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Now. Unsecured credit lines to 525,000

from the privacy of your office.
_
vN
_

As a member of the National Association of Accountants, you are eligible
to apply for a line of credit up to
$25,000 ... on your signature alone. No collateral is necessary. No endorsers.
No co-signers. And, most importantly,
no hassles.
• Credit lines available 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 tran sactio n s h an d led b y m ail.
This unique feature makes borrowing
unusually convenient and guarantees
privacy. There are no personal meetings and no complicated procedures.
The few necessary steps are made
by you in the privacy of your home
or office.
• Your sign ature Is th e o n ly co llateral
requ ired . There's no need to tie up
any of your assets.
• The convenience of a revolving
credit line. Once your credit line is
approved, it only takes a phone call to
activate your credit —a check is mailed
immediately. If you want additional
funds the next month...or the next
day...just call and your money will be
in the mail.

• No fees. No prepayment penalties.
There is no charge to establish your
credit line, no loan processing fees,
and no prepayment penalties. Once
you a c tiva te your line , you pa y inte re s t

only on the amount you actually use.
• Satisfaction guaranteed. There's no
risk. If you activate your credit line and
are not completely satisfied, return the
money within 30 days and there's
absolutely no cost to you.
This special program is administered
by Security Pacific Executive /Professional
Services in Aurora, Colorado —a national
leader in providing mail loans with a
history dating back to 1905. In California,
the program is handled by the Banker's
Investment Company.
Both Security Pacific Executive/
Professional Services and Banker's
Investment Company have the experience and financial strength to serve the
membership. They are subsidiaries of
Security Pacific Corporation, the nation's
ninth largest bank - holding company with
assets over $42 billion. Both institutions
are equal opportunity lenders and
approval of all credit lines, regardless of
amount, is subject to their normal credit
polices.

To cover the administrative costs of
arranging a national program. the
Association receives a small fee. The
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 Program.
You'll find it easy to apply for
your line of credit. lust fill out the
coupon below and mall It today. By
return mall you'll receive a one page
application. It's that simple.
S .

SEC

PACI C

14201 East 4th Avenue
Aurora, Colorado 80011
1- 800.52 5-1344
- Security Pacific Executive/
Professional Services, Inc.
PO Box 33009. Aurora, CO 80412
1- 800 -52 5.1344
Name
Address

City
State

Zip
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Accountemps
puts the pro
in PROductivity
Specialists increase productivity. And Accountemps professionals are temporary personnel
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 §ood 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.

O 1994 Robert Half International Inc. All offices independently owned and operated.
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Good -bye, New York; Hello, New Jersey!

20

By Donna Marks
NAA begins a new era of quality service to members from its New Jersey site. Our new,
permanent two -story home in Montvale has enabled us to fix our occupancy costs and
avoid the soaring rental costs in New York. Although we'll miss the excitement of the "Big
Apple," we look forward to serving members better from more tranquil New Jersey.

Ethics

Facing the Ethics Involved in Technical Obsolescence

26

By Rita J. Hopewell, Eileen S. Klink, and Reuben W. Coleman
With the advent of the computer revolution, companies had to adopt new technologies or
fold their corporate tents. Along with the minis, micros, and PCs, however, comes technical obsolescence of once useful office equipment and machinery. Suddenly the problem of
inventory valuation appears. W hat should management accountants do when they feel
compelled to comply with GAAP but top management wants to postpone loss recognition?

Performance
Evaluations

Measuring the Division Manager's Performance

Budgets

How to Improve Financial Planning with a Budget Manual

30

By Curt Brouwer
Current performance measurements have little relevance in determining how effective a
division manager is in implementing his company's strategic goals. Management accountants need to develop a new set of measurements that will evaluate a manager's ability to
achieve both short -term financial goals and long -term prosperity.

34

By Chung Bothwell
Formulating budgets without a budget manual can be like driving into unknown territory
without a road map. This rapidly growing insurance company insured its continued success
by taking the surprises out of the budget process with a corporate budget manual.

Productivity

How We Simplified Administrative Tasks

40

By J. Fred O'Connell
The computer has dramatically improved the accounting department's ability to create,
manipulate, and transmit data. Many employees, however, are finding that they don't have
time to take full advantage of all the available technology. Milliken & Co. studied this problem and developed a program to simplify time - consuming accounting procedures.

Management Accountants: Don't Overlook Quality Circles

45

By Russell F. Briner, Frank A. Wiebe, and Shaker A. Zahra
Management accountants have concentrated on improving the productivity of manufacturing, marketing, and distribution. But they shouldn't overlook the value of the latest techniques —like quality circles —in their own departments.

Small
Business

Making Price Decisions in a Small Business

50

By John Malloy
This cafeteria operation had to raise prices to cover added costs and yet not anger its customers, a dilemma that thousands of small businesses face every year.
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Understanding Your Town's Financial Report

53

By Daniel L. K o vlak
Revenue f actors, expenditure f acto rs, and debt management f acto rs can indicate whether
yo ur city is headed f o r fiscal pro blems. T he more you understand abo ut yo ur to wn's f inancial statements, the bigger co ntributio n yo u can make to its o peratio ns.

NAA
Programs

NAA's Building Fund Campaign

64

By Staff
Members and chapters have raised mo re than $400,000 in pledges and co ntributio ns to
help defray co st o f NAA 's new headquarters.

The NAA Video Network

67

By Staff
T he successf ul use o f video c assette techno lo gy has helpe d the A sso ciatio n extend its
program o f Continuing Pro fessional Education.
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PERSPECTIVES

Leadership — Motivation and Feedback
Whoever said, "God is in the details," could not have summed up
more profoundly the essence of the work that accountants do. Detail is everything — whether you are a CPA auditing a multimillion dollar corporation or a controller gathering
figures for a c ontem plated merger.
Many, however, are not aware that detail
is equally important in the managerial or
leadership aspect of our jobs.
Good managers pay as much attention to the nitty - gritty details as do good
auditors. In motivating people to carry
out the objectives of any task, whether it
be a chapter directorate or a corporate
project, a leader must focus on detail.
Staffing a project or a function is the
most critical task and the "detail" that
trips up more aspiring leaders than any other. The task to be accomplished must be properly defined and the skills required
matched with those of the candidates available. Effective managers— leaders —are those who are able to evaluate the skills of those
who work for them and marshall those skills to the task.
After a staff has been chosen and the project assigned, the real
job of the project leader is just beginning. He or she cannot allow
subordinates to go their own way without direction, guidance, or encouragement. It is the manager's obligation to show that he is interested in the project and continues to be interested in its course.
Communications should go down frequently: "How are we doing ? ";
"Let me know if I can help with the front office." If all communications are upward, from subordinates to manager, then the leader is
neglecting his responsibility.
The savvy leader anticipates roadblocks and moves to help the
team negotiate them. Positive feedback ( "The financial v.p. loved
those graphs you prepared. ") can work wonders in the efficient,
successful accomplishment of a task. Even negative feedback
shows that you care about the task assigned.
Successful chapter presidents practice these techniques on a
daily basis. They call up their directors, asking them how they are
doing. Are there any problems? Do we need to discuss this project
at the next Board meeting? I know personally that such attention to
detail works in the NAA chapter and national organization. In corporate offices throughout the world, successful managers also practice these techniques. How many times have you witnessed an incident where a key employee has been lost because a manager did
not praise him, did not give him recognition or did not reward him for
a job well done?
In management accounting, then, detail is just as important in the
adjective, "Management," as it is in the noun, "Accounting." All of
us recognize its importance in accounting skills; we must also pay
attention to its value in the leadership dimension of our roles. Then
we will be able to maximize our contributions to the organization —
and our career opportunities.
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WHAT DO YOU FIGURE ?

Whatever you figure ...figure on a SWINTEC
SWINTEC electronic calculators are designed to make life easier for people who work with figures
day in and day out. They have large, comfortably contoured buttons and exceptionally easy -to -read
displays ... and they are ruggedly built for reliable performance under the heaviest workload.

swintec

SWINTEC makes a complete line of full- featured
electronic calculators, including display /print
and display only models. However you figure
it, there's a SWINTEC calculator that's made
for you. For the name of the SWINTEC dealer
nearest you, call us toll -free at 800 225 -0867
(in New Jersey call 201 935 - 0115).

CORPORATION
23 Poplar Street, P.O. Box 421
East Rutherford, NJ 07073 201 935 -0115
Outside New Jersey, call toll -free 800 225 -0867

Opinion
Robert L. Shultis, Executive Director

Visit to GASB
While I was attending the recent Executive
Committee meeting in California, a member
whose opinion I highly respect offered me the
following advice concerning the NAA's move to
Montvale. He said; "Bob, the best thing you
could do would be to schedule a business trip
for the next two weeks" (the period immediately before and after the move).
It wasn't practical to follow his advice to the
letter, but I did take one afternoon to drive to
Stamford, Connecticut, to visit with some of the
members of the newly formed Governmental
Accounting Standards Board. My purpose was
to get acquainted, to learn a little bit about their
plans and their procedures, and to see whether
or not NAA could contribute professionally to
ease the job that faces this Board.
And that job is mind - boggling! At present,
there are about 80,000 government agencies,
the accounting for which falls within the purview of the GASB. They range all the way from
mammoths like the State of California to local
school and water districts. The Board, through
the cooperation and support of various interested accounting groups, is responsible for promulgating accounting standards for all governmental agencies except federal.
The two full -time members of GASB with
whom I visited are James Antonio, chairman,
and Martin Ives, vice chairman and director of
research. Jim, a Ph.D. and CPA, prior to joining
GASB served as Missouri state auditor, an
elected position, and had taught accounting at
the Universities of Illinois, Missouri, and South
Florida. He stated that he had become attracted to governmental accounting while teaching
at these schools, largely because he perceived
a greater professional challenge to improve this
important segment of the accounting profession. The state auditor in Missouri, incidentally,
functions both as auditor and chief accounting
officer of the state.
Marty Ives joins the Board from the City of
New York, where he served as first deputy
comptroller, with prior positions as deputy
6

comptroller, New York State, and deputy assistant chief (audit operations) U.S. Army Audit
Agency_ He also is a CPA and holds an MBA
degree from the City College of New York.
(Marty commented that he had an opportunity
to join the comptroller's office of the City of
New York earlier on but that he was glad he
hadn't. If he had, he said, he would have been
part of the fiscal crisis of some years ago.)
The distinguished part -time members of the
Board are Philip Defliese, former chairman and
managing partner of Coopers & Lybrand and
currently professor of accounting at Columbia
University; Elmer Staats, comptroller general of
the United States from 1966 to 1981; and W.
Gary Harmer, administrator of educational resources, Salt Lake City School District.
Some years ago I testified on behalf of NAA
at the Governmental Accounting Standards
Board Organizing Committee and supported
the conc ept of one s tand ards board (the
FASB). One set of accounting standards, applicable to all organizations, was the essential
thrust of NAA's position. For this reason, one of
the first questions I asked was: "Are the differences between government accounting and financial accounting in the private sector sufficiently great to warrant a separate board ?" Mr.
Antonio and Mr. Ives feel that they are. They
pointed out that the essential objectives of government and of the private sector are, in the
main, different. Where, in the private sector, the
"bottom line" serves as a basic measuring tool
for the effectiveness of an organization, such is
not the case within government. The effectiveness of the service being rendered is the key
here. Mr. Antonio stated that in the future the
Board hopes to offer guidance to government
agencies as to how best to report on this —and
not necessarily using what we accountants
consider traditional accounting procedures and
techniques.
Does the GASB foresee any possible "turf"
problems with the FASB? Both Mr. Antonio and
Mr. Ives said that there might be but that where
differences arise, negotiation, discussion, and
compromise would resolve most of the issues.
If not, according to these Board members, it will
be incumbent upon GASB to explain why the
standard it is issuing differs from a previously
issued FASB standard. It was obvious to me
that there is a generous reservoir of goodwill on
the part of both Boards and that a spirit of cooperation and mutual self- esteem exists, which
augers well for the success of both groups.
What are the toughest problems facing the
fledgling Board and how can NAA help were
two other questions I posed to Mr. Antonio and
► ►44
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Taxes
Israel Blumenfrucht
and Jerold M. W eiss, Editors

`LIFO Conformity' Rule Strengthened
Two tax rules issued by the Tax Court recently
were reversed, as a result of the Tax Reform
Act of 1984 and a decision by the Court.
The Code provides a "LIFO conformity" rule
which states that in general, the LIFO method
of inventory accounting may only be used for
tax purposes if it is also used in reporting to
shareholders, partners, beneficiaries, or for
credit purposes. In Insilco (73 TC 589 (1980)),
however, the Court permitted a subsidiary corporation to use the LIFO method for income tax
purposes because it used the LIFO method for
preparing its own financial statements, even
though the parent corporation used the FIFO
method and restated the subsidiary's earnings
to a FIFO basis for preparing consolidated financial statements. The Court held that the
subsidiary and parent must be treated as two
separate and distinct taxpayers for purposes of
satisfying the LIFO conformity rule.
Congress feared taxpayers could avoid the
conformity rule as a result of the Insilco decision through the creation of holding companies
or subsidiaries. In fact, the Senate Committee
report noted "if a significant number of taxpayers take advantage of the Insilco decision, the
revenue effect would be substantial."
Accordingly, the Tax Reform Act of 1984 provides that effective for taxable years beginning
after the date of enactment, a group of financially related corporations are treated as if they
were one taxpayer for purposes of the LIFO
conformity requirement. Corporations generally
are considered financially related if at least
50% of their voting and nonvoting stock is
owned by a parent corporation. Thus, a subsidiary can no longer use the LIFO method for tax
purposes if the parent corporation does not.

Deduction for Loss on Non -Pro Rata
Surrender of Stock Disallowed
The Tax Court in Leroy Frantz, Jr. (83 TC
No. 11) recently reversed a rule it issued in

1929 and which had been consistently adhered
to for the past 55 years. The Court held that a
shareholder's non -pro rata surrender of a portion of his stock to the issuing corporation is to
be treated as a contribution to capital, and
does not result in a deductible ordinary loss.
In the case at hand, Leroy Frantz, Jr. owned
65% of the common stock and 13% of the preferred stock of a corporation. As part of an effort to obtain outside financing in order to maintain the viability of this financially troubled
corporation, he surrendered all of his preferred
stock to the corporation as well as cancelling
certain advances and indebtedness owed to
him by the corporation. Mr. Frantz claimed an
ordinary deduction from gross income for the
loss incurred on the preferred stock he surrendered, computed as the difference between the
stock's fair market value on the date of surrender and its adjusted basis.
The Court, however, noted that the statutory
language of the Code only authorizes a deduction for "losses incurred in any transaction entered into for profit," and because the taxpayer's alleged purpose for surren dering his
preferred stock was to bolster the financial position of the corporation and make more valuable his retained common shares, the non -pro
rata surrender of the stock constituted an
"open" nontaxable transaction which was not
entered into for profit. The transaction cannot
be considered "closed" until the taxpayer subsequently disposes of the common stock that
the surrender was intended to protect and
make more valuable. Thus, the Court ruled that
the transaction is treated as a contribution to
capital and the realized loss by the taxpayer is
not deductible.
Furthermore, the Court pointed out that its
prior position created a potential loophole in
another tax rule. Section 165(g) allows taxpayers to recognize a capital loss (and not an ordinary loss) on worthless stock, as if the stock
was sold on the last day of the tax year. Thus,
the old rule created the practical equivalent of a
judicial repeal of Section 165(g) because
shareholders of a corporation on the verge of
complete failure could, under the prior position,
avoid the capital loss rule by surrendering
shares in disproportionate amounts before the
stock became completely worthless, and thereby deduct the loss as an ordinary loss. Thus,
although the Court recognized that it was reversing a position it had established and adhered to for over 55 years, it stated:
To perpetuate a line of authority, which
we now believe is incorrect as a technical
► ► 29
MANAGEMENT ACCOUNTING /DECEMBER 1984

Management
Accounting
Practices

ine the issue to recommend what action regarding zero coupon bonds might be taken.
NAA members who feel a need for implementational guidance on comparably narrow
questions are encouraged to write to Mr. Chironna in care of the NAA national office.

Changing Prices Update
Louis Bisgay, Editor

FASB Task Force Is Busy
Since July, the Financial Accounting Standards
Board Emerging Issues Task Force has met
monthly to discuss a multitude of thorny issues
requiring timely financial reporting guidance
(MAP Sept. '84). The Task Force was formed
to help the Board identify emerging problems
and implementation issues as early as possible
and, if possible, to reach a consensus on how
the issues should be resolved. John F. Chironna, director of accounting practices, IBM
Corporation, and past chairman of NAA's Management Accounting Practices (MAP) Committee, represents the NAA on the Task Force.
The following two issues exemplify those that
have been addressed by the Task Force:
In a deferred interest rate setting arrangement, in which a borrower, who expects interest rates to decline in the near future, issues debt at a fixed rate and simultaneously
enters into a deferred interest rate setting arrangement with an investment banker, what
accounting treatment should be given to the
cash payment to the banker or receipt from
the banker representing the present value of
the interest rate differential over the term of
the debt?
Task Force Consensus: Any amounts received or paid should be accounted for on
the same basis as original issue premium or
discount —an adjustment to interest expense
recognized over the term of the debt.
In calculating earnings per share, would the
application of an effective -yield test for zero
coupon bonds be more appropriate than the
cash -yield test required by APB Opinion 15,
which results in all zero coupon convertible
securities being treated as common stock
equivalents?
Task Force Consensus: The classification of
all such bonds as common stock equivalents
should be changed. FASB staff should examMANAGEMENT ACCOUNTING /DECEMBER 1984

The ink was hardly dry on MAP Committee
Chairman Bernard Doyle's signature on a letter
to the FASB when the Board announced its intention to do precisely what the Committee was
seeking.
On September 27, the Board reported that it
had decided to eliminate the requirement to
disclose historical cost /constant dollar information for those companies that report current
cost /constant dollar information. The exposure
draft, when issued, will be open for comment
for 30 days so that a final statement can be issued before December 31, 1984. Earlier application in financial statements not issued previously would be permitted.
The MAP Committee's letter had noted that
inasmuch as in its review of FAS 33, Financial
Reporting and Changing Prices, the FASB already had tentatively concluded that historical
cost /constant dollar information would not be
required in an amended version of Statement
33, why not take an "interim" action to remove
that burden from companies' reporting of 1984
results?
The Board, at the same time, announced it
subsequently will issue another exposure draft
that essentially would consolidate the remaining requirements of FAS 33 and the previous
amendments to the statement.

FASB Seeks Comments on
Loan Fees and Costs
The FASB has issued an invitation for public
comment on the subject, Accounting for Nonrefundable Fees and Costs Associated with Originating or Acquiring Loans.
Issues raised in the document include the
timing of revenue and expense recognition and
the balance sheet classification of any deferred
fees or costs. Not included is the accounting
for refundable fees or fees representing costs
incurred on a borrower's behalf that are billed
directly to the customer.
According to FASB staff project manager
Mark Pearson, "The Board added this project
to its agenda because of concerns that current
guidance provides for different accounting for
► ► 33
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Big business accounting for
Order Entry and Invoking, which
IBM's new Business Management reading. BMS is a terrific reason for
offers
flexible methods of pricing,
buying
one.)
Series for Personal Computers.
IBM's Business Management Series
(BMS) can improve your accounting in so
many ways, theyW almost uncountable.
It's derived from accounting
software big IBM mac hmes are famous
for, but for not so big an investment.
(If you don't have a PC already, keep

There are six easy -to -learn discounting and taxing while it helps you
programs in BMS, and they can work automatically update....
Accounts Receivable for a clear
alone or with each other.
picture of your open accounts to improve
For example:
Inventory Accounting helps you
maintain more responsive, and therefore
yruu
more profitable, levels of stock by taking
its information directly from....

The BMS programs work alone or as a team
You can start with one, such as General ledger or
Payroll, and add others later. Or, buy all at woe. If
you plan toown several, consider an IBM oomputer

■

I .

companies with smaller numbers,
cash flow and reduce bad debt.
Payroll keeps records, writes
paydtecks and W-2 forms, easily tackles
multiple pay rates and frequenctes, and
much more.
AcxouMs Payable not only writes
Accounts Pavahle

IBM

checks, it helps you decide to whom and
when. And, like other BMS programs, it
feeds into..
General Ledger, a "big picture"
program that gives you something all the
green notebooks and #2 pencils in the

Accounts Receivable

IBM

like the PC /XT. It lets you store all of them.
permanently, inside your machine. Very handy.
Here's another tip. IBM's new Petsottal Decision
Series (for spreadsheets, writing, graphing, etc.)

Little Tramp character licensed by Bubbles Inc.. s.a.

world never will:
The ability to see more quickly and
clearly not only where you are, but where
you're going.
To learn more, see an IBM Product
Center or authorized IBM PC dealer:
For their number, and a free
brochure, call this one-800-447-4700.
JIn Alaska and Hawaii, 800 -447 40890.)

Personal (computer Software
can take information directly from BMS. Very, very
handy. And ask about IBM Extended Support, a
way to get software updates and telephone assistance, direct from IBM.

Management
Information
Systems
Ron Dockery, Editor

Microcomputers: Making Them
Work for You
On December 21, 1981, the controller's department at 3M received its first three IBM personal
computers. The initial reaction was fear, indifference and disdain. However, as management
began to demand more timely financial information and analysis of future periods, our use
of the microcomputer increased. Today, we
have 260 microcomputers and our goal is to
have 300, a ratio of one microcomputer for every two employees in our department. We have
found the microcomputer to be a powerful tool.
Not only are we able to generate timely financial reports, but it has increased the department's accuracy, efficiency, and productivity.
From the very beginning, we avoided problems by establishing a centralized purchasing
system that would guarantee consistency in our
hardware. All microcomputer orders originate
from the controller's department. This practice
enables us to monitor expenditures for hardware and software and maintain budgetary control. The central data processing manager processes the order and has sole responsibility for
installing and maintaining the equipment, as
well as ordering the software.
One of our first microcomputer applications
involved quarterly financial estimate reports.
These reports include not only an income
statement but a "return on capital employed"
and a ''sources and uses of funds" report. The
sheer mass of numbers is overwhelming, and
as in any estimate, they are bound to change.
To cope with this problem, we started a program called the "database concept." Each 3M
operating unit receives the actual database format on a master diskette known as a template.
An electronic spreadsheet software package is
used by each operating unit to "build" its own
database. The data to produce the quarterly report is input into the template. Reports are then
generated quickly and accurately.
12

The database on the template contains all
historical and future period information. The
template also contains the output reports for
the reporting period. These output reports contain formulas which "pull" the necessary data
from the database. Because we have geared
our output reports to the database original, they
are easily updated by revising the database.
The database concept is useful to the division
controller because he can design reports without having to create a new database.
While the microcomputer is a powerful tool, it
must also have the flexibility to interface with
more "powerful" timeshare systems and the
ever present mainframe. I use the microcomputer in combination with our in -house timeshare system (to produce a "book" consisting
of financial information) for each 3M operating
unit, including overseas operations. I have two
days to consolidate, edit, print, and publish.
Each division controller is responsible for transferring predetermined financial information to
our timeshare system via a "transfer" program
written by our accounting systems department.
Once the data is transferred, I can then build
files on our timeshare system, consolidate
these files, and print the output reports on our
laser printer. The actual output reports are of
high quality and ready for reproduction.
Not only do we interface with other systems,
we also use the microcomputer as a display
terminal_ The software package PC lnterComm
captures information viewed on a diskette.
Once the information is captured, we use the
IBM Personal Editor software package to produce output reports that suit the users' specific
needs. The report is saved on the diskette and
then printed on a letter quality printer.
We are often asked about the problems of
security and "lost" data. The answer involves
logic and common sense. Users are encouraged to make backup diskettes at the time the
original file is created. More often than not, this
procedure is bypassed. From my experience,
the few minutes it takes to create, as I call it,
my safety stock, can save hours of frustration
in the event a diskette goes bad or a file is inadvertently deleted. My backup diskettes are kept
away from my primary work areas as a precautionary measure in case of a disaster. There
are ways to recapture "lost" data. Several "utility" software packages are available that allow
the tracks on the dis kette to be read and
saved. This is time consuming and the results
are often unacceptable; therefore, we use such
packages sparingly.
Security is always a problem when working
with confidential information. When leaving the
0, 10-66
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TO THE EDITOR
MANAGEMENT AC C OUNTING

Is the Spinach
To say that the magazine is dull is to
make a burlesque of understatement.
This magazine may be worthy of the
Nobel Prize, but for medicine, not for
literature. What the publisher has invented is a perfect nonchemical substitute for anesthesia. The thorough digestion of several issues, in one sitting, is to
be recommended in preparation for oral
surgery.
Oddly enough, this dullness is not
principally the fault of the contributors.
The fact is, the magazine looks dull! It
is unappetizing in appearance. From the
cover on, there is little about the magazine to entice the reader.
Certainly, everyone in skilled occupations has an obligation to keep current,
but in a profession that is buckling under the weight of information, there is
something truly insufferable about a
publication that presumes that its simple existence mandates attention. The
business world, as you well know, is a
marketplace of ideas. The job of an editor, if you'll pardon the liberty, is not
only to give the reader the benefit of the
editor's judgment, it is also to persuade
and induce the reader to avail himself of
that judgment. Don't just send us our
monthly medicine and admonish us to
take it for our own good — compete for
our attentions There is a virtual cafeteria of business and professional publications available today, and in that cafete-

We write the software that sets the standard!®
Aardvark /McGraw -Hill presents the newest in its line of indispensable microcomputer software for CPAs, corporate accountants
and tax professionals: CORPORATE PROTECTIVE ESTIMATES.
Corporate Protective Estimates calculates a corporation's quarterly estimated tax payments in just minutes, conserving your time

for more important tasks.
Corporate Protective Estimates calculates quarterly estimated
tax payments under the standard estimate ( Form 1120 -W) and under
all possible exceptions to the underpayment penalty. Preserve your
corporatioq's vital working capital by eliminating excessive tax
payments to the IRS.
RELIABILITY, ACCURACY, AND VERSATILITY
ARE YOUR RETURN ON INVESTMENT WITH AARDVARK'S

PROFESSIONAL FINANCIAL SOFTWARE.
AARDVARK MAKES OBSOLESCENCE OBSOLETE
Today's state -of- the -art software also serves you tomorrow! Program enhancements and updates reflecting tax law changes are
yours on a continuous basis for one low cost annual maintenance fee.

ria , MANAGE MENT AC C OUN T ING is the

spinach.
I have some specific suggestions:
Consider publishing bi- monthly. The
articles are seldom timely, so little
can be lost by delay. To be gained is
a thicker, richer, and more important- looking publication.
Don't use color if you're not going to
use it well. For example, I refer to
the cover of this October's issue. The
photograph is bleached, bland, and
uninteresting. No effort to match the
color temperature of the film to the
►�►�17
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For more information on how Corporate Protective Estimates can
save you time and preserve your working capital, phone 'Ibll Free:
1 -800-543.1300, operator 188 or complete the coupon below.
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Computers
and
Accounting
Alfred M. King, Editor

Tax Decisions: a New Software Package
Many NAA members prepare individual tax returns for friends and clients. Prior to year end,
there is often a desire to analyze alternate tax
strategies —for example, should one invest in a
tax shelter opportunity? This software package,
usable on most of the major personal computers, is readily designed to answer straightforward "what if ?" inquiries. The software has
been designed to handle all of the major forms
and schedules for the individual 1040 tax
return.
The system differs from many other tax preparation packages because it is much easier to
run, and it readily can make numerous alternate
calculations. There is, however, a minor handicap because the program, as presently offered,
does not print out tax returns. It is our understanding that this capability is in the process of
being developed. When it is, it should be an extremely powerful software program, one which
might be cost justified for analysis and preparation of three or four returns,
For the initial purchase price of less than
$300, the vendor will provide, at no additional
charge, any upgrades throughout the first year
as tax provisions or forms change. Subsequent
years' updates can be obtained at less than
$100 per year. The vendor guarantees that
anyone can learn to use the program in less
than one hour_ A maximum of two hours would
be a more conservative estimate, based upon
our "hands -on" experience.
This is a good package, which should be
considered by anyone wishing to engage in tax
planning. The software can be obtained at any
IBM Product Center and many software dealers. Otherwise, information can be obtained
from Terry Wright at Eagle Software, 993 Old
Eagle School Road, Wayne, Pa. 19087, (215)
964 -8660.
14

Using Financial Databases
One of the next major uses of personal computers is going to be accessing public databases. Perhaps the best -known financial database is Compustat, which is maintained by
Standard and Poors, a subsidiary of McGraw Hill. Summary financial information on some
6,000 companies is available through timesharing and personal computers. A competitive
source of information, known as Disclosure II,
extracts data filed with the Securities & Exchange Commission on more than 9,000 companies. In addition, Value Line has detailed historical data on about 1,650 companies. The
Conference Board and Townsend- Greenspan
and Co. provide other economic and forecasting databases. Users currently have access
also to innumerable U.S. government statistical
series on prices, production, cash flow, construction, foreign trade, exchange rates, and so
forth.
The really important factor to be considered
is not the database itself —how it can be accessed —but the tools that are used to go in,
get the data, and then format the information in
a usable form. For example, to develop a comprehensive industry report, data may be needed from three separate databases: industry
data published in various periodicals, financial
information on specific companies, and economic statistics and forecasts.
ADP Network Services has developed a family of software products that, accessing these
various databases, combines financial data
from companies with economic data. Then using a newly released database called PROMT,
compiled by Predicast, Inc., a financial analyst
can prepare reports on industry trends, companies, and the economy. The new PROMT database includes at least four years' worth of references from some 1,500 periodicals, including
MANAGEMENT ACCOUNTING, the Wall Street
Journal, and more obscure journals such as
"Laser Report."
Using a special program ADP developed,
known as DATAPATH, a user can download information from any of the databases mentioned
above to a PC. Then he can integrate all these
data, using a Lotus 1 -2 -3 spreadsheet. This
permits the final report to contain all types of
graphics, plus the data from several sources.
The entire report, in short, can be developed
and printed on the personal computer. Further
information about these databases and their
use on personal computers can be obtained
from Network Services Division, ADP, 747
Third Ave., New York, N.Y. 10017.
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Financicoi,Sobiare
Problems Solved.
20a

That's all it will cost you to mail us the coupon
below. But it will be a giant step toward solving your
financial software problems. A step that has already
been taken by finance and accounting managers at
hundreds of major corporations. They have since
found they can totally rely on financial software
systems by Data Design.
Why? Our Financial Applications Software
Packages�—all�of�which�are�developed by Data Design
—are�given�the�most�extensive�reliability�testing�in�the
industry, guaranteeing ease of use and trouble -free
installation.
No wonder, then, that Data Design was rated so
highly in the latest Datamation software survey. In
fact, in the ratings of General Accounting packages,
Data Design's Fixed Assets and Accounts Payable/
Purchase Control finished above all other packages
studied. Ahead of MSA, McCormack & Dodge and
Software International. Our General Ledger and
Capital Project Management System 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.
Follow -up maintenance (each customer is assigned their own personal Account Manager),
telephone consultation and a 24 hour emergency hotline service are included with the purchase of each
system. So are full installation assistance and in -depth
training (at Data Design or at your facility).

So you see, our reputation for excellence has beed
built on providing only the highest quality mainframe
software for:

�
�
�
�

�General�Ledger�Financial�Control
�Accounts�Payable/�Purchase�Control
�Fixed�Asset�Accounting
�Capital�Project�Management

To learn how these systems have solved financial
software problems for a broad range of medium to
large size companies on most major computer
systems, complete and mail the coupon below. Better
yet, save the 20` and call us today at 800 -556 -5511
(408- 730 -0100 in California). We'll do the rest.

�� TA T S
1279 Oakmead Parkway, Sunnyvale, CA 94086
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.
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.

Please send me additional information on your:
� �General�Ledger�System
� �Accounts�Payable�Purchase�Control�System
� �Fixed�Asset�Accounting�System
� �Capital�Project�Management�System
My�need�is:�CJ�Immediate�I�:�Short�Term�� �Long�Term
� �I�am�interested�in�attending�a�free�seminar�on�financial
application software.
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Data Sheet
Robert F. Randall, Editor

How Will Mergers Affect CPAs?
Big 8 firms are still reverberating from the
shock of the Price Waterhouse - Deloitte Haskins & Sells merger talks. As some firms cautiously evaluated their own market position,
others speculated on what advantages, if any,
would accrue to what would be the world's largest accounting firm —if the merger is consummated. Pannell Kerr Forster issued a statement
of position on mergers, pointing out that "Unlike mergers between manufacturing companies, where distinct products and purposes
such as diversification are involved, mergers in
the accounting world must be people- oriented.
In the accounting world, people are the product
sold and the inventory that must be kept in
good order. A national fiat saying that a 50 -person X firm office and a 50- person Y firm office
in the same city are to merge is hardly, in our
view, conducive to producing an efficient, harmonious operation. Instead of solving client
problems, which is our business, these offices
may be too busy solving their own integration
problems and soothing damaged egos." Accounting professionals also are waiting to see
what reaction Congress will have to the merger
fever. Representative John D. Dingell, head of
the Oversight and Investigations Subcommittee
of the House Committee on Energy and Commerce, has asked for an antitrust review of the
PW- Deloitte merger.

Pension Plan Expense Declines
Most of the nation's largest corporations report
a decline in pension plan expense for 1983, according to the 1984 Johnson & Higgins Executive Report on Large Corporate Pension Plans.
The average 1983 pension expense of the
country's 700 largest companies was almost
5% lower than comparable figures in 1982. Ten
years ago, an unfavorable economic outlook,
coupled with anticipated difficulties in complying with ERISA, led many to predict that pension plans would become unaffordable. But, according to Johnson & Higgins, pension costs
16

have stabilized thanks to a continued strong
performance in the stock and bond market; decline in inflationary pressures; and increased
use of specialized pension asset management,
including dedicated or immunized asset portfolios and expansion of investments in real estate. Carl S. Swope, J &H research head, said
that the company "found evidence that ERISA's funding guidelines are working, with four
out of every five plans able to pay all accumulated benefits."

Corporate Credit Cards Fail
Expense Management Test
Corporate credit card programs designed to cut
travel and entertainment expense are not working, says Gelco Payment Systems, Inc. Chairman Joseph M. Dale, commenting on a recent
study by his firm, noted "multipurpose credit
cards fail to solve problems and, in fact, may
increase costs. They simply do not provide a
total control system for business travel and entertainment expenses." He said that corporate
credit cards can actually increase costs as
much as 20 %; companies using credit cards
become involved in resolving problems of loss,
theft, fraud or unpaid bills; and to realize any
float benefit from the card, companies must delay reimbursing employees until the last possible moment. Moreover, informational reports
from credit card companies are generally incomplete, untimely, inaccurate, and unsatisfactory for management or control reports. Copies
of "The Corporate Credit Card" are available
from Gelco Payment Systems, P.O. Box 16069,
Minneapolis, Minn. 55416.

More Stress Computer Security
Senior management's awareness of the need
for computer security has increased, according
to a survey of general security and computer
security personnel, EDP auditors, and internal
auditors. Manufacturing and finance /banking
were the two industries showing the highest organizational concern for computer security, and
retailing, the lowest, according to Data Processing & Communications Security Magazine.

Business /Accounting Briefs
Arthur Young & Co. is forming Arthur Young
Business Systems, a new division to develop
and market products for computer training and
education worldwide.... Touche Ross International has opened an office in the People's Republic of China, which will be coordinated di[i
rectly out of its Detroit region office.
MANAGEMENT ACCOUNTING /DECEMBER 1984
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temperature of the light is apparent.
As for the time lapse feature of the
photograph, t he movement of the
machines is barely perceptible. The
photograph demonstrates little of the
assumed energy of the assembly line.
Rather, it demonstrates only that the
photographer better understands the
workings of his camera than he does
the workings of his subject.
3. In t ervi ewi n g i mp o rt a n t p eo p l e
doesn't make the magazine important. Information, editorial insight,
and good writing make the magazine important. The magazine's editorial policy has a "whistling in the
dark" quality. It seems to be reassuring its readers and itself that accountants really are important. But,
like many accountants, it seems to
be slightly astonished and bewildered when it's ultimately admitted
to the boardroom.
4. F i na l l y , MAN AGE MEN T AC C OUN T -

ING must ultimately come to grips
with its identity. Is it a scholarly
journal or is it a trade periodical? It
seems decidedly uncomfortable being both.
Jeffrey Manecke
Columbus Chapter
Columbus, Ohio
Mr. Manecke's crticisms—especially his
last three numbered points —were on
target. We've been trying to change and
improve the magazine for years, and if
you compare th is year's iss ues with
those five years ago, we think you will
agree we have made progress. We welcome bouquets —and brickbats —from
readers, and both are incorporated into
future issue planning, layout, and design. Eds.
A Superb Issue
I think the October issue of MANAGEM E N T A C C O U N T I N G wa s r e a l l y o u t -

standing from cover to cover. The article, "Roger Smith Steers GM... " was
really superb—one of the finest articles
I have ever read.
John B. Inglis
Northbrook, Ill.

Pra is e fo r NAA L ib ra ry

Introducing
COMPUTERS
FOR
CPAs AND
ACCOUNTANTS

Ju s t a n o te t o let y ou kno w t ha t I fe el
[NAA's] library staff people are nothing

less than terrific. I do not use them intensivel y, but when I do they really
come through. Obviously, I only call
when I have a problem. They have always so lved th e p ro b l em al mo s t
immediately.
As chairman of the Board of the Exchange National Bank of Olean, I am
asked to address local banking groups.
Last month 1 called the NAA Library,
and the ABA Library for hel p in research on costs in the banking business.
In t h ree d ays I h ad i n my h an d s a
wealth of precise material from NAA.
Three weeks later, ABA sent me one
book on a very general area.
Robert B. Oakleaf
Olean, N. Y.
Focusing NAA Membership
Just a note to tell you how pleased I am
with the NAA Technical Information
Service. Stan Stec has been most helpful
and saved me many, many hours of research time. I also value Stan's insights
in the concepts area.
I believe it has strengthened my bond
with NAA and served to focus the value
of my NAA memb e rs h i p to my
company.
Vince Beisch
Senior Accountant Specialist
AT &T Network Systems
Omaha, Neb.
The Language of Business
Congratulations to Kathy Williams and
Robert L. Shultis for their insightful article, "Roger Smith Steers GM into a
High -Tech Fu tu re" (Oct. '84 ). The
piece reveals the views of the prominent
CEO of a company that stands as the
keystone of America's modernized industrial base.
No better testimony than that of Mr.
Smith's contributions at GM could be
given to the assertion that accounting is
indeed the language of business. Accountants can and must be on the management team as a necessary contribut o r o f t h ei r an al yt i cal ab il it ies to
enterprise success. Their participation is
11-lip- 61
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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 Writingl
The Request for Proposal included in
your handbook lists hundreds of specific
questions for vendors to answer about
their computer systems. Because vendors
respondin 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
Order Computers forCPAs and Accountants todayand 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 and Accountants is
available at leading bookstores and computer stores nationwide. To order directly,
call

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

Harcourt Brace Jovanovich
12M Sixth Ave.
San Diego, CA 92101
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tants provided very little data. The
use of accounting data was probably
limited somewhat by the lack of accounting sophistication held by the
marketing managers who were typically responsible for new - product decisions. As was indicated in the 1971
NAA study, the use of accounting
data by marketing decision makers is
not necessarily the fault of the accountants. Marketing managers in
this study typically did not know what
type of information would help them
make better new - product decisions.
Some highlights of the study:

NAA
Research
By D.L. Flesher, T.K. Flesher, and G.U. Skelly

The New-Product Decision

in

The National Association of Accountants and the Society of Management
Accountants of Canada jointly are
publishing a new research book, The
New - Product Decision. It was researched and written by Dr. Dale L.
Flesher, CMA, professor of accountancy; Dr. Tonya K. Flesher, associate
professor of accountancy; and Gerald
U. Skelly, chairman of marketing, all
of the University of Mississippi. Following is a summary of the publication, which can be obtained by filling
out and mailing in the coupon ad
this issue.
Few business decisions are more
complex or more important than deciding how and when to make new product introductions. The importance of the decision is obvious, given
manufacturers' needs for a continuing
stream of new - product entries and
the knowledge that the failure rate is
usually quite high. Some of the perplexities surrounding the new - product
introduction decision are no doubt
due to the aura of mystery that exists
concerning the subject. In many companies, new - product ideas are generated, nurtured, and developed by a
group of change- makers. The responsible individuals are often independent of the usual lines of authority
within the organization. New - product
management is basically a discountinuous operation that often differs from
a company's established organizational structure.
The success rate for new products
is debatable, and varies among companies. Failure rates as high as 80%
18

to 90% have been quoted by numerous publications. Alternatively, one
recent empirical study estimated that
only about one -third of new products
fail (although several of the companies interviewed in that study had
100% failure rates over the previous
five years).' Part of the reason for the
variation in percentages can be explained by differing definitions of new
products. Some companies define
new package sizes as new products.
Others consider minor ingredient
changes as new products.
Given the complexity of the management function with respect to
new - product decisions, it is obvious
that the decision process cannot be
generalized based upon other types
of management decisions. Consequently, a thorough study of newproduct decisions was necessary in
order to determine how the decision
process operates. Once the new product decision process is thoroughly understood, the information can be
used by management accountants to
design systems and provide data that
will simplify the decisions. This research study was designed to learn
through empirical analysis the structure of the typical new - product decision process.
A Variety of Decision Processes
This study uncovered a variety of
new - product decision processes. At
some companies, the accountants
played a major role in the decision
process by providing key information
for the decision makers. At other
companies, however, the accoun-

1. There are few budget constraints
on the new - product decision process. New products are considered to be so important that development is essential regardless
of cost.
2. A variety of sophisticated quantitative tools are used in the new product decision process, but at
only a handful of companies.
3. The primary means of evaluating
new - product decisions is by use
of discounted cash flow analysis.
However, this method is normally
used in combination with the payback method. Estimated gross
profit percentage is also used at
a large number of companies.
4. Expected market share percentage is an important factor in deciding whether to introduce a new
product at most companies. This
factor is important regardless of
what the financial return statistics
indicate. The reason for the importance of market share percentage is because members of
distribution channels will not handle a produc t that has a very
small market share.
5. Idle capacity is an important consideration in the development of
new products at many firms.
6. Fewer than half of the companies
surveyed condu ct any formal
studies of their pricing strategies.
Most simply charge a price similar to a competitor's price.
7. Follow -up studies of why products failed are rarely conducted.
Most managers say they would
like to perform such studies if
they had the available time.
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8. Once new products have been introduced to the national market,
their progress is typically monitored by means of the regular
product line financial statements
which are prepared for all products. There is typically not any
need for special reports to monitor new products.
9. Most new - product decision makers are satisfied with the accounting data that they receive. Most
of the marketing managers in the
U.S. had little criticism of accountants and could offer few recommendations for improvement. On
the other hand, Canadian marketing managers seemingly had a
better knowledge of accounting
and were able to offer several
suggestions as to how accountants could assist the new -product decision process.
10. Some of the recommendations
as to how accountants could assist in the new - product decision
process involved the use of incremental costing, allocating advertising costs, providing more
analysis of data, and being more
cooperative.

tions, and variations in product type
and price (for example, the market for
consumer durables might necessitate
a different decision process than
would the market for food products).
The study was limited to the decision process at consumer products
companies. The reason for this limitation is because the market for non consumer products is sometimes better d efin ed t h an t h e m ark et for
consumer products. In fact, the customer of a nonconsumer products
manufacturer may even suggest new
products. Thus, the decision to introduce a new product would seem to be
more difficult for a consumer products
company.
The ultimate contribution from this
study should be an increased fulfillment of the information needs of marketing managers — particularly new product managers. If management
accountants have a better understanding of the new - product decision
process, they will be better able to
supply the information needed. Historically, accountants have rarely as-

Survey results are based upon personal interviews with corporate managers. The interviews were held at 17
corporations (10 in the United States
and seven in Canada). At each company, interviews were conducted with
the head of marketing (who may hold
the title of vice president of marketing), and the new - product manager.
The majority of participating companies were list ed on the stock exchange. There is nothing magical
about being listed on a stock exchange, but the companies had to be
large enough so that product line decisions are at least made regularly, if
not routinely. In addition, a few small
companies were included in the study
in order to analyze whether company
size had any effect on the new product introduction decision. The sample
selection process was designed in
such a manner that the companies
studied would meet a broad spectrum
of criteria. These criteria included the
aforementioned differences in company size, a diversity of regional locaMANAGEMENT ACCOUNTING /DECEMBER 1984

sumed leadership in the area of market ing cos ts . An earlier study
published by NAA concluded that this
condition "reflects greater concern
with other functional segments of the
business where organizational pressures are greater, the benefits more
readily quantifiable, and the subject
matter more familiar." 2 Consequently,
despite the advances that have been
made in information systems in recent
years, marketing managers have not
fully benefited.
Accountants are not totally at fault
in the matter of providing adequate information to management. Marketers
themselves have taken little initiative
in the quest for better accounting information. In most companies, marketing executives simply fail to understand the capabilities of the accounting system. This study should help to
open the channels of communication
between management accountants
and marketing managers.
IJ
'David S. Hopkins, New Product Winners and Losers. The
Conference Board. New York, 1980.
2
lnformation for Marketing Management, National Association
of Accountants, Montvale, N.J.. 1971
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Financial Reporting
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Accounts Payable System
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Good -bye, New York
Hello, New Jersey!
For 65 years, the Association led
a nomadic existence, moving from one location to another in bustling Manhattan.
Now NAA has finally settled down in its permanent home...
nestled in the serene ambiance of northern New Jersey.

By Donna Marks
The national office of the NAA has now said
good -bye to New York, after a 65 -year stay in
"The Big Apple." The Association moved to its
own building in Montvale, N.J., on the weekend
of November 3, after sojourning throughout the
city in rented quarters since 1919.
The NAA st aff o perated o ut of New Yo rk
through three wars and a Depression, occupying
eight New York offices in the first six decades.
A few weeks after its inception, the Association
set up administrative operations in our first office
at the foot of Manhattan. Within this first year,
we faced a big test of our strength. For several
months, planning for what was envisioned as an
annual general meeting —even then termed Annual Conference —had been under way. When it
convened in Atlantic City on September 23 -25,
1920, the officers were gratified to find 200 cost
accountants -10% of the membership — present.
Three months later, the first Year Book was issued, and a review of the progress achieved during
the first year proved that the National Association
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of Cost Accountants (NACA) was established on
solid ground. Without a doubt, the Association
filled a specific need in an area of American business not yet ad equat ely s erviced. Our fu ture
growth and prosperity were assured —but we still
did not have a permanent home.
The man empowered to set up and run the office for the new organization was Stuart Cameron
McLeod, affectionately known as "Doc" McLeod.
He was the first holder of this top staff position,
and was followed, in 1944, by Wyman P. Fiske.
From 1948 to 1961, Arthur B. Gunnarson held
the post, and Rawn Brinkley —who is well remembered as a most gracious host of a memorable
office "excursion" at his home in Greenwich,
Conn. -- carried this title from 1961 to 1964, when
his title was changed to the present Executive Director. Mr. Brinkley retired in 1970 and was succeeded by William M. Young, Jr., who held the
position until 1980. He was then succeeded by
Robert L. Shultis, the current executive director.
Wandering in Manhattan
Our first office was opened on December 7,
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1919, at 20 Vesey Street, in lower Manhattan.
These temporary quarters soon proved inadequate, and on May 1, 1920, "permanant headquarters" were leased in the 60 -story Woolworth
Building, 233 Broadway, then the tallest building
in New York. Although it is not known how large
a staff was employed in the first years, early financial records indicate that stenographic and clerical
help handled the escalating workload created by a
rapidly growing Association. By the end of the
second year, five chapters— Boston, Chicago,
Philadelphia, Pittsburgh, and New York —had
been chartered and a manuscript competition established.
In April 1921, the office was moved from the
Woolworth Building to the Bush Terminal Building at 130 West 42nd Street. A year later, regional
conferences were set in motion, and the Charles
R. Stevenson Trophy Competition was created in
1924. In April 1927, another move was made, and
the Association established itself at 26 West 44th
Street. Three years later, NACA moved farther
uptown to 1790 Broadway. The next move —in
September 1934 —then took us to the Eastside, to
385 Madison Avenue, where, in 1935, the employment service department was established and a
circulating library was installed. NAA made its
home here for 15 years, until October 1949 when
the Association's official address was changed to
505 Park Avenue, for one of its longest stays in
one spot. Five -oh -Five was "home" for 21 years
until the move was made in June 1970 to the final
site in New York -919 Third Avenue —where we
spent our last 14 years.
Our itin erant mo ves in l ower and midtown
Manhattan were motivated by the reason that
causes most families to move: growth. As the Association's activities and membership increased,
so did the responsibilities of the staff... calling for
more personnel to service members.
In the early years, senior staff members used
the NAA office only to repack their briefcase before they set off again on their evangelical drive to
recruit cost accountants for the fledgling organization. "Doc" McLeod himself was indefatigable,
traveling by airplane, train, and automobile to existing and incipient chapters all over the country.
It was his wont to play a little golf with the Association president in the afternoon and then attend
a chapter technical meeting in the evening. In this
way, through his personal charm and correspondence originating from the New York office, he
helped knit together the new organization.
In 1957, members of the Association elected to
change the name from the National Association of
Cost Accountants to the National Association of
Accountants. The dropping of the word Cost from
the original name signified the fact that since the
Depression years, members were becoming more
22

and more concerned with phases of accounting
beyond the narrow parameters of cost accounting —that the Association was no longer, in practice, simply a cost accounting association. Without the restrictions of a qualifying adjective, the
NAA could better continue to grow in whatever
direction time, changes in accounting, and interests of its members might determine.
FSres, Blackouts, and the Beatles
In the past 65 years, the national office staff
survived several other notable experiences besides
moving. These included several fires, a transit
strike, and two citywide blackouts. The two largest fires took place while the office was housed in
its last location at 919 Third Avenue. The first
fire, on December 4, 1970, did not directly affect
the running of the office because it broke out in
the five -story extension of the building. Although
the building had to be evacuated, our staff was
ab le t o retu rn t o th e 2 6t h fl oo r by t he s ame
afternoon.
The second fire broke out the night before Friday, March 13, 1981. It gutted part of the executive offices on the 26th floor, in addition to the
library, the conference room, and the front hall.
Apparently -the fire was caused as a result of an
electrical problem. Miriam Redrick, manager, Library Services, who had just started -her job a few
days before, explained that the library was the
worst hit department and suffered the loss of some
irreplaceable material and NAA documents. Fortunately, the Association was able to replace
many documents and out -of -print books with the
help of resourceful members and through some
out -of -print book services. Ms. Redrick noted that
although emergency crews worked around the
clock over the weekend to clear away the fire
damage and restore offices to workable conditions
by Monday morning, the major overall clean -up
took three months. "We took phone calls from
members during that time, but we couldn't allow
visitors, for safety reasons," she added. She said
that soot is still being found on some books on the
shelves —an abiding reminder of the tragedy.
The blackout of 1965 was only a few hours
long. It hit the city during a warm spell, on a
pleasant January evening, according to Bob Nolan, manager, Public Relations and Promotion.
"It brought out the best in people," Mr. Nolan
recounted. "Some helped people go down the
stairs while others were directing traffic on the
streets." Many staff members found different
ways of getting home, such as walking and hitching rides. Some Brooklyn residents had to walk
over the bridge between Manhattan and their borough when subway trains stalled, while others
rented hotel rooms because their regular commuter lines were shut down.
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The Mad Summer Rush
The biggest procedural change at the national
office during our growth years, both for members
and staff, was the change in the membership billing procedure. Jack Vavasour, managing director,
who was in charge of this process at the time, explained that prior to the 1960s, there was one cycle —all billing went out to new members, and to
those renewing membership, in April. Most membership dues were received between June and August, and a huge volume of processing then had to
be done. Many summer temps were hired and
trained for this specific job. Angie Encarnacion,
supervisor, Member Records, remembers the o
around. "It was great fun having them around; everything was more lively then,” she said. Piles of
let ters an d ap pl icati on forms co ul d b e seen
stacked in mounds on the floors and desks of the
department, and the temps —most of whom were
college students on summer break— helped reduce
them fast. There were usually at least five of them
wo rk in g, and man y c ame b ack f o r s e veral
summers.
Of course, all the monies received from membership dues and fees was needed and used for exthroughout the year, so that by the end of
that one fiscal cycle the Association was usually
very low on funds. Now the anniversary date of a
person's application becomes the beginning of his
or her cycle. This system was established to level
throughout the year and to spread out the workload for the stall.
MANAGEMENT ACCOUNTING /DECEMBER 1984

Working
9 Toward New Jersey:
Fixing Costs . . . and a Stream
At a meeting in Washington, D.C., in June 1982, in conjunction
with the Annual Conference, the National Board of Directors approved the acquisition of a suitable building for the Association's
offices in Montvale, N.J. The office location had been the subject of
intense meetings, research, and negotiations for two years. Several
other locations — including Dallas, Texas —were considered for our
new permanent home. On November 3, 1982, a formal agreement
of sale was signed to purchase the land on Paragon Drive in Mont vale. The latest move, relatively problem -free, was made easier by
the fact that we now have our own parking lot and loading dock,
and the movers had only two floors to contend with. The movers
had to use elevators to both the 26th and 2nd floors in New York.
The move was made in order to fix the occupancy costs of the
Association. According to Association President Herb Seif ert, in
his letter to chapter presidents, "We had been paying approximate ly $16 a square foot... with no safeguards against future escalalions. The Association had been advised that when the then cur rent lease expired in April 1985, rent would escalate to $35 a square
foot. We were then occupying 25,000 square feet in the building.
According to Ken Benson, managing director, Finance and Administration Division, the Institute of Management Accounting (IMA),
in Ann Arbor, Mich., occupies 4,000 square feet in the City Center
Building, and the Association had rented storage space in Long Island City, N.Y. Our new home in Montvale covers 40,000 square
feet. By constructing our own building, we stabilized our occupancy cost at about $16 a square foot.
Total cost of the project, including land, building, furniture,
equipment, and moving expense is estimated at $6 million. The
Board of Directors authorized an allocation of $2 million from the
Association's Reserve Fund, and the building project qualified for
New Jers ey E cono mic Development Auth orit y fu nds, in the
amount of $4 million. Former Association President Charles
Smith, Jr., led the ground - breaking ceremonies on August 23, 1983,
attended by numerous NAA dignitaries, spectators, and well-wishers. That same afternoon, heavy earth- moving equipment lumbered
in to begin construction.
A stream that runs through the property caught the attention of
the Environmental Protection Agency (EPA) early on. This attenlion temporarily stalled the construction and led to a public hearing
and certain assurances regarding NAA's plans for the stream. The
whole issue was finally resolved after several months of legal con
con-troversy, and the relocated stream is now an integral part of our
landscaping.
The Building Fund was organized in early 1983, with a commit tee under the chairmanship of Warren Byrne. Various solicitation
programs are now being conducted, involving the general membership, chapters and councils, national boards of directors, and the
Stuart Cameron McLeod Society. All proceeds are targeted exclusively to offset costs relating to the new building. More than 600
pledges and donations have been received so far, with $500 as the
average donation. (See p. 64.) The building is home for each and every member of NAA, and is one in which we can take pride. El
„

Long -time staff members also recall the '60s
when hundreds of screaming teenagers crowded
behind police barricades, hoping for a glimpse of
the Beatles who were staying at the Delmonico
Hotel, just across Park Avenue from 505. Some
remember seeing Ed Sullivan and Rocky Graziano in the neighborhood. At 919 Third, NAA
staffers could drop down 26 floors after work to
catch Woody Allen playing the clarinet at Michael's Pub.
During our years in New York City, many romances flourished —as they do in any office. At
least three members of the staff met their future
spouses while employed in the congenial NAA office environment. Indeed, even Doc McLeod, our
first Secretary, found his future wife —his personal
secretary —in the New York office.
Now retired, Jean Adamoli joined the staff just
before "Doc" McLeod died in 1944. She remembers the first Secretary coming into the office each
morning, dapper- looking, smiling, and carrying a
cane and hat. A bon vivant, who was an organizational genuis, he loved to attend boxing matches
and rub shoulders with New York celebrities.
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We also went through several data processing
systems, starting with the IBM 407 accounting
machine and keypunch system and then a Honeywell 120 computer in the mid- 1960s, after
which we switched to the UNIVAC 9400 computer and CRTs. Now, we are using the Burroughs
B1900 computer, an on -line system which has
been installed since June 1983. According to Pedro Lopez, senior computer operator, "If you
think we have problems now [with our computer
system], you should have seen how things were
before... this system is the best we've had yet."
The End of an Era
Hundreds — perhaps thousands —of clerical and
professional staff members served the Association
during its 65 years in Manhattan. Some —Ray
Marple, Walter "Doc" MacFarland, Jim Lanham,
Don MacKenzie, Harry Russell, and Russ Hardy,
to mention a few —will be well remembered by
long -time NAA members.
The move to New Jersey marks the end of an
era for the Association. A number of our long-

time staff members will help get the Association
established during its transition period and then
retire. Inevitably, a new cadre will be hired and
promoted to help serve the membership into the
next century.
From the time of its founding 65 years ago, the
Association has proved itself adaptable to change
and equal to all challenges consistent with its objectives. It has evolved into a strong, viable organization, with deep domestic roots and flourishing
international branches. After a nomadic existence,
we finally have a home of our own, where the entire NAA staff can be housed together and continue to supply the high quality service envisioned by
the founders. The IMA is expected to join us on
Paragon Drive in April 1985.
So long to all the traffic problems, and congestion of New York .... Although we will miss the
great shopping, the marvelous restaurants, and
the exciting ambiance of the city, we welcome the
change, and look forward to another 65 years —
and more —of superior service... this time in the
more serene atmosphere of New Jersey.

NATIONAL OFFICES OF THE
NATIONAL ASSOCIATION OF ACCOUNTANTS

* FIRE EXITS
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Directions to the
NATIONAL ASSOCIATION OF ACCOUNTANTS
10 Paragon Drive, Montvale, New Jersey 07645
* YoerwuE. R J
AREA

'

i

\
\

oEraa
eEiow
N
I
W }E
R

�

N

_

o4 E

3
aY
a<
.r

OEOM 100/1W 11 /0R

f

IIW 00E

M0M[Y 11I

P

Y,uOR eEEW N

J

wt

r

UGUAftm

NEW 1'OWI

9

1

1

--

REW� 11R

r01w r. Kw/EOr ..

rnMMAtlorui
•E1roMr

TO NAA VIA TAPPEN ZEE BRIDGE
Mew VON III

TWWYU

FROM NEW ENGLAND AN13
NEW YORK CITY
Major Deegan Expressway to New York
State thruway [Governor Thomas E.
Dewey thruway), over Tappen Zee
Br id g e to Ex it 14 A

a,

Sc h oo l ho u s e Roa d Ex it go i n g S ou t h o n
Ga r d e n S la t e Par k w a y

N
I

+

To m l e f t

Spring Valley Road. Turn right on
Summit Ave one block and turn left on
Paragon Onve

'xy

I

S

a� �rowE

NAA NNNNUI OffNx

TO NAA VIA GEORGE WASHINGTON
BRIDGE FROM NEW YORK AND
SOUT HERN NEW JERSEY

0 , NG

r

r

m

_

_

11111
9

na.
\
uxx

–inn�.M

STORAGE &

-

Georg. Washington Bridge to Route 4,
to Houle 17 North, to Garden Stale
Parkway North, to Exit 172 Right turn to
first tra[lic light and left turn on Paragon
Drive�tRetun�—g�to�New�York,�Garden
State Parkway South to Exit 183 to
Route 17 to Route 4 East)

-n■

Facing the Ethics Involved
in Technical Obsolescence
How could this management accountant
state the company's obsolete inventory values fairly
and yet not endanger a proposed merger?

By Rita J. Hopewell, Eileen S. Klink,
and Reuben W. Coleman

Rita J. Hopewell, CMA,
is an associate
professor in the
department of
accountancy at
California State
University, Long
Beach. She holds a
DBA degree from the
University of Southern
California. She is a
member of the Long
Beach Chapter,
through which this
article was submitted.
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You are the controller for a company whose excellent product line of electrical office equipment
has just been relegated to the "buggy whip" market by another company's introduction of the latest state -of -the -art computer. Suddenly you face
the problem of inventory valuation.
Proper recognition and recording of asset value
in accordance with generally accepted accounting
principles is one of the most difficult yet most
common ethical issues facing management accountants today. Specifically, GAAP requires the
recognition of loss of value when it has occurred;
the operative phrase creating a judgment call is
"when it has occurred." To maintain stability of
balance sheet /income statement showings, company decision makers often will be at odds with
their management accountants over when and to
what degree losses should be recognized.
For example, management may favor postponement of loss recognition, arguing that there might
be a market for this particular "buggy whip."
You , t he managemen t acco un tan t, do ub t t he
probability of this occurrence and are compelled
by ethical standards to write off what you consider obsolete inventory, yet you are in a quandary
over jeopardizing the financial future of the company through the impact of financial statement

losses. Adding to this predicament may be another bottom line —the loss of jobs for employees
and /or the possibility of jeopardizing your own
job if you buck management. What should you
and other management accountants do in this
situation?
Setting the Stage
Consider, for a moment, the situation in the office equipment industry from the late 1950s to the
present. With the first commercial computer application, management became aware that electronic computation and retention were superior in
speed and reliability to existing mechancial and
electromechanical systems then in general use.
While the cost of vacuum tubes had been prohibitively expensive, the development of iron ferrite
cores and subsequent solid state devices promised
to reduce the unit cost of information processing
dramatically. At the same time, there was a huge
capital and human investment dedicated to the
production and maintenance of electromechanical
systems. Indeed, so much importance had been
placed on the loyalty of the company to the employee, as well as on the employee to the company, that the mere suggestion of technological obsolescence of the individual was anathema to the
whole management philosophy.
During the 1960s, electronic calculators and
electronically controlled office equipment began
MANAGEMENT ACCOUNTING /DECEMBER 1984
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the relative difficulty in making the adjustments.
What Ethical Issues Are Involved?
The ethical aspects posed by the increased frequency of technical obsolescence today are complicated. From a tax standpoint, a company is rest ri ct ed fro m cl ai mi ng a lo ss u nt il p hysi cal
disposal of the property occurs. From the standpoint of GAAP, the valuation of inventory at lower of cost or market normally would include a revi ew o f t h e p rob ab l e reco very o f co st p l u s
marketing costs and the establishment of an appropriate reserve for those products having market value less than cost. But neither standpoint
addresses the problems of some modern industries
in which "state of the art" today can be a "buggy
whip" tomorrow.
The guidelines for the management accountant's job performance are clear. The National Association of Accountants' Statement 1C, Standard s of Eth ica l C ond uct for Management
Acco unta nts, ad d ress es t hi s i s su e i n th ree
standards:
• Under Competence — "Management accountants have a responsibility to: Perform their
professional duties in accordance with relevant
laws, regulations, and technical standards."
Technical standards and GAAP clearly require
the recognition of loss of value when it has
occurred.
• Un d er Integrity — "Management accountants
have a responsibility to: Communicate unfavorable as well as favorable information and professional judgments or opinions."
• Un der Objectivity — "Management accountants
have a responsibility to: Disclose fully all relevant information that could reasonably be expected to influence an intended user's understanding of the reports.... "

Eileen S. Klink is an
assistant professor in
the English department
at California State
University, Long
Beach. She holds an
M.A. degree from the
same university. She
teaches a course on
"Communications for
Accountants and
Financial Managers."

Reuben W. Coleman Is
a staff accountant at
Excellon Industries. He
holds a BBA degree
accounting from
Sinclair College. He is
president of the Long
Beach Chapter,
in

to appear on the market. Suddenly companies'
survival depended on their ability to adopt and
adapt new technologies or fold their corporate
tents. IBM had been the leader in business applications of computer mainframes almost from the
start and commanded a significant share of the
electric typewriter market, but others found themselves vulnerable.
Take NCR, for example. NCR (National Cash
Register) probably was typical of what was perceived as a well - managed business in that period.
Strongly entrenched in retail businesses from
"mom and pop" stores to the largest retail chains,
NCR's whole marketing approach had focused on
the realization that the "mom and pop" store of
today was the Sears or Safeway of tomorrow. In
each service center, the company strove to maintain its reputation that "If we sold it —we service
it." Despite the impact on inventory turns, it did a
remarkable job in making the reputation fact.
In a dramatically brief period, however, that relationship and the company's situation changed.
The advent of low -cost, point -of -sale equipment
introduced more than just a new factor in the
market —it became a whole new equation. The
dramatic difference in price of entry -level equipment from offshore suppliers was significant
enough to persuade some people to want to buy
that equipment, despite the lack of mature service
organizations to accompany it. In many cases, the
cost to replace equipment was less than the cost to
repair, so the decision to buy the imported product was an easy one.
Now NCR was faced with two big problems:
what to do with a massive accumulation of parts
and assemblies for machines that had marginal
economic viability and what to do with the asset
base and manufacturing organization that had
been assembled for the primary function of making electromechanical business machines. The accountants were faced with the problem of when
and how much of the loss to recognize in the financial statements and how to sell their opinion to
top management and the auditors.
In 1972, NCR recorded a significant write -off
of obsolete inventory at least partially composed
of parts for machines no longer in production, and
ultimately the production organization in Dayton,
Ohio, became little more than a memory in the
minds of those who shared in its one -time prosperity. Since then, new production facilities requiring new talents have arisen in several communities around the country and around the world.
That NCR survived, even thrived, is testimony to
the fact that decisions were made that enabled the
company to accommodate a radical change in
technology. It does invite speculation, however, as
to the effect a code of ethics might have had on
the timing of the recognition of the problems and

Such clear statements of professional ethics
may strengthen the determination of the management accountant, but they will not solve the practical problem: An ethical standard does not provide
a compelling argument for the executive decision
maker. It will not convince him of the need to recognize a loss, publicly and formally, in a timely
manner, so the management accountant needs
good business reasons to make the case for disclosure. Essentially, the management accountant
needs to justify the write -down or loss recognition
in terms of its effect on the relevant decision about
the future health of the entity.
Stating the Business Reasons
Perhaps the most cogent business reason an accountant can cite is the negative impact that could
result if the losses are not recognized in a timely
27

In some
industries,
'state of the
art' today can
be a 'buggy
whip'
tomorrow.

manner. Typical of this potentially negative impact is the recent situation incurred by one major
Fortune 500 company. With a merger in the developing stages, this company found itself overloaded with overvalued, virtually obsolete electronic components. The combined adjustments for
the write -off and write -down of the inventory
could have meant hundreds of thousands, or perhaps even millions, of dollars, depending upon
who was making the estimates.
The public accountants fought for their million dollar adjustment, while optimistic management
kept reassuring auditors that there were potential
buyers for their less- than - state -of -the -art merchandise. In between these two forces was the
management accountant. His ethical dilemma was
to compl y wi th GAAP and the "S tand ards of
Ethical Conduct..." while trying to satisfy both
parties in meeting their objectives —the fair statement of inventory values and the successful merger of his company with a capital -rich entity.
As the public accountants neared the end of
their audit, chaos loomed when the proposed adjustments grew in enormity. Rumors spread about
the possibility of a management shake -up and the
collapse of the merger plan should the company
have major asset value changes.
Not surprisingly, a compromise resulted. The
public accountants did not get all the write -offs
they wan ted, an d man agement h ad to accept
greater write -offs than it wanted.
The ethical dilemma for the management accountant was far - reaching. First, he had to figure
out how to state the inventory fairly and still not
upset management. Second, he had to consider
what fair inventory valuation was — without considering the potential merger. Adding to the complexity was the proposed merger itself. To impede
its success meant endangering the jobs of hundreds of employees who would be affected.
What was the solution to the above ethical dilemma? With a bit of foresight, better inventory
controls, and compelling business reasons to convince management to agree to periodic write -offs
and write- downs, this ethical problem could have
been averted. Specifically, the company should
have employed a system to identify accumulated
or potentially obsolete inventory it might not be
able to move. With this system, it would have
been able to recognize inventory losses when they
occurred, thus eliminating the ethical issue.
Recognizing Obsolescence
For example, early recognition of obsolescence
was effected by one international holding company by establishing formal policies in line with the
above - mentioned ideas. This conglomerate set the
following objective, measurable criteria for determining write -downs and write -offs:
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1. Inventory must meet the criteria of current inventory to be carried at full value. (Current is
defined as having some usage or demand within the past year.)
2. If it has been consumed, does the amount on
hand exceed a two -year supply? If so, a review
for write -down or write -off of inventory should
be performed.
3. There should be an ongoing subjective review
by technically qualified personnel to provide
early warning of technical obsolescence.
4. For financial statement purposes, inventory is
carried at value, and a reserve is established for
that part which is obsolete.
However, in establishing a policy, management
rarely will consider on ly the ethics involved.
Thus, the management accountant needs to justify
the write -down or loss recognition in terms of its
effect on the future health of the entity. For example, in order to recognize a loss in a timely manner, the accountant must convince management
that the loss has occurred and that there are good
business reasons for reporting it in accordance
with GAAP.
Besides mentioning the adverse effects, the
management accountant can argue ethically in favor of the benefits the company would derive
from the early recognition of loss. It is obvious
that a sizable write -down of inventory value damages the image of success that a company wishes
to project. Indeed, the net income amount and
earnings per share, and such commonly used ratios as net income /sales and ROI, are adversely
affected by a loss. However, unrecognized encroaching obsolescence also damages the financial
picture by reducing inventory turnover and income as sales lag. Because the pricing policy of
many firms is geared to the book value of cost of
the product, an unrealistic value can effectively
price the product out of the market sooner than
necessary, speeding up the actual obsolescence.
Thus, it is essential that the marketing decision
makers who establish pricing policy recognize the
realities of the marketplace and price accordingly.
Ultimately, a price greater than the variable costs
of production and incremental costs of disposal
will return a positive cash flow, even if it results in
a negative income figure, and cash flow can be
more important to the long -run health of a firm
than profit. In other words, if the best alternate
response to obsolescence is divestiture of the division or product line, a positive cash flow can make
the segment or product line attractive to potential
investors.
Strengthening the Case
There are still more good reasons for early recognition of loss. For instance, early recognition of
MANAGEMENT ACCOUNTING /DECEMBER 1984

the loss of value and approaching death of a product line would provide a clear signal to the innovator —the individual with a new idea —that the
firm is ready to consider modification of the product line and is receptive to new ideas. A refusal to
recognize potential obsolescence is a clear signal
to the innovator that he would be wise to take his
idea elsewhere. Similarly, prompt recognition signals the salespeople that the company is looking
for new products and tells production people that
there will be capacity available for new products.
Retention of inventory at unrealistic value is giving the wrong signal to everyone concerned. It
tells the world that the firm has its head in the
sand, is not receptive to.new ideas, and is not alert
to changes in the business environment.
A planned and documented policy statement of
the firm can be more helpful in the effort to face
technical obsolescence than a code of ethics. Company policy should require a frequent review of
competitors' products and lost customers. Established company policy needs to define measures to
be monitored as early warning signals and actions

to be taken in response to such signals.
The Code Can't Stand Alone
In summary, although the code of ethics for the
management accountant is an appropriate step toward enhancing the professionalism of the practice, it still does not help resolve some real ethical
issues facing the management accountant. The
code of ethics can only strengthen the management accountant's determination to comply with
GAAP. In order to effectively comply with these
standards, however, the accountant needs to consider business reasons for this compliance. He or
she also needs to convince management that there
are benefits to be gained from compliance and
that, indeed, there are good business reasons, too.
Finally, company policy should specify clear criteria for recognizing problems in compliance and
preferred solutions. Such policies will not only
make the code of ethics effective —by eliminating
potential ethical dilemmas —but at the same time
they can ensure company stability as reflected by
the financial statements.

Taxes
8-4 -4

matter, seems particularly inappropriate when we consider its
possible ramifications on the tax
system as a whole. In accordance
with the foregoing, to the extent
that our prior cases hold that a
shareholder's non -pro rata surrender of a portion of his stock to the
issuing corporation results in an
ordinary loss, they are expressly
overruled.
Note that the shareholder is not entirely denied of receiving any benefit
from the transaction because the basis
of the surrendered shares is added to the
basis of the retained shares. This results
in decreasing any recognized gain or increasing any recognized loss on the subsequent sale of those retained shares.

Several dissenting judges disagreed
with the majority opinion. First, they
rejected the majority's conclusion that a
disproportionate surrender of shares of
stock remains an "open" transaction by
arguing that the requisite profit objective for dealings in property is established when the property is acquired
and not when it is disposed. That the
taxpayer's reasoning for surrendering
the stock was to enhance the value of
the corporation, and thereby the value
of his remaining s hares, cannot and
does not negate the original profit motive. The transaction must be considered closed and, as long as the surrender
is not considered a gift, any resulting
loss deductible.
The minority was also unpersuaded
by the majority's concern over potential
tax avoidance of Section 165(g). They
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argued that traditional tax common law
doctrines (substance over form, step
transaction, sham, etc.) are sufficient to
deal with any abuses that arise. The minority opinion stated that if a taxpayer,
as in this case, surrenders shares with a
genuine goal of preserving his corporation's existence, as opposed to an anticipatory triggering of a loss from a soon to-be worthless stock investment, there
is no reason why an ordinary loss deduction should be disallowed.
The implications and possible ramifications of this new rule are significant.
Taxpayers may not be as easily convinced to be involved in a non -pro rata
surrender of their shares of stock in order to help a corporation in failing financial health if they cannot even realize, at the minimum, an immediate tax
benefit from the transaction.
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Measuring the Division
Manager's Performance
New performance measurements can improve
top management's ability to evaluate division managers
according to both the long -term and short -term impacts of their decisions.

By Curt Brouwer
Today's performance evaluation methods often
cause division managers to act in ways that improve a company's short -term performance but
harm a company's long -term prosperity. For this
J
1
reason, the development of proper methods for
man agemen t eval u at i o n h as b ec o me a t o p
Curt Brouwer is
currently pursuing the priority.
M.S. degree in
Corporations now more than ever rely on the
Accounting at the
University of decision - making and management abilities of their
Wisconsin- Madison. division managers. Corporate CEOs are.deterHe was graduated
from the University of mined to create atmospheres where entrepreneurWisconsin- Stevens ship is encouraged. They realize U.S. corporations
Point in 1979 with a
B.S. degree in have created atmospheres that stifled creative
business thinking and "risk taking" among employees and
administration and
economics and has especially among managers. Many executives
worked as controller of think this has been a major reason American inthe Blackhawk Credit
Union. He submitted dustry has not been able to compete with foreign
this article through the companies in development of new products and
Madison Chapter.
manufacturing processes.
During the recent recession, many companies
drastically trimmed the number of middle management and corporate staff positions. For example, Brunswick Corporation slashed its headquarters' staff by 40 %, and the division presidents now
report directly to the chief executive. Crown Zellerbach Corporation eliminatcd three layers of
management, leaving the plant manager responsible for the success or failure of his operation. The
30

effect of these cutbacks, and the change in corporate attitudes has been to increase the division
manager's responsibility for implementing corporate strategic goals. Many decisions regarding
capital expenditures, new product development,
product mix, human resource development, and
marketing have been pushed further down the organizational chart and are currently made at the
division management level.
This development provides a challenge for management accountants to create measurements that
will aid top management in evaluating division
managers according to both the long -term and
short -term effects of their decisions and actions.
Measurements also must be developed to determine if a manager is successful in implementing a
corporation's strategic goals.
The Short /Long Trade -off
The best evidence of how managers currently
are evaluated is to determine on what basis compensation bonuses are paid or how division managers are rewarded for good performance. At the
division level, bonuses historically have been determined on the basis of:
• Return on investment or abso lute di vision
profits,
• Division profit performance,
• Profit performance as compared to the indusMANAGEMENTACCOUNTING/DECEMBER
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try's performance, and
• Achievement of profit target or plan.'
These measurements put a heavy emphasis on
short -term financial performance and may encourage a division manager to make decisions that
improve current year financial performance at the
expense of long -term corporate health. This practice is called the sh ort /l ong tradeoff, and is
achieved by making the following decisions:
• Postponing capital outlays. Capital outlays typically have a negative affect on return on investments and profits the first years after expenditure. Therefore, postponement will enhance a
division manager's current -year performance.
• Deferring operating expenses. Several types of
operating expenses can be deferred to enhance
profits and return on investment. These expenses include research and development of
new products.
• Reducing operating expenses. Several operating
expenses can be reduced to increase performance measures with detrimental effects to the
long -term. Examples are training expenses, preventive maintenance expenses, and quality control measures.
• Product mix; A division manager, handling mature products as well as new products, may be
tempted to focus his efforts and resources on
the mature product because it immediately offers higher profitability. Instead, the focus
should be on what future profits can be derived
from the new product.
The motivation for division managers to act to
improve short -term performance, even if longterm performance suffers, is quite strong because
their compensation is usually based on short-term
performance. If a division manager acts to enhance long -term profits, at the expense of short term profits, he may never be rewarded for these
actions. Historically, a division manager stays
with a particular division a short time. He may
not be in charge when the division profits are increased as a result of his actions. Additionally,
short -term goals and results are more visible and
more easily comprehended than long -term goals.
The pressure on a division manager to emphasize short -term performance increases in times of
financial difficulty. This type of action can have
disastrous long -term consequences. U.S. memory
chip manufacturers lost the production and technological lead to Japanese competitors because
they cut planned research and development expenditures and capacity expansion to conserve financial resources during the 1974 -75 recession.'
In one major American company, a division manager, feeling the pressure to enhance annual profMANAGEMENT ACCOUNTING /DECEMBER 1984

its, took action to reduce his workforce. The end
result was the unionization of th e company's
workforce. This decision saved costs in the shortterm but resulted in significantly higher costs over
the long -term. This manager accomplished his
short-term goal, but the company lost one of its
strategic advantages.'
Measurement Guidelines
New measurements should balance short -term
financial goals with the long -term strategic and financial goals of the corporation. They need to be
flexible enough to allow management to emphasize specific goals for each division, and to evaluate the progress in accomplishing these objectives.
The following points need to be observed:
• Use appropriate accounting procedures. Managerial accountants must fight the tendency to
use the same procedures for internal planning
and control as for external reporting purposes.
Several accounting procedures can be altered to
provide a more useful basis for management.
evaluation.
• Include nonfinancial measures. There are several types of measurements important to the longterm health of the corporation but not financial
in nature, such as product quality. Whenever
these measurements can be properly quantified
in financial terms, additional usefulness will result, especially in the determination of financial
benefits of proposed capital expenditures.
• Avoid single measurements. Any single measurement will emphasize either the long -term or
the short-term performance of a division manager. A single measurement will allow a division manager to increase his performance without any real long -term benefit to the company.
In addition, no single measurement will be able
to evaluate properly every type of manufacturing division. What is needed is a set of measurements that will allow top management to emph as i ze th e d es i red o bj ect i ves o f a gi ven
division.
• Adapt measurements to product life cycle.
Measurements must have the flexibility to be
applied to products in different stages of the
product life cycle. Currently, the same performance criteria used to measure divisions producing mature products are used to measure divisi ons man ufacturi ng new prod uct s. This
practice discourages managers from introducing new products for fear of hurting overall
performance.

U.S. firms have
created
atmospheres
that have
stifled creative
thinking and
risk taking.

Recommended Measurements
The following are measurements I recommend
for use in the management evaluation process.
These measurements require additional research
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Short -term
results are
more visible
than long -term
goals.
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and development before they can be implemented.
Return on Investment. This is an important
measurement of a manager's use of capital resources, and it provides general insight into the
productivity of the division. However, there are
problems with how it is calculated and used. For
example, capital outlays may be postponed in order to maintain thb current return-on- investment
level of a division. The return on investment of a
division often suffers as a result of capital outlays
during the early stages of the capital asset's life,
because of the way the base of a capital asset is
determined for the purpose of calculating the return on investment. Most companies use the accounting net book value figure as the asset base.'
This method results in a high asset base for the
first part of the asset's life compared to the income produced. As the asset ages, its asset base is
lowered and, assuming the income produced remains stable, the return on investment increases.
Under this method, a division manager is encouraged to hold on to older capital assets longer and
to postpone new acquisitions.
Using annuity depreciation or some other decelerated depreciation method would encourage
divisional managers to proceed with profitable
long -term capital investment projects without fear
of reduced performance. The annuity method
matches the recovery of investment that is implicit in the present value calculation used in capital
budgeting. This decelerated depreciation method
calculates a lower depreciation amount in the early years of an investment when its value is high
and increases the depreciation each year as the asset base decreases. The effect is to stabilize return on- investment measure over the life of the asset. It
may be difficult to convince management to adopt
this depreciation meth od because it does not
match perceptions of physical deterioration and
loss of economic value associated with the current
methods of depreciation.'
Another problem with return on investment
concerns its use in evaluating divisions producing
products in the early stages of the product life cycle. Firms often set return-on- investment objectives lower for these divisions. If the goals are set
arbitrarily, they cannot accurately measure how
well a division manager is doing in product development. Also, a division manager may be tempted
to invest in capital equipment with a return on inves t ment l o wer t h an th e co mpan y's overal l
objective.
Return on investment is an important measure
to be used in evaluating divisional performance
and should be given more weight in evaluating
managers of di visi ons man ufacturing mat ure
products or products in the declining stages of the
product life cycle. However, it shouldn't be the
only measurement. Managerial accountants need

to implement better methods of calculating return
on investment.
Quality. Virtually every firm employs some
method of measuring product quality, but it has
not been a critical factor in the performance evaluation of managers. Product quality is definitely a
measurement that carries long -term consequences
regarding corporate image, cost reduction, market
share, and profit margins. It can be easily introduced into performance evaluation systems as a
percentage of product going through manufacturing process without rework; the number of warranty claims as a percentage of product produced;
or customer survey results. This measurement
should be given considerable weight in all stages
of the product life cycle.
Productivity. Productivity measures the ratio of
output produced to inputs consumed and therefore has the capability of indicating manufacturing efficiency. However, as it is currently calculated it does not show "real" efficiency gains within
the organization. Many productivity gains registered by current measurements are due to external
market forces rather than internal efficiency improvements. Research needs to be done to determine how to properly identify and separate productivity gains caused by increased manufacturing
efficiency and gains caused by external market
forces. Productivity measurements are important
for use in evaluating managers of divisions with
mature products or products in the declining stage
of the life cycle.
Market Share.The division's share of the market can be a critical factor in evaluating performance and long -run profit potential of a division,
especially with products in the capacity growth
stage of the life cycle. Establishment of a good
market share percentage often translates into improved profit performance during the later stages
of the product life cycle.
Labor Turnover. A stable work force reduces
hiring costs, training costs, and indirect costs associated with less experienced workers. The labor
turnover measurement should be taken into consideration during all phases of the product life cycle with heavier weight given during the earlier
stages. A well - trained work force aids in developing needed manufacturing flexibility.
Delivery. On -time deliveries indicate a division's
ability to adapt to customer changes in specifications in early stages of the product life cycle. Records of the percentage of late deliveries is a measurement that should be used in all phases of the
product life cycle.
New Product Introduction. At this t ime, the
management accounting profession has not succeeded in developing measurements to determine
a division's effectiveness in developing new products.' This is important for firms that stress the
MANAGEMENT ACCOUNTING /DECEMBER 1984

development of new products to enhance longterm profitability.
Manufacturing Flexibility. This is another measure that has yet to be developed by managerial
accountants. There is considerable evidence that
the future success of American manufacturing
companies depends on the ability to produce innovative, custom - designed products in small batches. Therefore, the ability of a division to develop
flexible manufacturing processes will be critical to
the long -term health of the corporation. Manufacturing flexibility measurements should be given
considerable weight in the evaluation of managers
whose products are in the product introduction and capacity growth stages.
A Challenge for Management Accountants
Although many leaders in American industry
realize the necessity to change the existing system,
they may resist attempts to introduce new performance measurements. Because these new measures do not coincide with how investors evaluate
the performance of the corporation, top manage-

ment will be reluctant to adopt procedures that
divert a division manager from short -term financial performance. The same reasoning applies to
the compensation of managers. Until the criteria
used t o determine compen sation bonus es are
changed, managers will be reluctant to adopt new
measurements. They may also feel the initial investment required to develop, test, and implement
these procedures is not justified.
Nevertheless, it is important that management
accountants research new methods of measuring
manufacturing performances. By doing this, they
can make a large contribution to improving the
quality of U.S. manufacturing operations, and enhance industry's ability to compete effectively in
the international marketplace.
❑
'Alfred Rappaport, "Executive Incentive vs Corporate Growth," Harvard Business
Review, July- August, 1977.
'Yoshi Tsurumi, "Japan's Challenge to the U.S.: Industrial Policies and Corporate
Strategies," Columbia Journal of World Business. Summer, 1982.
'Robert L. Banks and Steven C. Wheelright, "Operations vs Strategy: Trading To.
morrow for Today," Harvard Business Review, May -June, 1979.
'James S. Reese and William R. Cool, "Measuring Investment Center Perfor.
m an e ;' Harvard Business Review. May -June, 1978.
°Robert N. Anthonv, and John Dearden, Management Control Systems Richard D.
Irwin, Inc., Homewood, III., 1980.
'Robert S. Kaplan, "Measuring Manufacturing Performance: A New Challenges
for Managerial Accounting Research," Accounting Review, October, 1983.

Management
Accounting
Practices
94.4
similar transactions by the various types
of institutions in the financial services
industry." He observed that, for example, finance companies generally account for substantially all fees as deferred i n co me t o b e reco gn i zed as
revenue over the lives of the related
loans. On the other hand, banks and
savings and loan associations offset
origination fees against origination costs
and amortize only the remainder, if any,
over the lives of the loans.
The Invitation to Comment may be
obtained without charge, until December 31 , b y wri ti n g to Order Dep t . ,

FASB , High R id ge Park , P .O. Box
3821, Stamford, Conn. 06905 -0821.
Comments are requested by December
31.

DISC not distributed to its parent company by January 1, 1985. Another section of the Act requires that stock life
insurance companies recompute their
policy reserves for tax purposes as of
January
1, 1984.
Technical Bulletins on
The
technical
bulletins were issued to
Tax Reform Act Issued
promote comparable accounting for the
Accounting for the effects of the Tax effects of the Act. They state that the
Reform Act of 1984 on Domestic Inter- effects of the Act should be reported as
national Sales Corporations (DISC) and a reduction ofincome tax expense of a
stock life insurance companies are the single interim period only (although resubjects of two technical bulletins re- stating prior interim periods of the curleased by the FASB.
rent fiscal year is permitted) and that
The Act forgives income taxes on cer- the adjustment should not be reported
tain income relating to export sales of as an extraordinary item.
❑
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How to Improve
Financial Planning
with a Budget Manual
Managers were drawing up budgets
on the basis of information filtered down to them,
one at a time —and on `guesstimates.'

By Chung Bothwell
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Wisconsin Life Insurance Co. was growing —and
growing fast. Although we were growing, the
company had never had a budget manual. The
area of budgeting had not been regarded as a priority. Managers drew up their budgets based on
information filtered down to them, one at a time,
piece by piece. As they were preparing their budget, some new information would come down
from top management, here and there, and they
would have to readjust their figures.
Then things began to change. Management recognized the need to have a systematic approach to
budgeting, and a budget analyst was hired to create a budget manual that would be useful to line
management as well as to each individual involved
in the budget process.
As a first step, we decided to interview department heads, managers and supervisors who have
some involvement with the budgeting process. We
wanted to find out from these individuals what information they need; what are the most troublesome areas, when they work on their budgets? Are
the available data, such as cost information on
various expense items, adequate to enable them to
do their budgeting? Or do they feel they have to

contact various sources before they get an answer?
From these interviews, we learned that during
the budget process department heads and their
delegates usually do not have information readily
on hand so they can use it. They have to contact
different sources in order to obtain cost data. The
most troublesome aspects from their standpoint
have to do with budgeting for salary, travel/hotel /meal expenses, printing, paper costs, and office furniture and fixtures. In the absence of any
agreed procedures, everyone tends to make an
educated guess (sometimes referred to as a "guesstimate") regarding the costs involved. And the
managers' guesses often are based on inaccurate
or contradictory assumptions. As a result, sometimes we run in to a problem th at one department's budget submission may have a totally different amount requested for the same kind of
expense, such as convention travel expense, compared with that of another department. This contradictory factor makes it hard for us to evaluate
the merit of the request because the cost budgeting was not on the same footing.
In order for us to gain acceptance from users
and have an effective budget system, we needed to
create a budget manual that would provide easy to- follow instructions on forms, a standard cost
MANAGEMENTACCOUNTING/ DECEMBER
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table for different kinds of expense to be used by
everyone, and other user -oriented aids. A standard cost table on commonly used items (relating
to travel, bureau and association dues, printing,
office furniture price list, and so on ) will provide
fo r co ns is tency an d un iformi ty o f ap proach
throughout the organization.
Our objective was to design a budget manual in
which all needed information would be organized
into one single document . The manual comprises
two parts.
Part I is the manual itself with sample forms
and the instructions to go with each of the forms.
Part 1 is supposed to remain constant from year
to year, unless there is a significant change in
procedures.
Part 2 i s wh at we term th e "s up pl emen tal
data." This supplemental package provides for
several co st sch ed u les th at are to b e u sed in co n nection with th e b u d get cy cle. Th ese sch edu les,
updated ann u ally , in clu de typ ical in terstate travel
costs, price lists o f co m m o n ly used o ffice fu rn iture, equ ip m en t an d su p p lies, p ap er co sts, an d
ot he r r e le v an t co sts. Th e u n d erly in g rat io n a le
here is th at these co sts will b e ch anged y ear after
year to reflect in flatio n or p rice in creases, an d so
providing these costs in a separate supplement

will help us to update our data without revising
the entire manual.
Planning for Budget Preparation

budget process are a key to effective planning.
In the life insurance industry, or in any service
organization, salary is usually a major expense
factor in the operating budget . In the case of Wisconsin Life, at least 50 % of our operating expenses fall into the salaries and wages category.
As a result , our expenses can be divided into two
major groups : salaries and all other operating
expenses.
As mentioned earlier, budget forms are an essential part of our planning . The design of our
budget forms usually provides for the data on current year cost, the proposed budget year cost, and
the percentage increase or decrease over the current year . Depending on how much detail one
wants to go into in preparing the budget there are
a few necessary items that should be categorized
in connection with the budget forms.
Salaries and Wages
When planning for the salary budget, consider
the various factors that may affect human resource requirements. For example, are there any
retirements expected during the year? Are there
any possible additions or reductions in the work
force? Is there any need for additional job classifications? And, are there any other factors that
could entail a reduction of work force?
For this category, we provide for four different
kinds of budget worksheets to handle salary budget. These are:

Because budget planning involves a review of
history as well as current trends, the right type of
information provided on budget forms can become helpful for management in analyzing the departments ' requests. Therefore, forms used in the

• Salary & Wages Planning Worksheet,
• Salary Increase Worksheet,
• O ve r t im e & Te m p o r a r y H e lp Es t ima t e d

Budget,

Figure 1
Central Life Assurance Company
Salary Planning Worksheet
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• Salary & Wages Budget Summary

the peak period of workload. Overtime also may
be necessary. These needs should be planned for
The salary & wages planning worksheet pro- as part of the overall salary and wages category.
vides columns for employee data such as names, We provided for a simple approach in budgeting
starting dates, current salary, mid -point salary, for overtime and temporary help. The form probeginning and ending compa ratio, performance vides for a column of current year estimated /acturating, percentage increases planned, and com- al of overtime or temporary help, estimated averments. This information (except for performance age d ol l ars p er ho u r, es t i mat ed to t al h o u rs
rating and percentage increase) should be provid- overtime or temporary help, proposed salary overed by the personnel department. This step will time /temporary help, and t he p ercen tage inhelp cost center heads (department heads) tre- crease /decrease over current year. We also remendously in reducing the amount of time needed qu i red co st cen t er head s to p ro vi d e an y
to fill out these forms. So all they have to do is to justification for salary over tim e or te m p or ar y
review the data that has been supplied to them for help.
The salary & wages budget summary brings all
possible corrections.
We separated the Wisconsin Life payroll into other salary information together so management
two distinct groups. The first one is for profession- can take a quick look as to the total salary figure
al and management employees, who are called ex- requested for each cost center in the coming year
empt employees. The others are called nonex- (Figure 3).
empt, those who bas ically are in the clerical
group. Members of this latter group, when work- Other Expenses
As mentioned, half of our operating expenses at
ing overtime, will be paid for the extra time. Because each group has a different pay increase Wisconsin Life are in the salary category, and the
stru ctu re, th e sep aratio n will h elp m ake planning other half, under other expenses. Other expenses
include travel, property rent, equipment mainteeasier. (See Figu re 1.)
Th e salary in crease wo rksheet will provide for a
nance, rental of equipment, bureau and association dues, consultant fees, telephone and telecom m u n ic a t io n , p rin t in g and s t a t io n e ry , and
miscellaneous. Except for a few specialized form s
for certain expenditures, which will be discussed
also, a well- designed bu dget w or ksh ee t ca n be
used for alm ost everything else.
The budget worksheet contains inform ation on
the type of expense requested, the current year
costs fo r this a ctivity, the proposed cost broken
down into a quarte rly co lum n, and th e tota l pro-

sch ed u le o f p lan n ed pay in creases. The worksheet
will sh o w th e n a m e o f em p lo y ee, star tin g da te,
and schedule of quarterly increase to be spread
o ut o ve r t h e en t ire y e ar, an d th e tot al proposed
in crease co lum n will tie it all to gether. This worksh eet is h elp fu l in p lan n in g fo r the period during
wh ich th e em plo y ees are sch edu led to receive pay
in creases. (Figu re 2.)
Mo st co m p an ies, lar ge o r sm all, occasionally
will n eed o u tsid e tem p o rary h elp to keep up with

F i gu r e 2
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Figure 3
Central Life Assurance Company
Salary and Wages Budget - Summary
Form no. 12365
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posed cost for the coming year in the last column
of the form, as well as the percent increase or decrease over the current year cost.
Expenditures with specially designed forms are
travel - meal - lodging budget, rental -of- equipment
budget, and cost center budget summary.
Travel -Meal- Lodging Budget. Information provided for this worksheet included names of travelers, destination and purpose of trips, anticipated
travel dates, mode of travel (air /auto/bus), transportation cost, hotel cost, meal cost, and miscellaneous fees such as registration and parking.
In order to help managers budget for this type
of expense we prepared a list of typical interstate
travel costs, which covers the major cities that
may be likely to hold insurance industry meetings
or conventions of interest to our company. Cost
information for this list was obtained by contacting travel agencies and major hotels and associations that have relevant cost data. The list is helpful to our managers because it covers everything
from the air fare to hotel costs to meal expenses.
Therefore, it becomes a standard list to be used by
everyone. This list is updated annually in order to
reflect changes in typical rates and prices.
In the past, individual department heads would
call various agencies in order to obtain cost figures in order to help make their budgets. By providing this list —which was approved by management in advance —we remo ved an y need for
questions from others as to whether their cost estimates were within an acceptable range or were too
expensive.
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Rental of Equipment Budget. For rental equipment, we provide a budget form which allows for
the description of the item rented, serial number,
effective date of rental, expiration date of lease,
monthly cost for rental unit, number of units,
number of months rented, and the total proposed
cost. Cost center heads are to provide any comments or explanations as to any significant increases in rental cost, and on the comparative advantage to buy or lease. This worksheet serves a
dual purpose: Not only do we use it for budgeting
reasons, but it also helps us to keep track of our
company's inventory of equipment (Figure 4).
Cost Center Budget Summary. Finally, our cost
center budget summary integrates all individual
budget worksheet data together on one form. A
whole department's expenses by type are organized on this form. It provides account number
column, expense classification, current year expense, proposed budget year, and percent increase /decrease over previous year, while the proposed budget is broken down by each quarter
(Figure 5).
In addition to the ab ove, we als o provided
guidelines and instructions for variance analysis
and reporting of operating expenses. Without this
section, the manual would not be complete.
Guidelines for Variance Analysis and Reporting
The objectives of this section are: To provide a
means for department heads to analyze and control the expenditures under their resonsibility areas, and to communicate the significant variances
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Figure 4
Central Life Assurance Company
Rental of Equipment Budget
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an d actio n s taken regard in g th em to the top m anagem ent levels.
Varian ces co u ld o ccu r if th ere is a change in a
wo rk situation —for ex am p le, a d ec rea se or in38

3)

crease in a specific required activity. In addition, a
change in m anagem ent direction (e.g., personnel
practices) can cause a variance. During the budget
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Demand The Power Of Control!
It's No Secret
Mo re and mo re, Fo rtune 1000
pro fessio nals in charge o f budgeting, f inancial planning, and management repo rting are mo ving up to
powerful Micro Plan'''.
Because M icro P lan is the financial mo deling spreadsheet that
crunches number s the way pro s
dream abo ut but can't f ind in
ordinary " calc" spreadsheets.
Already, Bank o f A merica, Exxo n,
Hewlett-P ackard, Hughes A ircraf t,
Metro po litan Lif e Insurance Co .,
NASA /S olid Ro cket B oosters, TRW,
and Wells Fargo B ank, amo ng
others, have demanded
Micro P lan's po wer.
In f act, M icro Plan can do so
much more that B ank o f A merica
cho se M icro P lan as the co re o f their
Treasury M anagement S ervices
package. Only they renamed it
MicroS tar" . M ore po wer to them.

Link gives yo u the po wer to take
raw data yo ur micro co mputer has
co llected fro m a mainframe — or any
other o utside source — and po st it
directly into yo ur M icro Plan
spreadsheet.
Say what?
We said, M icro Plan with Link
gives you the po wer to post data
fro m mainframes, data base systems,
and o ther spreadsheets (like 1- 2 -3",
Multiplan'", and S uperCalc " ) right
into your spreadsheet! Easily.
That gives you the unrivaled
po wer to po st acco unting " actual"
data f o r budget variance analyses
and financial perf o rmance repo rting.
Mamlrame
or Commercial
Database
Microcomputer
AOplications
Communicalion
Device
Link

The Power Of Control
Indeed, budget planners who
want the po wer of co ntro l, co ntro l
their budgets using Chang Labs'
Micro P lan with its unique Co nsolidatio n and Link M o dules.
Co nsolidatio n gives yo u the
po wer to add entire budget
spreadsheets together — so yo u can
co mpile a corporate budget. Or it
enables yo u to co nso lidate selected
ro ws or co lumns o f f igures to
generate a new table. Either way,
yo u need o nly tap o ne co mmand to
perf o rm such f eats o f po wer.
Micro P lan even pro grams the
steps, so yo u can recalculate a complex multi- spreadsheet mo del with
only one co mmand.

MlcroPlan
Spreadsheet

Post Raw Data Directly

Even Machiavelli didn't have that
kind of po wer. Or that kind o f control. As f ar as we kno w, no other
financial mo deler has them either.

The powers - that -be have decided
to put MicroP lan with Conso lidatio n
and Link o n sale. Fo r an extraordinary co mbined price of $595.*
That's $490 o f f the suggested
retail price o f $1085. Fo r you number crunchers, that's a 45.16129
percent reductio n. A po werhouse o f
a bargain. Just compare prices — if
yo u can find any so f tware as po werful as Micro Plan to compare it to .

Our Powerful Friends
The specially priced, $595 package can be obtained directly f ro m:
• IBM —for the PC, XT, AT, and
3270 PC.
• DEC —fo r the Rainbo w 100 and
100 +.
• Hewlett P ackard —f o r the HP 150.
• Wang —fo r the W ang PC.
• NCR —f or the Decision M ate V
and P C IV.
Co ntact yo ur sales representative, o r
call Chang Labs f o r assistance in
ordering: 800-972 -8800 (ext. 126):
in Califo rnia 800 - 831-8080.
"The MicroPlan- Consolidation -L ink
Package Offer has been extended to
Midnight February 28, 1985.
MicroPlan` is a reg istered t rademarko f Chang L abs. Inc.
Mi cr oS t ar ' is a tr ad e ma rk of B an k o f Ame ri ca .
1.2-3 - is a tr ad emar k o f Lo tu s De vel op me nt C or p.
Mu l ti p la n ' is a reg is ter ed tra de ma rk of Mi c r os o f t
Co rp
Su pe rC al c" is a t ra d emar k of S o rc im C or p

Structure, Not Spaghetti
Financial planners who update
reports daily or weekly o r mo nthly o r
quarterly — tho se who want structure instead o f spaghetti — need
Micro P lah po wer. Here's why:
• M icro Plan co ntains built -in f inancial and statistical f o rmulas, so yo u
do n't have to devise them yo urself .
• M icro P lan displays o r prints yo ur
spreadsheet lo gic, so yo u know the
results are accurate, ending fo rever
the tedious cho re of mo ving f ro m
cell to cell to cell to cell ad inf initum
to check fo rmulas.

Co nso lid a te S p r ea d she et s

A $595 Tip

Yet po werf ul M icroP lan remains
so humble it lets yo u tap keys o n
yo ur f amiliar o f calculato r pad to
enter all co mmands. No need to
learn the beastly typewriter
keybo ard.

Free-For-All
Chang Labs wants to sho w you
how easily you can use Micro Plan to create a budget mo del
that conso lidates multiple department budgets, draws in actual
acco unting
data,
co mputes
budget variances, and prints
repo rts — and puts the entire
model into a program so it can be
updated auto matically with one
co mmand.
It's all in our step- by-step
tutorial, "The Creation of a Budget
Contro l System." and we want you
to have it FREE!
Just call Chang Labs to ll f ree
at (800) 972 -8800, in Calif o rnia
(800) 831 -8080, and we'll send
the tuto rial o ut immediately.

Uang Labs
The family of software solutions
- 5-300 Stevens Creek Blvd.. San Jose. CA 95129 • (408) 246 -8020
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How We Simplified
Administrative Tasks
Work simplification can increase an accounting department's level
of productivity, and enhance job satisfaction among employees.

By J. Fred O'Connell
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Not too many years ago, almost all accounting
work was done manually. A large staff was needed and it took a long time to produce the desired
documents. Often the quality was not the best.
Then came the electric typewriter, electric calculator, and tab computer installations. Our productivity and quality improved. We were able to
"simplify" what we had been doing manually,
eliminate some of the drudgery, and concentrate
on the meatier chores.
With the introduction of video terminals, simplified computer programming languages, electronic calculators, word processors, electronic
chalkboards, and teleconferencing equipment, our
ability to create and transmit data has improved
dramatically. However, many of us do not have
the time to take full advantage of all the technology we possess.
To cope with this problem, our company recently set up a program of work simplification. As
a first step, every administrative and clerical job
was analyzed. Due to the varied nature of many
jobs, we could not time -study them and set standards as we do for production jobs. We were able,
however, to apply engineering techniques with
very good results.
The first thing we did was research all available
literature and techniques on the subject of admin-

istrative work simplification. Based on this information, we developed a training course that inclu ded th eory and practi ce. This cou rse was
offered to all administrative supervisors at our
management information center. Each department selected a work simplification coordinator to
spearhead the program. The coordinator monitored suggestions and the program's progress.
Accounts Payable Work Flow Improved
Work simplification involves changing or improving paper or work flow and revising or eliminating tasks, reports, and procedures. One of the
first work simplification projects was completed
by our accounts payable department. An analysis
of the department's paper flow reduced the 16
handling points in Figure 1 to 12, as shown in Figure 2. This improvement enabled accounts payab le t o process more do cumen ts wit h fewer
employees.
The accounts payable paper flow problem was
solved by forming a corrective action team (CAT)
consisting of accounts payable supervisors and
clerks. Its objectives were to reduce the time required to process invoices for payment and to distribute the work more evenly.
Using workflow simplification procedures, the
team made a thorough study of the paper flow of
invoices from the time of receipt to payment. This
study showed that there was considerable delay in
MANAGEMENT ACCOUNTING /DECEMBER 1984

batching invoices prior to giving them to video operators for payment, handli ng of problem invoices, and handling new vendors.
Solutions for each of these problems were devised. Each video operator was instructed to batch
her own invoices, instead of having them routed
through a batching station. Previously, two batch
control tapes were prepared, one by the batching
clerk and the second by the video operator as part
of batch reconciliation. Today, a control total is
taped by the video operator, and then entered by
video at the beginning of a batch. When the batch
input is completed, the total in the computer must
equal the total input by the video operator, or the
batch will not process for payment.
Problem invoices in a batch being video processed are now given top priority. Often they are
cleared up before the batch input has been completed. Previously, the batching clerk was responsible for collecting and distributing problem invoices to another clerk for resolution.
In the past, the batching clerk was responsible
for the research and distribution of new vendor invoices. Now these invoices go directly to the vendor control section of general accounting to be researched and updated realtime by video.

Fi gur e 1
Pr e vi ous A c c o un ts Pa y ab le Sy st em

Incomi ng
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mail
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of fi ce
mpr ests

Frei ght

Rec ei vi ng

Tax
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-10

Batchi ng
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Cost Accounting Procedures Streamlined
Work simplification is sometimes achieved

Figure 2
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Job Specification
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through the introduction of new ideas. Innovative
changes in report formats, computer programs,
data sources, and in internal procedure, can eliminate unproductive work.
The cost accounting department serves over
150 manufacturing plants and marketing ledgers.
The department provides a wide variety of services, including preparation of annual and special
cost budgets, calculation of standard product
costs for market pricing and for cost of sales, valuation of all inventories, costing of thousands of periodic transfers of inventory between the plants
and from the plants to the marketing ledgers, publication of the period financial analysis statements, and many special projects each year.
Although the cost accounting department uses
42

the computer extensively to provide these services,
we were aware that some of the computer programs were not being used efficiently. Changes in
organization and programs occur frequently. Too
often , we accomplish these ch anges by s heer
might, but then fail to refine what we have done.
Our plan of attack in the cost accounting department began with the formation of a corrective
action team. The team asked each cost accounting
employee to analyze how long it takes to complete
frequent and infrequent tasks, and to make a list
of these tasks. (See Figures 3 and 4.) They were
also asked to complete the "Individual Idea Stimulator" sheet (Table 1). This information was used
to determine what job improvements would make
the biggest contribution. All employees were enMANAGEMENT ACCOUNTING /DECEMBER 1984

couraged to come forward with recommendations. Currently we circulate the idea stimulator
two or three times each year. We have found that
when progress is made in one area, it very often
sparks a new idea for work simplification.
With the completed job analyses, the corrective
action team then:
•

Classified the individual tasks listed by each
employee into meaningful categories, such as
annual budget revision, period closing, product
costing, and physical inventories.
• Summarized the total amount of time spent doing each task. This summary showed the categories consuming the most amount of time during a week, accounting period, or year.
• Selected the five top time consumers, and set up
a general inquiry into each of them to determine how to reduce the amoun t of time required to complete these tasks.
• Reported their findings to a control group.
The control group selected corrective action
teams for the five categories. Their objective was
to complete detailed analyses of the individual
tasks and to make final recommendations. Each

team was asked to report back to the control
group within a given time and to be specific in its
recommendations. The results of this procedure
were excellent and the following recommendations were introduced.
• An improved procedure was developed for obtaining and mechanizing current replacement
values for production equipment, and also for
calculating replacement value depreciation.
• A computer program was written in SAS (a
user friendly computer language) to calculate
labor overhead factors.
• A new system was developed for calculating
standard freight cost with regard to transfers of
work -in- process inventory from one manufacturing unit to another.
• A manual on cost accounting information needed in budget revisions was prepared for plant
industrial engineers. This manual contained
standard forms and explanations.
• Improvements in our automated product cost
program enabled cost personnel to set up files
by a front -end mechanism. Files were held until
needed, then brought in "live" to replace old
data.

We applied
engineering
techniques
with very good
results.

Figure 4
Job Specification - Infrequent Tasks
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• A SAS program was written to automate the
booking of the new year's revaluation of work in- pro cess in ventori es to n ew cost budget
values.

Table 1
Individual Idea Stimulator
Name:

Keeping the Program `Evergreen'

1. When are your busiest times? Why?

2. Can you suggest any way to help these peak times —such as eliminating
some work, doing some earlier or later, changing schedules or cut -offs.

3. Have you any suggestions for eliminating any tasks or for doing them an
easier way.

4. Do you know of any systems changes that would make your job easier? How
much time would they save?

5. Is there anything that you think you could do better or faster on a desk -top
computer?
6. Any other suggestions?

• A cost budget critical path task list was built
into a SAS program for each manufacturing
ledger. Progress was updated weekly, and progress reports were provided to persons responsible for the tasks. Distribution of the progress
reports was automated.
• The calculation of year -end inventory valuation
reserves was automated.
• Improvements in our LIFO calculat ion program greatly simplified the year -end work,
saved time, and improved accuracy.
• An improved program for summarizing significant year -end items affecting profits was installed that permitted issuance of the report on
a more timel y schedule and wi th imp roved
accuracy.

Work simplification in the administrative area
is not only possible, it is imperative. It is just as
important to improve productivity in the administrative area as in manufacturing. This program
has increased our ability to provide better service,
and to improve job satisfaction.
Work simplification must be given a high priority. It must have the staffing that assures it will
not be "just another program." Management must
devote adequate time to the program. It must encourage innovative proposals and give timely
feedback.
Finally, the work simplification program must
be permanent —what we cal l "evergreen. " It
should be a program with a permanent coordinator who keeps it alive. The worst thing that can
happen is to have a program that is used only every now and then "to put out fires."
Our program is "evergreen." All employees are
encouraged to participate, and most do. We rotate
chairmanships of the corrective action teams to
improve participation and take advantage of different strengths and talents We give quick feedback wi th regard to s uccess fu l proj ects and
contributors.
It might be said that work simplification is
common - sense, and should be achieved without a
specialized program. Our experience has proved
to us that work simplification will not just happen. There are too many day -to -day priorities that
always seem to take precedence. Our experience
indicates that work simplification will be achieved
only when there is a well- defined, permanent program maintained in a fertile atmosphere.

Opinion
6A-4
Mr. Ives. They agreed that their most
pressing problem is one of communicating to and educating the public, and society— particularly the accounting profession. No d o u b t memb ers o f t h e
FASB would agree. After a dozen or so
years, many accountants don't really
know h o w t h e F AS B wo rk s . Now
GASB is faced with the same problem.
As Jim and Marty pointed out, their
interested constituents should include
all of us. Not just the government accountants, rating agencies, or bondhold44

ers, but all of us— because we all are
taxpayers. We all have a stake in improving the efficiency and effectiveness
of the agencies created to serve us.
To help communicate and educate,
GASB has offered copies of the first issue of the Action Report at no charge.
This newsletter describes the Board, its
procedures, its plans, and various subscription programs and other services.
For informati on or copi es, co ntact:
GASB Order Department, High Ridge
Park, P.O. Box 3821, Stamford, Conn.
06905-0821; (203) 356 -1993.

Sometimes we as taxpayers can be hypercritical of those in government service. Sometimes our criticism is justified.
However,
the
Financial
Accounting Foundation (FAF) and other interested groups have done well in
their selection of the two full -time members of the GASB. Knowledgeable, enthusiastic, imaginative, and with great
senses of humor, both Jim Antonio and
Marty Ives are anything but the stereotypes of legend and lore. We at NAA
offer them our congratulations —and we
wish them every success.
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Management Accountants:
Don't Overlook Quality Circles
The major functions of the controller's division
are easily adaptable to the Quality Circle philosophy
whose implementation can lead to cost savings —even in accounting.

By Russell F. Briner, Frank A. Wiebe,
and Shaker A. Zahra
A quality circle is a management technique which
may be effectively used in many operational areas
of a business organization. Management accountants who ignore quality circles may be overlooking a tool that can assist in improving their productivity as well as improving the quality of their
working life.
Quality circles are much more than the word
"quality" implies. This technique was first implemented by the Japanese in about 1962. Since then,
the QC technique has been used as a tool for motivation, improvement of morale, self and group development, promotion of individual creativity,
and development of voluntary participation. All
of these activities can be related to assisting the
development of a management accountant.
The quality ci rcle mo vement in the United
States started slowly with experimentation by
Lockheed and Honeywell in 1974. An estimated
1,500 firms in the U.S, were using quality circles
by the beginning of 1982 1 The International Association of Quality Circles (IAQC) was founded in
1977 to foster the growth of quality circles on a
worldwide basis. The IAQC also has played a significant role in developing training materials for
quality circles.
Figure I shows the basic elements of a quality
MANAGEMENTACCOUNTING/DECEMBER

1984

circle. By operating as a special group on a common problem related directly to the group's own
work, each member of the group achieves a greater feeling of contribution on his part. Moreover,
each member of the group gains a greater measure
of respect by his or her peers (and supervisors),
and each member is able to demonstrate his or her
intelligence and ability.
What is needed to form a quality circle? Management must be convinced that this technique is
good for the organization. The IAQC is an excellent source of information for this purpose. Additional information about QCs also can be gained
by contacting and conversing with people in other
companies (noncomp etitors) that use quality
circles.
As soon as management gives the green light
for a quality circle, a steering committee should be
established. The steering committee should research QCs further and then determine program
goals and prepare implementation plans. This
committee is the foundation of QC operations
and, accordingly, should be composed of people
committed to QC theory.
Once the steering committee has been established, a facilitator should be selected. The facilitator acts as the change agent: the person who develops quality circles and assists in making the
quality circles operate smoothly and effectively.
The facilitator may be assigned the position on a

Russell F. Briner is
professor of
accountancy, School
of Accountancy,
University of
Mississippi and
director of graduate
studies in
accountancy. He has a
Ph.D. degree from
Oklahoma State
University. He is a
member of Northeast
Mississippi Chapter,
through which he
submitted this article.
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part -time or full -time basis. In a company just creating quality circles, the facilitator duties would
most likely be part -time. Also, a part -time requirement for the facilitator position may encourage middle managers to participate, thus achieving greater support by management in general.
What does the facilitator specifically do? The
facilitator is directly responsible for QC program
operation, trains members and leaders, interfaces
with circles and other organizational units, attends QC meetings as an advisor and maintains
records among other duties. Generally, the facilitator may be assigned a maximum of ten circles.
The steering committee also is responsible for
establishing a data base to be used for evaluating

Figure 1
A Duality Circle: What Is It?

• A small voluntary group (8 -12 people)
• Employees perf orm similar wo rk
• Meets once a week, usually o n company time
• E ach circle has a leader and is assisted by a f acilitator
• T he members
1. select the pro blem
2. collect data
3. make reco mmendatio ns
4.

present their reco mmendatio ns
to management

/

the success of the Quality Circle Program. It
needs to gather data on variables such as absenteeism, tardiness, turnover, satisfaction, individual
productivity, and quality of performance. The
specific measures to be used will vary from firm to
firm and function to function.
In the development phase, the steering committee should expend a great deal of effort to ensure
that everyone in the organization is aware of the
program. A series of meetings and written communications about the Quality Circle Program
can help accomplish this goal. If the company is
unionized, the steering committee should involve
the union's leadership from the very beginning. It
is important to include these leaders on the steer46

ing committee.
Probably the best approach to creating a QC in
a company is to establish a pilot program. Ifthe
initiative for QCs has originated in a certain area
ofthe company, this area is obviously the place to
begin a QC. Ifnot, then an area where a particular
problem has become serious is a good place to begin. A pilot program usually involves one or two
pilot circles within a division.
The benefits ofa limited start ofQC, or a pilot
program, are several. First, as a limited intervention, the pilot program helps reduce internal resistance to the QC idea. Also, any problems encountered in the pilot program can be avoided later.
Finally, the success ofthe pilot program provides
an incentive for QC programs in other company
areas.
The facilitator must select a leader for each QC
and then identify and communicate with potential
members. Some members may drop out after the
QC is started while others may be added. Ideally,
the majority of the QC membership should remain intact over a long period of time.
In the usual operations of a QC, problems are
identified by any employee or employees. The QC
members select the problem they feel most comfortable with and proceed to analyze it. This analysis is supported by data from specialists. A formal presentatio n of their find ings is made to
management. Management then reviews the recommendations and makes whatever decisions are
necessary.
An important part of QC operations is the QC
leader. The leader is usually a current supervisor
and is directly responsible for operation of the circle. He or she works closely with the facilitator,
teaches circle members, and runs QC meetings.
Just as the success of a business organization depends on its leaders, the success ofa QC is linked
with its leader.
In order to provide effective QC operations, facilitators, leaders, and members should be trained.
Facilitator and leader training include not only
QC management techniques but training in group
dynamics, motivation, and problem - solving techniques. Leaders also are trained in relation to data
analysis approaches and the making of management presentations. QC members are then primarily trained by the QC leader. Their training usually involves the areas of problem solving, data
gathering, data analysis, brainstorming, statistics,
and management presentations.
The training sessions and materials may be developed through use of IAQC materials, use of
outside consultants, and the study of other QC
projects. Usually an internal QC training manual
is developed and updated periodically. A mistake
that some companies make in QC training is to
overemphasize the technical side of the training in
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comparison to the behavioral side. Interpersonal
skill development sessions, for example, can be an
important aspect of QC training. If the steering
committee members have a nonbehavioral background, then the committee should consider outside expertise to assist in developing training sessions in these important areas. Improvement of
the quality of the worker's life will be achieved
through QCs only if the steering committee, facilitators, and leaders have a good background in organizational behavior.
Management should not expect immediate success after the implementation of a QC. Most QCs
should be allowed at least six months before any
results can be reasonably expected. The initial
conditions for QC success are a slow planning
process, support by top management, and the assignment of managers to a part in implementing
QC. Employee actions constitute the major portion of QC attention, however, so employees
should have major inpu t into QC o perations.
Once QCs are operating fully, they should be
monitored continuously by the facilitator and
steering committee.
Quality Circles and Management Accountants
As Gerald E. Wilson has stated: "There is no
reason there cannot be quality control circles, and
other techniques spawned by Theory Z, among
accounting personnel just as there are among the
production people."' Theory Z implies a trustworthiness by management in its employees and
evidence of such trustworthiness by management's own actions. Theory Z then predicts a
marked increase in productivity based upon this
trustworthiness. As Mr. Wilson notes, the elements of trust, subtlety, and intimacy are significant parts of Theory Z. Quality circles definitely
have the ability to bring the trust, subtlety, and
intimacy elements into the management accounting function.
Management's initial support of QC implies
trustworthiness. Why? Because QCs are solely
controlled by their members and leader. By accepting QC recommendations and providing rewards to QC members for their contributions,
management inspires even further trust. Those
employees involved in a QC become friendlier
with each other and develop a greater subtlety in
their interactions.
For management accountants, QCs offer an opportunity to apply Theory Z and its elements to
their particular area. The major functions of the
controller's division, for example, are easily adaptable to QCs. Functions such as the general ledger,
payroll, accounts payable, and accounts receivable, tax, budgeting, and plant assets can each
have QCs. Many American corporations have already formed QCs in the management accounting
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area. Weyerhauser Corporation and Dover Corporation are two notable examples of companies
using QCs on a widespread basis in the management accounting function.
Although the QC is considered a "grass- roots"
philosophy of change, the organizational structure
of the management accounting area does not require a significant change. The management accountant must understand the QC concept and
the supervisors must understand that, although
QC is a voluntary association of employees, most
of the QC work is done on company time. Thus,
the QC operates within the department, does not
seriously interfere with the normal operation, but
does hold meetings during normal working time.
A QC organized within a payroll department selects a problem in that department, gathers data,
and determines a solution or solutions.
Members of the quality circle then present the
results of this process at a management presentation. The members of the steering committee and
managers from the managerial accounting function— including the manager who must decide if
the solution is to be implemented — should be present at the management presentation. On the basis
of this presentation, a decision will be made to accept or reject the proposed solution. If the solution is rejected, the reasons for this rejection need
to be clearly communicated. Continuation of the
QC program does not require acceptance of all solutions, but it does require honest explanations of
the reasons for the rejection.
The benefits of quality circles for management
accountants should be evaluated against QC costs.
Such costs include development of QC by management, facilitator expenses, leader /member
training expenses, and overtime expenses. The
measurable benefits are increased productivity or
an increase in efficiency and effectiveness. Also,
QCs have been shown to reduce worker absenteeism, turnover, and grievances. The increase in the
quality of work life overall is difficult to measure
but should be considered when assessing cost vs.
benefits.
A particular note should be emphasized on the
use of QC in management accounting areas where
a large number of clerical duties are involved. The
inventory control area of maintaining inventory
records and storing and retrieving inventory items
is an example. Clerical type duties typically do not
inspire motivation on the part of employees. QC
may motivate employees to improve record keeping or devise more efficient ways to store and /or
retrieve inventory items.
QC is not a perfect technique. Management accountants should be aware that circles may fail.
Such failures are typical where management provides verbal, but not real, support and where management selects the problem to be studied. The
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employees simply will fail to achieve gratification
if they are not allowed to select the problems.
Other common reasons of QC failures are emphasis on problem solution (over people building),
lack of coordination, failure to inform members of
progress, lack of proper training, failure to publicize QC groups or overpublicizing of QC groups.
As a fi nal poi nt, managemen t accou ntants
should consider the trade -off of QC effectiveness
with the skills and abilities of the QC members.
Figure 2
Relationship Between Participants' Abilities and QCE

Education
Technical
training
Relative
skills, knowledge
and abilities

Specialized
QC
training

Experience:
With firm
On job
QC
functio ning/
performance
Other
native
abilities

QC
effectiveness

Figure 2 demonstrates this trade -off. The initial
abilities of QC members are improved through
QC training. These skills lead to effective operations of the circles while involvement in QC activities generates enriched skills on the part of each
member. Thus, as Figure 2 illustrates, a bi- directional relationship exists between member skills
and abilities and QC effectiveness.
A QC Illustration
For example, assume the existence of a voucher
payable department in a manufacturing company
which has 20 department employees. Included in
this staff complement is a department supervisor
and four section supervisors. The primary duty of
the department is to process vouchers for payment. When completed and approved, the vouchers are forwarded to the treasurer's department
for payment.
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A number of department employees have become dissatisfied about the method by which
vouchers are processed. Most of their work is concentrated in the first 10 days of the month to enable the company to take advantage of cash discounts by the 10th of each month. At other times
of the month, work is slow and some workers are
idle. Overtime is almost always necessary at the
first of the month but the department supervisor
rotates the overtime. Although each employee
works some overtime monthly, the amount is not
equal among all employees. Those employees with
seniority are awarded more overtime. The department supervisor has discussed excess overtime
with the controller, and the controller would like
to limit overtime but cannot envision a better procedure than exists currently.
Several empl oyees of th e d epartment have
heard of QCs in other parts of the company. After
investigation of a QC and discussion with the department supervisor and a facilitator, a QC is
formed in the voucher payable department. A section supervisor agrees to become the leader with
six other employees involved. The voucher processing operation is selected as the problem.
The leader and QC members undergo training
sessions over several weeks. These sessions are
part of the company's already established QC
training network. Each QC member is furnished
with a QC training manual. A QC meeting does
not take place until the initial training sessions are
completed. The training is done on company time
(in this case the training sessions are not scheduled during the first 10 days of the month!).
The first QC meeting is attended by the facilitator. The QC members discuss the problem and set
up a plan of action for studying the problem.
Some members are assigned the gathering of internal data, e.g., the number of vouchers processed
per month, the originating department for the expendit ure and the name of t he ven dor. Other
members are assigned the collection of data external to the department, e.g., from purchasing department and from production departments.
After several meetings at which data needs are
refined and analyzed, QC members formulate a
solution. The solution involves a rearranging of
credit terms of some items purchased so that all
due dates of vouchers would not fall at the same
time, necessitating payment within the first 10
days of the month. This rearrangement involved
cooperation of the purchasing and production departments. These department heads were willing
to cooperate after it was shown that the change
would mean savings for the company and, in some
cases, speedier delivery of materials requested.
The QC devised a proposed schedule of voucher
processing and outlined the cost savings to the
company.
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At their first management presentation, the QC
presented its solution. The steering committee was
present along with the controller, treasurer, purchasing agent, general manager of production, as
well as the vice presidents of production and finance. After this meeting the two vice presidents
agreed to accept the proposal.
Of course in this slightly overdrawn scenario,
management accepted the QC recommendation.
Such is not always the case, but the significant objectives in solving the problem were to improve efficiency and provide greater satisfaction to the

employees. The accomplishment of these objectives is the "bottom line" of quality circles.
QC is a technique which should be considered
by management accountants. It should not be
viewed as a perfect, all problem- solving device,
but when used properly may add to employee productivity and gratification. The technique lends itself admirably to the major functions of management accounting.
❑
' "Will the Slide Kill Quality Circles," Businen Week January 11, 1982, pp. 108109.
'Gerald E. Wilson, " I1teory Z; Implications For Management Accountants" MANAuDAENr AccnuvnNG, NAA. November. 1983, p. 38.
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year, there are times when certain events may occur that are unanticipated and unavoidable. At
Wisconsin Life, if the dollar impact on the department is significant, we require that it should be
analyzed and explained.
We also set up some criteria for reporting variances. An explanation is required if the variance
shows a clear trend away from the plan. The criteria at Wisconsin Life are:
Quarterly variance reports will be required to
be submitted if the total cost center budget has
an overrun of 5% or more and a $5,000 over budget on a year -to -date basis.
Quarterly variance reports also will be required
if total cost center budget has an underrun of
(10 %) or more and a $10,000 under- budget on
a year -to -date basis.
In addition, any particular expense line item
with a variance amounting to 2% or more of
the cost center's total year -to -date budget for
the time period being explained must be reported on.
Analysis and Explanation
of Significant Variances
In order to help managers, we suggested the follo wi ng q ues t io n s b e as k ed wh en anal yzi n g
variances:
1. What happened?
2. Why did it happen?
3. Is this the first time the variance occurred?
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4. How long has the variance continued? Does it
indicate a definite trend from the plan, or does
it occur as a one -time expense only?
5. What action can be taken that would reduce or
eliminate❑the❑variance❑—or❑is❑the❑problem❑beyond the manager's control?
6. How much of an underrun or overrun, if any,
is expected at year end?
In conjunction with these guidelines, we supplied cost center heads a standard form to report
variances. This practice facilitated the reviewing
process and made managers more aware of what
was happening in their departments.
The budget manual, forms, procedures, and
guidelines are tools to aid management in planning and preparing the budget for the coming
year. To ensure an effective budget system, the
concept must have management support and endorsement. Without the blessings of top management, no manual or system, however well -conceived, could function properly.
Any company, regardless of size, should have a
budget manual as part of its total financial planning systems and procedures. The manual will
provide for an organized, centralized approach to
the budget process. With proper planning, the
company can be assured that, when hard times
come, management can take appropriate action to
reduce expenses without causing any confusion or
chaos.
❑
Author's Note.Most figures bear the Central Life
Assurance Company name. This is because Central Life merged with Wisconsin Life and adapted
the Wisconsin Life budget system.
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Making Price Decisions
in a Small Business
If it wants to succeed, a small business
must develop techniques to determine prices
other than by a 'seat -of- the-pants' approach.

By John Malloy
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50

One of the most critical decisions that a business
faces is deciding upon what price it should charge
for its goods and services. Management must determine not only what will cover the variable and
fixed costs of the business but also where its pricing fits along the market's demand curve. Management also should realize that the failure to reconcile the costs of the business and the price that
the public is willing to pay (in sufficient numbers)
will lead to the quick demise of that business.
While large corporations have the financial,
manpower, and time resources available to undertake the lengthy market studies necessary to determine a probable demand curve, small local
businesses seldom have the resources or the resolve to undertake a demand curve survey. In
many instances, a small business is fortunate to
understand fully the relationship between its own
variable and fixed costs in order to determine the
price it should charge. In order to succeed a small
business, however, must develop techniques to determine prices other than by a "seat -of -the- pants"
approach. While each small business has its own
pricing techniques and philosophies, I want to describe a pricing technique used by a food service
operation in Bowling Green, Kentucky.

The General Motor's Corvette plant cafeteria is
owned and operated by a local Canteen franchise.
This cafeteria is operated on a one -shift basis serving breakfast and lunch Monday through Friday.
There is a customer base of approximately 1,300
employees with a negligible amount of outside
customers. The pay rates of the General Motors
employees are higher than the average pay rates of
other local industries, and the assumption can be
made that their spending habits are also higher
than the local average.
The Corvette cafeteria has the following costs:
food and paper, direct labor, supervision, labor
fringe costs, and miscellaneous direct costs. The
cafeteria does not pay rent, utilities, equipment or
maintenance costs, as these items are provided by
General Motors. Because of a labor contract the
cafeteria, for all practical purposes, considers direct labor and fringe costs along with supervision
to be fixed costs. The only variable costs, therefore, are the food and paper used in meal preparation and service. Miscellaneous overhead costs acco u n t fo r l ess t h an 2% of s al es an d while
monitored are not considered very important.
The cafeteria has had the same prices for a two year period. In part this is due to the fact that any
price increase must be approved by the General
Motors cafeteria committee. However, the biggest
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The General Motors employees tend to look at
the cafeteria as one of their fringe benefits, and
not as a separate profit- making organization. Accordingly, they are very sensitive to, and very vocal in expressing their feelings concerning, any
price increase. The cafeteria is only one part of
Canteen's business at General Motors. Canteen
also operates the vending concessions throughout
the plant, and it is at these vending concessions
that most of Canteen's profits at General Motors
are produced. Because of this situation, Canteen's
management is also very sensitive to the reactions
of the General Motors' employees toward price
increases: a strong reaction could have negative
effects upon whether or not Canteen is allowed to
continue doing business at that location. Canteen
cannot afford, however, to subsidize cafeteria
l o s s e s fo r t h e b en e fi t o f Gen eral Mo t o rs '
employees.
When the cafeteria employees unionized and secured a sizable wage increase, the direct labor
costs rose to the point where something had to be
done. Prices had to be increased in a way that not
only would cover the increase in costs, but also
avoid customer anger.
Canteen's management asked these questions
before developing its final pricing decision:
1. What i s t h e t r u e co s t o f t h e n ew labor
contract?
2. What do future variable cost prices look like?
3. How much income is needed to cover the higher costs?
4. What is the proportion to total sales of items
sold?
5. On which items should prices be raised?
6. What would be the bottom -line result?
Management determined that a first -year wage
increase of .500 per hour had the effect of raising
direct labor cost by $9,000. This number was
based upon 360 direct labor hours per week times
50 operating weeks. Because of this increase in
payroll, the company's payroll taxes also would
rise by $1,260. The new labor contract also called
for an increase in paid vacation time resulting in
an additional cost of $4,030 per year. The new
contract had the effect of increasing overall labor
costs by $14,290 in the first year of the contract.
Canteen then studied the probable cost increases in its variable food and paper costs. Management decided that by improving buying practices and changing menu selections any food cost
variations could be handled without having to
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Table 1
Percent

Eggs
Breakfast meats
Biscuits
Toast
Hash browns
Danish carmel
&

A Fringe Benefit or a Profit Maker?

raise prices. Given this decision, management felt
that the $14,290 increase in labor costs would be
the only major factor to account for in any price
increase.
To find out how much income would be necessary to cover the increased costs, Canteen used
the contribution margin ratio approach. Variable
product costs account for 48% of the sales price
on the average. Because Canteen considers labor
to be a relatively fixed cost, it used the variable

Salads
French fries
Soup
Burgers
Vegetables
Entrees
Pie cake
Chili
Hot dogs
Breads
Misc.
&

reason for the stable prices is that the variable and
fixed costs also have remained relatively stable for
the same two -year period.

Coffee
Soft drinks

8.3
10.7
4.6
1.3
2.5
2.3
29.7 Breakfast
2.5
2.1
1.9
6.3
7.0
16.6
2.8
.6
.5
1.1
7.5
48.9 Lunch
8.6
12.8
21.4 Beverages

Average prices/
unit .30c

.30
.30
.15
.15
.45
.45
.65
.50
.45
.95
.45
1.25
.65
.95
.55
.05

.25
.45

product cost as the only variable cost. The formula it used was
14,300= $27,500
.48
increase in sales to cover the costs.
Management then undertook a study of sales in
order to find out which items sold in proportion
to other items. The fact that the cafeteria had
computerized cash registers that stored both total
sales as well as sales by category enabled it to use
a readout of the last 150 days of sales, which revealed the information in Table 1.
Management decided that by increasing its lower -priced items there would be less customer resistance to the idea of a price increase. The items to
be increased were: coffee, eggs, breakfast meats,
biscuits, toast, soup, and vegetables. The reason
for deciding upon these items was that they were
already priced considerably less than comparable
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items in the outside market; also these items were
of the nature that a person could not readily bring
them from home instead of buying them at the
cafeteria. Because of these two factors, management felt that sales would not be seriously affected
by a price increase.
In order to determine units per day sold of each
item, the canteen used the following forumla: given sale for the day times percent of selected item
divided by price of the selected item equals units

Table 2

121.09 x 239 /day

=

&

&

Coffee
Eggs
Breakfast meats
Biscuits
Soup
.Bread toast
Veg. cole slaw

132.05 x 239 /day

=

&

Coffee
Eggs
Breakfast meats
Biscuits
Soup
Bread & toast
Veg. cole slaw

units at $1,100

Increase

Dail

378 /day
304 /day
435.day
337 /day
46 /day
352 /day
171 /day

.05
.10
.05
.05
.15
.05
.05

18.90
30.40
21.80
16.87
6.97
17.60
8.55
121.09

$28,941 revenue increase

units at $1,200

Lacrease

412 /day
332 /day
476 /day
365 /day
51 /day
384 /day
187 /day

.05
.10
.05
.05
.15
.05
.05

Dal

20.60
33.20
23.80
18.25
7.65
19.20
9.35
132.05

$31,560 revenue increase
to be sold. An example of this would be the units
of coffee sold in a day, given sales of $1,200.
1,200 x .086 = 103.20 = .25 = 413 units of
coffee sold.
Using this technique, management developed
the format illustrated in Table 2. It shows the selected items to be affected by the price increase,
the units sold, amount of increase, daily revenue
increase, and expected yearly revenue increase.
These projections satisfied management that
the proposed price increase would be adequate to
meet the increase in overall labor costs.
In looking at Canteen's approach to its price increase technique, one can see both strong and
weak points in its methods. On the strong side it
should be appreciated that Canteen took the time
and effort to study both its costs and sales patterns. Another strong point is its basic under-
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standing of only raising prices on items that appeared to be relatively inelastic in their response
to .a price increase. However, it must be pointed
out that Canteen made both assumptions and
oversights in its calculations that could have an
adverse affect upon the desired outcome. The
most vulnerable assumption is the one that says
that the number of units sold on a selected item
would not decrease as the price increased. While
management "felt" that it had chosen inelastic
items, they had no real facts to base this assumption upon.
Management's miscalculation occurred in the
size of the price increase that it needed to cover
the increase in labor costs. Canteen needed to cover $14,300 worth of expenses, and in their low -end
estimate of $1,100 /day it would have raised
$28,941 in revenues. The fault here lies in the fact
that management figured that the increase in revenue would be accompanied by the same rate of
variable product cost of 48 %. The increase in revenue, however, does not cause the variable product costs to increase in proportion to sales. In ac
tuality, the variable product cost percent would
instead decrease as the cost stayed constant while
the revenue increased. So instead of a 11% revenue increase ($1,100 + $132), Canteen only needed to raise $14,300 (the increase in costs) -239
operating days = $59.83 - $1,100 (low volume
estimate), for a 5.5% overall price increase. Because of this overestimate of needed revenues,
management's first assumption of relative inelasticity is placed in greater danger than it needed to
be if the proper amount of needed revenue was
calculated.
Overall, it can be seen that a small company is
faced with many hard decisions when it comes to
its pricing policies - perhaps with the greatest
problem being a lack of reliable information.
While every firm should have adequate sales and
costs records, a small company must be willing to
use those records to help with the decision -making process. In the economic area of supply and
demand curves, a small firm is seriously lacking
good information concerning its place in the market. While there is no easy solution for this problem, a small company must at least realize that
supply and demand curves do exist and that these
economic facts of life do affect its business. By
coupling this realization with proper records and
cost analysis, a small company can then hope to
compete with the larger and better - financed corporations. In this study it can be said that the subject firm, while making mistakes, however, did
follow good business practices in deciding upon its
pricing and by doing so it is doing its best to survive in a highly competitive market.
❑
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Understanding Your Town's
Financial Report
Concerned citizens who are capable of reading
and understanding their municipality's financial statements can help
officials ward off potential fiscal crises.

By Daniel L. Kovlak
If you own real estate, you probably pay taxes to
your local government, be it a village, town, or
city. For your tax payment you receive services
from your municipality ranging from garbage collection to the education of your children. Because
you, the citizen, are purchasing services from a
municipality, it is important for you to try to understand how your town is accounting for the
funds received and services provided.
In order for concerned groups to understand a
municipality's financial statements, they first
must understand fund accounting because state
and local government accounting systems are organized and operated on a fund basis. In 1968,
Government Accounting, Auditing, and Financial
Reporting ( GAAFR) was written by the National
Committee (now Council) on Governmental Accounting to discuss the principles and procedures
of accounting, budgeting, auditing, and financial
reporting for all governmental units except national governments and their agencies. GAAFR
defines a fund as "an independent fiscal and accounting entity with a self - balancing set of accounts reco rd in g cash an d /o r o ther reso u rces to ge th er with all related liab ilities, o b liga tio n s,
reserves an d eq u ities wh ich are segregated fo r th e
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purpose of carrying on specific activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations. "' It recognizes eight funds and two account groups for governmental financial operations:
1. The general fund to account for all financial
transactions not properly accounted for in another fund (as a ru le, m ost o r all tax revenues
flow through the general fund);
2. Special re venue fund s to accou nt fo r the proceeds of spe cific reven ue sou rces (other than

3.

4.

5.

6.

special assessments) or to finance specified activities as required by law or administrative
regulations;
Debt service funds to account for the payment .
of interest and principal on long -term debt other than special assessment and revenue bonds;
Capital projects funds to account for the receipt and disbursement of monies used for the
acquisition of capital facilities other than those
financed by special assessment and enterprise
funds;
Enterprise funds to account for the financing
of services to the general public where all or
most of the costs involved are paid in the form
of charges by users of such services;
Trust and agency funds to account for assets

r

1

P 4 ,

A
INMO#�

Daniel L. Kovlak is a
Practice Fellow at the
Governmental
Accounting Standards
Board (GASB) in
Stamford, Conn. Prior
to beginning his two year fellowship with
the GASB in
September 1984, Dan
wa s a s enior ma na ge r
in the audit
department of Peat,
Marwick, Mitchell &
Co. in Stamford. A
CPA, he holds an MBA
degree in finance from
the University of
Bridgeport. He is a
member of the
Bridgeport Chapter,
through which this
article was submitted.

53

held by a governmental unit as trustee or agent
for individuals, private organizations, and other governmental units;
Internal service funds to account for the Financing of special activities and services performed by a designated organization unit within go ver n men t al j u ri s d i ct i o n fo r o t h er
organization units within the same governmen-

Figure 1
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tal jurisdiction;
8. Special assessment funds to account for special
assessments levied to finance public improvements or services deemed to benefit the properties against which the assessments are levied.'
In addition to the eight funds, there are two account groups: the general fixed assets account
group and the general long -term debt account
group. The former accounts for all fixed assets except those accounted for in the proprietary funds
or trust funds, and the latter accounts for longterm liabilities not accounted for in proprietary
funds, special assessment funds, or trust funds.
Account groups are not funds; they are accounting records of general fixed assets and general
long -term debt. Account groups arise from the
fact that the "governmental funds" —which are
described later —are basically "current" type
funds.'
Until 1979, GAAFR was considered the "Bible" of governmental accounting. In 1979, the Na54

tional Council on Governmental Accounting issued NCGA Statement # 1, which represented a
restatement and updating of the 1968 GAAFR.
The most significant points are:
• General purpose financial statements (combined statements by fund type and account
group) constitute fair presentation and conformity with generally accep ted acco un ti ng
principles.
• Comprehensive annual financial reports should
present other financial information (combining
an individual fund's financial statements and
schedules) in pyramid levels of increasing detail. (See Figure 1.)
• Fund types are classified into three categories:
governmental, proprietary, and fiduciary.
• The modified accrual basis (revenues and expenditures measure the flow of financial resources) is used for governmental funds; the accrual basis (revenues and expenses measure net
income or loss) is used for proprietary funds;
and the modified accrual or accrual basis, as appropriate, is used for fiduciary funds.
• Financial statements should be presented in
conformity with GAAP, and schedules should
be used to demonstrate legal compliance.
• The all- inclusive operating statement format
should be used to present both the results of operations and other changes in equity.
• GAAP financial statements should not report
year -en d en cumb rances (commitments) as
expenditures.
• A government's governing body has the discretion to use enterprise fund accounting more
broadly.'
Accounting for Fund Types
Governmental funds, sometimes called "source
and disposition funds" or "expendable" funds, include the general fund, special revenue funds, capital projects funds, debt service funds, and special
assessment. funds. Governmental functions typicall y are fin anced through t he govern men tal
funds. Thus the acquisition, use, and balances of
the government's expendable financial resources
and the related current liabilities, except those accounted for in the proprietary funds, are accounted for through governmental funds.
The difference between governmental fund assets and liabilities is called "fund balance." Governmental funds focus on the financial resources
and changes in financial resources rather than net
income. "F un d Balance" t h us rep resent s th e
amount of financal resources that is available for
appropriation. The Statement of Revenues, Expenditures, and Changes in Fund Balances is the
primary governmental fund operating statement.
It may, however, be supported or supplemented
MANAGEMENT ACCOUNTING /DECEMBER 1984

by more detailed schedules of revenues, expenditures, transfers, an d o th er ch an ges i n fu n d
balance.'
Proprietary funds, sometimes referred to as
"commercial type" funds, are used to account for
a government's ongoing organizations and activities which are similar to those found in the private
sector. Proprietary funds include enterprise funds
and internal service funds. The accounting principles that apply to proprietary funds are those applicable to similar businesses in the private sector.
The measurement focus is upon determination of
Table 1

net income, financial position, and changes in financial position.'
Trust and agency funds are known as "fiduciary" funds and are used to account for assets held
by a governmental unit in a trustee capacity or as
an agent. Each trust fund is classified for accounting measurement purposes as either a governmental fund or proprietary fund. Expendable trust
funds are accounted for in the same manner as
governmental funds. Nonexpendable trust funds
and pension trust funds are accounted for in the
same manner as proprietary funds. Agency funds

City of Example, Any State
-

Combined S tatement o f Revenues, E xpenditures,
and Change in Fund B alances All Go vernmental
Fund T ypes and E xpendable T rust Funds
Year ended December 31, 1979
with comparative totals for year ended December 31, 1978
Governmental fund types
Special
Debt
Capital
revenue
service
projects

Other financing sources (uses):
Proceeds of general
obligation bonds
Operating trnasfers in
Operating transfers out

Excess (deficiency) of
revenues and other
sources over expenditures
and other uses
Fund balances at beginning
of year
Fund balance at end of year

189,300

186,500
91,000
33,200
19,500
1,314,500

831,100
79,100

240,000

-

79,177

1,250,000

-

-

3,750
1,253,750

20,664
260,664

150
150

-

-

121,805
258,395
85,400
56,250
44,500
46,800
40,900
509,150

7,140
127,817

-

71,625
1,171,125

-

-

-

41,500

-

-

480,000
417,000

-

256,450
-

-

-

2,370
1,625,500

313,100

Totals
1976

1,389,777
103,000

1,388,300
96,500

2,309,100
170,100
33,200
122,829
4,128,006

1,258,800
160,400
26,300
111,500
3,041,800

121,805
738,395
502,400
56,250
44,500
46,800
297,350
511,520
1,938,600

134,200
671,300
408,700
44,100
36,600
41,400
286,400
512,000
803,000
52,100
50,000
3,039,800

-

-

-

17,675

74,603

(74,500)
74,500

37(1,750)

7( 2,005)

2( 220)

(351,603)

2,000

900,000
64,500

10,000

2,530

964,500

10,000

2,530

900,000
77,030
(74,500)
902,530

89,120
(87,000)
2,120

1,625,500

-

151,300

2,370

160,000
61,989
4,479,609

-

1,153,450

19,569
332,669

-

1,163,200

160,000
42,420
202,420

-

Expenditures:
General government
Public safety
Highways and streets
Sanitation
Health
Welfare
Culture and recreation
Education
Capital projects
Debt service:
Principal retirement
Interest and fiscal charges
Total expenditures
Excess (deficiency)
of revenues
over expenditures

881,300
103,000

$

Revenues
Taxes and special
assessments (note 2)
Licenses and permits
Intergovernmental
(notes 3 and 9)
Charges for services
Fines and forfeits
Misellaneous
Total revenues

Special
assessment

-

General

Fiduciary
fund type
Expendable
trust

76,800

17,675

(74,603)

592,750

(62,005)

310

550,927

4,120

202,500
$ 279,300

151,035
168,710

284,813
210,210

357,350
950,100

293,075
231,070

26,555
26,865

1,315,328
1,866,255

1,311,208
1,315,328

See accompanying notes to combined financial statements.
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To understand
a town's
financial
statements, you
must
understand
fund
accounting.

56

are purely custodial in nature and do not involve
measurements of results of operations, which
means that assets equal liabilities.'
The accrual method is used in the private sector, but in a governmental entity a modified accrual method is used for governmental funds and
the accrual method for other funds. Governmental funds use the modified accrual basis of accounting where revenues are recognized in the accounting period in which they become available
and measurable. Expenditures should be recognized in the accounting period in which the fund
liability is incurred, if measurable, except for unmatured interest on general long -term debt and
special assessment indebtedness secured by interest- bearing special assessment levies, which
should be recognized when due. Governmental
funds thus measure funds flow rather than costs
of services.'
Proprietary funds record revenues and expenses
on the accrual basis, which means that revenues
are recognized in the accounting period in which
they are earned and become measurable, and expenses are recognized in the period incurred, if
measurable.' Depending on the type of fiduciary
fund, the accounting varies. Nonexpendable trusts
and pension trust funds are accounted for on the
accrual basis. Expendable trust fund and agency
fund assets and liabilities are accounted for on the
modified accrual basis.
The difference in revenue recognition between
the modified accrual basis and the accrual basis
relates to the fact that under the modified accrual
basis, the revenue must be both measurable and
available. "Available" means collectable within
the current period or soon enough thereafter to be
used to pay liabilities of the current period. Therefore, if the money is not available to pay bills, it
will not be recognized as revenue in the current
year under the modified accrual basis. However,
under the accrual basis of accounting, the revenue
would be recognized even though it was not available. The difference in expenditure recognition focuses on decreases in net financial resources in a
governmental entity rather than on expenses. Under the modified accrual basis, depreciation expense is not recognized."
In a government's financial statements, the financial reporting can be compared to a pyramid.
The levels of the pyramid include (1) the general
purpose financial statements (combined statements— overview), (2) combining statements by
fund type, (3) individual fund and account group
statements, and (4) schedules. The general purpose financial statements provide a summary of
the financial position of all funds and account
groups and of the operating results of all funds.
This summary uses separate columns for each
type and account group and serves as an introduc-

tion to the detailed statements and schedules that
follow. Tables 1 and 2 are two types of combined
Statement s of R even ues, E xp en di tu res, and
Changes in Fund Balances. The combining statements, by fund type, are presented in columnar
form. The total columns of these combining statements should agree with the amount presented in
the general purpose financial statements (GPFS).
(See Table 3.) The individual funds and account
group statements present information on the individual fund and account groups rather than as
presented in th e combi ning st atement . These
statements may be used to present budgetary data
and prior year comparative data. (See Table 4.)
The data shown in the schedules to the financial
statements are not necessary for a fair presentation of the financial statements under generally
accepted accountng principles. Schedules are used
to demonstrate finance - related legal and contractual compliance, to present other information
deemed useful, and to provide details of data summari zed in th e financi al s tat ements (s uch as
schedules of revenues, expenditures, and transfers,
and history of revenue sources, tax collections,
property values, and tax rates). 1 1
Analyzing Your Town's Financial Report
When analyzing your town's financial report,
review its Statement of Revenues, Expenditures,
and Changes in Fund Balances. This statement
gives the reader the sources and uses of financial
resources. It (Table 1) is reconciled in the footnotes to the revenues and expenditures, which are
presented on the budgetary basis in Table 2. The
St at emen t o f R even u es , Exp end it ures, and
Changes in Fund Balances compares the budgeted
figures to actual figures for the year. This tool is
helpful in determining how the municipality performed in relation to budget and how it reacted
(in terms of curbing expenditures) to revenue
shortfalls.
When analyzing financial statements, look for
various factors that might indicate whether the
town is headed for financial difficulties. These factors can be grouped into three areas: revenue factors, expenditure factors, and debt management
factors. Some of the revenue factors that could indicate potential financial difficulties include slow
growth in or decreasing value of taxable property,
increasing percent or amount of delinquent taxes,
decreasing number of building permits issued, fees
and user charges declining absolutely or as a percentage of service costs, increasing incidence of
actual revenues below budgets, and increasing reliance on state or federal revenue sources.
Expenditure factors include-increasing excess of
current expenditures over current local revenues,
persistent excess of current expenditures over total revenues, increasing incidence of actual expenMANAGEMENT ACCOUNTING /DECEMBER 1984

City of Example, Any State

Tablet

-

-

Combined Statement of Revenues, E xpenditures, and
Changes in Fund Balance Budget and A ctual
General and S pecial Revenue Fund T ypes
Year ended December 31, 1979

(1,200)
(22,500)
(13,500)
1,000
700

Expenditures:
General government
129,000
Public safety
277,300
Highways and streets
84,500
Sanitation
50,000
Health
47,750
Welfare
51,000
Culture and recreation
44,500
Education
541,450
Total expenditures
1,225,500
Excess (deficiency)

121,805
258,395
85,400
56,250
44,500
46,800
40,900
509,150
1,163,200

7,195
18,905
(900)
(6,250)
3,250
4,200
3,600
232,300
62,300

124,500

151,300

26,800

7( 4,500)

(74,500)

50,000

76,800

202,500

202,500

$252,500

279,300

Other financing
sources (uses):
Operating transfers out
Excess (deficiency)
revenues over
expenditures and
other uses
Fund balances at
beginning of year
Fund balances at
end of year

26,800

(200)

837,600
78,000

831,100
79,100

(6,500)
1,100

81,475
1,186,575

71,625
1,171,125

9,850
15,450

494,500
436,000

480,000
417,000

14,500
19,000

Budget

Actual

1,072,000
125,500
1,037,600
1613,000
32,500
100,975
2,536,575

1,070,600
103,000
1,017,600
170,100
33,200
91,125
2,485,625

(1,400)
(22,500)
(20,000)
2,100
700
(9,850)
5( 0,950)

121,805
738,395
502,400
56,250
44,500
46,800
297,350
509,150
2,316,650

7,195
33,405
18,100
(6,250)
3,250
4,200
19,150
32,300
111,350

60,400

15,550

1,202,500

1,153,450

49,050

(15,925)

17,675

33,600

108,575

168,975

74,500

(74,500)

34,075

94,475

353,535

353,535

387,610

448,010

-

-

-

256,450

129,000
771,800
520,500
50,000
47,750
51,000
316,500
541,450
2,428,000

272,000

(15,925)

17,675

151,035

151,035

135,110

168,710

33,600

Variance
favorable
(Unfavorable)
-

-

189,300

-

35,500

Totals

60,400

-

revenues over
expenditures

189,500

-

881,300
103,000
186,500
91,000
33,200
19,500
1,314,500

-

S882,500
125,500
200,000
90,000
32,500
19,500
1,350,000

-

Actual

-

Budget

Revenues:
Taxes (note 2)
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Miscellaneous
Total revenues

S_ pecial revenue fund types
Variance
favorable
Budget
Actual
(Unfavorable)

-

-

Variance
favorable
(Unfavorable)

-

General fund

26,800

33,600

60,400

See accompanying notes to combined financial statements.

Table3

City of Example, Any State
Special Revenue Funds
Combining S tatement o f Revenues, Expenditures
and Changes in Fund Balance
Year ended December 31, 1979
with comparative totals for year ended December 31, 1978

Parks

Parking
meter

Juvenile
rehabilitation

199,700

480,000
417,000
256,450
1,153,450

414,040
346,414
238,419
998,873

8,225
11,677
19,902

17,675
151,035
168,710

54,551
96,484
151,035

-

168,400
749,990
71,420
63,614
1,053,424

207,600

201,000

199,400

80,900

199,700

-

-

-

422,500

325
207,925

417,000
417,000

199,400

80,900

3,550
32,600
36,150

5.500
49,980
55,480

1,600
28,272
129,872

(1,200)
28,506
27,306
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_

-

256,450
256,450

Totals
_ T979 978
189,300
831,100
79,100
71,625
1,171,125

79,100
600
79,700

-

70,700
260,000

-

$

-

201,000

-

422,500

-

Expenditures:
Public Safety
Highways and streets
Culture and recreation
Total expenditures
Excess (deficiency) revenues
over expenditures
Fund balances beginning of year
Fund balances end of year

Motor
vehicle
license

189,300

$

Revenues:
Taxes
Intergovernmental
Charges for services
Miscellaneous
Total revenues

State
gasoline
tax
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Table 4
City of Example, Any State

-

Parks Fund
Statement of Revenues, Expenditures, and
Changes in Fund Balance Budget and Actual
Year ended December 31, 1979
with comparative figures for year ended December 31, 1978

Variance
favorable
(unfavorable)

Under the
modified
accrual basis,
revenues must
be both
measurable and
a vailable.

Revenues:
Taxes:
Current
Penalties and interest on delinquent taxes
Total taxes

$

-

_

1979

Miscellaneous:
Rents and royalties
Interest
Total miscellaneous
Total revenues

Actual

189,000
500
189,500

186,700
600
189,300

(300)
100
(200)

168,000
400
168,400

80,000
500
80,500
270,000

70,100
600
70,700
260,000

(9,900)
100
(9,800)
10( 000)

62,414
500
62,914
231,314

20,000
32,500
129,050
33,300
20,700
36,450
272,000
(2,000)
32,600
30,600

19,300
30,000
122,850
29,850
20,220
34,230
256,450
3,550
32,600
36,150

700
2,500
6,200
3,450
480
2,200
15,550
5,550

17,200
28,842
122,432
26,414
14,219
29,312
238,419
(7,105)
39,705
32,600

ditures in excess of budget, decreasing amount of
capital outlay, use of short- or long -term debt to
fund current expenditures, and increasing percentage of unfunded pension liability to pension
assets. Debt management factors include reduced
bond ratings, increasing percentage of total expenditu res req uired for debt service, increas ing
amount of bonded indebtedness per capita, and increasing ratio of bonded indebtedness to total assessed value of property.
If you have analyzed your town's financial
statements, and you think there are financial difficulties, you can bring your concerns to your town
officials who can take actions to avoid problems.
Let's discuss several possible action steps.
Voicing Your Concerns
If the assessed value of taxable property is decreasing relative to market value, or increasing at
a slower rate, the municipality can improve tax
assessment procedures to provide for frequent reassessments and more effective appraisal techniques. It also can reevaluate policies for granting
special status, review policies for taxing construction in progress, and develop an economic development strategy to attract and retain businesses
and households. If there is an increase in the percentage or amount of delinquent taxes, the following steps could be used to improve the collections:
58

$

-

Expenditures culture and recreation
Supervision
Parkways and boulevards
Park areas
Park lighting
Park policing
Forestry and nursery
Total expenditures
Excess (deficiency) of revenue over expenditures
Fund balance at beginning of year
Fund balance at end of year

1978
Actual

Budget

5,550

increase delinquent property tax interest and penalty charges to more closely reflect the commercially available interest rates, initiate delinquent
property tax interest charges that vary in relation
to the prime interest rate or other short-term interest rate factors, shorten the time between property tax payment dates and property tax lien forecl os ure dates, an d es tab li s h an i ns t al l men t
payment process for homeowners with low or
fixed incomes to lessen the impact of one or two
large payments.
If current expenditures persistently exceed total
revenues, the town should take steps to improve
revenue collection procedures, improve expenditure estimating, improve budgetary control, seek
additional revenues, and increase taxes. If ratings
on general obligations are being reduced, the
cause may be declining image of the municipality
and its financial condition, excessive outstanding
long -term debt, or use of long -term debt to finance current operations. These problems can be
alleviated by taking steps to improve the image of
the municipality, reducing aggregate amounts of
outstanding long -term debt, and improving budgeting and financial planning.
These are just a few of the problems and possible actions that could occur in a municipality.
Therefore, citizens must be able to do more than
read their town's financial statements. They must
MANAGEMENT ACCOUNTING/ DECEMBER 1984

also be able to interpret adequately the financial
information presented to them by the town officials in order to identify potential problems and
recommend solutions.
'National Committee an Gmrrnmental Accounting. Governmental Accounting, Auditingg and Financial Reporting. 1968, pp. 6.7.
'16 id.. pp. 7.8.

°NCGA Statement #1, National Council on Governmental Accounting, March
1979, P. 6.
'Journal of Accountancy. American Institute of Certified Public Accountants, July,
. NC pp. 6t -62.
GA Statement 01. National Council on Governmental Accounting, March,
1979, p. 6.
°lbid.
' lbid.
.Ibid., p. 10.
'Ib id ., p. 1 1.
'olbid .. P. 12.

"1bid.. p. 21.
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Accounting
Education
William L. Ferrara, Contributing Editor

Some Thoughts of a Practitioner- Oriented Academic*

In our older and more established
professions, there is a great deal of
interaction between practitioners and
academics. We need more of such interaction in accounting, especially in
management accounting. Furthermore, NAA is in a unique position to
foster such interaction.
Somewhere in the not too distant
past, academics and practitioners
started to pay less attention to each
other. Whatever the reasons are for
this situation, the result is not good for
either academics or practitioners. On
the academic side too much research
and teaching may be done with inadequate attention to today's economic
and organizational realities. On the
practitioners' side too little attention
may be given to conceptual issues
and guidelines with the end result that
certain features of accounting practice have become much too easy to
criticize. We must guard against both
of these possibilities because academics and practitioners, as well as
the totality of the accounting profession, can be significantly damaged to
the extent that these possibilities exist and persist.

the other.
In more specific terms, NAA at all
levels must encourage more active involvement of academics in all aspects
of NAA. NAA actually represents the
best overall opportunity for a management accounting oriented academic
to keep in touch with the real world.
Similarly, academics represent for
NAA's practitioners an opportunity to
keep in touch with the ongoing resolution of those ever - present conceptual
issues and guidelines. Academics
should never be thought of exclusively as the potential authors of papers
and /or the chairpersons of professional development activities. We are,
or can become, very essential and effective contributors to the total package of NAA activities at all levels, i.e.,
local, regional and national.
Our new NAA National Standing
Committee on Academic Relations is
a step in the right direction. It represents official, top -level renewed recognition of a long- standing tradition.
However, a national committee can
only facilitate. True interaction must
take place at the individual level, especially in our local chapters.

Our Common Goal
Our common goal should be to
raise the level of excellence in our
profession. The task of the academic
is to deliver to the practitioner a first
class entrant into the profession. The
task of the practitioner is to nurture
and facilitate the enhancement and
polis hin g of th at diamond in t he
rough. However, neither of us can accomplish our task adequately without

Mutual Benefits
The local chapter program of NAA
can be a magnificent way for academics and practitioners to get in touch
and stay in touch with each other on
the real management accounting issues of the day. Monthly speakers of
substance plus the occasional plant
visitation and panel discussion are
the essence of the NAA package.
However, let us never forget the heart

60

of the NAA package, i.e., the one -onone discussions with other members
which can and will take place at any
time. At the regional and national level all of the above can be significantly
enhanced by enlarging the circle of
acquaintances.
The net result of increased interaction among practitioners and academics can bring to bear the talents of
both to help resolve real and very difficult management accounting issues.
For example, the whole issue of automation and robotics in manufacturing
could be the basis of some very interesting and fruitful discussions. Practically all NAAers would delight in being
present when any or all of the following questions are being discussed: **
''If financial analysis techniques
such as return on investment and
discounted cash flow lead to overly
conservative investment decisions
regarding automated manufacturing technology, can such techniques be appropriately modified or
supplemented ?"
"If justification of automated manufacturing technology should be
based on strategic considerations,
what can be done to encourage
top management to think strategically about manufacturing and the
contribution of a particular manufac tu ring in ves tm en t toward
achieving strategic objectives ?"
"If direct labor and inventory are
disappearing from the factory floor,
why should cost accounting systems devote so much attention to
them ?"
"If support personnel are growing
in importance in the factory, how
do we allocate their costs to reflect
their contributions to the production process ?"
"Do accounting systems based on
allocating growing overhead to
shrinking direct labor lead to inappropriate decisions, e.g., inaccurate bids, inaccurate pricing decisions, and inaccurate assessment
of a product 's c ontribut ions to
profits ?"
One doesn't have to think too long
to come up with similar issues and
questions relating to a variety of man-
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agement accounting problems of importance in today's real world. Nonetheless, the real issue here is not the
real world problem, the real issue is
bringing together both the special talents of practitioners and academics in
an attempt to discuss and resolve real
world managem ent ac coun ting
problems.
NAA was founded and exists today
to foster discussion and resolution of
real world management accounting
problems. In my opinion, NAA can
bring to fruition its goals only if the talents of both practitioner and academic members are brought together and
made sufficiently interactive.
My strong suggestion to all practitioner NAAers is to get acquainted
and reacquainted with those very talented academics in your local area
and region. The number of mutually
advantageous learning experiences
that can be derived has no limit. Not
surprisingly, academic accrediting
agencies are fostering "interaction"
via their accreditation standards. In
essence, we academics are increasingly aware of these mutual benefits
and we would like to have more practitioners similarly aware.
Perhaps the best way to summarize
these thoughts is to repeat my eariler
suggestion. Invite those local and regional academics to partake with you
of the entire abundance of NAA activity. Get to know them personally as
well as professionally. Your future and
theirs will be enhanced. Remember
that: the best academics and the best
practitioners know, appreciate, and
learn from each other.
C

cou nting- oriented successes as t h at o f
Mr. S m ith o f G enera l Mot ors.
Milton F. Usry
Professor of Accountancy
The Uni versi ty of West Flori da
Pensacola, Fla.
A Co stly Ove rhead Item ?
I enjo yed th e article, "Auto Dealers Lag
in Tr a n s f e r P r i c i n g , " by Jos eph A.
Scarp o , Jr., (July '84) very m uch. But I
disagree with a couple of points.
First: Mr. Scarpo m entions th at m ech anics wh o install those item s would
no t b e oth erwise used. I feel this can be

' Theso thoughts are based upon a presentation made to the
NAA National Board in January 1984.
"These questions are of the highest priority according to Professor Gerald Susman, director of the Automation Forum at
The Pennsylvania State University. Professor Robert Kaplan of
Car negie-Mellon University has also been aski ng such
questions,

William !. Ferrara is profossor of accounting, The Perinsy/vania
State University.

Letters

a cost ly overhead item when there are
do w n tu r n s in the eco nom y. Als o, it
doesn't leave the dealer m uch flexibility
other than to lay som e m echanics off if
a decline in business gets severe.
Second: I feel Mr. Scarpo's benefits
cost for t hese m echa nics is too low —
$ 1.41 pe r h o u r is only 16% of t h e ir
gross. And what about extra costs such
as he alth in s ur a nc e an d w o r km a n 's
compensation? I think the m oney he figured the com pany lost is overstated.
Danny Haag
Farrn Records Account ant
Cass City, Mich.
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experienced application specialists
assist you in matching the capabilities
of our AIM;3000 Financial and Inventory
Management software with your current
and future needs.

AIM/3000 Inventory Management
System
Inventory Control
Purchasing
Customer Order Processing
AIM,3000 Financial Management
System
General Ledger Reporting
Accounts Payable
Accounts Receivable
Fixed Assets
Payroll

Find out how HMS can meet your software needs — a t a reasona ble price,
with our no risk, 90 day money -back guarantee!
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not only in their role as accountants but
also in management careers augmented
by their accounting background.
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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 wit h asteri sks ind i cate 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, 10 Paragon Drive, P.O. Box 433,
Montvale, N.J. 07645 - 2011573 -9000.
Principles of Federal
Income Taxation (1984-85)
Dennis J. Gaffneyt Donald H. Skadden, and James E. Wheeler, Armand
Dalton Publishers, P.O. Box 318, Has lett, Mich. 48840, 1984, approx. 700
pp. —This textbook is updated through
the 1982 TEFRA revisions and is designed "to build a strong foundation of
basic tax concepts and principles." The
book might be of value to management
accountants who need a good review of
tax principles, although a primary competitor could well be the Prentice -Hall
o r C o mmer ce C l eari n g Ho u s e t ax
handbooks.
Telecommunications for the Executive
Ronald R. Thomas, Petrocelli Books,
Inc., 1101 State Road, Princeton, N.J.
08540, 1984, 122 pp.—This book should
be of outstanding use to accountants,
many of whom have corporate responsibilities for computers and communications. Unfortunately, because of the
len gt h of ti me i t tak es t o prepare a
book, there is nothing in here about the
Bell System breakup, which might well
be the biggest single factor affecting the
telecommunicatio ns indu stry in the
1980s. Also, the bibliography has nothing in it more recent than 1980.
This book does, however, give a good
introduction as to how the long distance
telephone system works, data communications, and office automation. A number of diagrams, charts, and tables help
make the book readable and a good introduction to an important topic.
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Miriam Redrick and Stan Stec, Editors

Corporate Internal Affairs:
A Corporate and Securities Law
Perspective
Marc L Steinberg, Quorum Books, 88
Post Road West, Westport, Conn. 06881,
1983, 291 pp.—The author, a lawyer,
provides good analyses and discussions
of such important issues as the impact
of corporate disclosures on management
integrity, the duties of management and
boards in tender offers, and an overall
evaluation of corporate accountability.
Basically, the author goes beyond corporate accountability and governance
and examines the much broader area of
corporate internal affairs. The approach
is that of public policy through an analysis of the leading court cases. Thus, it
provides good background material
rather than offering specific advice for
in di vi d ual co mpany s i tu at io n s an d
circumstances.
Socio-Economic Accounting
Ahmed Belkaoui, Quorum Books, 88
Post Road West, Westport, Conn. 06881,
1984, 324 pp.—The author states that
socio - economic accounting should "improve the quality of life and measure
and disclose such improvement in various forms of `social reports.' " A very
laudable objective. Unfortunately, in describing his book, the author begins by
su mmari zi ng C h ap ter 1 as follows:
"The paradigmatic thoughts, including
the commitment to social welfare, the
new environment paradigm in sociology, the ecosystem perspective, and the
sociologizing mode are included."
This book deals with an important
topic, although it is weighted toward
theory rather than practice. In the mid 1970s NAA had a Committee on Accounting for Social Performance that
produced two monographs —both of
which are thoroughly reviewed by Professor Belkaoui. This book is comprehensive, well footnoted, has extensive
bibliographies, and will be of real value
to students of the subject. It is not light
reading.
Deterring Fraud: The Internal
Auditor's Perspective
W. Steve Albrecht, Keith R. Howell, and

Marshall B. Romney, the Institute ofInternal Auditors Research Found ation,
249 Maitland Ave., Altamonte Springs,
Fla. 32701, 1984, 166 pp. —The dream
of almost every auditor is to uncover
"the big one " —a major defalcation.
Certainly few objectives of the internal
and external audit function are higher
in importance than the prevention of
fraud or, as a last resort, its detection. A
major objective of this important research study was "to identify common
personal characteristics of perpetrators
that might help auditors identify potential perpetrators."
The authors have studied a number of
actual fraud cases and have analyzed
the specific situations. Thi s volu me
may, in fact, have negative potential!
Any emp lo yee co ntemp lati ng fraud
might well chose to read this book to
determine where he /she is most vulnerable and what might be done to make
future detection more difficult . The
study, written specifically for auditors,
migh t t herefore be us ed t o i ncrease
problems in detection. The book is that
good.
Th e au t ho rs, who are al l facul t y
members at Brigham Young University,
have drawn a number of conclusions regarding the nature of fraud, what types
of people perpetrate it, and the characteristics of the organization that permits
a fraud. Among the interesting findings
are the following:
• 29% of the frauds studied involved
collusion.
• A major control weakness allowing
the frauds to be perpetrated was failure to enforce existing internal controls, while overriding of controls by
management was an infrequent cause
of fraud.
• 18% of the frauds were detected by
internal auditors, while 33% were detected by anonymous tips.
• Only 51% of all perpetrators were
prosecuted. Of these, 98% were found
guilty, and 31% were incarcerated.
• The majo r factors mo tivating employees to cause fraud included: living b eyond t heir mean s, an o verwhelming desire for personal gain,
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high personal debt, and a close association with customers.
• Organizational weaknesses encouraging fraud included: too much trust in
employees, lack of proper procedures
for authorizations, lack of personal
investment income disclosures.
• Perpetrat ors of l arge frauds used
th eir p ro ceed s . t o pu rchas e n ew
homes, expensive automobiles, and
so o n; t h o s e p erp et rat i n g s mal l
frauds did not.
• Perpetrators who were intellectually
challenged to beat the system committed larger frauds.
• Those who believed their pay was not
commensurate with responsibility
committed only small frauds.
Unfortunat ely, the auth ors found
that auditors were not aware of many
of these fraud factors and often tended
to dismiss them. Thus, a close study of
this book should be mandatory for all
internal auditors and those management accountants with organizational
responsibility for internal control.
A very valuable part of this book, in
fact making up over half the volume,
consists of a number of one -page case
studies of various types of fraud —along
with the authors' analysis of what happened, how it occurred, and, in most
cases, how it was discovered.
This is an impo rtant volu me, and
IAA is to be commended for sponsoring the study.

in its latest edition, has solved the organizational problem by continuing to
provide fou r s eparate vo lumes. The
original text of the ARB, APB, and
FASB statements is presented in two
volumes. The first is essentially "frozen" through June 1973, the date the
FASB was formed. The second volume,
which has approximately twice as many
pages as the first, represents what the
FASB has issued in its first 11 years of
existence.
How many people remember the subject of FAS V For trivia fans, the answer is "Disclosure of Foreign Currency Translation Information," and that
Statement has now been superseded by
FAS 8 and FAS 52. The latest standard
in the new volume is FAS 79, dealing
with "Elimination of Certain Disclosures for Business Combinations by
Non - Public Enterprises." Everything
FASB has issued in between is reprinted in numerical order and can be found
quickly. Also included are all interpretations and concept statements.
Fo r th os e wh o want GAAP organized by function or topic, there are
two additional volumes. The first of

Financial Accounting Standards Board,
Accounting Standards, 198485 Edition
McGraw -Hill Book Co., 1221 Ave. of the
Americas, New York, N. Y. 10022, 1984,
four volumes, approx. 5,000pp.—When
accounting professionals refer to generally accep ted accoun ting principles
(GAAP), exactly what is meant? Specifically, we are dealing with the official
pronouncements of the Financial Accounting Standards Board and its predecessor organizations. Over the years
this material has continually expanded.
When printed in chronological order,
the accountant is staring at more than
2,000 pages of material!
Obtaining information on a specific
accounting pronouncement requires a
well- organized reference work. These
volumes provide that source. The Financial Accounting Standards Board,
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these volumes deals with industry standards, such as, real estate, insurance,
cable television, and so forth. The second volume is organized in terms of
subjects such as accounting for leases,
res earch an d d evel o p men t , capi t al
stock, compensation, and so forth.
Each of the two separate approaches
to organizing this material—chronologically and by subject —is helpful. If you
know the number of an APB or FASB
opinion, the original pronouncement
volumes are desirable. If you are l9oking for all items ever issued relating to a
particular subject, then using the "General Standards" is a lot easier. In the
latter volume, a brief summary of each
topic is provided for easy reference.
It is unfortunate that NAA cannot
make these volumes available directly
to members. The AICPA sells the four
volumes at a substantial discount to its
members, but NAA cannot. We have
discussed the possibility of the same
d i s co u n t wi t h b o t h t h e F AS B an d
McGraw -Hill, but our efforts thus far
have proved unsuccessful. Nonetheless,
every practicing management accountant should have access to them.

Your firm needs
computers.

But'nqwotoff
the bottom
line.
You don't have to buy a new computer to use one. Lease direct from
us. Any make. Any store. Any time.

CALL US LEASING
800-227 -4188
In California call 800 - 792 -0886.
Not available in Alaska. Hawaii,
Arkansas and Louisiana.
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Under the Chairmanship of Richard W.

Warren W. Byrne

Herbert
l orlz
Burton and Karen Lamont
Lancaster Chapter
Mr. and Mrs. Charles P. Leone
Theodore G. Lieb

Ha r r i s ( L o s Angeles), th e fun d - raising

Robert G. Chapman

Rebecca L. and J. W, Long

Mr, and Mrs. R. Leslie Ellis
Lafe Fox
Johnson and Johnson
Johnson Controls Foundation
Grant U. Meyers
Mr. and Mrs. Vernon Owens
Peat, Marwick,
Mitchell Foundation
Charlotte and Emil Scharff
Mr. and Mrs, Charles T. Smith, Jr.
Colin A. and Ruth Stillwagen
Lou and Jan Vlasho
Glen E. Woodson

Mr. and Mrs. Ga ry Luoma
Carl V. Menconi
Mid - Atlantic Council
Charles R. Miller
Fred E. Miller
Milliken Foundation
Milwaukee Chapter
Ralph W. Newkirk, Jr.
Oakland -East Bay Chapter
Oklahoma City Chapter
Betty and Wayne Oldham
Tom W. Oliphint
Mr. and Mrs. Thomas M. O'Toole
Pandick California, Inc.

Anonymous Donor

Robert E. Paterson

NAA's Building Fund Campaign
M e m b e r /Chap
C a m p ai
aign
Pttee r Ca

for NAA's
new home in Montvale is in full swing.
He r e a r e i t s l e a d e r s :

Mid- Eastern Region: Chairman, Be t ty J. Oldham, Cincinnati; Vi c e C h a i r ma n , Harold Arnett , An n A r b o r ; Di vi lion Chairmen, Richard Duro, Cant on;
J a me s H u m m e l , Evans v ille; Wi l l i a m

McKinley, Northwest Keystone; William
Yaeger, An n Arbo r.

Southeastern Region: Ch airman ,
James O. Ingle, Atlanta North; Division
Chairmen, JerryY . Baldwin, B a t o n
Ro u g e ; A l v i n T . C l a r k , Richmond Lee;
R a n d Y E d wa r d s , Chattahoochee Valley
y,
R. Scott Joslin, Nashville -Music City;
Mary Jane Sperry, Fort Lauderdale;
Cynthia
Swa gg er t y Charlotte Gold ;
Y
James H. Toy, Spartanburg Area .
South Central Region: Chairman,
Fred S. Schulte, Austin Area; Vice
Chairman, Mike Barnes, Tulsa; DtVtlion Chairmen, John Moore, Mid -Mi s souri; Ben Speckler, Houston Lone Star;
Paul Wiley, Dallas; Herman Windsor,
Abilene Area; Jack Wolfe, Tulsa.
North Central Region: Chairman,
Thomas F. Cotteleer, Chicago; Vice
C h a i r m a n , B r y a n Mi t c he ll , C hic ago;
D i v i s i o n C h a i r m e n , B i l l C o r w i n , De s
Mo in e s ; D e nn i s D a l y , LaC r oss e - Winona

Area; Bob McLaughlin, Rockfo rd.
Western Region: Chairman, Charles
R. Leone, San Jose; Vice Chairman, Jerry C a b r a l , S t o c k t o n

Ar e a ; D i v i s i o n

Chairmen - Dean Arnold, Pikes Peak ;
John Brown, Eugene-Spring f i eld, Sal
Forzano, Scottsdale Area; Leo Olsen,
Peninsula -Palo Alto; Rex D. So u tar, Los
Ange le s .

Participants to Date
The objective of these NAA

v o l u n-

teers is to u n ite th e 90,000 m em b ers o f

NAA in pride of ownership of the new
perm ane n t asso ciatio n ho m e. As t h e y

sparked and assisted chapters in their
Building Fund participation, they were
encouraged by $400,000 in pledges and
contributions from the following:
Founders — $10,000 or more
Ettore Barbatelli
Clinton W. Bennett
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Firman H. Hass

Sponsors — $5,000 - $9,999
Patricia P. and Joseph L. Brttmit

Dresser Industries, Inc.
George and Lillian Gee

Ohio Council
Price Waterhouse
Schering- Plough Corp.
Howard and Marilyn Siers

Supporters — $1,000 - $4,999
Brenda T. Acken
Allied Corporation
Amarillo Area Chapter
John C. Arme
Harold E. Arnett
Mr. and Mrs. Dean W. Arnold

Leslie I. Asher
Mrs. M.L. Ballantyne
Baltimore Chapter
Michael and Sally Barnes
Mr. and Mrs. Donald H. Barry
A. Kenneth Benson
Mrs. Robert Beyer
Bigelow - Sanford Inc.

Alfonso and Delia Blanco

Pepsi Cola Bottling Co. of Tampa
Pikes Peak Chapter
Princeton Chapter
Stanley R. Pylipow
Clair M. Raubenstine

David W. Rewick
Rio de Janeiro Chapter
Rochester Chapter
A. T. Samuelson
Fred and Sharon Schulte
Herbert Seiffert
R.L. Shultis

Simmonds Precision Products, Inc.
Mark and Carol Sinclair
Southwire Company
Mary Jane and Herbert Sperry
The Sperry and Hutchinson
Company , Inc.
Mildred B. Stephens
John S. Surabian, Jr.

Mr. and Mrs. Arthur S. Taylor
John E. Vavasour
Virginia Council
Franz V. Von Bradsky
J. Donald Warren, Jr.
wild West Council
Leonard O. Zick

Donors — $100 - $999

Borg -Warner Chemicals
James Bulloch
Joseph Calace- Mottola
Lewis R. Cheaney
James H. and Trudy Childers
John and Dolores Chironna
James D. Collier

Abilene Area Chapter
Acadiana Chapter
Rosalie Albanese
M. C. Althaus
Amax Exploration, Inc.
Roger H. Andrews
Satoshi Asato

Columbus Chapter

Leslie 1. Asher

John E. Brown

Cuyahoga Valley Chapter
Dallas Chapter
Jean and Bruce Davis
Mr. & Mrs. W. Atlee Davis, Jr.
Delaware Chapter

Robert R. Densmore
Diablo Valley Chapter
Clemens A. Erdahl
Ex- Cell -O Corp.
Serafino Forzano
Greater Greenville Chapter
Richard and Betty Harris
Heartland Council

Bob W. Hines
Huber. Hunt and Nichols, Inc.
John B. Inglis
Mr. and Mrs. Donald C. Jensen
Keystone Mountain States Council
A.M. King

Mohammad Ashraff
Arthur J. Askins
John W. Atkinson
Atlanta North Chapter
Atlantic Richfield Foundation,
in name of Ewald Schneider
Bobbie and Murlin Barker
John C. Bass, Jr.
Mohammed S. Babah

William H. Beadle
Beckson Marine, Inc.
J. Lawrence and M. J. Bergin
Lee A. Bernard , Jr.
John and Cherie Billings
Birmingham -Music City Chapter

David A. Black
William Blackie
Louie H. Blyden
Boise Chapter
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Boston Chapter
J. Paul Breitbach
Bridgeport Chapter
Mrs. Rawn Brinkley
Jerome Briner
Brown and Williamson
Tobacco Co.
R. Lee Brummet
Robert P. Bryarly
Butler Area Chapter
Robert H. Carneiro
John D. Carpenter
Jerry P. Cavender
Connecticut Gateway Chapter
Louis A. Cicuto
1982 Conference
Operations Committee
Contech, Inc.
James J. Corboy
Jeff L. Coxsey
Paul F. Cowin in name
of Roy B. Cowin
Robert L. Cramer
Camile M. Cyr
James R. Davis
Kathleen Davis
Thomas Garfield Davis
Dorothy L. Diemel
Dixie Council
Mr. and Mrs. Robert V. Dodd
Diane Downey
Durham Are a Chapter
G. Marshall Eaches
Bert T. Edwards
James B. Edwards
J.W. Egan
Ramiro Eiriz
Thomas J. Emling
Erie Chapter
Henry A. Erk, Jr.
Evansville Chapter
William E. Evison
M.M. Fadel
Dixon Fagerberg, Jr.
Robert J. Fairbanks
Colleen Farley
William L. Ferrara
L.J. Flury
Kirtland Flynn, Jr.
Richard W. Fielder
Drs. Dale and Tonya Flesher
Florida Council
James G. Fox
John J . Fox
Fox River Valley Chapter
Michael H. Francisco
Edward C. Gast
Georgetown - Myrtle Beach Chapter
Bruce R. Gibbs.
Joseph R. Gilhealy
Donald A. Glenn
Jerome N. Gold
Richmond M. Goldstein
Rick Goodrich
Larry Gozur
Charles L. Grant
Greater San Gabriel
Valley Chapter
Richard Greene

W. C. Groome
Dexter Eugene Gulledge
Hampton Roads Chapter
J.J. Hanley
Ann M. Hardwick
Heart of Wisconsin Chapter
Harriet & Henderson
Yarns, Inc.
Anita B. Hayes
J. Brooks Heckert
Mr. and Mrs. Paul M. Herring
Con Hewitt
Robert D. Hoover
Gary W. Howard
Peter Howley
Earnest A_ Huband
Milton Hudders
James G. Hummel
James O. Ingle
Paul E. Jaynes
George D. Jeddeloh
Lorraine Johanson
Clark H. Johnson
Philip W. Johnson
Nicholas Price Jones
Frederick H. Kalmes
Richard B. Kasavich
Walter M. Kasunic
Paula G. Keen
Donald E. Keller
I. Wayne Keller
Kelley Systems
Arthur A. Kiefer
Jack A. Kiefer
John D. Kilma rtin
Howa rd M. Knight
Robert F. Kohls
Erwin S. Koval
Ray L. Krause
Joseph Kravit
Frank Kubu
James R_ Kuruc
Lake Superior Chapter
Stephen Landekich
John P. Lavery
Stephen T. Leidig
Gene P. Leporiere
Edward C. Lowe
Louisville Chapter
R. Terry Lyle
Lynchburg Chapter
Madison Chapter
Paul H. Madsen
Michael J. Maloney
Matthew Manceri
Mandel & Wagreich
William F. Marsh
Cecil D. Marshall
George E. Martin
Harlan H. Maurer
Massachusetts North Central
Chapter
Mario A. Mazza
George W. McBride
Donald McCarty
Grant L. McCauley
Kenne th Mc llroy
Walter L. Mc Kinnon
Francis Mejstrick

Janice and Bob Meyer
William R. Mercer
Meredith Employees
Credit Union
Miami Chapter
Mid - Missouri Chapter
Mid -Ohio Chapter
Gary W. Miller
Gilbert E. Miller
Herb Mindlin
Minneapolis Viking Chapter
James W. Moore
Morristown Past Presidents
T. Wayne Muligan
Carroll L. Myers
Mr. and Mrs. M.R. Myers
Sam Myers
Nash Finch Co.
O.K. Nelson
Eugene R. Nevins
George L. Nicholas
Robert F. Nolan
North Dallas Chapter
Northeast Mississippe Chapter
Northern Wisconsin Chapter
Northwest Keystone Chapter
Oakland County Chapter
Charles J. Odrobinak
Ohio Mid Eastern Chapter
Olean- Bradford Chapter
Louis J. Oliverio
Frank O. Olsson
Carl G. Orne
Matthew J. O'Rourke
Palm Beach Area Chapter
H. A. Papenfoth
Paul J. Parquet
William J. Pawelec
Pennbank
Pennsylvania Northwest Chapter
Luiz Collazo Perez
Permian Basin Chapter
Gordon J. Phillips, Jr.
Ginnie and Charlie Phipps
Pioneer Hi -Bred
International, Inc.
Thomas C. Pitney
Pomona Valley Chapter
Potomac - Chesapeake Council
Patricia C. Pratt
Providence Chapter
Robert L. Pyle
Charles A. Rainaud
Ramon E. Ramirez
John M. Ray
O. A. Redhair
Mr. and Mrs. Ray Rehfield
John F. Reid
Robert F. Richards
Kenneth O. Richmond
Richmond Jackson Chapter
Richmond Lee Chapter
Ronald Rimi
J. Hart Roberts, Jr.
Ivan W. Robertson
Albert Roeper
Carlos Roig
Mark Romboli
Mr. and Mrs. R. L. Rosenblatt

Tom Rubin
Wade B. Salisbury
David J. Salisch
Stephen Salzman
Adolph T. Samuelson
Quentin E. Samuelson
San Deigo East County Chapter
San Jose Chapter
San Mateo County Chapter
Savannah Chapter
Lloyd Schatshneider
Evald Schneider
Michael K. Scheiner
Scottsdale Area Chapter
Candace R. Seekatz
Bernard Shenkman
Gordon A. Scofied
Elliott L. Slocum
Lloyd W. Smith
Martin S. Smith
Elroy J. Snouffer
Roger J. Steinbecker
Alvis Stephens
William F. Stewart
R. W. Stonebraker
J. Charles Stracuzzi
Susquehanna Valley Chapter
Eugene F. Svatek
Roland P. Talbot
Howard C. Taylor, Jr.
TBS Industries, Inc.
James F. Temple, 11
Tennessee Valley Council
Irving Tessler
Robin and Marion Thurlow
Thomas A. Tillman
Robert E. Todd
Daniel Travieso
Tulsa Chapter
Henry S. Turner
Helen E. Underwood
Peter Urban
William L. Ureel
Gary Valdez
Jacqueline A. Valentic
Fred Van Alstyne
Harold A. Van Dees(
Norman H.S. Vincent
James J. Vincenzo
Virginia Council
Virginia Skyline Chapter
C. A. Vobroucek
R.O. Walton, Jr.
Charles C. Ward, Jr.
Ward Leonard Electric,
Co., Inc.
William Warshauer, Jr.
George C. Watt
West Los Angeles Chapter
Western Wayne Chapter
Richard B. White
G. Thomas Willis
Kenneth E. Wire
Thomas Wood
Rolfe Wyer
George Young, Jr.
Lillian Y.C. Yu
Darlene M. Zaborsky

Contributors — $25 - $99
Morris Adler, Ursel K. Albers, Kenneth E. Anderson, Thomas A. Andrus kevich, Jaime Aviles, Joseph M. Bafaro. Lyle L. Bare. Jeffrey Bartlett, David
Barron, Jack F. Bassett, Ashley N. Beasley, William F_ Bentz, Mark Berid.
Yezdi Bhada, Reginald S. Bickford, Richard Bieganski. Dorothy Bishopp,
Michael Bisone, Donald W. Blacka, John Blears, Jr,. Christine J. Blossom.
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Joseph A. Bogovic, Ellis G. Bohon. Robert J, Borgman, Astika Botejue, Her iberto Bourdon- Franco, John L. Brigham, Nicholas P. Brown, Richard D.
Brown, Mr. and Mrs. Robert Busby 111. James E. Caldwell, James R. Caldwell. Benjamin J. Canto, W.S. Carr, Charles P. Ccdcrgren. R.F. Chandler,
Charle stown Chapter, Willard M. Chastain, Thomas Chin, Dr. Frederick
D.S. Choi. David E. Clementi. George Coble. Seymour I. Cohen. Dana A.
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Cole, Kenneth Collins, James H. Conklin, John M. Constantino, Matthew
Ira Cooper, Paul F. Cowin, in name of Earl E. Frederick, Le slie W. Cox,
Douglas R. Crane, Charles K. Crum, John A. Cunningham, Jeanne M. Davidson, Orlen C. Davis, Jr., R.G. Deland, Richard G. DeMuth, Joseph A.
Devore, Robert A. Dickey, Donald J. DiClemente, George R. Donnell, Patricia P. Douglas, M. Larue Drake, Oliver J. Edwards, Herbert C_ Eichhorn,
Ralph N. Elliott, Gerald O. Enright, Adolf J. Enthoven, Alton B. Eshbach,
Elizabeth Ann Fallis, Fayetteville Area Chapter, Bruce Felt, Marjorie E. Fenelon, W. E. Ferguson, Joseph W. Ferioli, Robert R. Ferrier, Henry D. Fick,
Kenneth A. Filo, David J. Fisher, Jerry L. Ford, Keen W. Franklin, Mr. and
Mrs. J. C. Freeman, Louis Freidenberg, Iluminada R. Gaerlan, Paul M. Gas kill in memory of Barbara Gaskill, James S. Gasparda, Alexander Georges,
Stanley A. Gilbert, Andre w J . Glass anos, Aaron B. Goldbe rg, Robert J.
Gonnella , Richard E. Green, Judy Haeve rs, John K. Hammond, Le ster G.
Ha nse n, Russ e ll W. Hardy, T homa s F. Ha rt, Robert F. Holtz, Sr. , W.
Dwight Hooper, David C. Howard, John H. Howe, Charles R. Huber, Richard T. Hunt, William J. Jacquette, Phillip R. Johnson, R. Horace Johnson,
Paul R. Johnston, John W. Jones >A. Carrot Josey, Albert D. Kaiser, Jr.,
Maurice E. Karosen, in name of Mert Cass, J.G. Kelley, John H. Kempster,
J. Ray Kile, Linus W. Kinner, Deborah B. Klaes, Allan M. Kline, Patricia L.
Knight, Robert J. Knueven, Kenneth K. Knutzen, Laura M. Kochel, Shirley
A. Koehler, Michael E. Kowalchik, A. V. Kroha, Virgnia Kunkel, Mr. and
Mrs. C. W. Lamden, Clarence Langer, Thomas Leahy, Lorien C. Lee, Willis
A. Leonha rdi, Larry L. Linc oln, Robert J. Linley, Los Angele s Cha pte r,
Mortimer Lugo, Mary E. Lynch, Robert E. Malcom, Richard B. Mansfield,
Marketing Analysts, Inc. , Alvin Marn, Mervin L. Martin, Richard F. Martin, Alvin A. Matsumoto, Matthew Mauceri, Naja Barrett Maxwell, Paul J.
Mayer, Ralph C. McBride, George L. McCoy, James F. McFadden, Marilyn
K. Mlnar k, Robert E. Montague, Jim Moyle, Roger P. Murphy, David M.
Murray, Thomas B. Noble, Mortimer (Mike) Odermatt, Timothy P. O'Hara,
Ralph Olenick, George B. Owens, Donald A. Pabst, John Palagra, Moritz
Pape, H.L. Pardoe, J. Malcolm Parker, Arthur D. Peffer III, Janet C. Pen dergraph, Pensylvania Northeast Chapter, Martin Peyer, Gerard P. Pignata,
Lee Ping, R. K. Portman, Richard H. Prall, Thomas J. Purcell III, Gordon
Putnam, Racine - Kenosha Chapter, Frances W. Repole, Nadette Raymond,

Kenneth R. Rickey, Warren Rivera, David and June Robertson, George P.
Robe rtson, Gae ton F. Rocc amo, Frank M. Romne y, C hes te r A. Ros enberger, C.A. Ross, Jr., Mark, S. Rutherford, Cesar A. Salas, Quentin E. Samuels on, Mr. and Mrs. D. J . Sc he pke r, Ga rry M. Sc hliefke, J a me s T .
Schultz, Laura Schwartz, A.A. Schweighauser, Joel M. Segal, Kazuo Senda,
Martha R, Shapiro, Daniel K. Shimokawa, Melvin J. Shoup, John H. Shroat,
Theodore Simon, John B. Simonton, William S. Sims, Joseph S. Sink, Jr.,
Howard Sirota, Dennis Sizemore, Richard J. Slais, Slippery Rock State College Student Chapter, Arthur H. Smith, Douglas J. Smith, Le n F. Smith,
Joseph E. Sokolows ki, T . Christophe r Stambaugh, F.W. Stanc h, Roger J.
Steinbecker, Howard Stingel, J.D. Stoeberl, Jerry H. Strasberg, Oscar, Beverly and, Holly Suarez, Stephen J. Sullivan, William S. Suns, Syracuse Chapter,
Scott G. Thompson, Carl E. Thorese n, Cha rles W. Tuc ker, Upper Finger
Lakes Chapter, John K_ Valere, Lawrence R. Van Deusen, Winslow O. Vick erie, Leonardo B. Vila, C. Richard Volk, C harles R. Wagner, Ric hard W.
Wagne r, Robert E. Waile s, Robert F. Walke r, He nry W. Wa rd, Robert J.
We afer, Ma rilynn R. We lch, Norman V. We rling, Richard M. Wes ting,
Thomas S. Wetzel, Paul and Diand Willey, Paul C. Wirth, Robert E. Wisniewski, Roger D. Wollstadt, R.A. Yearlin, Seymore Yellin, Douglas Zaccaro, Leonard E. Zastrow, John C. Zampetti.

Other — Less than $25
Michael V. Accardi, L.M. Barrick, Thomas Burgos, D.A. Davisson, Kavin
Dunha m, C harle s R. Dupree, Charles R. Duval, Redmond R. Eve rard, in
name of John F. Voigt, David Frac, Ann Fre y, Robert Give n, Clarence C.
Householder, Jimmie D. Huggins, Alan J. Inman, Kenneth J. Kakaty, Marsha Lakeron, Christopher Loesch, Stanley Miller, John M. Mullaly, William
T. Murphy, Maria K. Pa rks, Le wis D. Pe try, Ca rol A. Pierri, J ame s M.
Schulte, Lee W. Shirley, R.L. Sikes , Kunwar Rajendar Singh, William B.
Stodda rd, J r. , Dona ld W. Strom, Martin A. T hilmony, Ge orge Toma si,
Thomas A. Tucc i, Avra m Tucke r, Virginia Skyline Chapter, Mr. a nd Mr.
W.T. Woods.
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Systems
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microcomputer in the midst of a job involving confidential data, employees are
instructed to save the data and clear the
screen. We have formal guidelines to
follow when processing confidential
information.
We use both "canned" software and
software developed in- house. We also
use decision support systems, word processing packages, communications systems, and computer graphics software.
Included in our in -house software packages are printer set -up programs, documentation programs for catalog files,
and data transfer packages. We also
have a program to calculate an investment index. By using BASIC we developed a package that allows the user to
generate indices based on various levels
of savings and, if necessary, various periods of write -off. Additionally, we have
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developed a capital justification program that allows a user to run a sensitivity analysis on each investment and
to perform follow -up functions on programs approved in prior periods. I find
that both packages yield tremendous
time savings and give the controller a
definite edge on judging the reliability
of input data furnished by his management team.
Th e o ld sayin g t hat "a p ict ure i s
worth a thousand words" can be applied in triplicate to financial information. By using the microcomputer in
conjunction with graphics software, we
are able to produce professional visuals
at a very low price. The data used to
produce these visuals come from two
sources. One source is direct input by
the user. By capturing information in
data interchange format (DIF) files, we
can feed graphics data directly into the

graphics package. The real advantage to
using graphics packages that are compatible with the microcomputer is that
the user does not need to have specific
computer knowledge.
In the face of rapid technol ogical
change, one might ask what our plans
are in the event a newer and better microcomputer is introduced. I have read
that "a piece of hardware is only obsolete if it ceases to serve your needs." I
agree wholeheartedly. We have made a
commitment to use microcomputers. I
do not expect our accounting force to
ou tgro w th e mi crocompu ter, b ut t o
grow with it.
Ron Dockery is staffcontroller, Training
& Personnel Development Co., 3M, St.
Paul, Minn. He is a member of St. Paul
Chapter, through which he submitted
this article.
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The NAA Video Network

Question
of

Keeping Up
The Association is using latest technology to extend its range
of educational services offered to management accountants
intent on pursuing Continuing Professional Education.

One of the challenges facing management accountants today is keeping up with new trends and regulations in their field. Management accountants
must maintain a broad range of skills that stretches from tax law to pension accounting, microcomputers to economic forecasting, cash management
to controlling warehousing. But finding time amid
daily activities to scan the plethora of reading material that reflects current developments poses a
formidable challenge. Yet, the vast majority of
management accountants harbor a genuine desire
to keep up, increase their knowledge, and improve
their professional capabilities.
An Endemic Situation
The National Association of Accountants has
developed the NAA Video Network to alleviate
this endemic situation. Taking advantage of the
widespread use of the low- priced video cassette recorders, NAA is using video production to disseminate information efficiently, effectively and
eco n o mical l y t h o u gh o u t t h e ran k s o f t h e
profession.
"The video medium is not a high -tech toy in the
field of accounting," says Alfred M. King, NAA
MANAGEMENT ACCOUNTING /DECEMBER 1984

managing director of professional services. "It has
become a necessity. New information is being generated so fast and old information is changing so
constantly that virtually no one has time to read
all that has been written or to attend all the seminars, symposia, and congresses that would help
him do his job better."
The NAA solution, at least in part, arrives at
corporate doorsteps as video cassettes that are being produced in a joint venture between NAA and
Crockett & Associates, Inc., of Nashville. Subscribers receive a monthly video program containing three or four one -hour segments, each covering a fundamental issue or topic. In a year, a
regular viewer's professional horizons will have
expanded dramatically.
Dis cus sin g the Network at NAA's Annu al
Conference, Ray Groves, chairman of Ernst &
Whinney, said, "This series of video tapes promises to be beneficial not only to management accountants, but to the entire profession. And it has
the added value of being a very cost effective
means of delivering up -to -date educational information. My firm demonstrated its belief in the
value of this effort by becoming a charter sub67

scriber. We also have contributed the time and
talents of our personnel to presenting some of the
sessions. I urge everyone to investigate this worthwhile program."
Continuing Professional Education
At Johnson & Johnson, the corporate controller, Clark Johnson, has actively supported the
Network for two reasons: to keep his staff up to
date and to help provide the required hours of
Continuing Professional Education (CPE) for the
many J&J employees who hold the Certificate in
Management Accounting (CMA). As chairman of
the Board of Regents of the Institute of Management Accounting —which sponsors the CMA program —Clark Johnson has a unique perspective.
"The Video Network is a good way to keep our
staff current on a variety of financial and accounting subjects, and it is a low -cost way to meet the
CPE requirements (30 hours a year) which each
of our CMAs and CPAs needs."
Charlie Smith, Peat, Marwick, Mitchell & Co's
managing partner in Detroit, says, "I know that
any of our partners and managers who are coming
up short on their CPE requirements in Michigan
near the end of the year have access to the Video
Network tapes which we keep on file in our office.
They will be able to get the required hours conveniently and at low cost to the firm."
A Do- It- Yourself Seminar
"We find this an excellent way to get a wide
view with substantial depth of what's happening
in management accounting," says Don Hughes,
personnel & development director of the finance
staff and law department of Monsanto. "It 's a
very good experience to hear outside perspectives
from corporations, professionals, and academia.
Without something like this, it's all too easy to
forget the extent and complexity of management
accounting."
Monsanto has one of the largest complements
of Certified Management Accountants on board.
These CMAs, and many of their colleagues, have
a direct interest in continuing education but cannot always afford the time it takes to fly to a seminar and spend a day or two or more there. So
when they heard about the NAA Video Network,
they formed a committee of controllers to analyze
a few demo tapes and judge their worth. They
liked what they saw —not only were the programs
highly informative but also had cost - effective
potential.
Monsanto distributes the list of topics, which
includes not only the current month's tapes but
also volumes from months past. Key people at
various offices across the country can request
whichever topics they consider relevant. They
then organize a discussion group of up to 20 peo68

pie. Written material for the discussion is provided by the Network along with the tape. One perso n is t hen as si gn ed t he t as k of l eadi ng t he
discussion. In effect, it's a do- it- yourself seminar
that they can hold at any time. In fact, it's a whole
series of seminars.
"It's far more effective than just passing out
reading material," says Mr. Hughes. "Everyone
proceeds through the topic at the same rate, so
discussions are easier. And the programs are in
plain language, so everybody understands and no
one need hesitate to join a group for lack of previous education."
Like Several Weekly Magazines
At the opposite extreme, there is the case of an
individual at Georgetown Consultants, Inc., in
Connecticut, a group of 12 financial consultants
who serve public attorneys. There, the audience is
just one person, Michael Dirmeirer, a vice president. As a CMA and conscientious professional,
he has a personal requirement for continuing education. He has regularly attended seminars that
last up to two or three days, which is fine except
that it represents half a week's work outside the
office.
"Two factors make the NAA Video Network
subscription valuable to me," says Mr. Dirmeirer.
"There's the convenience of being able to pursue
education at home. And there's the invaluable
quality of receiving current, up -to -date, in -depth
information. It's like receiving and reading several
weekly magazines. In an hour, the professor or
panel on the tape covers the fundamentals of important issues. Then, with the printed materials
that come with the tape, I can delve as deeply as I
feel I should. As a consultant to public attorneys,
depth and spread are essential to my job."
The Value of Educated Management
Accountants
While there are many individuals like Michael
Dirmeirer who use the NAA Video Network to
create, in effect, their own corporate seminar /education programs, the list of Fortune 500 subscribers reveals the real value of well - educated management account ant s: Apple Co mput er, B.F.
Goodrich, Bethlehem Steel, Borg -Warner Chemicals,-Dupont, Eli Lilly, GTE, Gulf Oil, IBM, J.C.
Penny, Johnson & Johnson, Morgan Guaranty
Trust, Rockwell International, Tandy and Pillsbury, to name a few.
Take Pillsbury, for example. There Jerry Ford,
vice president ofadministration, assembled a task
force of four to launch a pilot program. It posed
two questions: was there a need for an in -house
continuing education program, and was the NAA
Video Network a viable source for such a program? It invited 15 staffers to view a tape, particiMANAGEMENT ACCOUNTING /DECEMBER 1984

pate in a discussion, and fill out an evaluation.
Their responses to questions about their professional needs and interests, the quality of the programs and the relevance of topics were all posit i ve— a cl ea r i n d i cat i o n t h at a co n t i n u i n g
education program was wanted and that the NAA
Video Network tapes could form the core of such
a program.
This is how the Pillsbury program works: A
committee screens the tapes and identifies a target
department or office. An individual with exceptional strength in that area is asked to organize a
one -night presentation. Without a good video program as a foundation, such a request would be a
ponderous duty for an individual. But having a
ready -made program makes it relatively easy.
The Value of Discussion
In a typical "seminar," the leader gives a five to- ten - minute introduction and then switches on
the VCR. The "students" watch a segment of the
program, then break for coffee and a stretch. A study group at Pillsbury above participates in a Network proThen they reassemble for discussion. This period gram. Later they will discuss what they've seen.
is an important complement to the viewing of the
tape. Participants do not just repeat the facts pie with books —ifbooks on such current topics
they've learned but rather discuss the implications were available.
those facts have on their jobs at Pillsbury. This
sequence is repeated for the second half of the No Acceptable Alternative
tape.
What is the future of the NAA Video Network?
Five factors make this "class" especially effec- It can only grow into a widely established institutive. First, it was a video presentation, not depen- tion in the management accounting field. In Nodent on outside reading and research which gener- vember, the network will videotape the highlights
ally is not performed at the same level by all of the annual Financial Executives Institute (FEI)
participants, thereby reducing the effectiveness of Financial Reporting Conference. Subscribers will
traditional formats. In the video format everyone "be there" at the New York Hilton to see and
is working with the same fresh information.
hear some of the country's leading financial proSecond, since everyone is from Pillsbury—and fessionals, and the Network will be sending the
not necessarily from the same department —each tape out to all 90 FEI chapters so FEI members
participant has a common perspective to which he throughout the country can participate.
or she can relate the material.
There is no other service filling the increasing
Third, because it is not really a seminar in the need that management accountants have to keep
traditional sense, discussion is planned as an inte- up with a profession that is accelerating as fast as
gral part of the program. Any teacher can verify the 20th Century itself. The discipline of accountthe value of discussion in long -term retention.
ing for business is evolving too quickly for acFourth, the benefits to the company are en- countants to keep up easily in all the areas they
hanced because the group meets at a time conve- are involved in, let alone in peripheral areas they
nient to Pillsbury, not the organizer of an outside might become involved in tomorrow.
seminar. The participants do not waste time and
Of course, Video will never supplant the value
money traveling, and there is an unmeasurable, and necessity of written material. But the pace of
but nonetheless real, benefit of having several peo- today's business demands the use of today's techpl e fro m t h e co mpan y b ei ng abl e to att en d nology. The corporations and management actogether.
countants who recognize this fact know it takes
Fifth, the per - person cost of the tape is much something like the NAA Video Network to keep
less than it would be just to supply all those peo- up.
11
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People in the News
Smith Elected to Peat Marwick's
Board of Directors
Charles T. Smith, Jr., NAA chairman
from Detroit, has been elected to the
board of directors of Peat, Marwick,
Mitchell & Co. He is managing partner
of Peat Marwick's Detroit office.

Promotions and New Positions
James H. Druschel, Beaver Valley, has
been named controller with Phillips
Prod. Co . . .. C yri l A. J u rk o ws ki i s
now controller for Mulach Steel Corp.

Inc.... Kenneth L. Gottschall has been
named controller of Hershey International Limited .... Dennis J. Rupp is
now comptroller— treasurer with Walter W. Moyer Co.
Harry A. Gilbert, Los Angeles, CPA has
been named chairman of the board of
Robert Half of Southern California and
Accoun temps. Fo un d er an d fo rmer
presiden t of RHSC, Mr. Gilbert remains CEO of the company which is the

Edward J. Toth, Cleveland East, was
promoted to vice president and assistant
to the chief financial officer for TRW.

i lk1i

H.K. Hart, Des Moines, has been promoted to ass istant vice president at
IMT Insurance.

regional arm of Robert Half International. He i s a p as t NAA n at i o n al
director.

William G. Dewitt,, Erie, is now controller at Hammermill Paper Co.

James P. McLaney, Merrimack Valley,
past national director, has been appointed manager, division audit and policy at
R ayt h eo n C o 's Miss ile Sys t ems
Division.

Tom D. Harris, Cleveland , is now
comptroller for W.R. Smith & Co.

Wilbur F. Lube, Jacksonville, is now division controller, Southern Pulp & Paper Div., Georgia- Pacific Corp.
Donald K. Eyster, Lancaster, has been
named controller of York - Shipley

SMITH
Detroit

GILBERT

Los Angeles

Bruce P. Booker, Muskegon, is now
controller at Concordia Corp.... Budd
D. Brink is the treasurer at Anderson &

INSTANT FINANCIAL PICTURE
Corporate Financial Simulation Model on your ISM PC or
XT with Lotus 1 -2 -3, Multiplan, SuperCalc, VisiCalc or
PeachCalc. Also available on most
CP/M & all Apple systems.
A $6,000 value for $295.

Bottorri ==- = V
A Financial Decision Support System —
budgeting, planning, analysis, and five -year
forecasting.

For information or immediate UPS COD delivery call (714) 476 -2842

ILAR Systems, Inc. • 1300 Dove Street, Suite 200 • New port Beach, CA92660
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Bylsma, Inc.... Raymond W. Dykema
was named ex ecutive vice president
with St eindler Paper Co.... John W.
Henry has joined Teledyne Industrial
Engines as vice president.... James O.
Hunt was named controller for Teledyne's Industrial Products Division.
. . . . Randall W. Jackson has been
named vice president of finance with
Gospel Films.
James P . Gorczycki, Minneapolis
Northstar, is now controller with Lancers, Inc.
J. David Gill, Morristown, past president, was n amed a partn er at P eat ,
Marwick, Mitchell & Co.
Robert J. Rossiter, Northwest Keystone,
was promoted to assistant treasurer/
general credit manager at Quaker State
Oil Refining Corp., Oil City, Pa.
James P . Marley, Philadelphia, has
been appointed controller, worldwide
marketing, for the computer systems
unit of Sperry Corp.
Michael L. Luczkovich, Richmond -Lee,
has been promoted to partner with Coopers & Lybrand.
Steven W. Corrie, CMA, Sioux City, is
now vice president of the finance division of Security National Bank .... Alvin J. Herold has joined Cresco Union
Bank, as controller.
Holly D. Guay, Southern Maine, is now
assistant to the controller at Saunders
Brothers.
James G. Brennan, St. Louis, has been
named vice president and chief financial
officer of Chesterfield Financial Corp.
. . . . W a y n e J. Harri so n has been
named controller at American Home
Savings and Loan Assn. _ .. Ronald K.
Stillman is now assistant manager of
Patient Accounts at Barnes Hospital.
Thomas J. Turner, Toledo, past president, has been elected senior vice president — finance an d t re as u rer at
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Bostwick -Braun C o.. .. Lin da J. M aples is n ow as si st an t treas urer and
James W . Wiegand, Jr., was promoted
to assistant controller—cost accounting,
at Schindler Haughton Elevator Corp.
Vincent M . Zaccheo, Westchester, recently was promoted to corporate controller at Farrand Optical.
Terray F. Suggs and Terry G. Wilder,
Wilmington, were admitted as partners
with Lowrimore Warwick & Co.
Carl J . Rud olph, CMA, Winnebago land, was appointed assistant controller— financial reporting and control systems at Aid Ass n. for Lu t h eran s ,
Appleton, Wis.

George M . Berstene, 60, Erie, 1954.
Robert C. Bock, 62, Evansville, 1957.
Donald F. Brown , 55, Western Wayne,
1965.
Willis B. Davis, 77, Houston Lone Star,
1946 ELA. SCMS
Burk B. Gilbreath, 56, Tulsa, 1961.
Jaco b Han ey, J r. , 69 , New Orleans,
1939.
Tri bh owan N. Jain , 60, Ann Arbor,
1970.
E. Woody Kuhlman, 76, Peoria, 1974.
ELA.
O.W. Ladd , 67, Ann Arbor, past president, 1982. ELA.
Margo McLeod, New York She was the

wife of Stuart Cameron 'n' McLeod, first
secretary of NAA. ELA. SCMS.
James F. McConnell, 58, Long Island Nassau, 1977,
Randal P. Smith , 35, West Tennessee,
1982.
Howard B. Speyer, 88, Toledo, 1927.
ELA. SCMS.
Art h u r A. Z emp l e, 51, Milwau kee,
1963. ELA.
Errata
"Auto Dealers Lag in Transfer Pricing"
by Joseph A. Scarpo, Jr., published in
the July 1984 issue, was submitted
through the West moreland County
(Pa.) Chapter of NAA.

One resume reveals a dull
job - hopper. Another indicates a smart mover. How
can you tell the difference? When is the timing good? When is it
bad? Tough but
important questions,
because wrong
answers can stall a
career for good,
and right answers
can set one in
motion for life. We
don't have all the
answers. But we can help.
We specialize in the fields
of accounting, finance,
banking and computer
technology. Our staff
comes from these fields,
and we put out a newsletter
called Careers with information about these
fields you might find
a
useful.

Emeritus Life Associates
Hear st G. Carr in g to n , Rochester.
E d w a r d V. C e r n y , C o l u m b i a , p a st
president.
Clare nce W. Fr an k, Oa kla nd Co un ty,
Willia m E. Han sel, Tulsa.
P a u l J. Kelsey , Minneapolis Viking.
Cha rles F. Kin caid, Knoxville.
M a r t in E . Ko o istra, Spart anbu rg Area.
Dalton C. LeGran ge, Member -at- Large,
South Africa
Jo hn G . Lid vall, Ced ar Ra p id s
Ha rla n R . L y le, Kalamazoo.
Franc es L. Mar sh a ll, Indianapolis, past
president.
Dona ld W . Mo o re, Ca lu met .
George G . Mu s sie, Ca lu met.
Joh n J. R eg an, Hartford.
Leo na rd D . Ricc io , Ne w Ha mp sh i r e,
past nation al director, 1951 -53; Stu art
Cam eron McLeo d So ciety .
Antonio Ro d rigu ez-Ma u r a, Sa n Ju a n .
C. Robert Sch aeffer, Pa lm Bea ch Area .
Margy L ou B. S h elb y , New Orlea ns.
W i l l i a m C . S o u t h a r d , Mem be r -a t Large, USA.
G ilb e r t H . Sweet, J r . , Sali nas Valley Monterey.
Step hen Ta ras, Bingha mton.
Lester C. Tru m p , Sa n Ferna nd o Valley.
A lt o n E . W i n d s o r , J a c k s o n , p a s t
president.
H a r o ld J . W o lf , Wi n n eba go la n d , past
president.

In Memoriam
Fra nk H. Beill, 7 7, Detroit, 1944. ELA.
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To have a free copy of Careers sent to your
home, call your local ROMACO office or our
corporate headquarters at 800 /341 -0263, or
207/773 -6387. -7,Asmn lu
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"Don't
. change
fobs for a
short term
bonus...
do it fora
lifetime gain."
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New Products /Services
TEC America has announced the enhancement of its TW -3000 TECwriter.
The TECwriter is designed for both text
storage, heavy office typing, and printing. This machine is compatible with
most PCs and small business computers, and also can function as a printer. It
now has the capability of interfacing
with a modem, to provide an electronic
mail system, similar to that of the TEC

Donna Marks, Editor

els and graphs, calculations, and text
processing. The new data manager can
check entered data, reduce long key
strokes, and use information from other
computers, programs, public data bases
and the Management Series files. For
further information, contact D.E. Udell
at (914) 934 -4488.

N.Y., at (212) 559 -7608.

Personal Computers at Work is a new,
bi- monthly eight -page newsletter, produced by Delicious Publishing, which
focuses on software. In each issue, the
best - selling software package from a
general business category is examined.
Categories include: automating repetiE.F. Haskell now has available their tive tasks (accounting and word proTKRIII tutorial for accountants inter- cessing), electronic filing (filing and
ested in reviewing a time billing system. database), modeling business perforThe TKRIII keeps accurate records of mance (spreadsheet and financial modhow much billable time was spent on eling), and using on -line business data" �
each client, by each staff member, for bases. Each report includes a summary,
each billable work code. The time is off - screen illustrations, real -world exthen multiplied by one of four user -de- amples, a Clip 'N' Save tearsheet index
fined billing rates assigned to each staff of commands, and the author's personal
member. It also records all nonbillable evaluation. For further information,
time and nontime - related expenses. contact P aul J ohan sen, Bellingham,
TW -2000. The 13,000- character memo- TKRIII records monies received from Wash., at (604) 372 -8646.
ry allows up to 255 frequently used clients and compiles internal managephrases or sentences to be stored, re- ment reports. The tut orial i nclu des In fo Tym, a d ivis io n of McDon nell
call ed, and prin ted with one tou ch. TKRIII's aging analysis with single or Douglas Information Systems, has inTECwriter now has a 2000- character, multiple line aging, a practice analysis troduced International Fixed Asset Ac20 -line automatic memory correction, report based on staff members, or type counting (IFAA)— primarily for the inand an eight- character L.E.D. display of work performed. The program runs ternational business professional. By
that permits the typist to make checks on IBM, and all popular 8- and 16 -bit automating fixed asset accounting, the
and corrections before printing. It also microcomputers. For further informa- user gains an accurate record storage
has several editing characters and pitch- tion, contact Jim Hoey, Phoenix, Ariz., system with total accounting control.
es of 10, 12, and 15 characters per inch. at (602) 277 -2534, or 800- READOUT. Asset audit trails, inventory listings,
and report generation are handled autoFor further information, contact David
J. Kuff, Torrance, Calif., at (213) 320- Citibank, N.A. has introduced corpo- matically. With IFAA, tax records and
rate wholesale and retail lockbox ser- book records, in local currency and
8900.
vices, employing image processing tech- American dollars, are consolidated into
IBM's first Personal Computer soft- nology and a prime receiving location. one system. For further information,
ware family to integrate business ac- The lockbox services combine the ad- co nt act Karen Geraci , C up ert i n o ,
counting programs with programs for vantages of the Philadelphia Post Office Calif., at (408) 446 -6738.
building spreadsheets, creating reports, wi th advanced vi deo an d compu ter
and preparing graphs, is now available. technology. The services are part of
The group consists of two software se- Citibank's comprehensive and integratAdvertisers' Index
ries-31 programs for small and medi- ed global cash management services.
Aa rd va rk M c G ra w Hi l l . . . . . . . . . . . . . 1 3
um -sized firms, and departments of They are used by corporations to accelA c c o unt e m p s . . . . . . . . . . . . . . . . . . . . . . . 1
April in Paris ......................59
larger ones —that can be used separately erate the receipt of mailed consumer
Chang Labs .......................39
(retail)
and
corporate
(wholesale)
payor as an integrated system. The two seCybo rg.. .... .... .... .... .... .... ..7
ries are: Th e IBM Man agemen t S e- ments, and their conversion into availDa ta De s ign A s s oc ia te s . . . . . . . . . . . . . 15
D. H. D i al . . .. .. . .. .. . .. .. . .. .. . .. .1 9
ries—a complete commercial account- able funds by reducing mail, processing,
Ha rc ou r t Br " J ov a no vi c h . . . . . . . . . . 1 7
in g s ys tem with fun ct io ns u su al ly and clearing times. Payments are colHM S C omp ut e r . . . . . . . . . . . . . . . . . . . .61
provided by host computer programs, lected at the highly automated PhiladelIB M . . . . . . . . . . . . . . . . . . . . . . . . . . 10 -11
Ilar Systems, Inc . . . . . . . . . . . . . . . . . . . 7 0
and the IBM Personal Decision Se- phia Post Office and processed in DelaR o b e r t Ha l f . . . . . . . . . . . . . . . . . . . . . C-4
ries —five application programs cen- ware via a co mp u t eri zed sys t em
Romac. . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 1
tered around a new data management employing a video camera that captures
Security Pacific . . . . . . . . . . . . . . . . . . C -2
S wi nt e c C o r p . . .. . . . . . .. . . . . . . .. . . . . . 5
program, plus host - attached programs check images and optical character recUniversal Resource Management . . . C -3
for the PC. The series simplifies the gen- ognition scanning. For further informaeration of spreadsheets, "what if' mod- tion, contact Mike Boada, New York,
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There'
s
a
Fortune
In
Your
Future
LetOurFinancial Planners BecomePartof YourTeam
TOTAL FINANCIAL PLANNING: TODAY IT'S A NECESSITY
Independent research surveys have conclusively shown
that people want comprehensive financial advice.
TOTAL FINANCIAL PLANNING — prepared professionally,
presented personally, and projected to reflect changing needs —IS THE ANSWER MANY INDIVIDUALS ARE
SEEKING.
Our company— RESOURCE MANAGEMENT —is an independent organization that prepares individual TOTAL
FINANCIAL PLANS for accountants to provide directly to
theirclients.
RESOURCE MANAGEMENT WORKS FOR YOU
We provide the necessary questionnaires that you
complete with your client. You return the questionnaire
to us where our staff, using the latest technology, creates
an easy to read but comprehensive UNBIASED TOTAL
FINANCIAL PLAN.
Areas such as income tax planning, estate planning,
financial independence and inves tment planning,

1

HOW YOU CAN BENEFIT
CertfNed AhanclolPlanners andInmtmentAdvisors
are charging hundreds, and even thousands of dollays for th e same product. All you need to do is to fill
out the questionnaire with your client and send it to us.
We do the rest. Your cost is $250. The fee to your clients —
of course —is your decision.

SEEFORYOURSELF
To demonstrate the superior quality of our financial
plans, we would like to send you FREE OF CHARGE a

sample of one of our TOTAL FINANCIAL PLANS. We will
also include one completed questionnaire, one blank
questionnaire and a brochure which explains, in greater
detail, the scope of our service.
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education planning, insurance planning, retirement
planning and more are addressed in detail, Each TOTAL
FINANCIAL PLAN will be custom designed to meet your
client's unique set of circumstances.
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CALL07446
201- 934 -1770
CALL 800- 5240051 OR It
OR COMPLETE AND MAIL T 4E FORM BELOW TO RECEIVE YOUR
FREE TOTAL FINANCIAL PLAN QUESTIONNAIRES AND BROCHURE
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Yours free.
This valuable booklet contains many practical
tips —some will almost certainly improve productivity in your company. It's published by Robert Halt
the world's largest recruiting service specializing
in financial, accounting and data
processing professionals.

To get your copy, contact any of the 80 Robert
Half offices on three continents. Or, write on your
company letterhead to: Robert Half International Inc.,
PO Box 4157 New York, NY 10163.
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