas e P ro d u cti vi t y i n th e Uni t ed
S t at es
• M an agi n g M i cro co mp u t ers
• Wareh o u s e Acco u n t i n g an d C o n t ro l
• B u d get i n g P ract i ces
• Us e o f M ath emati cal Mo d el s

• P red i ct in g Sal es
• P erfo r man ce M eas u res
MAP S TATEMENTS
• Cos t of Cap ital
• All ocat io n of Cent ral Co rpo rate C os ts
• M easu remen t o f Di rect Lab o r Co s t s
• All ocat io n of Dat a Proces si ng C os ts
• Al l ocat i on o f In di rect Man ufact uri ng C o st s

'sss

For NAA Members Only!
Mail to:
C o mpre h e ns iv e Pu b l ic a tio n S e rv ic e
At t : S . C o nno r s
N a t i o na l A s s o c i a t i o n o f Ac c o u n t a n t s
919 Third A venue
Ne w Y or k, NY 1 0 02 2

YES

9 i would like to ta ke advantageof NAA's Comprehe ns ive Publica tion Servic e . l unde rs ta nd tha t l will re ce ive e ve ry Re s ea rc h Study a nd MAP Sta teme nt
publis he d by NAA for $25. 00 pe r ye a r.

Cl $25. 00 Enc los e d
NAA Ac c ount Numbe r
Na me

City, State , Zip

nl

I
I

To s u b s c r i b e t o N A A ' s C o m p r e h en s ive P u b licat io n S ervice
s im p ly co m p let e rep l y card an d
m ail t o d ay wit h y o u r ch eck.

+VALUE

100
FORONLY$25

In the Library
The books listed in this section are available from the NAA library. NAA will attempt to review all commercially published books written by NAA members.
Names with asterisks ind icate NAA
members. If you have a book which has
been published recently or is about to be
published, ask the publisher to send a review copy to Miriam Redrick at the NAA
office. Members may borrow books for a
two -week loan period by mail, telephone
or in person visit. Address Ms. Miriam
Red rick, Manager, Library Services,
NAA, 919 Third Ave., New York, N. Y.
10022 —(212) 754 -9736 or 37.
Powerbase: How to Build It/How
to Keep It
Marilyn Moats Kennedy, Macmillan
Publishing Co., 866 Third Ave., New
York, N.Y. 10022, 1984, 207 pp. —Succeeding and surviving in the business
world is difficult at best. Competition is
keen for choice management spots. To
assist managers in holding onto their
hard -won positions, Marilyn Moats
Kennedy has written a primer on power
building. She gives the rudiments of acquiring clout, effectively using it, and
hanging onto it.
The book's credo, "You are in charge
if you take charge," is amply demonstrated throughout. Ms. Kennedy begins with a discussion of the need for
power in an organization. While freely
admitting that power in an organization
defies precise definition, she does state
that it is the ability to get things done.
From this point she proceeds to instruct
the reader on locating power in a company, defining and refining personal
style to blend into the organization, and
beginning to build your own powerbase.
There is a well- designed chart that gives
management /personal styles and the industries where they are most productive
and successful. It is handy for career
planning.
By far the most important chapter is
the one concerning power problems of
lifestyle and sex. Nothing Ms. Kennedy
can teach, no amount of competence,
popularity, or rank, can compensate for
the damage done to a career that having
a lifestyle radically different from the
66

Miriam Redrick and Stan Stec, Editors

corporate culture or having an affair
with another staff member can do. The
powerbase is completely eroded and
irretrievable.
The clear, direct prose, punctuated
with an abundance of case examples,
make this an exceptionally readable
book.
Powerplay —What Really Happened
at Bendix
Mary Cunningham with Fran Schumer,
Simon & Shu ster, 1230 Ave. of the
Americas, New York, N. Y. 10020, 1984,
286 pp. — "A merger with Martin Marietta would firmly hoist Bendix into the
stratosp here of the high technology
co mpan i es . . .. Of co urs e, l i tt l e d i d
Agee or anyone else at Bendix take fully
into account the military minds of the
men at M art i n M ari et t a. " (p . 244)
Whi le t hi s bo ok h as recei ved so me
scathing reviews, a careful reading suggests that, in fact, it accomplishes the
author's purpose. Ms. Cunningham describes quite accurately what happened
at Bendix and the interaction of her personal life with the corporation's ultimate demise.
About a year after Ms. Cunningham
joined the Bendix executive staff, by her
own admission she and Mr. Agee were
run nin g t he corporati on. Th ere ap peared to be no one else on the executive team they could rely on. Considering that Mr. Agee had been at Bendix
some six or seven years and had been
CEO for about three years, this is rather
an indictment of his ability to build a
team that could and would work together. Should one fault Ms. Cunningham
for stepping into this opportunity? For a
graduate of a leading business school
and not yet 30 years old, this was indeed
the op portun ity of a lifetime. Why
blame her if things did not work out the
way she an d h e r f u t u r e h u s b an d
anticipated?
Th is b oo k at t imes ap pears to b e
somewhat ofa "soap opera," but that's
the way it is written. If anyone wants an
insider's view as to how one major corporation actually was run, then this is
an excellent book. Whether Ms. Cunningham's observations about her boss,

William Agee, and the Bendix Corporation are reflective of American industry
as a whole is something each reader will
have to conclude for himself. In fact,
Ms. Cunningham appears to have met
her stated goal: by the end of the book
the reader does understand "what really
happened at Bendix." None of the participants comes out of the Bendix affair
loo ki ng go od i n Ms. C un nin gh am's
memoirs —but the story is nonetheless
very readable.
Quality Control and Peer Review
James W. Pattillo t John Wiley & Sons,
605 Third Ave., New York, N. Y. 10158,
1984, 801pp.—This is a rather specialized book, written for independent public accountants who wish to upgrade
and maintain the quality of their audit
practice. According to statistics given in
the book, only 46 audit firms have five
or more SEC clients, while another 270
audit firms have one to four SEC clients. However, the author recommends
peer review and obviously recommends
quality control programs for all firms,
even those not required to have it. To
help, he provides detailed analyses of
how to prepare for a peer review. For
anyone involved in the practice of public accounting, this book is undoubtedly
required reading. For management accountants interested in finding out what
is involved in running an independent
accounting firm, this book would provide good background.
Pension Fund Investments
in Real Estate: A Guide for
Plan Sponsors and
Real Estate Investors
Natalie A. McKelvy, Quorum Books, 88
Post Road West, Westport, Conn. 06881,
1983, 299 pp. —This is a nontechnical
book written for two audiences: (1) financial managers in the real estate business to introduce them to pension funds
and (2) those in the pension business to
introduce them to real estate. The recent increased emphasis on accounting
for pensions makes it likely that pension
plan sponsors will want to increase their
rate of return on pension fund investments. One method may be to increase
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Thousands
Colleagues

THE NATIONAL ACCOUNTING EXPOSITION & CONFERENCE
HELD IN CONJUNCTION WITH THE 97TH AICPA ANNUAL MEETING
THE COMPREHENSIVE EXPOSITION SPECIFICALLY
DESIGNED TO HELP ACCOUNTANTS IMPROVE
THEIR OPERATION, AND IMPROVE THE
OPERATIONS OF THEIR CLIENTS.

meeting, featuring a broad scope of substantive conferences and plenary sessions. A Microcomputer Conference and an MAS Conference will immediately
follow the annual meeting. These programs provide a
wealth of vital information for all accounting professionals and offer the opportunity to gain 28 hours
of recommended CPE accreditation. The Honorable
Jimmy Carter, former President of the U.S. and John
Naisbit, renowned futurist, are among the notable
speakers who will address the AICPA meeting.

ACCOUNTANTS WORLD will give you an unparalleled
opportunity to inspect and compare a full range of
accounting oriented products in a hands -on environment. By attending ACCOUNTANTS WORLD, you
can gather information in a matter of days that would
normally take months to assemble! ...a cost effective
vehicle for a cost conscious profession.

ACCOUNTANTS WORLD, as part of the AICPA
meeting, offers a full program of business /social events in
and around exciting Atlanta, allowing you to meet and
exchange ideas with thousands of your peers - the
leading accounting professionals from around the
world.

ACCOUNTANTS WORLD is sponsored by the American Institute of Certified Public Accountants - the largest
accounting association in the U.S. - and will be held
concurrently with their highly esteemed annual
Produced and managed by: National Expositions Co.. Inc.

Sponsored by: The American Institute of Certified Public Accountants

THE T OT AL ACCOUNT ANTS
WORLD EXPERIENCE.. .
• Product exposition f ea turing
leading suppliers to the Industry
• Dyna mic conf erence progra m
• Forum f or excha nge of
Inf o rm a t ion
• Southern hospita lity a s only
Atla nta ca n of f er
.. . W IL L H E L P YO U S T AY AT T H E
V AN G U AR D O F YO U R
PROFESSION.
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the amount of funds committed to real
estate, but the investment process in
real estate differs markedly from that of
stocks and bonds. By the same token,
persons knowledgeable about real estate, who are looking for additional capital from pension fund sponsors, must
understand both the mindset and legal
and fiduciary requirements of pension
plans.
In this very readable book, the author
fully meets her objectives. Because she
developed her material basically from
interviews in the real estate and pension
fund business, she is able to explain why
things are the way they are and their
significance. The following quote is a
good example: "The academics gave the
pension business the efficient market
hypothesis, the capital asset pricing
model, and modern portfolio theory
... Pension officers and money managers drop these terms in conversations,
th o u gh few k n o w wh at t h ey mean
... What can real estate offer to compete with this? `Deals' scribbled on the
backs of envelopes? There is no general,
elegant theory which explains how the
real estate market works."
This book is required reading for persons dealin g with real estate. It i s
strongly suggested for those having fiduciary responsibility in pension funds.
Handbook of Record Storage and
Space Management
C. Peter Waegemann, Quorum Books,
88 Post Road West, Westport, Conn.
06881, 1983, 142 pp. —This book is
written for the executive with management responsibilities in the area of record retention and storgage. It is readable and designed to be of immediate
practical value. Particularly strong are
the author's recommendations on shelving equipment, microfilming, and computerization. References are given on
manufacturers, professional publications, and current costs of various types
of storage.
Management Control in Non -Profit
Organizations
3rd edition, Robert N. Anthony* and
David W. Young, Richard D. Irwin,
Inc., Homewood, Ill. 60430, 1984, 680
pp. —This textbook, dealing with nonprofit organizations, shows how the basic principles of management account68

ing and control can be applied to the
not - for - profit sector. There are certain
unique characteristics of nonprofit organizations that the authors cover quite
well. As an example, under the heading
"program analysis," a very interesting
discussion of quantifying the value of a
human being is presented. Later the authors discuss the political considerations involved in many governmental
decisions. These topics usually are not
covered in the more typical business
environment.
This book includes a rigorous analysis of such management accounting issues as cost accounting, pricing, operational control, performance reporting,
and systems design and installation. An
appendix to the chapter on budget formulation contains 30 "budget ploys,"
many which could have been derived
from and, in fact, are actively used in
the for - profit sector. The authors describe techniques for budget manipulation, supply specific concrete illustrati o ns , an d th en d e mo n s t r at e th e
appropriate management accounting response. These 10 pages alone make the
book worthwhile reading. In total, this
book would be of great use to anyone
responsible for the financial affairs of a
nonprofit organization, whether it is a
governmental unit, hospital, educational institution, or cultural activity.
Accounting for Portfolio Investments:
A Research Study
Canadian Institute of Chartered Accountants, 150 Bloor Street West, Toronto, Canada MSS 2Y2, 1984, 152 pp.—
Wit h o nl y o ne di ssent ing vi ew, t he
CICA's study group report on the subject of accounting for portfolio investments a controversial approach. Essentially the recommendatio ns are that
securities should be carried at market
value in the balance sheet, but that income should be picked up currently in
the income statement on the basis of interest and dividends received plus a
moving average of realized and unrealized gains and losses. The study group
members feel that an accrual basis of accounting is preferable to cash accounting for securities. The accounting method, which th ey devi sed, sho uld not
influence management in the timing of
investment decisions because of possible
accounting consequences.

One o f th e memb ers of t he s tu dy
group dissented, arguing that moving
away from the cost basis of accounting
to a market orientation has some real
and potential weaknesses.
This is a well- written, interesting research study and one which may prove
of value in the United States.
Competing for Capital in the 180s:
An Investor Relations Approach
Bruce W. Marcus, Quorum Books, 88
Post Road West, Westport, Conn. 06881,
1983, 305 pp.— Written for chief financial officers, this book is somewhat simplistic in advice at times. For example,
the author recommends, with respect to
choosing an investment banker, "get the
best quality available."
Basically, this is a book about financial public relations in the broad sense,
and the author is at his best in this area.
His advice on how to deal, say, with a
report from Forbes magazine for a story, is as follows: "Unless the company
truly has something to hide, the first reaction to an inquiry from an editor of
Forbes —or an ot her pu bl icat io n —
should be complete openness." The author then ad monishes, "It should be
recognized that for the public company,
there is no place to hide. Not all decisions are correct, nor is every chief executive perfect. What is more important is
that the story is told and told honestly."
Then, in an offhand remark, which
may scare many readers, the author alleges, "It would be naive not to recognize the fact that not all reporters, editors, or even publications are honest.
There are reporters on the take. There
are hatchet jobs. There are publications
that are unethical. There are publications that tie their editorial columns to
their advertising side. . . There is nothing that can be done about unscrupulous publications except to vigorously
resist all blandishments... Other than
protesting vigorously, which is usually a
waste of time, the only recourse a company has to an unscrupulous publication is to deal more intensively with the
honest publications in the attempt to
dis semin ate t he truth . Yes , i t tak es
twice as much truth to counteract falsehood, but it's worth the effort."
This book provides good advice for
those involved at the policy level of financial management.
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The National Association of Accountants

,

Presents

The Sixth A nnual
Controllers' Conference
Theme: Motivating High Output Performance:
A Financial And Human Resources Partnership
Hi gh l i gh t s
WEDNESDAY, OCTOBER 17, 1984
Feature addresses:
• Opt imizi ng Management Incen tive
Compensation
• The New Role of the Board of Directors in the
Management Process
• Predicting and Avoiding Corporate Financial
Distress — Part II
Plus, afternoon concurrent sessions, including:
• The IRS 'Tax Accrual Decision
• Becoming a More Effective Leader
THURSDAY, OCTOBER 18, 1984
Feature addresses:
• Financial Management in High -Tech Industry
• "1000 Things You Never Learned in B- School"
• "S uccess Gui de for Accoun tan ts"
Plus, afternoon workshop:
• Dr. Waitley, Author of "The Psychology of
Wi nn in g"
FRIDAY, OCTOBER 19, 1984
Feature addresses:
• How to Give The Best Presentation of Your
Life
• Managing Workers Using a New Performance
Appraisal Process

S o me o f t h e s p eak ers
at t h i s co n feren ce are:
• Edward J. Campbell, President and CEO
Newport News Shipbuilding and Dry Dock
Company
• Robert Half, President
Robert Half International, Inc.
• Dr. Edward I. Altman, Professor ofFinance
Chairman MBA Program
N.Y.U. Graduate School of Business
Administration
• Joel M. Stern, President
and Publisher," Stern Advice"
Stern, Stewart, Putnam & Macklis, Ltd.
• Dr. Denis Waitley, Behavioral Scientist
Author of "The Psychology ofWin nin g" and
best selling "Seeds ofGreat ness "
• William N. Yeomans, Manager ofTraining
and Develo pment
J. C. Penney Co. Inc
• Felix Pomeranz, Partner
Coopers & Lybrand, New York
• Patricia M. Fisher, Director Human Resource
Division
MSA
• Donald R. Wood, Partner
Touche Ross & Co.
• Alan Paller, President
AUI Data Graphics

ba WflfiwmsburL:y , VA
October 1719, 1984
Williamsburg Hilton
Register Now...

Phone (800) 223 -4545 for immediate confirmation

People in the News
Promotions and New Positions
Edward Bond, Jr., Boston, was promoted to president of Bond Brothers Corp.
. . . . Robert J. Provost has been named
controller of the Beacon Hospitality
Group.
Kenneth N. Jaszczor, Chicago, was
elected chairman of the board and chief
ex ecu t i ve o ffi cer o f Han n a Co rp .
. . . . Ronald B. Bosack and Peter J.
Nault were appointed vice presidents of
Bricker & Associates, Inc.

Max L. Carpenter, Indianapolis, has
been promoted to manager of budgets
and forecasting for the Jenn -Air Co.
Steve Dixon, Knoxville, was appointed
director of finance for KCDC.... Jerry
Hall is now controller at Power Equipment Co.
Derrick Willingham, London, chairman
of the Hayward Tyler Pump Group and
past president of the Institute of Cost
an d Man agement Acco un t an ts , has
been named president of the Sterling
Pump Companies.

Charles L. Jacobson, Connecticut Gateway, has been promoted to partner at
Main Hurdman.

BUYYOUR
TOP QUALITY
ACCOUNTING
PADS
'Direct from
manufacturer

• Besterasablepaper
•Keepnotesneatandclean
• TopBoundColumnar Pads
• SideBoundColumnarPads
• Audit Report Folders
• Exhibit Folders
• Detall Sheets -LegalPads
Wife Today . . .
for Catalog Price List and sample forms.

. a

70

audit forms co.
Division of Robert Silverman, Inc.
1375 Euclid Avenue, Suite 218
Cleveland, Ohio 44115

Robert J. Rossiter, Northwest Keystone,
was named general assistant treasurer/
general credit manager for Quaker State
Oil Refining Corp.
Ray Bell, Portland - Columbia, was promoted to vice president of finance at
Swing Shift Mfg., Inc.
William J. Shannon, Rockford, has been
promoted to vice president of finance,
secretary and treasurer of the Ingersoll
Milling Machine Co.
Charles R. Leone, San Jose, has been
promoted to vice president finance, and
secretary t reasu rer, and Ed ward C .
Maffeo succeeds him as controller at
Burke Industries.

David Wong, Diablo valley, has been
pro mot ed to co nt ro ll er fo r Hex cel
. . . . M art y DeVenuta is now controller
for Shaver Corp.
Leslie Germain, Hawaii, is treasurer at
Johnson and Higgins Hawaii, Inc.

of New York and New Jersey.

FORD

JASZCZOR

Minn. Viking

Chicago

Larry Schuster, Minneapolis Northstar,
is now controller with the Bergquist Co.
. . . Frederick J. Dresser was appointed
executive vice president and managing
director of the Minneapolis Aquatennial
As s n . . . . Daniel Schwark is now inventory coordinator with the Rihm Motor
Co.. , . Greg LeBlanc was promoted to
partner at Olson, Clough and
Straumann.
Jerry L. Ford, NAA vice presi dent
from Minneapolis Viking, is now vice
president, administrative services for
the Pillsbury Co.... Anthony W. Rees
has been appointed treasurer and chief
financial officer of Angiomedics Inc.
George Firrantello, Morristown, is now
audit manager for Bristol Meyers in
New York.
Melanie E. Breed, New Orleans, has
been promoted to assistant vice president by the Nat ional B ank of C ommerce in Jefferson Parish.
Robert F. Bennett, New York, was
named chief financial officer /assistant
executive director of the Port Authority

Paul M. Strieker, St. Louis, has been
appointed director of finance and admini stration for Peat Marwick's St.
Louis office.... Mary Jo Kratschmer
has been promoted to manager in the
audit department of Price Waterhouse
. . . . James H. Spellmeyer has been
promoted to manager in the small business services
group of Price
Waterhouse.
J. Eric Charlton, Syracuse, was elected
a partner in Hiscock, Lee, Rogers, Henley & Barclay.... Thomas Hackwelder
has been promoted to controller of the
Sl u rry P u mp D i vi s i o n o f Go u l d s
Pumps, In c.. .. Samuel Lanzafame was
named president of Camden Wire Co.
Inc., a subsidiary of Oneida
Lt d . . . . Francis J. Petro was appointed
president of the Trent Tube Division of
Colt In du s tries In c. in Wisconsin
. . . . Harold Travell was named manager of the Syracuse office of Shearson/
American Express.
Jon P. Baird, Wichita, has been appointed president and general manager
of Master Craft Boat Co.

Organization Service
Doris Hansen, Sioux City, has been ap-
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pointed as a member of the Iowa Small
Business Advisory Council by Terry E.
Branstad, Governor of Iowa.

Emeritus Life Associates
Jacob Adler, Hawaii.
John A. Anderson, Fox River Valley.
William H. Boodro, Columbus.
Robert J. Boutillier, Essex County.
Frank W. Cleary, Dayton,
G. E. Crawford, Delaware.
J. M. Cruickshank, Member -at- Large.
M. James Desherow, Chicago.
Max Deutch, New York.
D. Vernon Doddridge, Indiana East.
Harry P. Dunlap, Milwaukee.
Ivan J. Fleener, Peoria.
Dean Gardner, Chicago.
John W. Hawekotte, Tokyo.
Virgil E. Hill, North San Diego County.
William M. Hughes, Pinellas Suncoast.
Robert Koethen, Jr., Baltimore.
Robert F. Kokron, Member -at- Large.
Paul S. Lovoi, Tulsa.
D. MacCorquodale, Member -at- Large.
Ronald F. MacDonald, Mohawk Valley.
Keith E. Mahood, Butler Area.
B. P. Martorana, Brooklyn- Queens.
Walter L. Massie, North Dallas.
Edward C. Matyas, Detroit.
Frank Micale, Deleware.
R. T. Millner, Jr., Member -at- Large.
Gordon W. Morris, Baton Rouge.
Gino L. Pucei, Boca Raton Area.
Edward J. Quist, Hampton Roads.
Charles W. Reed, Baton Rouge.
Joseph P. Repas, Richmond Lee.
Walter D. Roach, Knoxville.
Robert M. Ruether, Albany.
Joseph L. Schaschl, Hartford.
Nelson Steingard, Philadelphia.
John O. Stine, Calumet.
Joseph G. Temborius, Chicago.
S. v. W. van Der Hoven, Member -atLarge, South Africa.
Fred Weissbach, Long Island- Nassau.
Robert W. Whitmire, San Francisco,
Starlin I. Williams, Evansville.
John P. Zanetti, Northwest Suburban
Chicago, past president.

hl Memoriam
A. M. Beittel, 85, Lancaster, 1935.
Emeritus Life Associate.
Patricia J . Bolden, 25, Wichita, 1982.
Dana F. Cole, Nebraska Cornhusker,
1939.

Frank F. Foster, 69, Bangor - Waterville,
past president, 1947. ELA; Stuart Cameron McLeod Society.
Paul A. Goldson, 81, Member -at- Large,
Jamaica, 1972.
H. M. Harrison, 66, Diablo Valley,
1957.
Channing B. Marsh, 57, Greater Greenville, 1959,
Walter L. McKinnon, 78, Houston -Lone
Star, past president 1933. ELA; SCMS.
Joseph R. Moser, Rochester, 1947.
ELA.
Edward P. Moxey, III, 76, North Penn,
past president, 1934. ELA; SCMS.
Benj A. Penton, 54, Pensacola, 1969.
H. B. Robertshaw, 82, Rochester, 1936.
ELA.
E. J. Swartz, 76, Canton, past president, 1948. ELA.
Darryl J. Theisen, 43, Minneapolis Viking, 1967.
Ernest U. Widmer, 77, Richmond Jackson, past president, 1945. ELA; SCMS.
Edger W. Worrest, 96, Lancaster, 1938.
ELA.

CMA Review
WHERE

1

•

1

SELF OR GROUP STUDY

LIVE AND CURRENT
• Instruction by professionals
who know the CMA exam &
teach you how to pass.
• Integrated written materials
abridged for exam use.
• Updated content for each exam.
• "Hotline" question- answering
service.

SPECIAL 1 •
CHAPTER& CORPORATE
• Complete Classroom Package
• Special Session on Writing
Techniques
• Visual Aids
For Fast Information. Call Toll -Free:

1- 800 - 645 -5460
In NYS, call 516/473 -6200 COLLECT

PERSON/WOLINSKY
CMAReview Courses
4 Ro o se ve lt Ave ., B o x E

Letters

Po rt J e f f ers o n S ta_ NY 11 7 7 6

58-4-4

that, if complied with, result in unethical behavior.
A company that in its code of conduct requires compliance with the laws
may require unethical behavior. Consider the theoretical case of a company in
much of the South in the early 1960s
that requires that all laws by followed.
A black employee of such a company
could be compelled by his company to
ride in the back of the bus while on
company business. In fact, the more
ethical behavior of the employee may be
to defy the law by riding in the front of
the bus. More contemporary examples
could be presented but there may be
some controversy on specific laws.
Although some laws may support an
ethical position, laws should not be
thought of as any kind of ethical standard. Laws are simply rules set up by a
majority of the people (in this country)
with a means of punishment established
for those who violate them. Corporate
codes of conduct must deal with this
difficult issue.
Thomas S Rose, CMA
Fresno, Calif.

MANAGEMENT ACCOUNTING /SEPTEMBER 1984

by

Irvin N. Gleim
Dale L. Flesher

• Second (1984) Edition
• Covers All 5 Parts
• New Two -Volume Format
I — Outlines & Study Guides
It — Problems & Solutions

• Send $19.95 for Each Volume
Accounting Publications, Inc.
P.O. Box 12848
University Station
Gainesville, FL 32604
or call (904) 375 -0772
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New Products /Services

Control Data's Business Information
Service has introduced Treasury Command Service, their new decision support service to help corporate treasurers
manage functions such as funds mobilization, investment or borrowing decision making, cash forecasting, and the
posting of information to corporate ledgers. One of Treasury Command's key
features is its ability to be integrated
into overall corporate information flow.
It consists of four modules: Bank Administration, Portfolio Management,
Cashbook /Accounting, and Forecasting
Additional Modules including Commerci al Paper Iss uance and Mast er
Notes. The service is offered in two
modes: through a combination of a microcomputer and Control Data's call /
370 Time - Sharing Service, or through
Control Data's Distributed Service,
which uses on -site hardware at the customer's location. For information, call
Betsy Cormany, Greenwich, Conn., at
(203) 622 -2000.
fbn Management Science Corporation
has introduced "The Electronic Time sheet," a time accounting, project costing and client billing office- automation
software for DEC VAX computers. The
package is aimed at professional services companies. It helps to facilitate
automated and systematic collection of
72

information on employee time, employee expenses, and external or interdepartmental expenses. It also generates upto -date reports on demand. There is a
two -month trial offer. Write fbn Management Science Corp., 871 Bathurst St.
Toronto, Ontario, M5R 3G2, Canada.

tracking capital gains, losses and total
income from transactions. Year -end reporting capabilities include interest for
tax return, dividend for tax return, and
capital gain /loss for tax return. Call
David Kaminer (212) 696 -4055 or Paul
Fleming (215) 964 -8660.

Computer Protection Systems, Inc., a
Plymouth, Mich. consulting organization specializing in computer security
and fraud auditing, recently announced
the launching of a monthly newsletter,
Forensic Accounting Review, intended to
serve the information needs of public
accountants, internal and EDP auditors, and security investigators on matters involving the audit, detection, investigation and prevention of fraud in
books of account, financial statements,
and stock in vestment offerings. The
newsletter will feature digests of important fraud cases, significant court decisions and techniques for ferreting out
account ing frauds an d documenting
them for criminal, civil, and fidelity insurance purposes. Call Jack Bologna at
(313) 459-8787or (313) 455 -2860.

New Publications

Decision Design Research, Inc, has annou nced The S ys tem Si zer service,
which provides the accountant with a
tool for the rapid definition and organization of system specification for all financial applications. Using the System
Sizer, a DP staff can collect all of the
pertinent user data for computer system
specificati on. Call D. D.R., Chadds
Ford, Pa. (215) 388 -6129.
Portfolio Decisions, an integrated preprogrammed portfolio management /reporting tool is now available from Eagle
Software Publishing, Inc., for the IBM
Personal Computer. Portfolio Decisions
features complete communications software, a bonus subscription to the CompuServe Executive Information Service
plus one hour of free connect time. In
addition to standard transactions with
common or preferred stock, Portfolio
Decisions processes and reports on options, bonds, mutual funds, certificates
of deposit, treasury bills, and warrants.
It also serves as a tax strategy tool,

The U.S. Government Printing Office
has introduced "New Books," a list of
all new government books, magazines,
manuals, reports, and analyses —approximately 600 titles each month. New
Books, which is free -of- charge, is a
quick- access, no- frills pamphlet that
provides information on what the government is doing. Published bi- monthly,
the list covers areas such as research,
census, law and regulations, statistics,
reference, and grants. Entries are arranged alphabetically by subject. To be
placed on the mailing list to receive this
pamphlet, write to New Books, U.S.
Government Printing Office, Stop: MK,
Washington, D.C. 20 40 1 .. . Quality
Circle Institute is distrib uting "The
Qual ity Circle: Wh at Yo u Should
Know About It" and "Quality Circles:
An swers t o 10 0 F req uen tl y As ked
Questions." For free copies, write Virginia Rose, Dept. 4GN, Quality Circle
Institute, 1425 Vista Way, P.O. Box Q,
Red Bluff, Calif. 96080.
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DSS Development has recently begun
distribution of OptionWare, 52 executive and managerial support applications designed, written, and developed
within the Lotus 1 -2 -3 environment.
OptionWare takes minutes, instead of
hours, of manipulation to get each program working. The applications work
within the integrated environment (Lotus 1 -2 -3) in areas such as financial statistics, sales and marketing, organization and budget, cash management and
personal financial management. DSS
Development plans to expand the number of applications to 200 by year -end.
OptionWare is divided into four types
of applications within any given area:
historic, performance, projection, and
task. Call Dennis Mochon, Bloomfield,
Conn., at (203) 243 -5554.

Donna Marks, Editor
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THEPORTABLE.
.

For years business people had to choose
between the power of a desktop computer and the
limited capabilities of the first portables. That
problem was solved when Hewlett- Packard introduced The Portable.
The Portable is designed with more total
memory than most leading desktop personal
computers ... 656K in fact. That includes 272K
of user memory. So, The Portable's built -in
business software can work with enormous
amounts of data.
1- 2 -3'' from Lotus,,'America's most popular
spreadsheet, file management and business
graphics pnVam, is permanently built into The
Portable. So is Hewlett- Packard's word processing
program, MemoMaker. Just press the key and
you're ready to work.
The Portable even has a built -in modem and
easy -to -use telecommunications software to send

or receive data using a standard telephone jack.
If you use a Hewlett- Packard Touchscreen
PC, IBM' PC, XTor an IBM compatible you'll
be glad to know that your desktop and The
Portable can talk to each other with the simple
addition of the Hewlett- Packard Portable Desktop Link.
The Portable's rechargeable battery gives
you 16 hours of continuous usage on every charge.
Finally, you can work comfortably on a full
size keyboard and an easy -to -read 16 -line by 80column screen. And it all folds shut to turn The
Portable into a simple nine -pound box.
The Portable. A small miracle... perhaps.
But then consider where it came from.
See The Portable and the entire family of
personal computers, software and peripherals at
your authorized Hewlett- Packard dealer. Call
(800) FOR -HPPC for the dealer nearest you.

Setting You Free
PG02412

727A
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K LAEPTO
T

IBM is a registered trademark of International Business Machines Co rporation. 1.2.3 and Lotus are trademarks of Lo tus Develo pment Corporation.

"We specialize
for a ve asicreasone
o siness.
For us and for you:'
0

Championship sports teanis
feature "specialists — people who
perform specific jobs in specific
situations better than anybody
else. Aplace- kicker who can put
the ball through the goal posts
from 40 yards out with only 3 seconds left on the clock. A relief
who can come in from, the
bullpen in the ninth inning with
the tying run on third base and
nail down the third out.
The same principle holds
true for businesses: the most successful companies today tend to
be companies whose products
and services meet a particular
need in a particular market better
than everybody else's. And it's a
principle that holds true, I'm
pleased to report, for Robert Half.

With Robert Hal); the odds
are in your favor You don't have
to compromise: you can find a
quality person with the precise
qualifications to fill your precise
requirements. And don't forget:
our international network of
offices can fill positions for you
almost anywhere in the world.

E

started the company 35 years ago.
We'd rather do a quality job in a
concentrated area than attempt
to deal with a host of unrelated
fields.
Quality Attracts Quality.
The fact that were the largest in our field offers you, the
employer, significant benefits.
Through Robert Half, you have
access to the highest caliber personnel in every job category
within our field of specialization:
the top accountants, controllers,
credit managers. Everybody —a
chief financial officer, and bookkeeper, too. And in edp, you have
access to data processing managers, systems analysts, programmers, computer operators, and
even quality data entry people.
a

Personnel Specialists
Do A Better]ob, 'Ibo.
Robert Half specializes in
providing the best accounting,
financial and data processing personnel. And we are the largest
organization of its kind, with 80
offices throughout the U.S., and
in Canada and Great Britain. Not
that we haven't been asked to
broaden the scope of our services: indeed hardly a day goes by
when a client doesn't call on us
for a sales manager and an advertising director, even a production
person, But our philosophy today
Is the same as it was when I

We Live By Our Reputation.

ROBERT
N LFID
accounting, financial and edp
personnel specialists.

3

® 1984 Rouen Half International Inc. All offices independently owned andoperated

We have a saying at Robert
Half: there are some companies
who've never used us, but very
few companies who've only used
us once. The fact is, clients who
deal with us come back time and
time again. And for good reason.
We deliver what we promise.
Let Us Help You
Him Smart
Choosing a specialist like
Robert Half to fill specialized jobs
in your company makes sense.
The prime advantage, is that if you
hire smart the first time, you'll
get a professional who will meet
your requirements and will get the
job done. There's another benefit
to you: less turnover.
Think about it. The next time
you need specialists in accounting, financial, bookkeeping or
data processing, call your local
Robert Half office. I can assure
you that it's one call you'll be
pleased you made.

