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Women in Management Accounting: Moving Up... Slowly

20

By Susan Jayson and Kathy Williams
More women than ever are carving out careers in accounting and finance. To find out how
well they are doing in business and industry, MANAGEMENTACCOUNTING surveyed 500 of
NAA's women managers, controllers, chief financial officers, and company presidents —
and here are the results.

Women Accountants —Do They Earn as Much as Men?

27

By Josephine Olson and Irene Frieze
Contrary to popular belief, not all women with MBAs in accounting believe their career
choice offers a lucrative salary and an executive title.

Surviving Your First Job

32

By Patricia Douglas, Teresa Beed, Karen Clark, and Sylvia Weisenburger
Technical proficiency is the first step, but it doesn't guarantee success. You also need to
master office politics, behavior, and attire appropriate to your company, and social skills.

Manufacturing

Operating Rhythm

36

By James Wagner
The introduction of production and inventory management techniques such as MRP, JIT,
and OPT have made factories more efficient. Operating rhythm (OR) goes one step further— building on OPT to ensure that a company's operations harmonize for a greater
corporate return.

Cost
Control

Paragon Pricing

41

By John A. Pearson
Manufacturers using a costing system based on practical capacity receive immediate tax
benefits when they go through periods of economic downturn-

Benefit-Cost Analysis as a Performance Indicator

44

By G. Stevenson Smith and M.S. Tseng
This management accounting technique can evaluate the efficiency and effectiveness of
an organization's programs and personnel.

Contracting

Restoring Public Confidence in Government Contractors

51

By Fred J. Newton
When taxpayers learn that the Pentagon has been buying three -cent screws for $91 they
become highly irate and lose faith in government contracting. A government auditor describes how faith can be restored in government contracting and still allow contractors to
make a decent return.

Brainstorming

Dow Opts for Less —and Gains

56

By Dennis Dankowski
In the first of a series on how members solved critical accounting and financial problems, a
Dow manager tells how the company decided to reduce its reporting —not increase it.
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The National Association of Accountants is a recognized educational organization. It concentrates its interests within the fields of financial managemen t an d professional accounting. In those areas it
hopes to render a broad economic service to its membership and to
the financial community. Maximizing this service is the challenge
that faces each administration.
The Association effort stands firm on three legs. First, it depends
on the paid staff at Montvale. This group provides the organizational
expertise and the operating continuity that sustains the effective capacity of the total effort.
The second element of organizational capacity is represented by
the national co mmit t ees an d their ad hoc count erparts. Th es e
groups are expected to provide the innovative thrusts that discover
and organize new programs and carry them forward to their goals. It
usually happens that only a few of the committees receive special
attention in any given year. In part this is due to the energy of particular chairpersons or committee members; more probably the special notoriety occurs because of the timeliness of the subject matter. Undeniably, ho wever, the professional reputation of the
Association b ecomes enhan ced as new activities are started and
the Association is led into new arenas of economic service.
The third element of strength —and probably the most essential —
lies in the chapter and council activity. It is at this level of operation
that contact is made with the full 90,000 members. The NAA exists
primarily to be of service to that membership and its interests. Only
if tasks are competently and enthusiastically done at the chapter
level will the membership be serviced and the needed res ources
made available for the work of the national committees and staff.
During the past year I have heard at various times that "national
is not interested in what the field wants" and I have heard it said
that "the field is not interested in professional matters; it only wants
to have pleasant little dinner sessions." These are isolated comments and obviously they do not represent the majority view. However, they are an evidence of dissatisfaction and a fragmenting of
our unified thrust. It is appropriate, therefore, to ask what service an
individual member is looking to get. I am led to believe that the individual members of NAA want: camaraderie, technical information,
training opportunities, assistance for the needy, professional reputation, career contacts, and an improved profession.
It is this set of interests which must be organized and financed
year after year. It is no small task. If you, as a member, found it
impossible to be an active part of last year's Association program,
be concerned now with what you can do in the next year to supplement field or headquarters efforts. If you, as a chapter officer or
director, came up a little short in your achievements, take steps now
to regain the lost ground.
It is incumbent upon all of us to identify what we expect the Association to do and what we are prepared to contribute to the effort.
We need talent, we need ideas, we need enthusiasm! Let us move
forward toward common goals —let us have a unity of purpose —let
us be cohesive in optimizing our economic service to the membership and to the community.
HERBERT C. KNORTZ
NAA President, 1985 -86
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Opinion
Robert L. Shultis, Executive Director

The Entrepreneurial Instinct Is
Still With Us
Receipt recently of some material from the
Commission on the Bicentennial of the United
States Constitution sent me back, as a longtime history buff, to one of the nation's first and
best efforts at public relations, The Federalist
Papers. These, you will recall, were a series of
some 85 essays by Alexander Hamilton, James
Madison, and John Jay, published in newspapers in New York City in 1787 and 1788 to convince New Yorkers and others to support the
soon -to -be -voted -upon Constitution of the United States.
What has this to do with entrepreneurs, accountants, and such? Plenty! Whether we remember or not, the basis for our whole society
and our whole economy rests on a principle
promulgated in the Constitution and reiterated
by the authors of The Federalist. In The Federalist No. 12, Hamilton offered the following:
"The prosperity of commerce is now perceived... to be the most useful as well as the
most productive source of national wealth, and
has accordingly become a primary object of
their political cares." In other words, foster a
political climate where people can enjoy the
fruits of their labors (their property) and the
economy will grow and the country prosper.
That's been happening to a greater or lesser
degree for the past 200 years. Our founding fathers were right. The entrepreneurial instinct
was there then; it is still with us. According to a
recent Dun & Bradstreet survey, U.S. businesses plan to create nearly three million new jobs
in 1986, two - thirds of which will be with companies employing fewer than 100 workers.
Accountants can certainly participate in this
growth. Recently Jack Fox (Washington, D.C.
Chapter) paid us a visit. Jack has been an
NAAer since the '70s, but one recent claim to
fame was his article published in the April 1983
issue of MANAGEMENT ACCOUNTING, titled "How
I Started My Own Accounting Business," which
elicited more comment and inquiries from readers than any other single article in recent mem6

ory. This article was the genesis for his book,
Starting and Building Your Own Accounting
Business, published by John Wiley. Accountants can join the ranks of entrepreneurs, too.
In addition, they can be a big help to other
entrepreneurs, offering advice and designing
an information system adequate to the needs
of the owners. That occasion arose recently
when two young people opened a new restaurant in the area. Neither had had any experience with restaurants nor any formal college
education or business training. What they did
have in large measure was ambition, enthusiasm, and —most importantly —a concept, an
idea.
Once the concept was developed — "fondue
is fun" —and the location decided upon, the
work really began: interior design, review and
approvals, redesign, construction, furniture and
appliances, and as opening day approached,
menus, pricing, buying, and organizing the system. Lots of professional skills contributed —
lawyers, carpenters, electricians, and, of
course, accountants.
How can we as accountants contribute to
start -up businesses? Much depends on the level of sophistication and business expertise of
the entrepreneurs. In the case referred to
above, the owners were probably typical of
first - timers —long on ideas and short on business skills and money. The most important
area where accountants contributed was in
planning and budgeting: nothing very sophisticated, but at least a rough breakeven point to
see if the business could be successful and
when such success might be expected.
Then, there was an accounting and information system to be developed, with particular
emphasis on revenue and cash control. Originally, it was too easy to pay for deliveries out of
the cash drawer, without keeping an adequate
record. That made it pretty tough to reconcile
daily the cash with the sales checks. After a
few weeks, it became important to know what
was selling best and when it was selling. (The
chocolate fondue, based on a secret recipe,
was drawing raves and going great guns with
the after -8:00 p.m. crowd.) Using a PC was a
natural here.
All this, of course, is nothing new for an accountant. That's what we do and why we exist.
It is new for many of our budding business people as they struggle to succeed in this competitive society. What was true 200 years ago when
the Constitution was in process of development
is still true today. Thanks partly to the business
climate it engendered, there is still opportunity
for those who have an idea and the courage
$#69
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Financial software by Data Design. When you
can't afford anything but the best.

GENERAL LEDGER
ACCOUNTSPAYABLE
PURCHASEORDERCONTROL
FIXEDASSETS
CAPITALPROJECTMANAGEMENT
Learn more about the best financial software
available. Call Betty Fulton toll -freeat 800 -556 -5511.

AS� JAT ES
DAT
F ,.xcellenceinfinancialsoJtware. By design.
1279 Oakmead Parkway, Sunnyvale, CA 94086

Israel Blumenfrucht, Editor

Cash Boot Received
Treated as Capital Gain
A recent decision of the Tax Court in Clark (86
TC No. 10), makes it easier for a taxpayer who
receives cash "boot" as part of a tax -free reorganization to treat the cash received as capital
gain and not as an ordinary dividend.
In the case at hand, NL Corporation acquired
all of the outstanding shares of Basin Surveys,
Inc., in a tax -free reorganization from Donald E.
Clark, the sole shareholder of Basin. NL offered
Clark a choice between 425,000 shares of NL
common stock and no cash or, a combination
of 300,000 shares of NL common stock and
$3,250,000. Clark accepted NL's combined
stock and cash offer in exchange for all the outstanding shares of Basin.
In general, no gain or loss is recognized in an
exchange of stock of one corporation solely for
stock of another corporation if the exchange
occurs pursuant to a plan of reorganization.
However, there are instances where, in addition to the new securities issued, the Code allows for cash or other property ( "boot ") to be
issued without affecting the general nature of
the reorganization. W hen such boot is received, gain is recognized up to the value of the
boot received. Generally, the gain is considered a cap it al gain, but un d er S ect ion
356(a)(2), an exchange which has the effect of
a dividend is taxable as ordinary income. The
Code provides certain tests for determining
whether a distribution is considered a dividend
or not.
One of these tests, referred to as a "safe
harbor" test, can be applied to tax -free reorganizations involving cash boot, if the cash received is considered a redemption of the new
securities the taxpayer could have received if
he had not received any cash. The "safe harbor" test automatically allows a taxpayer receiving a cash distribution in redemption of his
stock to treat any gain as capital gain if: (1) the
shareholder's interest in the stock of the corporation after the redemption is less than 80% of
his interest before the redemption, and (2) after
8

will

Taxes

the redemption the shareholder owns less than
50% of the voting stock.
Clark argued that he qualified under this safe
harbor test because had he accepted only
stock from NL he would have owned 1.3% of
its outstanding common stock; by accepting
part cash, his holdings were 0.92% of the total
common outstanding. Thus, by accepting the
cash instead of the stock and treating the cash
distribution as a redemption of the NL stock,
Clark's interest in NL was reduced to only 71 %
(from 1.3% to 0.92 %) of what it would have
been had he received only stock. Coupled with
the fact that he owned less than 50% of NL
Corporation's outstanding stock, he satisfied
both aspects of the safe harbor test and the
cash he received must qualify for capital gain
treatment.
The IRS did not disagree that the exchange
qualified as a tax -free reorganization. However,
it contended that the cash received by Clark
must be treated as a dividend. In support of its
argument, the IRS pointed to a case decided by
the Fifth Circuit in 1978 in Shimberg (577 F.21D
283 (CA -5 1978)) where the court held that the
IRS may treat a cash boot distribution in a tax free reorganization as if it were made by the acquired, and not the acquiring, corporation to its
shareholder and thereby negate the ability of
the taxpayer to use the safe harbor test. The
IRS argued that if this were not done, then in all
cases involving factual circumstances similar to
the instant case, in which the "whale" swallows
the "minnow," the safe harbor test would result
in an automatic capital gain rule. If a shareholder in a small clos ely held corporation exchanges his interest in that corporation for
what must be, almost by definition, a much
smaller percent of ownership in a large publicly
held corporation, a comparison of these percentage ownership figures will always be so
disparate as to qualify as a redemption of stock
by the acquiring corporation and
not result
in an ordinary dividend.
The Tax Court, however, rejected the IRS's
argument and supported its conclusion by citing a similar case decided by the Eighth Circuit
in 1973 in Wright (482 F.2d 600 (CA -8, 1973))
where the court treated boot as a distribution
by the acquiring corporation in a hypothetical
redemption of stock that would have been received if the target shareholder had received
additional stock in lieu of cash. Furthermore,
the Tax Court stated, "... we think that, on balance, the Wright test is the more suitable vehicle for decision principally because its application produces a result more within the scope of
the type of reorganization Congress had in
111#43
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Increase productivity
with a complete multiuser
accounting system
Here's the efficient way to put
your entire office "on line" with a
powerful accounting system. The
Tandy 6000 computer provides simultaneous job handling without
the expense of multiple computers.
Up to six employees can access the
Tandy 6000 simultaneously, using
low -cost data terminals.
Plus, we offer the powerful multiuser accounting software you
need. Since several people have access to the 'Dandy 6000's software,
your sales department can check
inventory levels while someone in
accounting updates your general
ledger�—at�the�same�time�someone
else is working on the payroll.

And since many of our programs
interact with one another, your
Tandy 6000 forms the heart of a
truly unified accounting system.
The Tandy 6000 General Ledger
program interacts with our Payroll,
Accounts Payable and Accounts
Receivable programs. Whenever
accounts are updated within these
programs, the General Ledger is
automatically updated.
We also offer many other powerful multiuser business programs for
applications like database management and word processing.
The 512K Tandy 6000 HD
(26 -6022) comes with the XENIX®
multiuser operating system, a high resolution 12" monitor, plus a built in�15-�megabyte�hard�disk�drive�—all
for�just�$3499�►.�Add�up�to�five�terminals as your business requires.

Available at over 1200
Radio Shack Computer Centers and at
participating Radio Shack stores and dealers.
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Computers
and
Accounting
Alfred M. King, Editor

A Super IBM XT Compatible
Product tested: ITT Xtra XP, with 1024K memory, 10 megabyte hard disk, one 360K diskette
drive, color monitor, color card, standard serial
and parallel ports. Price as tested, $5,185. For
further information, contact: ITT Information
Systems, 2350 Qume Drive, San Jose, Calif.
95131, 1 -800- 321 -7661 (in California 1 -800368- 7300).
When IBM introduced its family of PC computers, many other manufacturers jumped on
the bandwagon with similar machines. Most of
the early compatibles, however, had a fatal
flaw. They could not run many of the IBM PC
software packages available unless the software was modified. The marketplace yawned,
and no one bought.
ITT profited by being a latecomer to the PC
market. Using advanced technology, ITT has
created an IBM PC XT compatible that is faster
than an IBM AT and that can run virtually all the
software available for the XT. I believe the apparent ITT strategy is sound because the XT is
still the microcomputer chosen most often for
business use.
What distinguishes the ITT Xtra XP from the
rest of the compatibles? Our firm owns a compatible advertised as a "clone" of the IBM XT.
After testing it, we believe the ITT XP is more
compatible with the XT than our so- called
"clone" despite all the technical advances incorporated into the XP. We tested software
such as Lotus 1 -2 -3, dBase II /III, WordStar,
Multimate, the Norton utilities, and DacEasy,
TCS client writeup, and Open Systems accounting packages. All ran without problem.
We did have problems running SideKick and
Copy II PC on the XP, but we believe the overall
compatibility with an IBM PC XT is good.
The ITT XP has several advantages. ITT designed the XP for performance by using a faster
processor (CPU), faster memory, disk caching,
10

and a print buffer. The CPU can be set to two
speeds, normal and fast, but normal speed
would be used only to run software that is dependent on the processor operating at standard speed.
Disk caching is a process whereby part of
memory is set aside as a disk work area. Then,
large blocks of records are read into the disk
work area at one time from the disk drive.
When the next record is required by a program,
it is read from the disk work area, not the disk
drive. The processing cycle takes less time because accessing the record in the disk work
area is much faster than actually reading it from
the disk drive.
The documentation provided is outstanding
and includes reference cards for commonly
used commands. After no activity for 15 minutes, the computer will blank the screen, preventing screen burnout. Extensive diagnostic
routines are built into the computer, minimizing
repair time.
The computer has been reliable throughout
several months of testing. If service is required,
one may call the dealer or ITT Servcom, a nationwide service network.
We also are aware of one company that uses
ITT computers as a base for a multiuser, PCDOS compatible systems.
The keyboard is not suitable for heavy electronic spreadsheet use because the numeric
keypad and cursor keys are combined. A Key tronics 5151 keyboard with these functions
separated can be purchased as a replacement.
A typical purchaser would buy this machine
with a 20 megabyte hard disk. Backing up this
hard disk to 360K floppy disks would take one
hour and 55 floppies. I would recommend that
ITT use a dual density (360K / 1.2 meg) diskette drive as the IBM AT does to alleviate this
bottleneck.
Clarity of text displayed with the standard
color card was only fair.
The ITT Xtra X P certainly will run rings
around the IBM XT, but it seems the enhancements stop a little short of making it the leader
in its class. I would use the XP when an XT
compatible is needed, and it would be used frequently. Then the performance of the XP will
pay for the purchase premium.
One note: a Qume 11 /90 letter quality printer
was provided with the computer for review. We
cannot express an opinion on the printer because it was defective. However, there was no
attempt by Qume to fix the printer despite notification. Draw your own conclusion as to Qume
service and attitude.
El
Alvin Dziurzynski, CPA, CDP
Access Systems, Inc., Knoxville, Tenn.
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We started out looking for Il e
a new General Ledger
system. We came up with
a system that's so much
more: Consco's AIS Accounting Information System. Only AIS gives us our
data the way we need it.
It lets us tell the system
what we look like and what
we want. It has no limits on
fields or field sizes ... which
allows us to put a lot more
data into AIS, and get a lot
more useful information
out. Using its active data
dictionary, we have been
able to add information
about Firestone's customers and products, then
analyze this data to find
out what is selling, and to
whom.
"Integrated into
Consco's AIS is their
CONSOL Consolidation
system, the only system

4`mmanage today

you have to take
into account your
whole competitive
environment and
you have to ask a
lot more questions.
Consco's accounting software dives
us the answers.17
Larry
Burden
MIS VP
FIRESTONE

' foun d +h at comI
weve
pletely automates our intercompany eliminations,
allows fast restatements
and reorganizations, plus
fully handles our foreign
currency requirements.
"Best of all, these
Consco systems are
ready to use. We found we
didn't have to tell them
everything... the basic
structure is all in there.
What Consco's done is
give us the ability to modify
them to our needs as
required ... on line, real
time, no problems!"
To find out how AIS
and CONSOL can give
you the answers you're
looking for, write or call
Consco Enterprises Inc.,
400 Corporate Court,
South Plainfield, NJ
07080. Telephone (201)
561 -2111.

N

I .

Consco
Systems...
for the way you
do business.

C
Circle number 12 on reply card.

Management
Accounting
Practices
Louis Bisgay, Editor

MAP Committee Actions Taken
On March 25, NAA's Management Accounting
Practices Committee met at the offices of the
Financial Accounting Standards Board in Stamford. Before attending to items on the agenda,
MAP Committee members heard a report from
Martin Ives, vice chairman of the Governmental
Accounting Standards Board, on the evolution
and status of the GASB's agenda. In addition,
FASB representatives briefed the Committee
on the status of certain FASB projects, including Accounting for Income Taxes, Accounting
for Stock Compensation Plans, and The Reporting Entity.
Among other actions, the MAP Committee:
• Approved in principle the proposed Statement on Management Accounting, "Definition and Measurement of Direct Material
Cost" (MAP, May '86). The Subcommittee on
MAP Statement Promulgation will decide
whether input received from external commentators warrants change sufficiently substan tive t o retu rn t he draft to the MAP
Committee.
• Approved a proposed SMA, "Statements on
Management Accounting: Statement of Purpose and Operation,,, which explains the
role, authority, and developmental process
relat ive to S tatement s on Management
Accounting.
• Agreed to submit letters of comment to
GASB on Objectives of Financial Reporting;
to AICPA on Reports on the Application of
Accounting Principles; and to IFAC on the
Implementation and Enforcement of Ethical
Requirements,

12

Force, the FASB learns whether there is a divergence of views on how a particular transaction should be reported and obtains insight as
to whether (a) additional guidance may be
needed on a timely basis, (b) guidance can
await consideration in an existing FASB project, or (c) guidance does not appear to be
needed. EITF meetings are open to public observation, and minutes of the meetings, along
with issue summary packages, are available to
the public.
As of March 1986, the EITF has discussed
104 issues. For readers who may be interested
to learn the types of issues that have been covered, here is a summary:
Subject

No. of Issues

Income taxes
Financial institutions
Financial instruments
Off- balance sheet financing
Pensions /employee benefits
Business combinations
Inventory/fixed assets /leases
Real estate
Other
Total

13
19
23
10
5
10
8
5
11
104

Cash Flow Reporting Conclusions
One of the FASB's major agenda projects is
"Cash Flow Statements." The Board intends to
issue standards that would amend, or replace,
APB Opinion 19, "Reporting Changes in Financial Position." At a recent meeting, the Board
reached certain tentative conclusions:
• Investing and financing transactions that do
not directly affect cash, currently included in
statements of changes in financial position,
should be disclosed in a full set of financial
statements, but flexibility may be needed
about whether such disclosures are separate
from or included within the body of the cash
flow statement.
• Guidelines should be established for classifying information in cash flow statements into
operating, financing, and investing activities.
Interest and taxes would fall under operating
activities.
• Either the direct or the indirect method of reporting cash flows would be acceptable.

Emerging Issues

News Notes

The FASB's Emerging Issues Task Force was
formed in 1984 to identify and define emerging
accounting issues. From meetings of the Task

The investigation of the accounting profession by the House Energy and Commerce
0# 43
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Standards set so high, they soar.
In the world of the professional business
calculator, the name the others are judged by is
Canon. And that's the way it's been for over
.4%
20 years —as long as we've been making
calculators.
Our Professional Calculators
are sleek, trim —with weighted
and contoured keys for hours of
comfortable operation.
A
And before they ever deliver the
first in a long life of totals, we make sure that
in design, quality and performance, they meet our

goal of making your office work better, and your
office a better place to work.
Call 1- 800 - 323 -1000 to find out more
about Canon Professional Calculators.
They're the better answer for years to come.
Because first, they have to answer to us,
Where qualify is the constant factor.
CPl218D
Olher CP mooels mcluu..

CP12080 CP1208!
CP10180. CP1008D. CP1008

Camon
ELECTRONIC CALCULATORS

Canon U.S.A., Inc., One Canon Plaza. Lake Success. NY 11002
c as e s G naw S
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NAA
Research
Patrick L. Romano, Editor

Advising Small Businesses on Software: Role of the CPA

14

When asked how their involvement
will change in the next 12 months,
more than three - fourths of the respondents noted they believe recommendations for accounting software
to clients will increase:
More
Involvement

Same Level
of Involvement

Less
Involvement

80 0/0

20%

Install, support, and
train clients on
accounting software

72%

25%

3 0/6

Resell accounting
software to clients

3640

60

4%

—

Recommendations of
accounting software
to clients

Very
Important

Impo rtant

Only
Slightly
Important

Not
Important

Support from
publisher

8740

9%

Ease of
learning

79%

20'0

1

Software
reliability

76%

22%

24.0

Overall
quality

74%

26%

Publisher's
reputation

62%

2340

12°:e

1

Hardware
compatibility

53%

32%

144.0

1 010

Training from
publisher

31PO

37/0

24 %

6qo

Price

28%

44%

26%

140

Demonstration
tools

21 %

35%

340 o

94 -b

User
confidentiality!
security

14%

31

46%

8%

c

311

—

—

+-o

—

—
%

Significant progress has occurred in
the quantity and quality of microcomputer accounting software packages.
Small business users, however, face
a major problem in evaluating their
need for microcomputer hardware,
software, and support requirements.
To what extent do accounting firms
provide this help?
NAA recently surveyed all of its
members who are partners with non Big 8 accounting firms. There were
129 usable responses. The survey
was devised with the assistance of
Open Systems Inc., a leading developer of accounting and business operational software for microcomputers. The survey's purpose was to
identify accounting services provided
by these firms, and to determine their
firms' involvement in recommending
and providing personal computer
hardware and software assistance.
The services offered by the firms as
reported in the survey include: 99%
provide tax services; 93% provide
management advisory/consulting services; 90% offer write -up services;
83 %, financial planning, while only
25% provide investment counseling.
In regard to microcomputer accounting software, 73.5% make recommendations on particular software
to use. Packages frequently mentioned were LOTUS 1 -2 -3 by 26%
and Open System's software products by 14 %. Installation of accounting software is provided by 38% of
the respondents; training and support
by 44 %; and 16% perform modifications /customizations to standard software applications. Eleven percent resell accounting software.

Typical situations where accounting
software recommendations are given
include: User purchasing a PC and
account ing software at th e same
time: "Software is most important,
hardware capability secon dary"
(55 %); User purchasing a PC and
software at same time: "PC selection
ranks over software selection" (21 %);
User owns a PC, willing to purchase:
"New /additional hardware compatible with new accounting software recommended" (3 %).
Important criteria used when recommending or reselling accounting
software were ranked as shown in the
Table below.
Technical support offered from
publishers of software recommended
or resold includes telephone support
at no charge (61 %), support tools/
$# 69
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T O T HE EDI T O R

Erwin S. Koval, Editor
This department welcomes comments on any topic
of interest affecting the accounting community in
general and NAA in particular. Correspondence is
not limited to comments about material previously
published in this magazine. Letters cannot be acknowledged individually, and the Editor reserves
the right to edit for .space or for other reasons. All
correspondence must be signed, but your identity
will be protected tf requested. Address all letters to
Tire Editor. Management Accounting. Montvale,
NJ 07645.0433.

NNW

Accounting Education:
The Ph.D. `Problem'
I was discouraged by the comments
made by Dr. McGee in the April issue.
Apparently Dr. McGee does not have
an appreciation of the advantages to a
broad education in developing an accounting educator's skills. For example,
when teaching accounting, are educators supposed to focus narrowly on the
debits and credits while ignoring the
role of accounting in society as a whole?
Should our students become number
crunchers or are we training them to be
decision makers? If debits and credits
are the sole raison d'etre of accounting,
I would leave t h e p rofes si o n in a
minute.
F u rt h ermo re, are FASB, NAA,
AICPA, and the S EC wrong in conducting and sponsoring research? The
conceptual framework clearly states the
objective of accounting is to provide information that is decision useful. Unless
researchers have taken so- called "irrelevent" courses in economics, statistics,
psychology, and the like, how can they
be competent to determine what informat io n is useful an d wh at is
superfluous?
Finally, as a doctoral candidate, I
would be offended if my Ph.D. studies
consisted of glorified trade - school -type
courses. The wide gamut of disciplines I
have studied has enabled me to gain a
0#19

HIGHEST AND BEST USE OF
REAL ESTATE APPRAISAL TALENT

SRA

Senior Residential Appraiser

SRPA
Senior Real Property Appraiser

SREA
Senior Real Estate Analyst

to contact the real estate
professionals,
call 1-800-331-SREA
for a free, national directory
of designated members
(In Illinois: 312 -346 -7422)
the people who made real
estate appraisal a profession

Q

THE SOCIETY OF REALESTATE APPRAISERS
645 North Michigan Avenue
Chicago, Illinois 60611
(In Illinois call: 312 -346 -7422)
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How to
controltheM70r
,

If you've always found foreign affairs less than intriguing, get ready. Now there's an international p4yment system
that gives you what you've always wanted — ' orld control.
Because it's part paper, there's an au fit trail for quick
traceability and a tangible record of every payffnent made.
Because it's electronically supported ,+ transactions,
status inquiries and stop payments can occur at;the speed of light.
The system is WorldLink. And it lets you do things
you never imagined possible.
You can issue checks in the world's major trading
currencies without leaving your office. You caft easily pay
overseas vendors in their own currencies and r "duce your FX
exposure. You can even use the WorldLink PC software to
significantly reduce transaction errors and the -kissuance time.
And that's just part of the story.
If all this makes you wonder
how
you ever lived without the WorldLink
system,
stop wondering. Call Gerald Gualano at
Citicorp
Services Inc., at 1(312) 380 -5215.
Tell him you want the world on a string.
A better way to move money around the world. CITICORP WORLDLIN(
Citicorp Services Inc. ICSI) provides remittance and other services to and on behalf of Citicorp entities. e 1986 CSI. All nghts reserved. World Link is a service mark of Citicorp.
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Data Sheet
Robert F. Randall, Editor

More U.S. Firms Borrow Abroad
More and more U.S. companies are using foreign financial outlets for their external financing
needs, according to a Conference Board study.
Reasons: interest rates in international markets
are sometimes significantly lower for U.S. companies and foreign sources provide additonal
fund - raising alternatives. More than 48% of a
diversified group of 108 companies already are
tapping foreign financial sources, and many
among those not cu rrently u sin g foreign
sources say they plan to do so in the near future. Foreign sources now account for 20 %, on
the average, of all the borrowings of 32 companies analyzed in depth. The rapid growth of the
Euromarket has been one of the critical factors
contributing to the trend. The report, "Corporate Financing in International Markets," is
available from the Conference Board, 845 Third
Ave., New York, N.Y. 10022.

Have Software Industry Leaders Failed?
A financial planning expert has accused the
software industry of betraying the revolution in
financial planning begun by the developers of
VisiCalc. W.R. Purcell, Jr., founder and president of X -Y-See Software, Evergreen, Colo.,
said: "Today's software gives us easy access
to computer power for crunching and printing
floods of numbers, which is fine clerical help for
financial people, to use by themselves. But to
help the 20 million nonfinancial people who
manage most business, what everybody needs
much more is new ways to set up and deliver
financial analysis so managers can get and use
its real value —so managers can see the financial priorities and the best opportunities and
plans and decisions, instead of just floods of
numbers." Of the small fraction of nonfinancial
users who do use spreadsheets, most do not
realize the real financial planning power —they
use their spreadsheets only for trivial clerical
tasks, such as printing a budget neatly. Mr. Purcell spoke at the AICPA Annual Industry
Conference.
MANAGEMENT ACCOUNTING /JUNE 1986

Wages Replace Energy as Concern
American manufacturers now are more concerned with wages and unionization than energy costs, according to the latest survey by
Grant Thornton (formerly Alexander Grant &
Co.) of general manufacturing climates. Energy
costs, which ranked No. 1 every year since
1981, have moved to the third position, replaced by wages, and unionization concerns
moved from No. 3 to No. 2. The complete
"Seventh Annual Study of General Manufacturing Climates of the 48 Contiguous States of
America" will be released by the Chicago firm
this month.

Business /Accounting Briefs
The widespread shutdown of plants and other
facilities are causing companies to set up new
programs to ease the pain for dislocated employees, according to a Conference Board survey of 512 companies. Some 59% had to shut
down at least one of their facilities or make significant cutbacks in their workforces between
1982 and the beginning of 1985, and 44% had
to close at least one of their facilities permanently. To help displaced employees, companies are offering advance notice, severance
pay, extended health -care benefits, and outplacement help. More than half the companies
gave three months or more notice; 28% gave
six months or more. Of 79% extending healthcare benefits, 49% offered such benefits for
five months or less; 16% offered them for six to
11 months; another 12% offered them for one
year or more. The Conference Board Report
(No. 878), "Company Programs to Ease the Impact of Shutdowns," is available from the
Board, 845 Th ird Ave. , New York , N.Y.
10022.... Paul G. Simpson, a partner of Ernst
& Whinney, has been appointed executive director of the Financial Accounting Standards
Advisory Council. He succeed s Clyde W .
Moonie.... For mid - sized, private companies
with annual revenues from $1 million to $50
million, a merger or acquisition can take from
nine to 15 months from the time the business
owner has made the emotional decision to sell
until the check is in his hands at the closing.
Most of the time is spent in negotiating the
structure, says Geneva Marketing Services, a
merger and acquisition services firm in Costa
Mesa, Calif, .. , Stock options are the most
prevalent type of capital accumulation and
long -term incentive plans among the 500 largest industrials, according to a Peat Marwick report. Some 446 companies (89 %) used this incentive in 1985.
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Managing Your Career
Robert Half, Contributing Editor

How to Tell the Boss the Bad News
I was burned in my last job as an
internal auditor because I was too
free in expressing myself to my
boss. I never hesitated to bring him
bad news, and it backfired. Instead
of thanking me, he viewed me not
only as the carrier of the bad news,
but as the cause of it. I eventually
resigned and have now started a
new job. My new boss seems to be
open to a free exchange of ideas
and information, but after my last
experience I'm definitely gunshy.
Any guidelines on what to tell a
boss, and what to hold back?
The question of how best to keep a
superior informed is a universal one.
Any answers must take into account a
variety of intangibles that only the
person on the scene can make judgments about.
Of course, an effective manager
encourages employees to bring in the
bad news, and to do it fast before the
situation gets worse. It sounds as
though your previous employer wanted only to hear happy, upbeat news.
Like so many things in life, timing is
crucial in this situation. I certainly
wouldn't decide to break bad news to
my employer at quitting time on Friday, or first thing in the morning, and
probably not just before lunch. If a situation is critical and demands immediate action, any time will do, but most
problems aren't so acute that some
judicious thinking about when to bring
them up isn't in order.
A decision also has to be made as
to how important the news really is,
and whether it's the sort of problem
that your particular employer would
want to be consulted on. Your new
superior might be the sort of person
who expects his people to solve prob18

lems, rather than air them. On the
other hand, there are executives who
enjoy getting involved with every detail. This really gets to the heart of the
matter. It isn't so much limning strategies for passing on bad news as it is
developing an overall strategy for
keeping a superior informed on all
levels. That depends, to a great extent, on coming up with a reasoned
evaluation of your superior's personality and managerial style, as well as
establishing a more formal system of
communication to satisfy his or her
needs, as well as the needs of the department, and company.
Before going to your boss with a
problem (or any piece of information),
subject it to some evaluation. Is it
something that might have a direct effect on your boss's job or reputation?
If so, don't delay. Is it potential bad
news that will negatively impact upon
you? Again, if the answer is "yes,"
don't hesitate to provide your boss
with some advance warning. Is it
something that would benefit from
your boss's expertise? That's worth
bringing up, provided you've exhausted your own areas of knowledge and
experience. No b oss wants to be
called upon to solve problems for
which he or she is paying you good
money to handle.
Too many younger managers, insecure in their positions, have a need
constantly to touch base with the
boss which, after awhile, can be annoying. I'm a believer in using written
notes to pass along items of interest,
nothing long and formal, just a line or
two for the boss to glance at. It takes
far less time than a conversation, and
leaves the busy executive free to deal
with the subject of the note at his or
her convenience.

I'd suggest that you pick an opportune moment to sit down with your
boss to discuss general guidelines for
communication between you two. It's
important, especially in light of your
previous experience, that you set up
parameters with which you are comforable, and unless you establish, in
your own mind, a clear -cut set of
rules, you might find yourself in the
same predicament as in your previous
job.
It would also benefit you, I think, to
try and take a long, hard look at your
previous communication difficulties.
Sometimes, this sort of problem is
only symptomatic of an underlying difficulty in the relationship between
manager and superior. If that's the
case (and it will take honesty with
yourself to determine it), your discussions with your boss might have to be
expanded to include a broader range
of issues, including your responsibilities, performance, and other aspects
of your job in which communication
plays only a part.
In the meantime, don't hesitate to
come forward with bad news that your
boss should be aware of. There are
few successful executives around
who deal only with happy news, and
I'd be surprised if you have ended up
El
with two in a row.
Robert Half is the author of Robert
Half on Hiring. He heads Robert Half
International, Inc., which specializes
in financial and EDP jobs.
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"Yes, R. Y, there is a reason why I
sent you a book with chapter eleven
torn out!"
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finer appreciation of the important role
of the accounting profession.
It is exciting to realize that we are
providing a means of more efficiently allocating our society's resources. Certain ly, at times, the d oct oral level
courses seem impossible, but as Robert
Browning once wrote, "A man's reach
should exceed his grasp." If we heed
Dr. McGee's advice, the return of the
myth of the "green eyeshade accountant" is inevitable!
Jeffrey R. Cohen, CMA, MBA
Instructor, Boston College
Granby, Mass.
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ICE
by Robert M. Morrison, J.D., CPCU;
Alan G. Miller, J.D., CPCU;
Stephen J. Paris, J.D., CPCU, CLU

What are the P's and E's? Twelve words — Parties, Property, Perils, Productivity, Period, Profit and Extent, Experience, Exclusions, Efforts, Extras, Enough
— offering you an easy way to understand the complex business interruption
contract. You'll find this unique approach only in BUSINESS INTERRUPTION INSURANCE: ITS THEORY AND PRACTICE.
This new book from The National Underwriter Company includes an
analysis of the Insurance Services Office's new Business Income Coverage
forms which are slated for introduction in 1986, and mandatory for use in
January 1987.
New forms are just one reason why BUSINESS INTERRUPTION INSURANCE should be part of your professional library. You'll also appreciate the fact
that it's ...
• written by three authors who are well- respected throughout the insurance
community for their extensive experience with this form of insurance;
• thorough ... with approximately 400 pages;
• easy to understand ... for it assumes no prior knowledge. And the glossary clearly defines important words;
• well- documented ... with endnotes for each chapter ... and a special
section of cases and citations.
What's more, it's well organized. Part I ...
• introduces you to the 1986 Business Income Coverage forms ... and
explains the unique 6 P's and 6 E's method for analyzing business
interruption contracts;
• explores the theory and history behind these forms.
Part H shows you business interruption insurance in practice. You'll meet
the various people who have a stake in this coverage ... and their involvement
at each step:
• Process of Insuring the Risk
The owner ... the intermediary (agent) ... the underwriter
• First Steps When Loss Occurs
The loss manager ... the adjuster ... the accountant
• Process of Settling the Claim ... Determination of Insured's Liability
• Process of Litigation
The attorney
To order your copies of the first new book on this subject in over a decade —
BUSINESS INTERRUPTION INSURANCE — use the order coupon below
... or call TOLIrFREE 1- 800 -543 -0874. Single copy: $35.00

We Support Our Software
We take exception to the review published (Jan. '86) about BPI Systems accounting software. The quality of this
review was not consistent with other reviews of accounting software published
in your special supplement.
We are, however, amendable to constructive criticism. We have been aware
of difficulties that our customers have
had in reaching us during peak hours of
the business day, and are in the process
of increasing access by providing additional telephone lines and implementing
an electronic access system.
In response to the reviewer's comment regarding the warranty provided
on th e out si de of ou r pack ages , he
should be aware that the wording of this
warranty is standard throughout accounting software packages.
This warranty does not mean that we
do not support our software. Upon receipt of registration, each user is entitled to 90 days of free, toll -free telephone support. We have an experienced
staff of technical support analysts, and a
product support staff whose sole purpose is to maintain our software.
Gerald M. Baldwin
Vice President Sales /Marketing
BPI Systems
Austin, Texas
Simplified Income Tax

I
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420 E. FOURTH ST.
CINCINNATI, OH 45202
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Please send me
copies of BUSINESS INTERRUPTION INSURANCE
and bill me (Shipping & handling charges are additional)
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One day aft er Ho u s e Republicans
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By Susan Jayson and Kathy Williams
How successful are women working in the field of
management accounting? Are they satisfied with
their profession? Do they expect to occupy positions in senior management?
To answer these questions, MANAGEMENT ACCOUNTING editors surveyed 500 of NAA's female
members who hold the position of manager, controller, treasurer, chief financial officer, chief executive officer, and president /owner.
Today more women than ever are attracted to
the career opportunities in accounting and finance. A recent survey by the AICPA disclosed
the percentage of female accounting graduates
with bachelor's and master's degrees has increased
from 28% in 1976 -77 to 49% in 1985 -86. At
NAA, women now account for approximately
30% of the Association's total membership. Our
survey represents NAA's first effort in documenting this exciting new trend.
Our study revealed that 69% of the women are
in the 31 to 50 age group —the peak managerial
and earning years for executives. They tend to
work in manufacturing, service, and financial industries. (See Figures 1 and 2.)
Most are married, and almost half are mothers.
The compensation they receive for the substantially more than 40 hours per week they work is good
but not extravagant -42% earn $40,000 or more
per year. This compares favorably with what
members of the American Woman's Society of
CPAs earn. According t o a recent survey the
AWSCPA conducted, 27.7% earn $40,000 or
more annually.
Only 32% of our respondents have an accounting certificate (CPA, CMA, or CIA), and approximately 85% of all certificate holders are 40 years
old or younger. Eighty percent have baccalaureate
degrees or higher.

Women in Management Accounting
56%

Their
previous
positions...

22%.

14%
6%

2%
Clerk/
Bookkeeper

Stall

Manager
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Positions
they
now
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14%

4%

Manager

Controller/
Treasurer

CFO

Presitlenl!
Company Owner

`I Love My Work!'
Women in management accounting are optimistic that their goals are attainable through extra effort. An assistant controller working in the construction industry wrote: "I can go as far as I
want to, although I still have to work harder than
my male colleagues to get there."
As women management accountants advance
up the corporate ladder they are enjoying many
personal and professional rewards. In fact, more
respondents mentioned the positive and satisfying
aspects of their job rather than the problems faced
in their career.
Bonuses and good salaries are considered important rewards. At every job level, however,
women view the opportunity to work in a challenging environment, status in the profession, respect from senior management, being part of a de-

Controllers

38%

Where
they
expect
to be
in 5 years...

25%

16%
13%
8%

Manager Controller/
Treasurer

CFO

Company
OwneNCEC)

Don't
Knnv,
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vision- making team, and being in a position to
influence the growth and development of the people they supervise as important also.
"The expanding responsibilities of my job, the
opportunity to play the role of mentor to the people I supervise, and the realization that my success in a conservative company is based solely on
my abilities and achievements is gratifying," explained Linda Nellis, general accounting manager.
A CPA and manager of financial reporting
earning more than $40,000 per year happily reported: "The pay is high enough to travel and
own a home. At work I have the freedom to make
decisions and help initiate changes."
"Being with a company that has grown and be-

an advisor (52% vs. 36% vs. 30 %). Usually the
advisor is a male. As CFO, Judith L. Englund
commented, "I couldn't have made it this far in
the organization without the support of the owner
who is male. Women still need men's support."
About half the president /owners had an advisor
during their career, most of whom were male, and
90% now help other women, mainly through onthe-job opportunities and some career counseling.
In addition to long hours spent at the office,
women in management accounting participate in
outside activities that they believe will help them
to advance in their careers. CFOs, controllers, and
managers report that continuing their education is
the number one outside activity, followed by pro-

Women in management accounting are optimistic that if they work
hard enough they will achieve their career goals.

ing a part of its growth is exciting," reports the
treasurer of a medium -size manufacturer.
Getting Ahead
According to the survey, in the next five years
13% see themselves remaining in a management level position. More than 60% expect to be corporate controllers, treasurers, and chief financial officers. Eight percent have ambitions to be a CEO
or company owner.
To help them achieve their career goals, more
CFOs than managers or controllers have or had
Growth of Female
Membership in NAA
30%

11%

6%
4%
2%

1967

1974

1977

1981

1985

fessional affiliations and membership in a women's organization. Slightly more CFOs than managers are involved in these activities (86% vs.
76 %), and controllers rank third (67 %). Company owners, however, place professional affiliations
first.
The company owners have worked h ard to
reach the point where they are on their own and
can be their own boss. "I enjoy the responsibility,
challenge, flexibility, and recognition," says Katherine Westover from Neenah, Wis., who puts in
about 75 hours a week as president of a small
wholesale /retail company and who previously has
been a staff accountant and a corporate controller.
Sally Ann Parks, owner of a personnel agency in
Waterville, Maine, for eight years, agrees. "It 's
great being able to manage my own company,"
she says. Most of the respondents in this category
held various financial positions such as manager,
auditor, accounting manager, vice president, general manager, or controller before reaching their
goal as president, owner, or partner.
If they own their company, their main goal is to
expand, and no one wants to leave her current job.
If she could be tempted to change, it would be to
further career goals or earn more money. A whopping 82% of this category would choose the same
career path. Only one would not, and o ne is
undecided.
Although they are content now, their careers
have not been without problems. Tak e An a
Prince, for example. She has owned a company
for about a year. This is her second business; she
had owned another company for 15 years, ending
in 1972, and has made a couple of changes in the
last five years. She's delighted with her success
MANAGEMENT ACCOUNTING /JUNE 1986

now, but recalls she "was asked to type and take
shorthand with her master's degree and men were
not, even with an associate degree." Mrs. Prince,
incidentally, holds three college degrees in addition to her master's in accounting.
Kate Farley Moynahan, owner of a financial
services business for the past seven years, and who
has been in accounting for 14 years, notes: "I
worked for an insurance company and was openly
discriminated against. I left the job because the
situation was intolerable." She also says that, in
hindsight, "I would have been stronger and more
assertive during my first five to ten years in business." No w s he serves as a men t or t o o t her
women.
Jean Barnett, a 30 -year veteran of the business
world, has been president of a small computer installation /sales /support company for the past five
years that she considers "a progressive group"
that accepted her on merit. Previously she "was
not always accepted as part of the team when other women managers were not present."
One management consultant and owner of her
own firm who has been in accounting more than
20 years and self - employed for eight remarked,
"There was no work in my small southern town
for women in management eight years ago so I
had to open my own business. I still have to outperform men to be accepted."
On the other side, Judy Thompson, president of
an executive search firm in San Diego for nine
years, says she has experienced no career problems: "I've never accepted sex as being a reason
for discrimination against me."
Anne C. Ransdell, controller of a printing company and nominee for NAA vice president, notes:
"If I as a woman had been given the opportunities
women are tod ay when I began working for
NASA in 1945, I would be at the top of the corporate ladder in a Fortune 500 now. I worked very
hard to be where I am today."

Figure 1
Profile of Women in Man agemen t Acco unt ing
Marital Status
Married
Divorced
Single
Widowed =

64 0/6
15%
16%
5%

Age
20 - 30 Years Old

23%

31 - 40

48 ° -b

41 - 5 0

21%

51 +

_

8%

Children
Yes

48%

No

52%

Education
Bachelor's in Business
Administration (BBA)
MBA
Bachelor of Arts (BA)
High School
Associate Degrees
,
Master's in Accounting
Ph.D Degree (less than 1%)

46%
17%
15%

13%
7%
2%

Certif icates
None
CPA
CMA

68%
29%

,

3%

Fair and Equal Treatment
How do women view the work performed by the groups differed. While managers (57 %) and
their male colleagues, and do they believe they controllers (55 %) believe they work harder than
have the same chances as their male counterparts men, the same percentage of presidents and CFOs
for advancement within the company they work say that it's an equal amount of effort.
for? Their opinions depend on what job they now
When it comes to opportunities for advancehold in the corporate hierarchy.
ment, managers are more pessimistic than the
When asked wh et her t hey s pen t th e s ame CFOs. Almost half (46 %) of the managers believe
amount of time as their male counterpart did in they don't have the same chance for promotion as
preparing for his career, the CFOs overwhelming- the men do, and 17% are uncertain.
ly (86 %) reported that th ey s pent t he s ame
More CFOs are o ptimi stic that gender has
amount of time as the men. More than half the nothing to do with advancement, but 57% either
other groups agree, but a significant percentage don't believe they have the same opportunities as
believe that they have devoted more effort to pre- men or don't know. Sixty -five percent of the conparing for their career.
trollers, however, beli eve they have the same
When asked if they put the same amount of ef- chances to advance.
fort into their work as their male colleagues do,
According to Linda Ellis, "Opportunities have
MANAGEMENTACCOUNTING/JUNE 1986
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increased at the middle management level, but access to upper management seems to be almost as
restricted as ever."
I Quit!
Instances of discrimination or sexual harrassmen t wer e n ote d. A con ce r n for ma n y r e s p on -

Fi gu r e 2
Ca re e r P rofil e

Industry They Work In:

Manufacturing
Service

31 q%

-

,

15 %

Financial
Wholesale/
Retail

14 0/0

9%

Transportation/
Utilities/
Communications
Nonprofit

6 0/ b
59.0

Construction
Public
Accounting
Other

41/o

-

■

300
13%

Number of People They Supervise:
Less than Five

36 %

10

-

5

-

11

17%
9%

+

20

37 0/o

20

1

No Res ponse

1%

Size of Organization:
47%

Medium: Annual

28%

$100 million

24 %

+

Revenues

$20 million
$100 million

Revenues

Large: Annual

-

Small: Annual Revenues less than $20 million

No respons e

1%

How Much They Earn Each Year:
-

29,999

23 %

39,999

34"o

49,999

Over $50,000
No Response

2 2Qo
20 0/ 0
'

40,000

-

30,000

-

$20,000

1

0/ 0

-

39

40 -45
46 +

_

Hours Worked Each Week:
20

5%
41%
54%

dents was denial of a deserved promotion and uncer ta in ty a s to how fa r up t he corp or at e la dd er
they could advance. For example, a highly paid
contr oller was pass ed over for a promotion and
after pursuing the reason in -house filed discrimination charges. The manager involved was fired,
and she has moved up.
Francine M. Gaie , mana ger of an accounting
department, said: " I was ea rning less than my
male counterpart who had the same responsibilities as I did. After confronting management I was
promised equal pay. I achieved parity in three
years."
Although the women surveyed believe that progress has been made in eliminating the stereotypical perceptions of women in business, they also
believe it still exists to some degree in corporate
America. Judith Englund, a CFO of a civil engineering firm, reported that "male managers don't
ha ve a s much confidence in my financial judgment as I thin k they would have i n a man . I am
left out of telephone discussions involving major
decisions."
A manager of internal audit who also is a certified in te rn al a ud it or t ol d of he r di fficu ltie s in
proving to the male vice presidents that she is capable and qualified to handle the company's audit.
"W h a t makes my work mor e d i ffi cu l t a t e t h e
many sexist remarks that often are made during
cl os i n g me e t i n gs wh e n e v e r yo n e is fe el in g
pressured."
A controller notes, "Even thou gh I have been
controller three years, I am still referred to b y
some people (including the owner on occasion) as
a bookke epe r." Two oth ers reve al: "Women are
still stereotyped as secretaries or bookkeepers,"
and "management thinks women make wonderful
clerks but nothing else!"
How are women cop ing with these p roblems?
Some quit. Others discuss the problems with senior management or ignore the situation, hoping
that performing their responsibilities in a professional manner will resolve the problem.
"The biggest opposition to women in management accountin g are men in their 40s and 50s,"
said Michaela I. Thompson, cost accounting manager. "I was in a job wher e I could not advance
any further than a cost accounting manager. The
reason or most of the reason was that I was a
woman —I changed jobs," she said.
A CPA and financial analyst reported that she
was her superior's "little girl." "We discussed the
problem and I tried to be more professional —in
other words, more masculine," she said.
A s ma ll minority were irritated that women
themselves are overly concerned with the issue of
discrimination. "I think women seldom encounter
problems with ma le e mpl oyee s unless th e y'r e
063
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NOMER PiYROLL SOFTWME
TREW IMF i E NUMBERS11KE PEOPLE.
Tnat's because these numbers are
people.
And finally there's a payroll system
that recognizes that fact. Ours.
We're Management Science America,
Inc. Our system is Payroll /Personnel. And it
does more than just provide all the information for your human resource functions. It
helps improve your organization's human
1985 Ma k ge eat 5ce-Ce A& ^ee cd, irc

relations functions as well.
existing or new software. Sothey can talk
And not only does our system pay, it to one another. In English.
pays accurately. It allows you to prepare
That's why MSA system is used to pro reports on time, anytime. Plus it automatic- cess over $100 billion in payroll each year A
ally offers salary history, FICA wages, Social total none of our competitors can add up to.
Security projections, and benefits on a
For more information call Robert
plan year basis, too.
Carpenter at this number: 404 - 239 -2000.
Along with all this you get the added He'll treat you like a person, too,
dividend of INFORMATION
EXPERT.T"Thefourthgener- WELLGENCEOfANIGHERORDER:
ation technology that integra
a y our
g tes al
Circle number 14 on reply card.
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0

Manybusinesses, fearful of computerizing
their accounting, still use pencils to keep their
books.
But what those businessesreallyshould fear

arepencils.

morethananycompanyinAmerica.
We offerthesecurityof backingfrom UCCEL
corporation, With annual revenues exceeding
$200 million, UCCEL isone of the world'slargest

softwarecompanies.

Pencils, for example, can't track receivables
We also offer you more to choose from.
on a daily basis-a feature that can payfor account- A selection so broad that you can find the system
ing software just in receivables collected alone.
that meets your distinctive needs.
And with accounting software like Open
And then we offer a unique promise. We
Systems, you can receive immediate financial
promiseyoucan't gowrong.
and business operationsadvice that alertsyou to
In a warranty without precedent in our
problem areas.Oureasy-to-use

OpenforBusiness'packageisso
full - featured it'll do just that; obviously, a pencil won't.
In addition, only integrated
business and accounting software like our Harmony lets you
combine information from

accountingandbusinessoperations with word processing, spreadsheets and
data bases. Actually, pencils aren't the only things

that can't do all that; most, quote, "integrated"
software packages can't do all that, either.
Obviously, a pencil can generate only limited information. But OSAST"gives you unlimited
choices. You can customize the system to
provide the exact, comprehensive accounting
and business operations information your man-

agementneeds.
In fact, all three Open Systems solutions
provide the management information you need,
when you need it, in the form you want it.
So don't settle for any old number two
solution.
Insist, instead, on number one.
Open Systemsoffersyou the comfort of our
10 yearsof experience installing over
370,000 accounting and business
packagesin American businesses1986 ptmn Systems Inc

l
I

industry, wepromisethat if you'renot completely
satisfiedwithanyOpenSystemssoftware,we'l replace it with one better matched to your business.

Will youneedourguarantee?Not likely.
A remarkable 89/0 of our customers report complete satisfaction with our software. In fact,they

report no individual area of dissatisfaction.
So we stand by number one.
And there's more of us standing behind it
than behind any other accounting software in

thecountry.
Sowesuggest yougetoff thepencilandget
on the phone, and see what numberone can do.
Just call or write Open Systems, 6477 City
West Parkway, Minneapolis, MN55344,
1- 800 - 328 -2276.
After all, we guarantee you can't go wrong
— with number one. Which is a lot

OPEN
SYSTEMSAccouwm &&JSINESSSOETWARE

1-800-328 -2276 A UCCEL COMPANY
Circle number 13 on reply card.

Women Accountants—
Do They Earn as
Much as Men?
A woma n in the a c cou nt ing pr ofess ion ea r ns a lmost $ 4, 00 0
les s ea c h yea r t ha n her ma le c ou nt er p a r t .
She a ls o ma kes mor e p er s ona l s a c r ific es .

By J osephine E. O lson
an d I r e n e H a n s o n Fr i ez e

The number of women in the accounting profession and the number of women with MBA degrees
have both increased dramatically in the last 13
years. But ar e thes e car eer women r eachin g the
same level in the corporate hierarchy, earning the
same income, and enjoying the same job satisfaction as their male counterparts?
Recently, we examined both the star ting and
current pos i t ion s of M BA gr ad ua t es from the
University of Pittsburgh whose first job was in accounting. We found that the men and women begin their careers holding similar positions and at
the same salary level. A few years later, however,
men were earning significantly more. Women also
report being less satisfied wi th t he ir wor k and
show indications of having made more family sacrifices for their work.

to 2,047 University of Pittsburgh graduates from
years 1973 to 1982.' After two follow -up mailings
we received 1,428 questionnaires, giving us a response rate of 70 %. For our study, we selected the
205 students (130 men and 75 women) from the
full -time MBA program who reported that their
first post -MBA position was in accounting.
The women accountants we surveyed were very
similar to their male counterparts in educational
background. Ab ou t t w o t h i r d s of t h e me n a n d
wome n concentr ate d i n accou nti ng i n t he MBA
program and almost all of the r emaining graduates studied finance. Most had undergraduate degrees in economics or business. More of the women had some prior full -time work experience than
the men (63% vs. 43 %). However, the men were
somewhat more likely to have had prior accounting experi ence than the women (25% vs. 15 %).
Few of either the men or women previously had
worked in public accounting.

Josephine E. Olson is
an associate professor
of business
administration and
economics at the
University of
Pittsburgh. She
received her Ph.D.
degree from Brown
University.

The First Job
MBAs Surveyed
In the spring of 1984, a questionnaire was sent
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To get an accurate picture of how the careers of
women M BAs compa r e wi th me n MBAs i n a c27

Irene Hanson Frieze is
a professor of
psychology and
business
administration at the
University of
Pittsburgh. She earned
her Ph.D. degree at
UCLA.

counting, we first looked at the entry level positions ofour respondents. All 205 MBAs took full time jobs. As Table 1 indicates, more than half the
group to ok posi tions with pub lic accounting
firms. The remainder took managerial accounting
or internal auditing positions. A significantly larger percentage of women than men took positions
with commercial banks while proportionally more
men were in public accounting. Both 57% of the
men and 57% of the women took their first position in the Pittsburgh area.
Were there gender differences in starting salary
for these MBAs in accounting positions? To answer this question requires controlling for the year

Figure 1
Current Job Levels
All 192 whose first post -MBA position was in accounting

Professional
(entry level)

f'6

Middle
management

Senior
management

respondents who remained in accounting positions

in which the person entered the job market and
the amount of work experience prior to earning
the MBA degree. We used regression analysis,
and found that there was no effect for sex or for
years of prior work experience.' The regression
showed that only the year ofgraduation related to
salary, with average starting salaries increasing
about $1,000 per year.' (The average starting salary for these MBAs ranged from $12,600 in 1973
to $21,500 in 1982.)Therefore, we can conclude
that gender did not affect starting salary.
We next considered whether the type of industry in which the MBA graduate did accounting
work affected salary. Because public accounting
and banking differed in the proportion ofmen and
women, we looked at whether working in these industries had an impact on starting salary. Using a
regression analysis we found that being in either
the more male- dominated area of public accounting or the relatively more female area ofbanking
tended to lower one's starting salary, regardless of
sex.' Having a starting position in public accounting tended to lower starting salary about $1,400
and a starting position in banking tended to lower
it about $1,100. Again, sex had no effect. For each
year after one received the MBA, the starting salaries in accounting increased about $1,000.
Although we found no gender difference in the
starting salaries ofaccounting positions, it should
be noted that an earlier study we participated in
determined that accounting positions pay significantly lower starting salaries than finance, planning, prod u ct i on , or gen eral man agemen t
positions.
We als o examined t he level at which these
MBA accountants entered the corporate hierarchy. Four categories are identified senior management (includes partner or vice president and
above), middle management, and professional.
Except for five MBAs (four women and one man)
who entered at the middle management level, all
entered accounting positions at the professional
level.
In sum, salary differences do exist depending on
the industry the MBA accountant worked in, but
otherwise the starting salaries and job levels of
these men and women appear to be comparable.
Women Earn Less

Professional
(entry level)

28

Middle
management

Senior
management

Looking first at the overall career paths ofour
MBAs, we find that women were more likely than
men to have been unemployed at some point since
receiving the MBA degree. The women also were
more likely to work part -time or to have worked
part -time earlier. However, nearly one quarter of
the men also had experienced some unemployment or part-time work. Considerably less than
half of both men and women worked in the Pittsburgh area by 1984.Because part -time work tends
MANAGEMENT ACCOUNTING /JUNE 1986

to be of a dttterent na►uic, we only considered the
192 people (129 men and 63 women) who had
full -time jobs at the time of our survey.
Table 1 provides a brief profile of those MBAs
who started their career in accounting and were
employed full -time as of the beginning of 1984.
The average age for both men and women was 31,
and they averaged eight years of total full-time
work experience. However, the men worked more
years followin g gradu ation while th e women
worked more years before earning the MBA (typically in a nonaccounting area). Thus, the men
have more relevant work experience.
More substantial differences are seen in the personal data for the men and women. Despite the
fact that the average age of the men and women is
the same and that women traditionally marry at a
younger age, a significantly smaller percentage of
the women are married. Of the men and women
who are or have been married, the men have more
children. Thus, it seems that women are more
likely to delay having children or not have them
at all.
A closer look at their career paths (Table 1) indicates that only 86, or less than half of those who
started in accounting positions, still remain in positions with "accounting" in the title. The most
common move for both men and women is into
positions with "financial" in the job title, with
women being even more likely to make this move
than men. Another difference is the fact that 17
(or 13 %) of the males have moved into general
management positions, but only one female has
done so. These general management positions
tend to be at higher levels-in the corporate hierarchy than any of the other job areas.
Table 2 shows a significant move out of public
accounting. Only about one -third of the men and
one -fifth of the women originally in public accounting remain in the field and some of those
who do remain are no longer in accounting positions. Percentages in banking are similar for the
original and the current jobs, possibly suggesting
there is less turnover in banking. Women continue
to be significantly over represented in banking.
Other industries show increases, presumably reflecting the movement into these industries from
public accounting.
Given these differences in the types of positions
held by the men and women in 1984, we then
asked whether there would now be significant differences in job levels and salaries for men and
women. Figure 1 shows the job levels in the corporate hierarchy for those 86 MBAs still in accounting positions and for the 192 MBAs who
started out in accounting. Males and females appear to have been equally successful despite the
sex differences in general management positions.
By the time of the survey, about 9% of both the
MANAGEMENTACCOUNTING/JUNE 1986

Table 1
Profile of MBAs in Accounting
Age, marriage, and work
Average Age
Percent Currently Married'
Average Number of Children
for Those Ever Married'
Average Years of Full -time
Work Before MBA!
Average Years of Full -time
Work After MBA'
Average Total of Years of
Full-time Work
Percent Currently Working
in Pittsburgh Area

Men

Women

30.9

31.0

73%

52%

1.0

0.6

1.1

2.4

6.8

5.5

7.9

7.9

38%

40 0 0

first joke
Men

Women

Total

74
(57 %)

35
(47 %)

109
(53 %)

12
(9 %)

16
(21 %)

28
(14 %)

Other Services

18
(14 %)

9
(12 %)

27
(13 %)

Manufacturing, Mining,
and Construction

26
(21 %)

15
(20 %)

41
(20%)

Total

130

Their
Industry
Public Accounting
Banking'

Job Area

What they do today.
Men

75

205

Women

Total

General Management

17
(13 %)

1
(10/0)

18
(9%)

Accounting

62
(48%)

24
(38%)

86
(45%)

Finance

22
(17%)

22
(33%)

44
(23 %)

Other Business Functions

25
(19%)

13
(21%)

38
(20 %)

3
(2 %)

3
(5%)

6
(3 %)

Other Professions
Total

129

63

192

'Sex difference is statistically significant at the 95% confidence level.
#All respondents (192) who were working full -time when the survey was taken and
whose first post -MBA position was in accounting.

men and the women in the overall group of 192
had achieved senior management (as we define it)
but no one in the sample was yet a partner in an
accounting firm. Thirty -six percent of the men
and 41% of the women were in middle management. The table also indicates that the higher -level positions are less likely to have "accounting" in
the job title and those 86 respondents who remained in accounting positions did not rise as
high as the group as a whole. Thus, our rather
simplistic measure of position in the corporate hierarchy indicates that women were doing as well
as men.
Perhaps a more relevant measure of career success is income. Here we do find sex differences.
The average 1983 salary for the men was $40,600,
29

difference), these simple average differences can
be misleading. As with starting salaries, current
salaries may be affected by years of work experience, type of industry, job level, and the like.
The first post -MBA
Remained in Accounting
Thus, we again used multiple regression analysis
position was in accounting
Positions
to test whether there were still sex differences
(Total: 192)
(Total: 86)
when these other factors were considered. Our
Men
Women
Men
Women
first analysis showed that even when controlling
Public Accounting
25
7
18
5
for work experience and starting salaries, women
(19 %)
(11 %)
(29 %)
(21 %)
earned
less than men. 5
Banking'
13
17
2
4
(10 %)
(27 %)
Starting salary also was an important determi(3 %)
(17 %)
Other Services
43
16
nant of later income. Those who started out at a
22
8
(33 %)
(25 %)
(35 %)
(33 %)
higher salary continued to earn more. Controlling
Manufacturing,
45
19
19
6
for all these factors, it appears that every thouMining and
(35%)
(30 %)
(31 %)
(25 %)
sand dollars of starting salary raises current salary
Construction
by almost an equal amount. Thus, it is clearly in
No Codable
3
4
1
1
Response
(2 %)
(6 %)
one's
best interest to negotiate as high a starting
(2 %)
(4 %)
Total
salary as possible. Furthermore, every additional
129
63
62
24
year of full -time work experience tends to raise
'Sex difference is statistically significant at the 95% confidence level.
one's current salary by almost $4,000. Prior work
experience seems to have a positive impact on curwhile women averaged only $34,200.The differ- rent salary even after we co ntrol for starting
ences were less for those 86 still in strictly ac- salary.
counting positions($33,800for men and $29,300),
While all of these are positive factors, we also
and both sexes had lower incomes than those who found some things that reduce income. Being a
had moved out of accounting.
women seems to reduce annual income by almost
Although these MBA women were averaging $4,000even when controlling for work experience
$6,000 less than the men (a statistically significant and other factors. Because this sex difference was
not obvious in starting salaries, it appears that
women were either not getting the same raises as
Table 3
their male colleagues or were not being promoted
How MBAs Feel About Their Jobs
into higher - paying positions.
In order to further investigate what might be
The first post -MBA
causing
these sex differences in income, we next
position was
Remained in
considered whether industry, job level, and workin accounting
accounting positions
(Total: 192)
(Total: 86)
ing in a position with "accounting" in the job title
Men
Women
Men
Women
had any additional impact on income and the sex
How Successful do you feel
differential.' Our results indicate that even conyou have been with your
trolling for job area and industry, women continpresent company ?'
4.0
4.1
4.1
4.0
ued to earn about $4,000 less in yearly income.
Overall, how satsified or
For both men and women, those remaining in acare you with
your present position? 2
4.0
3.7
3.8
3.6
counting positions also earned less. Working in
1 am given a chance to do
banking or public accounting did not have a sigthe things I do best. 3
3.4
3.2
3.2
3.0
nificant impact on income. A senior -level position
The pay is good . 3
3.2
3.0
2.9
2.8
raised the MBA's salary by about $18,000 but a
The people I work with take
middle management position did not significantly
a personal interest in me. 3
3.2
3.2
3.1
3.0
differentiate salary from the professional position.
My supervisor is successful
Thus, two - thirds of the sex difference in average
in getting people to work
together. 3
3.04
2.8#
3.0'
2.4'
current salaries cannot be explained by differences
Promotions are handled
in work experience and type of job.
fairly. 3

3.1

'

dissatisfied

Table 2
Current Industry Breakdown

2.7

3.1'

17 % -

41 %'

15 %-

Scale ranges from (1) 'very unsuccessful" to (5) 'very successful"
2. Scale ranges from (1) 'very dissatisfied" to (5) 'very satisfied"
3. Scale ranges from (1) "not at
true" to (4 ) 'very true"
Sex difference is statistically significant at the 95% confidence level.
Sex difference is marginally significant at the 90% confidence level.
#

'

all

1.

30

2.5'

Do Women Enjoy Their Work?

Percent who reported they
have experienced some
form of discrimination in
their work.

44 %*

Women with careers in accounting tend to start
out at the same level as the men but they fall behind in terms of income after a few years on the
job. At t he same t ime, t he women have made
more personal sacrifices.
We asked MBAs if they believed they were successful and if they derived satisfaction from their
MANAGEMENT ACCOUNTING /JUNE 1986

s u c c e s s fu l a nd a r e s a ti s f i e d wi t h t he i r j o b s ( T a b l e

3).

Ho we v e r , i n a ll bu t o ne c a s e , t he fe ma l e s ' a v e r -

a ge s c o re s a re le s s po s i t iv e t ha n t he ma le s ' , p a r t ic ul a r l y wi t h r e s p e c t t o s u p e rv i s o r s a nd p r o mo ti o ns .
W o m e n a r e le ss like ly to t hi nk t he i r s u p e r v i s o r
s u c c e e d s i n g e t t i ng p e o p l e t o w o r k t o ge t h e r a nd
t h e y d o no t a gr e e a s mu c h tha t p r o m o t i o n s a r e
ha nd l e d f a i r l y . T hu s , i t s e e ms t ha t wo me n a r e no t
to t a l l y p l e a s e d wit h the ir j ob s , e s pe c ia l l y t ho s e
women

who

ha v e

re ma ine d

24

in a c c o u n t i n g

pos it ions .
re f l e c t e d i n t he i r v i e ws

is

T hi s d i s c o nt e nt a l s o

ab o u t d i s c ri mi na t i o n. We a s k e d t he qu e s ti o n
"Ha ve

you

e v e r e xp e r i e nc e d a ny f o r m o f d i s c r i mi -

na t io n in y ou r wo rk ? " , a nd ov e r

40% of

t h e wo m-

e n s a i d t he y f e l t t ha t t he y ha d b e e n d i s c r i mi na t e d
a ga i ns t , t y p i c a l l y b e c a u s e t he y we r e wo me n. Le s s
t ha n

20% of

t he me n r e p o r t e d d i s c r i m i na t i o n a nd

t he i r e xp l a na t i o ns

of

t he t y p e s o f d i s c r i m i na t i o n

we r e mo r e v a r i e d , r a n gi ng f r o m r e v e r s e d i s c r i mi na t i o n a g a i n s t w h i t e ma l e s t o d i s c r i m i n a t i o n
b a s e d o n ne p o t i s m.

Equality

for

Women Accountants

M o r e a n d m o r e wo me n a r e e nt e r i ng t he a c -

of p u r s u i ng
a li fe - lo ng c a r e e r a nd hi gh - le ve l ma na ge me nt positi o ns ; t he r e f o re , i s s u e s s u r r ou nd i ng t he p o s it i o n of
wo me n i n a c c o u nt i ng wi l l b e of i nc r e a s i ng i mp o r c o u nt i ng p r o f e s s i o n wi t h t he i nt e nt i o n

t a n c e t o m a na ge me n t a c c o u nt a nt s i n t he y e a r s t o
c o me . O u r s t u d y i nd i c a t e s t ha t ma l e a n d f e m a l e

MBAs

b e g i n o n a n e q u a l f o o t i ng, b u t t he wo m e n

lo s e gr o u nd o v e r t i me wi t h r e s p e c t t o i nc o me . A l thou gh o ur s i mp le j ob - le v e l c a t e gor ie s d o no t indi c a t e s e x d i f f e r e nc e s , t he f a c t t ha t a l mo s t no wo me n ha v e mo v e d i nt o ge ne r a l ma na ge me n t p o s i t i o ns
ma y ind i c a t e t ha t the y a r e no t ge t t i ng i nt o t he
tr a c k s t ha t l e a d t o t o p ma na ge me nt . O u r d a t a a l s o
s u gg e s t t h a t m a n y

of

the se wome n MBA s i n a c -

c o u nt i ng b e l i e v e t he y a r e no t b e i ng t r e a t e d f a i r l y
wi t h r e s pe c t t o pr o mo t i o ns a nd f e e l t ha t the y ha v e
b e e n d i s c r i m i na t e d a ga i n s t a s wo me n.
T e n ye a rs a go it mi g ht ha v e be e n e n o u gh to
s h o w w o m e n t h a t t h e y h a d e q u a l e nt r y i nt o t h e
pro fe s s io n.

Now

t ha t t he y a p p a r e n t l y ha v e e q u a l

e nt r y , t he y a l s o wa nt t he e q u a l o p p o r t u ni t y t o a d v a nc e in s a l a r y a nd r a nk . O u r s t u d y s u g ge s t s t ha t
this e q ua l it y is no t ye t the c a s e ; ho we v e r, i t r a is e s
mo r e q u e s t i o ns t ha n it a ns we r s . A r e o u r re s u lts
p e c u l i a r t o t h e Uni v e r s i t y
MB As ?

If

of

Pi tt s bu rgh o r to

no t , w h y d o w o m e n i n a c c o u n t i n g

ma k e l e s s t h a n me n ?

Do

t he y ge t f e w e r p r o m o -

t i o ns ? A r e t he y c h a nne l e d i nt o d e a d - e nd t r a c k s ?
A r e t he y le s s like ly to ha v e a he l p f u l me nt o r ?
Do e s ge nde r a f f e c t j ob p e r f o rma nc e o r e v a l u a ti o n?
W e h o p e o u r fi nd i ngs

will

Notes and Statistical Analysis
'The starting year of the survey, 1973, coincides with the first year in which significant numbers of women began entering the MBA program. Because of the smaller
number of women in these classes and our particular interest in women, the questionnaire was sent to all the women listed in the alumni directory for those years and
to about 65% of the men (randomly selected).
=The variables used in this and later regressions are those which we found to be
relevant in two earlier studies we did on MBA inc ome. Thes e studies are: "The
Impact of Marriage, Children and Husband's Income on the Income of a Group of
Highly- Educated Women," presented at the annual meeting of the Eastern Economic Association, March 1985; and "Income Differentials of Male and Female MBAs:
The Effec ts of Job T ype and Industry," pres ented at the annual mee ting of the
Academy of Management, August 1985. The latter study was also coauthored by
Deborah Cain Good.
'This equation looks at starting salary in thousands of dollars (SAL) as a function
of a dichotomous variable for being female (FEM), years of full -time work experience prior to the MBA (YRPEMP), and year the MBA was rec eived (MBAYR);
this last variable allows for linear increases in starting salary over time. The estimated equation, with standard errors in parentheses, is:
(1) SAL = - 62.3119 + 0.2036FEM + 1.015MBAYR + 0.1438YRPEMP
(0.4225)
(0.0686)
(0.0834)
Adjusted R Square = 0.5442
Of these variables only MBA year is statistically significant.
'In our second regression for starting salaries, we add dichotomous variables for
accounting positions in public accounting (PUBACT) and in banking (BANK) to
the other explanatory variables.
(2) Sal = - 60. 5494 + 0.2438FEM + 1.0049MBAYR
(0.4169)
(0.0675)
+ 0.1108YRPEMP - 1.0923BANK - 1.3652PUBACT
(0.0824)
(0.6218)
(0.4254)
Adjusted R Square = 0.5630
Of these variables the coefficients for MBA year and Public Accounting are statistically significant at the 95% confidence level and the coefficient for Banking is
marginally significant at the 90 confidence level.
'We regressed current salary (CURSAL) on the dichotomous variable of being a
women (FEM) plus some other general variables which we found in prior studies are
often significant determinants of current income. These variables are Years of Full Time Work Experience since the MBA (YRFEMP), years of full -time work experience prior to the MBA (YRPEMP), years of part -time work experience since the
MBA (YPTIME), years of unemployment since the MBA (YRUNEM), and starting salary (SAL). All of these variables are expected to have positive coefficients
except years of unemployment and years of part -time work, which we have found to
have negative coefficients. Years of prior work experience may have an insignificant
coefficient if the impact of prior work experience is captured in starting salary.
The results of this regression are:
(3) CURSAL = - 2.2780 - 3.9725FEM + 3.8529YRFEMP + 0.7615YRPEMP
(2.0751)
(0.4366)
(0.4015)
- 5. 9699YPTIME + 2. 0963YRUNEM + 0.9932SAL
(3.5756)
(4.7214)
(0.3217)
Adjusted R square = 0.3785
In this equation, years of full -time work experience and starting salary are statistically significant, and gender and years of prior work experience are marginally significant at the 90% confidence level. The coefficients for part -time work and years
of unemployment are not significant.
The variables which we added are the following: Se nior Management Position
(SENIOR); Middle Ma na gement Position (MIDDLE); Curre ntly Working in an
Acc ounting Position (ACC TG); Currently Working in Public Accounting (PUBACTNOW); Currently Working in Banking (BANKNOW); and initially Working
in Public Accounting (PUBACT). The last variable is added to test the argument
that it is useful for one's career to begin in public accounting.
The estimated equation is:
(4) C URS AL =
4.3555 - 4.0880FEM + 2.9328YRFEMP + 0.4982YRPEMP - 5.6302YPTIME
(1.99737)
(0.4613)
(0.3799)
(3.3400)
+ 2. 8813YRUNEM + 0.9011SAL + 18.1717SENIOR + 1.8681MIDDLE
(4.4492)
(0.3080)
(3.4637)
(1.9872)
- 5.0023ACCTG + 2.2350PUBACT + 2.1284PUBACTNOW - 3.8510BANKNOW
(1.9771)
(2.0229)
(2.6720)
(2.5936)
Adjusted R square = 0.4973
The statistically significant coefficients are those for gender, years of full -time
work experience, starting salary, senior management, and a current position with an
accounting title.
%n

wo r k . O n t h e a v e r a g e , b o t h me n a n d wo me n f e e l

s t i mu l a t e f u r t h e r re -

s e a r c h b y ma na g e m e n t a c c o u n t a n t s o n t he s e i m po r t a nt q u e s t i o ns .
❑
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How to Survive
Carrying out your job responsibilities isn't enough...
learning how to cope with office politics, social activities,
and the evaluation and promotion process are the keys to success.

By Patricia Douglas, Teresa Beed, Karen Clark,
and Sylvia Weisenburger

Patricia Douglas,
Ph.D., CPA, is
professor of
accounting, University
of Montana, Missoula,
Mont. She was an
NAA vice president,
1984 -85. This article
was submitted through
the Western Montana
Chapter.
Teresa Beed, DBA,
CPA, is associate
professor of
accounting, University
of Montana.
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When they exit their college corridors, most of today's graduates are well prepared to enter the
business world, except in one area— behavior. Although most professors have imparted the necessary technical knowledge, few have discussed such
important subjects as office politics, dress codes,
social interaction, general office behavior, or work
evaluation and promotions. Most students stumble across these facts of life during their first few
weeks on the job, and that discovery can be traumatic for the unprepared.
We'd like to offer some help for new accountants who must operate in a conservative, image conscious environment that stresses high standards of achievement. Although much of this
advice may seem basic or commonsense to some
long -time professionals, we've seen too many recent instances where it was painfully obvious the
new accountants had had little training outside
the books.
Making a good impression during the first few
weeks on the job is difficult. The experience is
akin to reading a book while walking through a
park with the sprinkler system running. If you
concentrate totally on reading, you are assured a
good soaking. Success depends on properly judging the velocity and trajectory of the sprinkler before deciding on a course and speed. Similarly, as
a new employee you must evaluate office procedures, rhythms, and power sources before deciding how to behave. Total concentration on learning the job can get you caught in the crossfire of
office politics. Proper maneuvering depends on altertness, agility, patience, and judgment.
The best way to learn is to observe the behavior
patterns of colleagues. Which employees' opinions
seem most valued? Who leads formal discussions?

Who is instrumental in causing change? Through
observation, you can discover who is valued by
the firm and is thus someone to emulate.
Until you have some sense of who is considered
a good performer and a leader, it is best to spend
more time listening than talking. You also should
be sensitive to others' reactions to your comments.
Who seemed impressed? Who resented the comment? Whose opinions mattered most to the supervisor? These reactions should be assessed and
stored for future reference. They offer valuable information about colleagues and office politics.
Social interactions also are important, but you

have to walk a fine line between social gadfly and
budding wallflower. No new employee is expected
to lunch with a different office clique each day,
but neither is it wise to be glued to the office with
a bag lunch. You don't have to accept every social
invitation during those first few weeks, but declining them all will create a definite loner image.
Being friendly and making friends are not the
same. Projecting a friendly attitude promotes office harmony and builds a support network
among employees, but office friendships add complexities. Women are particularly vulnerable to
snide remarks if a friend is a supervisor or a subordinate. Prejudices surface quickly when promotions or good evaluations are received by or given
to friends, especially if the friend is of the opposite
sex. That the reward may have been well deserved
often doesn't seem to matter, so if you do make
friends in the office, make sure you and they work
hard, put the company's interests first, and make
sure achievements are merited.
Projecting a Professional Image
Working hard, grasping office policies and
practices quickly, and avoiding embarrassing
clashes with peers and supervisors are important
to initial impressions. An employee also must look
MANAGEMENT ACCOUNTING /JUNE 1986

Interactions with others —both superiors and
subordinates —also must be handled in a professional manner. Recent graduates who have held
paraprofessional jobs may not know how to treat
secretaries or clerical staff. Secretaries and clerks
are professionals in their own right —they deserve
respect and consideration. Too close an association, however, can be damaging, particularly to
women accountants. Some colleagues may begin
to think of the professional as a clerk and make
assignments accordingly. Women, especially,
must strive for a balance between "snob " and
"buddy."
Proper use of the English language is another
must. Slang expressions are permitted in most college environments, but they are unacceptable in a
professional position. Poor grammar sometimes is
overlooked in college term papers, but not in reMANAGEMENT ACCOUNTING /JUNE 1986

im-

ports to corporate management. Sloppy working
papers, handwritten memos, and poor oral presentations also detract from a professional image.
One of the main requirements for getting ahead is
being a skillful communicator.
The phrase "college teaches you to be highly
trainable" is a truism that recent graduates often
do not understand. The truth is that despite impressive educational backgrounds, most graduates
lack the professional work experience to be an
mediate benefit to employers. A new accountant
should not expect to be in charge of a project, supervise staff, or make decisions. Core professional
skills must be mastered first. That is why low -level responsibilities are delegated to the newly hired.
You can't make decisions about a company's future unless you know how it operates and understand what's behind its financial statements.
Once you have mastered the basics, you become
eager to move ahead, but corporate evaluation
and promotion procedures can be a rude awakening. College experiences form expectations of a
well - defined, objective evaluation system. Tests
usually are fair and are administered impartially.
Promotions are predictable: if you pass the test,
you automatically are admitted to the next level.
By contrast, corporate evaluation and promotion
practices may not be administered fairly —and
they surely are not predictable.
The path from entry level to controller is usually ill- defined. A few identifiable steps lie along the
course — general accountant, supervisor, manager —but no defined set of requirements exists to
pass an employee smoothly from one level to the
next. Although objective measures such as successful and timely completion of assigned tasks,
accuracy of report preparation, and a quick grasp
of procedure and detail contribute to promotions,
subjective factors such as attitude, dress, and neatness also influence promotion decisions.
In addition, often the manager. preparing the
evaluation is just one level above those employees
being evaluated. A bright, competent staff person
may receive average evaluations because of a
pervisor's subconscious effort to keep the staffer
one level below. Personal competition or social relationships may have as great a bearing on an employee's review as technical performance, so substandard work may receive glowing evaluations
because of friendship or social connections. Even
without these overt biases, most supervisors have
difficulty making an objective evaluation.
Promotions typically are based more on supply
and demand than on achievement. If all manager
slots are filled in an organization, qualified personnel will remain in subordinate positions until a
slot opens. Conversely, individuals with a less
than excellent performance record may be promoted if a warm body is needed to fill a position.
su-

and act like a professional. To be accepted as a
staff accountant of A Company, the person must
look, speak, socialize, work, and think like an A
Company accountant, even if it means performing
a makeover to fit the company mold. (If the makeover more closely resembles plastic surgery
than cosmetic changes, perhaps you should consider changing firms — finding one that is more
compatible with your own image!)
Establishing a professional image means discarding most college wardrobes and hair styles.
Not every accounting office requires suits, but
they are excellent additions to a recruit's wardrobe. Suits project a sedate, composed look, which
is necessary to a professional image. College -type
sweaters and skirts or slacks and jeans may not be
appropriate professional attire, nor would clothes
from the set of "Miami Vice."
Women sometimes need to be reminded that
they should visit a professional hair salon. They
should explain their circumstances —this is their
first job and perhaps they can't afford weekly appointments —then leave the exact look to the stylist. If they can't afford this option, they should
make sure that their chosen hairstyle is a current
but conservative look, not the "long stringy" or
"afro" variety of the 1960s and 1970s and not the
New Wave or Punk rock star look of the 1980s.
Would you hire an accountant who looked like
Madonna?

Karen Clark, CPA, is
an audit senior,
Dobbins, Deguire &
Tucker, PC.
Sylvia Weisenberger is
the director of Internal
audit, University of
Montana.
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Don't let these sidelights deter you. Formal
evaluations can be beneficial. If you take critical
observations as constructive comments rather
than as personal affronts, you will grow professionally. Most formal evaluations focus on areas
for improvement, and tears or hostile reactions to
supervisory comments will be catalogued.
Don't be perturbed if you don'treceive a formal
evaluation. You are receiving feedback daily; it
may be packaged different from what you anticipate, but it exists. No evaluation generally may be
interpreted as a positive impression of your work.
Career Management

Discrimination
takes subtle
forms toda y
and is
difficult to
substantiate...
each woman
must decide
how to
respond to it.

While promotions may be a matter of supply
and demand, career management techniques
along with a professional image enhance opportuniti es for advan cement. Career man agement
means more than just showing up for work and
doing what is expected; it means becoming involved in advancing your career. Moving swiftly
and safely from staff accountant to manager requires a strategy. A valuable part of that strategy
is identifying and requesting supervisors and jobs
that will provide solid stepping - stones. An accountant also must remain professionally compe-

tent. Obtaining additional education or certification, participating in a professional organization,
becoming involved in civic activities, and keeping
up with business trends and company operations
will help you retain professional competency.
Survival Tips for Women
Although women and men face similar job difficulties, there are a few hazards that still affect
women more.

siderable time just discussing the matter, making
sure everyone understands why the trip is necessary, who is traveling with her, where she will be
staying and can be reached during the trip, and
when she will return.
A note for the novice: carry -on luggage is a
must if you have an important meeting upon arrival. A garment bag, a small suitcase that fits under the seat, and a purse will accommodate most
travel requirements for several days, maybe even a
week. There's nothing worse than scrambling for
necessities as a store is closing and your checked
luggage is 500 miles away.
Traveling also means knowing how to behave
responsibly. Women travelers still are a minority.
Socializing in these circumstances can be fun; it
certainly is an important way to establish yourself
in a peer group. One indiscretion, however, can
damage a professional image faster than almost
any other miscalculation. Women should avoid:
• Visiting a bar alone and sitting on a bar stool;
• Starting conversations with strangers in a bar or
a restaurant when alone;
• Leaving the party last or drinking beyond the
point where she can carry on a business conversation (while it is socially acceptable for men to
drink beyond this point, women cannot do so
wi t h o u t s o meo n e fi l i n g away a negati ve
evaluation);
• Going out on the town with one male colleague
(though harmless, this action leads to raised
eyebrows and speculation about possible personal relationships);
• Letting others pay for her way (women may be
accustomed to males picking up the tab, but in
business travel there is no free lunch and the
woman will pay in one form or another). Advances and aggressive behavior usually increase
with the consumption of liquor. In such situations, humor and gentle discouragement often
relieve the tension without causing permanent
damage to professional relationships. If a confrontation is unavoidable, the woman should
pick the location —a hotel lobby certainly is
preferable to a dark hallway!
LEARNING TO DISAGREE

TRAVEL —READY OR NOT

Job - related travel no longer excludes women
from certain employment opportunities as it once
did in large accounting firms and most corporations. But travel still means more for women than
simply packing their bags. For most women, particularly those with children, preparing a family
can be difficult. Schedules, meals, and responsibilities must be prearranged. Most families are less
than thrilled by the prospect of frozen TV dinners
and extra chores. A woman usually spends con34

Men are able to disagree and still work together
effectively. Women are stereotyped as lacking this
skill. Whether true or not, women can and should
learn to disagree professionally. Women should
strive to accept criticism, even cutting remarks, as
constructive comments, putting aside any personal animosity that surfaces involuntarily. As unnatural as this suggestion may seem, one should end
a disagreement by acknowledging that there are,
indeed, two sides of every issue or by letting the
other person know that his point of view is underMANAGEMENT ACCOUNTING /JUNE 1986

finding other employment; the litigant may be
dubbed a troublemaker. For these reasons, many
OVERCOMING AWKWARD MOMENTS
women opt to live with some level of discriminaBeing relatively new to the profession, women tion, although it can be difficult. If you protest apsometimes encounter unsettling slights. One awk- parent discrimination frequently, you are called a
ward situation is shaking hands. Should a woman "libber" and usually end up the object of office
shake hands with men entering a room or in re- sexist jokes. On the other hand, if you do not react
ceiving line? No etiquette rule covers the situa- you may damage your self - esteem and long -run
tion, but if a woman wants recognition as a peer, career opportunities. Males tend to assume that
then she ought to shake hands. Because men are the silent female is so grateful for employment
unsure of the appropri ate behavior, a woman that any abuse will be borne in silence. That womshould not wait for them to make the first move. an may then be encouraging discrimination
She should step right up, extend her hand, and against other women.
give a firm handshake. It puts everyone at ease.
Behavior short of either extreme tends to be
Professional staffers frequently are mistaken for more rewarding and is more apt to influence male
secretaries. Caught off guard, a woman might attitudes positively. Before objecting to "coffee despontaneously show indignation or anguish. Nei- tail," a new employee should make sure that this
ther response is professional, and neither helps assignment is given only to women. If so, she
might make it once and then suggest politely that
the office staff take turns. Repeated assignments
as committee secretary, another common ploy,
may be turned into an advantage. Frequently, that
position can be the most powerful one. Phrasing
and composition of the minutes may have more
impact on decisions than all the rhetoric at the
committee meeting. If the duty really is distasteful, then a woman should state matter- of- factly
that she is interestd in another position. Such a
response, particularly if the objection is made
change stereotypes. Even if this mistake happens without evoking reference to discrimination, has
repeatedly, a woman should always take time to amazing results.
explain that she is not the secretary but that she
A similar approach can be used to avoid sexual
would be happy to locate that person. Some wom- harrassment. Females should suppress the natural
en go so far as to offer to help, but that may only reaction to lash out verbally or physically. Males
reinforce the requestor's idea that she really is the who condone or engage in sexual harrassment are
secretary! Most important, a woman should con- prepared for such reactions and have perfected retrol her emotions and respond professionally. An sponses which only demean the victim. These men
angry outburst not only offends the person who are not prepared for a rational discussion of how
made the mistake, but it may alienate the woman such behavior could affect both careers or others
from the secretarial staff.
in the office or at home. Again, the more a woman
can cope without directly accusing someone of
COPING WITH DISCRIMINATION
harrassment, the more likely the two individuals
Discrimination still exists in some organiza- can work together professionally. For some womtions. Federal laws and court precedents may en, these approaches may be too mild or out of
eliminate overt practices but not basic prejudices. character. Each woman should decide for herself
No supervisor will tell a woman that she will not some limit when legal action will be pursued.
be promoted because of her sex. Most males will
not make overt propositions. Women may, how- Becoming Successful
ever, be assigned tougher duties, more difficult
Professional success requires dedication, talent,
travel schedules, or less desirable office space, to political savvy, planning, timing, and luck. As in a
name a few examples. Discrimination takes subtle game of chess, the aspiring professional should
forms today. While less threatening than a decade know the workings of each playing piece, have a
ago, it is harder to substantiate.
plan of attack, and anticipate the maneuverings of
Each woman must decide how to respond to other players. Many other unwritten rules of the
discriminatory practices. Based upon recent expe- professional game exist. Perhaps with added sensirience, court battles may not be the most effective tivity and awareness of the basics, a recruit will be
response. A sizable settlement may not compen- able to discern other necessary behavior patterns.
sate for a potential interruption to a career. Publi- A successful career is easier to achieve and enjoy
❑
cized legal disputes may reduce one's chances of if you start on the right track.
a

stood, even if there is no agreement.
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A

new
accountant
should not
expect to be in
charge of a
project,
supervise staff,
or make
decisions.
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When production, distribution, and sales and marketing
are synchronized, a company performs smoothly —and profitably.
By James Wagner

James Wagner, CMA,
is vice president,
finance, Sanidairy, a
division of Penn Traffic
Co. He is a member of
Johnstown Chapter,
through which he
submitted this article.
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In the last decade, many American manufacturing
companies have found themselves unable to com-

er. Manufacturing for inventory is minimized.
The build -up of work -in- process and finished
goods inventories to balance plant utilization is
avoided.

p ete. Th eir co sts were to o h igh and whole industries were b ein g lo st to fo reign competitors in exp o rts an d im po rts. Figh tin g b a ck, the im periled
man u factu rers an aly zed an d d issected their operatin g m et h o d s to th e point th at, seemingly, no
body tissu e co u ld rem ain after all the biopsies

OPT concentrates on the elim ination of production bottlenecks to achieve m axim um throughput.
This is ac com p lishe d by analyzing m ac hine centers where work in p roces s m ay queu e up. Som e
solutions suggested are: farm ing oui various stages
of m anufacturing to outsiders, even com petitors;

were out.
The operating strategies of their foreign competitors were codified and fed in large spoonfuls to
the accepting patient. Manufacturing systems
were installed involving full utilization of machinery, often highly robotized. These systems were
made more effective through the introduction of
such techniques as Manufacturing Resource Planning (MRP) and Just -In -Time (JIT) application of
resources. These methods attack the old standard
of having large resource allocations in raw material inventories. Manufacturing in the USA was beginning to come back.
The MRP, JIT, and other systems, recently
were joined by Optimum Production Technology
(OPT) proposed by Dr. Eli Goldratt. His theory
emphasizes maximum throughput in manufacturing activities. This methodology somewhat disregards individual machine or cost center utilization
and concentrates on getting the most finished
product to the loading dock and on to the custom-

putting older less efficient machinery back on line;
and so on. OPT is not even averse to throwing a
tarp over a machine at times if its continual usage
is not necessary to get the throughput needed.
OPT analyzes bottlenecks at machine stations or
cost centers that bind up throughput. OPT is
plant - oriented; it interfaces with marketing and
sales primarily by offering them lower lead times.
In the job cost or longer process line of multi -value adding steps, OPT offers better response and
more reliable ship dates for customer orders with
concurrently less inventory holding costs. Profitability is enhanced by getting more product into
the customer's hand.
OPT is a valuable addition to production and
inventory management. Taking OPT a step further, I propose an extension of the methodology
and call it Operating Rhythm or OR.
Extending OPT
Operating Rhythm is the logical extension of
MANAGEMENT ACCOUNTING /JUNE 1986

OPT for companies processing a wide line of
product and performing extended service for their
customers through distribution and marketing
services. Such companies would include food processors like dairies, bakeries, some frozen food
processors, and so on. These companies are characterized by having limited and costly storage facilities and /or a perishable product over a fairly
short life. They tend to have a diversified multiproduct line with varying individual product demand and often, especially in food processing,
semi -fixed contracts for raw materials. These are
operations where operating smoothness is tantamount to good financial return.
OR supports maximum resource utilization
over the long run, but demonstrates its special value by analyzing shorter periods of time such as a
month or quarter. Because it takes a snapshot approach to the manufacturing and distribution network it considers many so- called variable cost
items as fixed, even frozen over the short run.
Some of these situations are:
• Contracts for product ingredients or components, obligations which cannot be averted or
delayed.
• Limited storage space and /or product life.
• Various cost center labor crews protected by
union contracts.
• Established delivery route systems.
• Sales contracts.
• Predatory competitive conditions.
OR begins with the preparation of a comprehensive and detailed forecast for short segments of
the fiscal year (one month or even less) that projects the availability of production, distribution
and service resources, and the expected customer
demand. This projection is in addition to the regular financial forecasts. These plans provide a guide
for the operational adjustments of various sorts to
be explained later. Each cost center can independently plan its own optimum operations but the
crucial step is melding these projections into an
operating rhythm that produces the highest realization of goals considering the available resources
of the organization. Because these centers must
integrate with many others broad considerations
are needed in order to reshape each cost center's
strategy for maximum efficient throughput. Then
each subsidiary or division's plans should be modified to contribute to the maximum overall benefit. A full -line dairy, such as Sani- Dairy, has operating cost centers with individual plans. These
plans must be harmonized within the division and
then balanced into the plans of sister divisions for
intercompany transactions and outside marketing
realities for independent sales activities.
OR's mechanism functions best when finance,
MANAGEMENT ACCOUNTING /JUNE 1986

manufacturing, and marketing decision makers
get together to review the actual operational situation of the current period compared to plans made
perhaps a year earlier. Some questions that must
be asked and answered to ensure maximum corpo-

rate return are:
• In what area is sales volume slack or perhaps
burdensome?
• What supply or distribution problems have
developed?
• What cost center is having difficulty maintaining needed service on an economical basis?
• What strategies must be adjusted to meet a new
market situation?
The controller has probably provided much of
the data used by his or her executive colleagues in
their deliberations; however, some key information will come from outside the formal information structure. Often t hese are only "t idbits"
brought in by sales, distribution, and purchasing
personnel from the field. Also considered are first line cost center supervisors in the plant who provide much of the "floor info" in their daily reports
and also reports from maintenance and garage
foremen who keep things running.
The management accountant often is called
upon to describe the financial impact of this widely diverse information. Besides taking part in analyzing the ongoing situation, the controller often
will be a formulator of the adjustments needed to
restore the planned OR.
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What does this interactive system called OR
provide for the overall organization? It provides
courses of action that are usually superior to corrections implemented in only one area. Manufacturing, for example, might cut back the activities
of a cost center or put its production in storage
when an interactive solution might be for the sales
department to quote some special deals to certain
customers and move the backed -up product.

in-

In an illustrative production problem, Figure 1
demonstrates how noncoordinated solutions can
disrupt OR in contrast with Figure 2 which restores OR.
In our hypothetical problem, Distribution
forms Sales and Production of a slowdown in
Product A. Production states that Product A processing is integral with B which is moving according to plan. Without considering other parts of the
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corporate equation, the singular production solution would be to produce normal amounts of A
and divert the oversupply to inventory. This solution solves the production problem but the distribution system is burdened with stockouts of needed product because of holding space taken to solve
the problem. Moreover, sales and marketing face
feedback from short codes on Pro duct A and
stockouts of other product, especially B. Figure 1
illustrates this solution.
The Operating Rhythm solution to the same
problem is:
Sales Department announces special promotion of Product A with point -of -sale promotional pieces.
2. Distribution makes certain point -of -sale pieces
are in place and customer has sufficient Product A.
3. Production maintains product flow with the
caution that an alternative processing method
may be needed to produce Product B if sales of
Product A do not respond.
4. Result: planned operating rhythm is maintained and there is little or no disruption. (See
Figure 2.)
A problem could arise in any of the other operating centers, the outside market, or even in another division buying some of your product. The
location of the problem is not as important for our
discussion here as how it is solved.
OR considerations almost always involve quantitative, not just financial criteria. Manufacturing,
warehousing, and distribution people rely heavily
on such measures as: gallons per man hour, cases
per hour, and carton miles. It is their language,
but it can also be the downfall of integrated operations. Going back to Figure 1, it can be readily
seen how a cost center could slip out of rhythm
with other organization centers if it decided to
maximize its perception of success; i.e., a high -gallon -per- man -hour ratio. It was this kind of thinking that the manufacturing plant example in Dr.
Goldratt's book was experiencing. The plant was
highly robotized and had astronomical per -unit
efficiencies at an individual work station, but total
plant throughout was choked and inventories
were bloated. Goldratt's OPT attacked this problem with an emphasis on throughput, not maximum machine efficiency. OR tak es it a st ep
further.
Find a Single Measure
In OR, because so many differing work centers
are involved, I recommend finding a single quantitative measure that can be applied to all work centers. Our company uses a quart. It could be a loaf,
a gallon, a case; but it should be small enough to
MANAGEMENT ACCOUNTING /JUNE 1986

be practical in all centers. In a dairy, it is possible
to provide efficiency measures for even service departments, such as sales, marketing, and administration, on a per -quart basis.
Whatever unit is selected, it should be used
throughout the projection process and continued
on to the various actual cost center reports that
form the basis of OR considerations. The financial
measurement comes in when a price or cost is assigned to the unit of measure. In a stable economic environment, percent of sales would be a good,
complimentary consideration if sales mix was
rather constant.
At Sani -Dairy, there are more than 500 products spread over the five major operating categories shown in Figure 3. Each item in a category,
i.e., Delivery- Transport in the Dairy Products
Group, has its financial value, percent of sales,
and the quarts -sold quantity. The expense centers
are adjusted for the costs associated with product
going into or being removed from inventory and
sold. Fixed costs also are segregated into processing, distribution, marketing, and administration,
but these costs are usually not relevant to OR
considerations.
Armed with sufficiently detailed projections
compiled in a manner that parallels the monthly
operating statements and with good field reports,
the executive committee can fine -tune all operations for the organization's total advantage in the
marketplace.
What does it take to get started? Besides the
good mechanics mentioned above, OR must have
CEO support from all divisions and subsidiaries
involved. In Dr. Goldratt's book, OPT is put into
action by the plant manager, literally against the
desires of higher management. That is possible because OPT is plant- oriented. Operating Rhythm
cuts across so many organizational lines it cannot
function without complete executive support. The
concept of adjusting individual operating centers
for the maximum total return instead of the maximum local return does not come easily and is
sometimes a fragile agreement. Our company is a
manufacturing division of a larger organization,
feeding products to retailing divisions, as well as
the outside. It is admittedly difficult to get enough
synchronization to achieve the maximum planned
OR. The crux of the whole OR scheme is the effort and willingness to adapt and get back on the
planned track.
True Operating Rhythm is the one further step
which can be taken beyond Optimum Production
Technology espoused by Dr. Goldratt for organizations which are highly integrated vertically and
horizontally. In these industries, OR can rival foreign operating techniques and, like OPT, can get
"mo r e bang for t h e b u c k " for Ameri can
corporations.
O

True Opera Ling
Rhythm takes
you one step
beyond OPT.
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Institute of Certified
Management
Accountants
James Bulloch, Editor

Beyer Medal Winners —Dec. 1985 CMA Examination
The Institute of Certified Management
Accountants is pleased to announce
the names of the award winners for
the December 1985 CMA examination for the Certificate in Management
Accounting.
Wayne R. Borkowski, associate
professor, St. Martin's College, Olympia, Wash., won the Beyer Gold Medal for the highest scores on the examination. Scott E. Schroeder, the
Beyer Silver Medal winner for the second highest scores on the examination, is an accountant with Coopers &
Lybrand, Louisville, Ky. Gregory E.
Weigard, senior financial analyst at
Air Products & Chemicals, won the
Robert Beyer Bronze Medal. Stanley
H. Helm of Gainesville, Fla., won the
Student Performance Award.

� F
Borkowski

earned an MBA degree from De Paul
by a tten ding evening classes. Currently chairman of the accounting de-

partment at St. Martin's College, he
has served as a manager of financial
services at IBM, Menlo Park, Calif.,
and as a staff accountant with Ernst &
Whinney, Chicago.
Mr. Schroeder, the Silver Medal
winner, also won the American Institute of CPAs' Elijah Watt Sells Certificate in Recognition of Performance
with High Distinction on the November 1984 Uniform CPA examination.
He has a B.S. degree in accounting

A to t al of 2, 441 c a n d id a t e s s a t f o r
the December 1985 CMA exam ina-

tion, and 456 candidates completed
the examination requirements. Selected statistics for the last three examinations are presented below.
The first of two 1986 examinations
will be held this month at 69 locations
throughout the United States, The
ICMA estimates that over 2,500 candidates will be taking the exam.
For further information about the
Certificate in Management Accounting, write to: ICMA, 10 Paragon Drive,
P.O. Box 405, Montvale, N.J. 07645.11

Schroeder

Five Win Certificates
Five other CMA candidates won
Certificates of Distinguished Performance for their achievements on the
examination. They are Susanne Evans, financial reporting supervisor at
Rosemount, Min neapolis, Minn.;
J a me s J . Gitter, audit ass ist ant at
Touche Ross & Co., and NAA member, Milwaukee, W is.; Stephen G.
40

Hansen, staff accountant, Mabie Associates, Stevens Point, Wis., and
Heart of Wisconsin member; Kenneth
A. Herchuk, staff accountant, Deloitte, Haskins & Sells, Houston, Tex.;
and Soong Hyun Park, associate professor, Rutgers University, Scotch
Plains, N.J.
Profiling the Winners
Gold Medal winner Wayne Borkowski is a CPA who was graduated
with a B.S. degree in accounting from
De Paul University, Chicago. He then

from the University of Kentucky where
he won the Most Valuable Senior
Award, Football, Fall 1983. He i s a
member of NAA's Louisville Chapter,
Mr. Weigard, Bronze Medal winner,
was graduated from Lehigh University
in 1981 with an MBA degree. He has
garnered a number of honors during
his scholastic career including the
American Marketing Assn. Outstanding Graduate Student Award, Who's
Who Among Students in American
Universities and Colleges, and the
Wall Street Journal Award to the economics major with the highest academic average. The latter two awards
were earned while he was at Ursinus
College, Collegeville, Pa., where he
gradu ated magn a cu m l aud e wi th a
B.A. in economics. He played four
years on the varsity basketball team
and also plays in the Blue Mountain
(semi -pro) Baseball League.
Student Performance Award winner
Stanley Helm earned a B.A. degree in
accounting from the University of Nebraska in 1974 an d a J . D. d e gr ee
from Creighton University in 1980. He
completes requirements for a master's degree at the University of Florida this summer. He also has passed
the CPA and CIA examinations.

Success Rate on the CMA Examination
Examination Part

Part 1 Economics and Business Finance
Part 2 Organization and Behavior Including Ethical
Considerations
Part 3 Public Reporting Standards, Auditing and Taxes
Part 4 Internal Reporting and Analysis
Part 5 Decision Analysis, Including Modeling and Information
Systems

December
1984

June
1985

December
1985

46%

48%

43%

38%
48%
54%

51%
44%
45%

46%
48%
41%

44%

60%

49%
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A new costing system enabled a yarn
manufacturing company to deduct
$100,000 per month from its tax bill.
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By John A. Pearson

tax benefit for the cost of excess capacity.

Absorption costing and variable costing are two of
the most common methods of product costing.
The basic difference between these two methods is
how fixed indirect costs (factory overhead) are accounted for.
Factory overhead costs are included in the inventoriable costs under absorption costing, but are
excluded from inventoriable costs under variable
costing. Variable costing regards fixed manufacturing overhead as a period cost to be expensed
immediately, while absorption costing recognizes
product costs as inventoriable items that flow
through the income statement when the item is
sold. Neither the public accounting profession nor
the Internal Revenue Service has approved of
variable costing as a generally accepted method of
inventory valuation.
While the idea of absorbing costs based on a facility's practical capacity is not new, companies
have not been eager to adopt the concept. Practical capacity, the capacity at which a facility can
be expected to operate given an allowance for normal machine downtime and interference, is difficult to determine. Thus, companies allocate overhead based on normal capacity, which is the
expected level of manufacturing output based on
projected sales.
One reason why practical capacity has not been
used is because historically normal and practical
capacity are considered to be sufficiently close except in times of business cycle downturns. Another more pervasive reason is the IRS' refusal to
permit it. Under absorption costing, a company
will capitalize product cost in inventory until an
item is sold.
However, if a company has facility - related costs
based on practical capacity, its taxable income
will be less than it would be under traditional cost
accounting methods. The effect is an immediate

Allocation of Costs Base d on Practical Capacity
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Paragon pricing is a cost -based concept. Th e
paragon pr ic e is a revenue am ount that reflects
the cost of t he ite m plu s a m argin in excess of
these costs —set by policy —that provides an adequate return on capital.'

Table 1
Corporation A
Theoretical capacity =
Operation time _
(based on 8 hrs /dayx5 dayslwk
x52 wks/yr less 15 shutdown
daysx8 hrslday)
Allowance for downtime =

Actual production =

Ending inventory =

Theoretical capacity for the year _
(1,960 hourstyearx70 units/hour)
Less: Allowance for downtime
(5%x137,200)

70
19
/
96,000units
89640
137
6,860
units/hour

9 6 0

5 0

hourslyear

of practical capacity
before reduction for
odowntime

units

9 2 0 0

units

units

1 3 0 , 3 4 0

u n i t s

Practical capacity =

There are two com ponents associated with paragon pricing: the cost of the product and the profit m argin. Th e profit margin is determ ined by
managem ent policy and market dem and. The cost
of the product is derived from the aggregate of the
three m anufacturing cost elem ents—direct mate41

rial, direct labor, and indirect manufacturing cost.
Indirect manufacturing costs (factory overhead)
are further divided into a variable factory overhead and fixed factory overhead. Paragon pricing
is unique because of the way in which fixed costs
are absorbed by the product. Traditionally, fixed
factory overhead costs are absorbed based on normal capacity. In contrast, paragon pricing allocates fixed costs based on practical capacity. Here
are the four steps involved in determining practical capacity.
• Carefully set the theoretical capacity level for
each cost center. (Based on industrial engineering studies, the level of production that could
be attained if the department operated continuously at peak efficiency.)
• Determine the amount of expected downtime
due to normal work stoppages arising from the
production process, i.e., routine maintenance
(the maximum production level of the cost
center.)
• Determine the constraints imposed on a cost
center's capacity to produce because of upstream and downstream bottlenecks in the production process. (The production level is reduced to the maximum production level that
the cost center could be expected to maintain
under practical circumstances.)
• Make an annual review of the practical capacity
levels to determine if last year's estimate was
too high or too low.
It is important to note that the market demand
for the product is not included in the calculation
of practical capacity. Instead, practical capacity is
an estimate of the capacity to produce goods.
Under the practical capacity concept, the percentage of practical capacity represented by actual
production is used to determine the total amount
of fixed indirect production cost to be included in
inventory. These fixed indirect production costs
are combined with the variable indirect production costs and are allocated to goods in ending inventory. The difference (if any) between the
amount of all fixed indirect production costs and
the amount of fixed indirect production costs included in the computation of inventoriable costs is
allowable as a deduction for the taxable year in
which such difference occurs (see Table 1).
Corporation A has established the 130,340 unit
level (practical capacity) as the basis for the calculation of the amount of fixed indirect production
costs to be included in the computation of the
amount of inventoriable costs for the current year.
Under this basis, if only 96,000 units were actually
produced for the year, then 73.7% (96,000 units
of actual production/ 130,340 units of practical capacity) of the fixed indirect production costs

42

would be in cluded in t he co mputat ion o f the
amount of inventoriable costs during the year.
The remainder of the fixed indirect production
costs (26.3 %) not included in the computation of
the amount of inventoriable costs are deductible
in the year in which they are paid or incurred.
Furthermore, 9.0% (8,640 units of ending inventory /96,000 units of actual production). of the
fixed indirect production costs included in the
computation of the amount of inventoriable costs
(73.7 %) and 9.0% of the variable indirect production costs would be included in the cost of goods
in ending inventory.
IRS Approves
A case filed on July 28, 1982, involving Brush
Wellman, Inc., vs. Commissioner of Internal Revenue, is responsible for the Internal Revenue Service acceptance of the practical capacity concept.
The Tax Court held that: "Petitioner's practical
capacity determinations, which reflected production capability instead of reflecting average actual
production or anticipated sales, satisfy the requirements of the practical capacity regulation,
sec. 1.471- 11(d)(4), Income Tax Regulations. Accordingly, petitioner is entitled under the regulation to deduct the part of fixed indirect production costs which is associated with idle capacity in
the year of production rather than waiting to deduct it in the year in which the produced goods
are sold."'
Paragon pricing offers a legal exception to the
general rule contained in the full absorption regulations that all production costs are inventoriable
costs. Although the establishment of a facility's
practical capacity requires careful and meticulous
computations, the tax benefits are worth the additional effort, especially in periods of economic
downturn when idle capacity is most likely to
occur.
The yarn manufacturing company I work for
has successfully adopted the paragon pricing costing system. As a result, for the first five months of
this fiscal year the company has been able to take
a tax deduction of $100,000 per month.
The rapid advancement of production technology coupled with the constant fluctuating nature of
business cycles causes many manufacturers to find
themselves with excess productive capacity. Paragon pricing provides an immediate tax deduction
for the fixed indirect production costs associated
with the difference between the practical capacity
level and the actual production level (idle capacity). It is a co s t i n g s ys t em th at d es erves
consideration.
'Daniel P. Keegan, - How to Minimize Pricing Guesswork;' Management Review.
October 1984, p. 15.
T.S. Government Printing Office, Washington, D.C., "Brush Wellman, Inc., vs.
Commissioner of Internal Revenue" United Stares
Court Reports. 1983, vol.
79. pp. 160 -185.
Tar
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They Love Their Macs
After subscribing for years to MANAGEMENT ACCOUNTING, I couldn't believe
my eyes when I saw a review o n the
"Mac" in your April '86 issue. I've been
waiting for the accounting sector of the
comp uter mark et to finally take the
Mac seriously.
Please continue with reviews of software and hardware available for the Macintosh. I feel like I've been the lone accountant in the wilderness over the last
few months so it was a pleasant surprise
to read about your interest. I also was
MANAGEMENT ACCOUNTING /JUNE 1986
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bucked President Reagan by refusing to
even debate the Democratic - written tax
reform bill, I read Robert Shultis' column, "Letters —We Get Letters" in the
December issue. So, I looked back and
found Roger Doost's letter in the September issue, which you so accurately
captioned "An Impossible Utopia ?"
The answer, Yes!
Mr. Doost's simplified income tax
doesn't go far enough. The only income
tax intended to solely finance our federal government is a flat -rate tax with no
deductiobns paid by everybody. But as
we have witnessed, once again, with last
year's attempts at tax reform, politics in
the U.S. makes such a tax less possible
than disarming and living peacefully
with the Soviets. All Americans simply
have too many vested interets in the
current income tax structure to make a
flat -rate tax with no deductions possible. Since introducing his reform proposal, President Reagan has been urging
us to rally and present special- interest
groups from altering it. But what about
the special - interest groups that helped
write his proposal?
Without question, tax reform will
pass this year, just in time to help candidates in the 1986 elections. Then the
1987 Congress will again reform the tax
law, undoubtedly eliminating some of
the 1986 reforms. And the cycle will
just continue on and on with new tax reforms coinciding with the elections every two years.
Vincent C. Stauffer
Salt Lake City, Utah

slightly extravagant and bought the LaserWriter but haven't regretted it yet. I
am also interested in any accounting networks that are in use for accountants who
own Macintoshs and would be interested
in helping to set one up if none exist.
William K. Turner, CPA
Salisbury, Md.
*

Letters

I thoroughly enjoyed your article on
Macintosh!
As an academic, I am required to
write (word process) a great deal. The
Macintosh is truly an excellent machine
for desk -top publishing. In addition to
Microsoft Word, using Microsoft Excel
as a spreadsheet and graphics package to
incorporate directly into papers is tremendous... This technology is certainly
on e to ol man agemen t accou nt an ts
should be adopting.
Thomas B. Clevenger
Assistant Professor of Accounting
Virginia Commonwealth University
Richmond, Va.
Your enthusiasm for the Mac is shared
by many of us. I can put a new person on
a Mac, use Microsoft Excel, and in 10
minutes have them doing worksheets
with little or no supervision. They are
able to pick up new applications as needed and enhance their skills to fit the job.
I would encourage you to move away
from the IBM mind -set, and start devoting some space to the Mac as an alternative. In my office I have replaced
four of six 512 Macs with the Macintosh Plus. I also have four Apple 20
meg. hard disks and a LaserWriter.
If those who have learned Lotus 1 -23, or tried to teach it, would expose
themselves to a product like Microsoft
Excel on the Mac, I think that he /she
would be in for a real surprise. It is fast,
powerful,and easy to use and format.
Lotus Jazz is also, but lacks some of the
features of the Excel spreadsheet (e.g.,
macros), but it does have "hotview" and
integrates word processing and a terminal program with their spreadsheet, database, and graphics.
I also have a 512 Mac at home, as
does my chief accountant.
John A. Osborne
Associate V. P. and Comptroller
The University of Tulsa
Tulsa, Okla.

Taxes
8 "
mind in enacting Section 356 (a)(2)."
The Court also noted that when the
particular facts and circumstances of this
case are analyzed, "the correctness of
our conclusion that the cash distribution
of $3,250,000 did not have the effect of a
dividend... becomes even clearer." The
Court pointed out that the IRS wants to
consider the payment as if it were made
by Basin. However, such a distribution
would have been impossible for Basin to
consider on its own because it was far in
excess of Basin's accumulated earnings
and profits ($2,320,000) as well as its total assets ($2,760,000). Moreover, the
stock -plus -cash deal was the idea of NL
Corporation, who wanted to minimize
the number of its outsanding shares, and
was not the idea of Clark.
Thus, the Tax Court concluded that
the cash boot received by Clark must be
considered a redemption by the acquiring corporation and not a dividend issued by the acquired corporation. Clearly, the effect of this decision can be
substantial. Publicly held corporations
intending to acquire small closely held
corporations can now more readily offer
cash incentives to the shareholders of
closely held corporations. The cash will
not affect the general tax -free status of
the reorganization and it will not cause
undue hardship to shareholders receiving cash because any gain that must be
recognized as a result of the cash distribution can be treated as capital gain and
not as an ordinary dividend.

MAP
12 "
Subcommittee on Oversight and Investigations will be continuing this year, according to Rep. John D. Dingell (DMich.) in a speech given to a North
American Securities Administrators Association conference .... Staff proposals
for rules that would require interim disclosure of business segment information
had been scheduled for consideration by
the commissioners of the Securities & Exchange Commission last February, but
were not brought up at the meeting. As of
this date, it is uncertain when the issue
will be placed on the agenda again.
43

Benefit -Cost
ysisasa
i

0

I

I II

40

11

11 1 1

1

L

I

I

I

I

eeformance
Indicat(ir

The B/C performance
indicator encourages
lower levels of
management to try
and achieve
goals set at higher
policy levels.

By G. Stevenson Smith and M.S. Tseng
As government spending for programs and regulations comes under increasing scrutiny, attempts
are being made at national and local levels to control costs using various types of budgeting methods and cost projection techniques.
One example of cost control at the national level is Executive Order 12291. It requires the social
costs of regulations issued by all U.S. federal executive agencies to be compared with their social
benefits. The objective of this order is to try to ensure that social benefits are maximized. If social
benefits do not exceed costs, the program must be
reconsidered.
Although the Executive Order was issued in
44

1981, an example of regulatory costs exceeding
benefits occurred in 1984. That year states began
filing information returns with the IRS on state
income tax refunds of $10 or more. In addition,
they had to provide refund recipients with a statement specifying the amount of the refund. The
General Accounting Office has estimated that the
cost of implementing this legislation is $2 million
more than the additional revenues generated from
it.
A management accounting technique that can
help correct this problem is benefit -cost analysis.
B/C analysis not only can be used to determine
whether or not a proposed government program
or regulation should be put into operation it also
can be used to measure efficiency and effectiveMANAGEMENT ACCOUNTING /JUNE 1986

Figure 1
Four -Stage Tree Diagram for BIC Ratios.
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ness of an existing program.
We used B/C analysis to measure the effectiveness of a vocational rehabilitation (VR) program
in the State of Pennsylvania. Although this technique has been used in the past to analyze such
programs, our study represents the first time B/C
analysis has been used as a performance indicator.
Costs vs. Benefits
Costs. Direct program costs are expenditures
that specifically affect program participants. For
example, these costs can result from a participant's medical treatment, or from the legal prosecution of individuals arrested in a drug enforcement program. Indirect costs are overhead costs
and include an administrator's salary, building
rent, cost of utilities, and staff training and travel.
Intangible costs are a third cost classification
that is sometimes considered in evaluating governmental programs. Difficult to quantify, intangible
costs are indirectly affected by the program's objectives. The cost associated with the fear of testifying against an accused drug dealer in a drug en-

We
recommend
using BIC
performance
indicators at all
managerial
levels when
evaluating
expenditures.

Figure 2
Expected B/C Ratios for All Client Characteristics and Disabilities.
Client Characteristics
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forcement case can be included in this category.
Benefits. As with costs, benefits can be considered to be direct, indirect, or intangible. The direct benefits to the individual are increased earnings, freedom from drugs, or less dependency on
governmental aid. The latter benefit also is a direct benefit for the government. Another direct
benefit to the government is the increase in tax
revenue because individuals in the program have
regular work assignments and can accept jobs
with higher salaries. Indirectly, the program benefits the family and employer of the individual under treatment.
The intangible benefits are those that accrue to
society. For example, the rehabilitation of a child
abuser or drug addict benefits society. However, a
major difficulty with the use of B/C analysis has
been to place a value on intangible benefits. In ad46

dition, as a multitude of intangible benefits are
identified, their marginal impact on B/C analysis
tends to decrease.
Time Value of Money.Once program costs and
benefits are determined, the benefit and cost flows
need to be adjusted by the time value of money.
The multiperiod flows of costs and benefits need
to be adjusted to the present time period by using
the discounted cash flow method. A comparison
can be made between the cost and benefit dollars
that occur in different time periods. For the analysis a discount rate must be carefully selected, or
misleading data may result. Incorrect conclusions
also can result from unequal periods over which
the benefits are recorded. For example, younger
participants are likely to work for more years than
individuals on the brink of retirement. Discounting flows of benefit dollars with varying inflow periods can result in favoring younger individuals.
Following the selection of a discount rate and
the adjustment of cost and benefit flows for the
time value of money, the program's costs are divided into the program's total benefits and the re-

70.80

69.32

74.52

69.20

69.58

83.92

78.94

94.62

80.26

87.22

0

169.38
0

246.90

76.60
94.27

sult is a B/C ratio. In order for the benefits to be
greater than the costs, this ratio has to be greater
than one. As the benefits rise above costs, the ratio becomes increasingly greater than one.
Measuring Efficiency and Effectiveness
Our study analyzed the state of Pennsylvania's
VR programs. Based on our experience, we recommend using a B/C performance indicator to
evaluate programs and plan for changes. A B/C
performance indicator can be used both as an efficiency and effectiveness indicator and to measure
inputs and outputs from a program. Because it
pleasures the degree to which resources have been
used economically, it is an efficiency measure. The
ratio also can be used to measure how well program objectives are achieved -a measure of program effectiveness.
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We considered benefits as inflows directly received by state and federal governments as tax
revenue increases and decreases in transfer payments. Because governments have a finite amount
of resources for an infinite amount of demands the
programs were evaluated in a manner that recognized these limitations.
B/C ratios were computed for a sample that
consisted of 21,640 vocational rehabilitation clients of the Pennsylvania Bureau of Vocational Rehabilitation from 1975 to 1980. In 1980, each selected client was employed.
Clients in the sample were classified according
to age, education, disability (subdivided into severe and non - severe cases), sex, and marital status. Using the marital status, earnings, and number of depen dent s, we est imated th e average
federal individual income tax paid by a client before rehabilitation. For example, if a client who
was referred to the program in 1975 was married,
had no dependents, and earned between $5,000 to
$9,999, the client's earnings were multiplied by
3.4 %, the average federal tax paid by a client at
this income level in 1975. Income taxes for 1980
were estimated in the same manner. Differences
between the two dates were caused by a change in
the tax rates and income level. The income tax
revenue benefit to the federal government was
computed by subtracting, for each client, the estimated amount of federal individual income tax
paid prior to the rehabilitation period from that
paid after rehabilitation. The same procedure was
used to compute Pennsylvania state and local taxes using state and local tax rates.
Besides tax revenues gains, another benefit was
a reduction in transfer payments. If a client was
on welfare at the time of referral, we determined
the total amount of payments for the year. This
figure was compared with the annual amount paid
following rehabilitation. A decrease in the total
amount of payments was considered a benefit.
Any gain in tax revenues at the federal level
was added to the gain at the state level and to the
reduction in transfer payments in determining the
total amount of benefits realized from the rehabilitation program. We assumed that this amount
would be received by the client for the next 10
years or until the person reached the age of 62,
whichever came first. By discounting this annuity
to 1980 we determined the present value of the
benefits received by the government from the VR
program. Total benefits can be represented by the
following equation:
Total Benefits = Income Tax Increase to State
and Federal Government after
Rehabilitation + Reduction in
St ate and F ed eral Tran sfer
Payments after Rehabilitation
MANAGEMENTACCOUNTING/JUNE 1986

Client costs were determined by adding the direct costs of rehabilitation plus an amount imputed for overhead. Direct costs of the program
include diagnostic and restoration services as well
as various types of training services. The overhead
costs consist of indirect contributions to the program. The overhead rate of 8% was estimated
from cost data relating to administration costs for
Pennsylvania in the State VR Agency Fact Sheet

Figure 3
Selecting Clients Using B/C Ratios
Admitted
Clients

Expected BIC
Ratios

Possible
New
Clients

Expected BIC
Ratios

A

70.80

E

74.52

B

F

94.62

C

190.03
208.43

G

181.72

D

437.12

H

167.22

Admitted Client BIC Ratio (AVG.): 226.60

I.

Matrix A:

Admittance Choices:
Admitting one or two new clients.
Ex3ected B/C Ratio:

E

E

F

G

H

196.12

179.26

193.77

191.36

200.20

197.12

194.71

217.62

209.22

F
G
H
II.

214.22

Matrix B: Admitting three new clients.
Expected B/C Ratio:
E
F

F &G

G &H

H &F

179.61

189.98

177.54

192.85

III. Admit

all four new clients.
Client BIC Ratio (AVG.) with all eight clients: 178.06

Booklet for the years 1972 through 1977. Total
costs of the program are symbolized as:
Total Cost = Total Service Cost + Overhead
Costs (i.e., .08 X Total Service
Cost)
We did not consider it necessary to develop a
B/C ratio in the strict "economic sense." In our
study, a B/C ratio is used as a performance indicator and therefore it is not necessary to incorporate intangible costs and benefits into the analysis.
Another consideration when cost and benefits
flows are analyzed is the time value of the flows.
To make comparisons between cost or benefit
flows that occur at different time periods, we selected a discount rate of 10% to make the flows
comparable.
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Our analysis of program benefits started after
the client completed the rehabilitation process.
Benefits were computed for 10 years after the participant left the pro gram or until the person
reached the age of 62 years, whichever came first.
The present value of these benefits were computed
based on the year the client completed the pro-

Table 1
Benefit -Cost Ratios
Severe

Non - Severe
BIC
N

BIC

139.07

21640

142.68

904
1328
3376
723
2419
778
3138

28.59
26.20
154.78
34.75
241.14
165.33
140.61

3161
2355
4791
883
3896
1123
5431

66.23
22.56
200.17
53.05
237.53
184.74
126.37

203.21
100.94

6338
6328

196.85
81.20

10447
11193

199.35
89.78

939
771
2572
3826
613
253

115.23
47.28
123.98
169.36
230.75
289.02

2073
1445
3171
4622
881
474

85.11
48.84
111.36
173.20
270.64
258.15

3012
2216
5743
8448
1494
727

94.50
48.30
117.01
171.46
254.27
268.89

2754
1980
1264
1126
847
938

186.50
197.16
211.60
91.77
46.56
-0. 05

2683
2254
1769
2096
2141
1667

212.85
233.43
198.95
115.92
32.25
-1. 48

5437
4234
3033
3222
2988
2605

199.50
216.47
204.22
107.48
36.31
-0 .9 7

BIC

Total Sample

8974

147.77

12666

Mayor Disability
Visual (V)
Hearing (H)
Orthopedic (Or)
Amputee (A)
M. Disorder(Md)
M, Retardtn (Mr)
Other Disorder (0)

2257
1027
1415
160
1477
345
2293

81.30
17.86
308.47
135.72
231.62
228.50
106.89

Sex
Male
Female

4109
4865

Education
Less than 8
8
9 -11
12
13 -15
16 or more

Total
N

N

Group

Measuring Staff Performance

Age
15 -24
25 -34
35 -44
45 -54
55 -64
65 or over

gram (in all cases, 1980) and was compared with
the total costs of the program from 1975 to 1980.
B/C Ratio = Present Value of Total Benefits
Total Costs
Present value methods were not applied to the
costs of VR program. With economic B/C analysis, the primary concern is to determine whether
the present value of benefit inflows is more or less
than the cost outflows. Unlike economic B/C
analysis, our study is concerned with establishing
a performance indicator for managerial purposes,
which is a relative measure. In addition, the cost
information was not available in a form that allowed the compounding of costs from the year of
entry into the program to the year of completion.
Benefit cost ratios are presented in Table 1.
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The results, as shown in Table 1, indicate that
the benefits exceeded costs in almost all classification s. The B/C rat io for the ent ire sample is
142.68. In the "65- and - over" age group the results
are negative as is expected. In major disability
classifications, hearing impairment has the lowest
B/C ratio (17.86). Mental disorders and orthopedic problems have the highest B/C ratios. In general, males appear to have higher B/C ratios than
females. A higher level of education, 12 and
above, results in a higher B/C ratio. Younger
males with more education have higher B/C ratios regardless of the disability.
The B/C ratios were calculated during a strong
inflationary period in the United States. Therefore, some of the "benefits" attributed to the VR
program most likely reflect wage increases and
corresponding tax increases due to inflation and
not to improvements in the client's status. Because the study covers a short time period, we did
not make any adjustments for this fact.

The B/C ratio can be used to evaluate counselor and program performance. For example, VR
counselors, departments, and the program could
be given a pre - established B/C ratio as their goal.
Figure 1 illustrates a technique that can be used to
help individuals and departments achieve these
predetermined B/C goals.
The technique involves the use of the expected
value theory to determine how the program is affected when a new client is admitted. The following equation is used to calculate the B/C ratio for
each situation:
E = ai

p1

+ a2 p 2 . . . . . . . . a k Pk

In the equation, a V a 2
a are numerical
.....
outcomes or B/C ratios, and p 1, p 2 . . . . . Pk are the
probability of these numerical values occurring. E
is the expected value of occurrence. In our study,
expected values are expected B/C ratios.
A four -stage tree (Figure 1) shows the B/C ratios for participant characteristics and their probabilities for occurrence along each path of the
tree. The probability tree is calculated using the
VR data from Table 1.
To use this information in combination with a
B/C performance goal, first calculate the expected
value for each outcome. The results of the expected value calculations are shown in Figure 2. As an
example of how Figure 2 can be used, look at the
third row in the table where the expected B/C ratios in the seven disability classifications for males
in the 45 to 65 + age group with an educational
level of eight to eleven years are listed. For example, a participant in this classification with an orthopedic disability is expected to have a B/C ratio
MANAGEMENT ACCOUNTING /JUNE 1986
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equal to 172.31.
government agencies that must decide between
Reviewing t he data in Figure 2 shows that service programs or capital expenditures. B/C
males between the ages of 15 and 44, 12 and 16+ performance indicators are recommended for use
years of education, and an orthopedic disability at all managerial levels in evaluating government
will have the highest expected B/C ratio - 555.49. expenditures.
The selection of one participant with this B/C ratio would enable the counselor to select many oth- A Signal for Corrective Action
er participants with lower B/C ratios and still
Our study suggests that B/C ratios can be used
maintain an average B/C ratio of 150, an assumed to evaluate performance and monitor government
predetermined goal for the department. For exam- expenditures against returns.
ple, the selection of one participant with the highAccording to Peter F. Drucker, "...much of
est expected B/C ratio (555.49) allows the case what we now consider 'expenditure'or 'social
worker to select almost five participants with the overhead' is actual ly 'capit al invest ment' and
lowest expected B/C ratio (69.2) and still meet the should — perhaps must — produce a high return
policy guideline of an average B/C ratio of 150.' and be self - financing." Although he relates these
Carrying this procedure one step further, let's thoughts to "information technology," the idea of
assume that a case worker admits four partici- "social overhead" is equally applicable to the govpants into a program and must consider four oth- ernmental output and returns.
er clients for possible admission. In Figure 3, CliThe advantages of B/C ratios as performance
ents A, B, C, and D have been admitted into the indicators are:
program. The average expected B/C ratio for this
group is 226.6. The case work er must decide • As a performance measure, a B/C ratio can enwhether to admit Clients E, F, G, and H or limit
courage lower levels of management to try and
the number admitted.
achieve goals set at higher policy levels.
Also assume that a B/C ratio of 200 is selected • The use of a B/C ratio provides for a broader
as a performance indicator. Figure 3 shows that
perspective of the objectives of government proadmitting all four new clients into the program
grams and encourages managers to consider the
will lower the average B/C ratio for this case
idea th at s pen ding sh ould be at least self worker to 178.06. If 200 is a guideline to be folsustaining.
lowed, all four clients cannot be admitted to the • The B/C performance indicator simplifies comprogram. The effect on the average B/C ratio of
parisons among programs where results may be
admitting the various clients in different mixes is
recorded in diverse measures such as tons, clishown in the Matrices A and B.
ents, or forms filed.
If only client E is admitted into the program • The B/C performance indicator has the poten(Matrix A), the case worker's average B/C ratio
tial for stability over time.
will drop to 196.12. In reviewing Matrix A, it can • Information needed to compute the ratio is
be seen that if clients G and H are admitted to the
readily available.
program, the average B/C is 209.22. According to • Generally, the ratio is considered to be a meathe B/C performance guidelines, this is acceptsure of efficiency becausb it focuses on output/
able. With a required B/C average of 200, this
input. However, it also can be a valuable measure of how effective managers have been in
case worker only has the following choices: admit
client F, alone; admit client G, alone; admit cliachieving policy guidelines.
ents G & H; and admit client H, alone. These are
the only combinations of one or two client admisWe are not suggesting that the B/C ratio resions that keeps the B/C ratio above 200.
place all other measures of performance or evaluaMatrix B in Figure 3 illustrates the effect on the tion. Rather, this technique should be used to
average B/C ratio of admitting any combination complement other measurements already in place.
of three clients. For example, in admitting clients B/C analysis can help ensure that at the very least
E, F, and G, the average B/C ratio after admit- organizations are achieving a minimum level of
tance is 179.61. In all combinations of three cli- quality. It is important to determine the return reents, the average B/C ratio remains below 200 af- ceived on expenditures. If a negative return exists,
ter ad mi t t a n c e. Th e re fo r e, to meet th e it does not necessarily mean that a program must
requirements of a 200 B/C ratio, the selection of be eliminated, but it may signal the need for corthree clients is not an acceptable alternative.
rective action.
It should be noted that a B/C ratio of 200 as a
cutoff was only an illustration of how to use B/C
'This is calculated by solving for X in the following equation:
ratios as a performance measure. A B /C rat io
lower than 200 would have entirely different re555.49 + X(69.2) = 150
X +1
sults. This evaluation procedure can be applied to
MANAGEMENT ACCOUNTING /JUNE 1986

This
management
accounting
technique
should be used
to complement
other
performance
measurements
already in
place.
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sional experiences, and the entire
student body is well served.

Accounting
Education
Norman O. Schultz and William C. Kilpatrick, Contributing Editors

More NAA Student Chapters Needed

Accounting programs, faculty, and administrators are failing to provide all
accounting students with equal access
to nonacademic, but nevertheless important, university- sponsored professional development experiences.
These experiences include: making
professional contacts, receiving career
information and guidance, learning
from various student leadership opportunities, developing a sense of professional ethics, and sharing in the continuing educational opportunities
available to practitioners.
Some accounting departments
have adopted a policy of sponsoring
only one student organization. Usually
a chapter of the national accounting
honorary and professional society,
Beta Alpha Psi, is established for the
benefit of students. Beta Alpha Psi
serves a dual role as both an honor
and a professional society. Its goals
include recognizing and promoting
academic excellence and serving the
university and community, as well as
those professional growth goals normally associated with professional societies. Membership in an honor society is by definition and by practice
restricted to those students who have
excelled academically. This practice
raises a moral issue that needs to be
resolved: namely, is the exclusion of
some students from full participation
in professional development activities
ethical, and if not, what should be
done to rectify the situation.
We studied the practices of 42 academic departments at Colorado State
University, and found that most departments followed one of three strategies: sponsoring only an honor soci50

ety, only a professional society, or at
least one student organization of
each type. Approximately 19% of the
departments elected to follow the
same course of action as the accounting department, that is to sponsor one student group having as a
membership criterion a minimum
grade point average, in other words,
an honor society. When we reviewed
the goals of this group we found that
the majority emphasized the traditional honor society objectives of encouraging and recognizing academic
achievement and providing service to
the university or community. The
goals of the Beta Alpha Psi chapter,
with its strong emphasis on professional development programs, were
clearly out of step with the rest of the
members of this particular portion of
the academic community.
We also learned that 38% of the
cases where departments sponsored
only a professional society with no
grade restrictions to membership, the
organization's objectives were likely to
be clearly limited to providing professional development opportunities for
the student. To a great extent their objectives mirrored many of the goals pursued by student chapters of Beta Alpha
Psi. The major differences were the
open membership policy and reduced
emphasis on academic achievement.
Interestingly, when a department
sponsored both a professional and an
honor society, the agendas of both
organizations included professional
development concerns. Thus, students who were not honor society
members are provided with an alternate source of nonacademic profes-

Is There a Problem?
Some might answer there is no
conflict to be resolved because both
of the chapter's broad goals are desirable, and sponsorship of only one
student group can fill both of these
needs. Furthermore, the professional
development programs presented by
Beta Alpha Psi can be opened to all
students whether they are members
of the chapter or not. If an open admission policy is followed, and no one
is deprived of the opportunity to attend professional meetings, the practice is not discriminatory.
On the other hand, there are some
powerful arguments that support the
contention that as long as there are
no alternative sources of nonacademic professional development activities, the exclusion of a large portion of
the student body from the full benefits
of membership is not proper. Membership is, after all, a prerequisite for
full participation including the opportunity to advance in the organization
to a position of leadership.
There also is the argument that
many students will not avail themselves of the opportunity to attend the
meetings of an organization in which
their membership had been denied,
regardless of how helpful or enlightening t hat exp erien ce might be.
Based on our limited experience, we
believe only a small percentage of
students ineligible for membership
currently attend Beta Alpha Psi meetings on a regular or even a sporadic
basis. Yet, these are the very students who most need help in improving skills, establishing strong ties to
the profession, and developing a
greater commitment to their studies.
Weighing the pros and cons, we
believe that in many cases accounting educators are not acting in the
best interests of the student body as
a whole. In fact, it is ethically wrong to
restrict in any way a student's opportunity to develop professionally so
long as he or she possesses the requisite skills to make the most of that
opportunity. Clearly a student must
demonstrate an acceptable level of
069
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Restoring Public Confidence in
_....a.Government Contractors

Government contractors

Almost every day it seems, we read or hear another "horror "story about alleged irresponsible conduct by government contractors. Because the
funds involved are tax money, is it any wonder
that the taxpayers —the real "customers" of government contractors —are in an uproar.
The situation is exacerbated in the defense environment because extremely large amounts are involved and the value of defense expenditures continues to be a controversial public issue. As a
consequence, laws and regulations are placing
tighter constraints on cost recovery under government contracts and calling for more government
surveillance.
In response to the public outcry and these new
constraints, industry representatives are increasingly speaking out against the lack of opportunity
for free enterprise and profits in doing business
with the government. Yet, business leaders commonly acknowledge that the opportunities for
substantial revenues and relatively high return on
investment continue to exist in government contracting. Thus, it seems that the real problem is
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customers they serve.
As a federal auditor, I believe that the way out
of the existing controversy and lack of trust is for
everyone involved to focus upon those fundamental measures which always have been successful in
providing a basis for reliance in the business environment. The measures I have in mind are those
checks and balances provided by strong systems
of internal control.
While there are many facets of the government
contracting process —all of which may contribute
to the strengths and weaknesses of the process —I
am going to focus here on actions of the companies performing government contracts and the
concerns of government auditors reviewing cost
charges to the government by those companies.

Fred J. Newton, CPA,
is deputy director of
the Defense Contract
Audit Agency. He is a
member of the
Washington (D.C.)
Chapter, through which
this article was
submitted.

What Is the DCAA?
The Defense Contract Audit Agency (DCAA)
provides the auditors in the federal government
contracting environment. It is an important element of the government's system of internal controls in the contracting process. The DCAA mission is to perform all necessary contract audits for
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the Department of Defense, and provide accounting and financial advisory services regarding contracts and subcontracts to all DOD components
responsible for procurement and contract administration. DCAA also provides audit services to
more than 20 non -DOD government agencies. By
special agreement, DCAA also provides contract
audit and financial advisory services to allied nations who purchase United States- produced defense supplies and equipment. Essentially, DCAA
does almost all the contract audit work at commercial companies for the federal government.
While DCAA does perform tests of contractor
systems of internal control and relies upon effective systems in establishing the scope ofcontract
cost audits, it cannot assume control or responsibility for those systems. Professional accounting
literature has clearly acknowledged that the establishment and maintenance of a system of internal
control is the responsibility of management. The
system ofinternal control must be under continuous supervision by management to ensure that it is
doing the job intended.
Internal controls are integrated systems of policies, people, record keeping, and monitoring pro-

about preventive procedures.
The system of internal control also needs to include measures that will provide an environment
conducive to proper conduct and honorable relationships with customers. In other words, a program directed toward integrity is an important element ofa system ofinternal control.
Why Internal Controls Are Important
The lack of effective internal controls is often a
major factor in government contract mischarging
and other abuses that are uncovered by DCAA.
Adequate internal controls are essential if the contractor's records are to be relied upon for cost reimbursement or contract re- pricing under government contracts. In addition to contract costing,
adequate internal controls are essential to ensure
the reliability of historical data used for estimating future effort and the way that estimates and
price proposals are prepared.
Internal accounting controls safeguard the contractor's physical and monetary resources. In addition to accounting controls, a wide spectrum of
administrative controls also are needed. Administrative controls have a significant impact on the

Some contractors deny access to information
that government auditors need.

cedures that serve to prevent or detect departures
from established policies and procedures, activities which have not been properly authorized, and
activities that undermine the achievement of organizational goals and objectives. The government
contractor's administrative and accounting internal controls should provide for: safeguarding of
company assets, reliability of financial records, a
system ofauthorization and approvals, and an organization plan with all the necessary methods
and procedures to promote operational efficiency
and assure adherence to prescribed managerial
policies.
Implementation of effective control procedures
helps managers know what and where their monetary and physical assets are at all times; know how
they are being dispensed and disposed of and for
what purposes; know that such purposes are authorized; and know that pilferage, embezzlement,
or other forms of misappropriation by employees
and outsiders can be effectively deterred and detected. Because any losses arising from these
events would affect the costs of performing contracts, the government auditors are concerned
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quality of internal accounting controls because
they affect the control environment.
I will use labor costs — usually the most significant cost category in the performance of government contracts —as an example of where internal
controls are particularly important. Also, labor
dollars often are the single largest element of cost
in the bases used to allocate indirect costs, and incurred labor costs often form the basis for estimating costs for future contracts. And, unlike other
items of cost, labor is not supported by external
documentation such as an invoice, purchase order, or other receipt or physical evidence to provide an independeni check or balance.
It is therefore imperative that government contractors establish and maintain a sound system of
internal control over the labor- charging function.
The primary record in most timekeeping systems
is the time card or other type of entry prepared by
individual employees. The key link in any sound
labor time - charging system is the individual employee. It is critical to a labor- charging internal
control system that management fully indoctrinate employees on their independent responsibilMANAGEMENT ACCOUNTING /JUNE 1986

ity for accurately recording time charges.
To be effective, the internal controls over labor
charging should meet the following criteria:
• Operating responsibilities must be segregated
from other functions that act as checks and balances on accountability. For example, managers must not have the ability to manipulate time
charges to match their budgets.
• Procedures must be evident, clear -cut, and reasonable so there is no confusion concerning the
reason for controls or misunderstanding as to
what is and what is not permissible.
• Individual employees must be made aware of
con trol s th at act as an effecti ve d et errent
against violation, including the legal penalties
for false claims under government contracts.
• Maintenance of controls must be continually
verified and violations must be remed ied
through prompt and effective action which
serves as a deterrent to prospective violations.
Maintaining an adequate system of internal
controls is a challenge that will always face government contractors and should always be a concern to top management. There is not and never
can be a complete agreed -to list specifying all of
the data and information that may be required for
an adequate system of internal control under every conceivable set of circumstances. However, a
system which depends on the competence and integrity of personnel, the independence of their assigned functions, and their understanding of prescribed pro cedures sh ou ld as s u re a p ro p er
environment is maintained. Internal controls required in any specific situation must be determined by management and be sufficient to provi d e reas o nab le as s u ran ce th at th e co nt ro l
objectives will be achieved.
A critical factor affecting the control environment is the "attitude" of senior management of a
company toward the importance of internal controls. If top management shows no interest in developing and maintaining an appropriate control
environment, or contributes to its deterioration
through indifference, it is likely that previously
well developed and documented internal control
systems will quickly become ineffective. This is
also the likely result if management does not implement an appropriate control monitoring procedure through the use of an effective internal audit
process, periodic management reviews, or a combination of these methods.
A Better Balance
I believe that contractors should try to achieve
a better balance between their primary objective
to maximize profits and the objective to satisfy
government contractual obligations. Of course,
MANAGEMENT ACCOUNTING /JUNE 1986

AbleCorp.—an`Ideal'GovernmentContractor
Able Corporation, a large multisegment corporation having extensive commercial and government business, has not been the subject
of publicized "horror stories." Able Corporation has successfully
applied its expertise in gaining cost - reimbursement defense contracts for research and development of new military products,
fixed -price defense contracts for production of accepted results of
its developments, and commercial application of some aspects of
the developments. Its profits have reflected both the results of a
positive attitude toward the needs of its customers and efficient
operations.
An effective system of internal controls is maintained by Able
Corporation. In addition to the normal system of separation of duties and supervisory controls, an internal audit function serves to
assure that company policies are implemented. Government auditors are invited to participate with the internal auditors in planning
and conducting floor checks of timekeeping procedures, providing
broader coverage, and accomplishing the objectives of both. The
two audit organizations also periodically perform work sampling
observations together, testing the efficiency of operations. The observations occasionally identify means of changing operations to reduce costs. This practice enables Able Corporation to be more compet iti ve in seek in g fut ure go vern ment co nt racts , and the
government benefits from lower charges to cost - reimbursement
contracts and lower prices on future production contracts,
Able Corporation maintains a "hot line" system in which employees are encouraged to call the internal audit department anonymously when there is suspicion that company policies are not being
implemented or that a fraudulent or other unlawful act has occurred. Internal auditors investigate the "hot line" allegations. Law
enforcement officials are invited to participate where a crime is alleged. A controlled record of the calls and follow -up action is maintained and made available to the government auditors. This serves
as an important internal control function and demonstrates to the
government the integrity of the company.
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the two objectives are not mutually exclusive.
Nevertheless, there is a commonly shared perception by the media, the Congress, and the public
that some contractors' emphasis in recent years
on profits might have contributed to neglect of
their contractual obligations at the expense of the
taxpayers.
Responding to these public concerns, the government has established initiatives to prevent improper charges. For example, in March 1985 Defense, Secret ary Wein berger est ab l is hed a
requirement for contractors to certify that indirect
costs comply with regulations applicable to the
contracts. False certification can lead to perjury
charges.
This action demonstrates the growing recognition that there is a need to re- balance the contractor's responsibilities for valid cost submissions
versus the government's responsibilities for review
and audit. The certification requirements are intended to encourage the contractor's management
to accept personal responsibility for the adequacy
of its cost representations to the government. It is
expected that contractor management will develop internal controls within the company to estab-

tractor estimating systems would help both contractor and government managers to:
• Assess the extent of reliance that can be placed
on t he i nt ern al con tro ls o f th e est imat in g
system,
• Determine consistency in application of estimating methods and techniques, and
• Assure trackability of proposed costs factors to
historical data where that is appropriate.
Restoring public confidence in government contracting is a multi -step process. Once a strong system of internal controls is established, contractors
next need to assure that the contract auditors are
aware of the strengths of the system. While the
attitude of senior management of a company toward the importance of internal controls affects
the control environment, the attitude of the senior
management of the contractor is also the key to
having good relations with the government auditor. By "having good relations," I mean maintaining a basis for mutual trust.
It is an established DCAA policy to hold periodic conferences with a contractor's senior man-

Disagreements over sensitive contractor information are a natural part
of the contractor - government relationship.

lish, monitor, and improve control systems in order to fulfill its personal responsibility.
The soundness of contractors' estimating and
proposal preparation systems is also being given
considerable attention in today's procurement environment. The added emphasis stems in part
from the belief —right or wrong —that many of
the recent spare - parts - pricing problems were
caused by deficiencies in estimating and pricing
systems. Certainly, the procedures established for
estimating costs require effective internal controls.
I believe that contractors who frequently submit large noncompetitive proposals should maintain a complete written description of their estimating system. The internal controls over the
estimates and proposals should be clearly defined.
Requiring the contractor to include a statement in
each proposal indicating that it was prepared in
accordance with the described proposal preparation system would help avoid misunderstandings.
System improvements along these lines would
provide both the contractors and the government
a means of avoiding problems in the future. For
example, better controlled documentation of con54

agement to promote free and open discussions between the audi tor and the contractor. These
meetings cover current items of common interest,
technical problems, and working relationships.
The objectives are to identify and resolve common
problems, avoid duplication between internal and
government auditors, and improve and resolve
problem areas. Contractors are encouraged to initiate such a conference with DCAA representatives in particular to explain their systems of internal control.
Ironically, some contractors have gone to great
lengths establishing strong systems of internal
control which could be relied upon by government
auditors, then deny access to information sufficient for the government auditors to accept the
systems. This not only detracts from opportunities
for trust but also stimulates suspicion and disagreements about the effectiveness of the contractor's management practices.
Disagreements, which are inherent to any environment where an external reviewer is examining
and evaluating the performance of another, will
occur over access and related requirements of the
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audit process. These disagreements may involve
complex issues or information deemed extremely
sensitive to the contractor's management. This is
the natural course of contract auditing. I would be
the first one to admit that the courtship between
government auditor and contractor cannot always
be a smooth one. When a contractor submits a
proposal based on costs, however, or enters into a
contract in which the government agrees to pay
based on what it costs to perform, that contractor
also has invited the government auditors into its
plants and offices to observe all activities and documents that affect those costs.
An effective working relationship between the
government auditor and the contractor is necessary. In order to make it a mutual benefit, there is
a need to eliminate time - wasting arguments over
the government auditor's right for free access to
contractors' data, facilities, employees, internal
audit plans and results that relate to government
work. While the government auditor certainly has
no right to peruse business documents which have
no connection with government contract costs, he
or s h e h as a right to satisfaction that items
claimed are a legitimate part of costs of performing the government contracts.
Some contractors are concered that contractor
proprietary data revealed to the government auditor in the course of official duties will somehow be
disclosed to unauthorized persons. The DCAA
policy is clear on this — audits are to be performed
in such privacy as may be warranted under the
circumstances and all necessary safeguards of contractor- confidential data will be provided. The
Public Law (18 USC 1905) also makes government employees liable to criminal prosecution for
inappropriately divulging contractor proprietary
information. Such information is also exempt
from Freedom of Information Act disclosure.
Restoring public confidence in government contracting cannot be done at the expense of driving
private enterprise out of the market. Profit must
be encouraged when it is based upon productivity
and successful contract performance. Working
successfully and profitably with the federal government is not an easy task, but it can be done.
The results can be rewarding not only monetarily,
but also emotionally —i. e., the satisfaction of having done something worthwhile for your country.
What Contractors Should Do
Here's what a person doing business with the
government should do to ensure successful results
(the system of internal controls should address
each of these points):
1. Make sure you understand the applicable regulations and laws before submitting a proposal
for a contract.
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2. Establish procedures to make sure that all of
your employees who will be involved with the
contract understand the regulations and laws
are to be complied with completely.
3. Do not compromise with the requirements in
an attempt to cut costs. If you can't comply
and make a profit, don't sign the contract.
4. Cooperate with government personnel responsible for ensuring that the requirements are
met. Recognize that they have a fiduciary responsibility to protect the interests of taxpayers
(including you).
& 44. .
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In conclusion, government contractors need to
get their systems of internal control in order if
public confidence is to be restored. Their market
demands it. Instead of acting to cause confrontations, their actions should be focused upon increasing the efficiency of operations and stimulating integrity in the performance of employees.
Accounting controls should ensure applicable accounting regulations are appropriately considered
in estimating costs for pricing proposals and in recording actual costs for billing purposes. Administrative controls should ensure that good judgment, competence, and cooperative attitudes
toward customer representatives prevail.
As government auditors find and report significant improvements in contractor systems of internal control, I am sure that public confidence in
government contractors will be achieved. The
Congress and the media will be continuing to inquire about government auditor observations, so
the opportunities to have good messages communicated to the taxpayers will be available.
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Dow Opts for Less —and Gains
Its accountants were churning ou t monthly financial reports tha t managers
spent hundreds of hours analyzing. Were they rea lly needed?

By Dennis Dankoski
n 1984, the Dow Chemical Company made a bold and dramatic
announcement. It did not involve
a toxic substance, labor- management
negotiations, a new product line, or a
technological breakthrough. Instead,
the announcement centered around a
more mundane, less controversial topic —the frequency of reporting internal
accounting and financial information.
Roger L. Kesseler, Dow vice president- controller, had first raised the
question concerning frequency of publishing accounting statements. The people who heard his comments initially
thought he was suggesting a reduction
of another day or two in the monthly
closing cycle. They were wrong. He had
something entirely different in mind.
To fully understand the environment
which nurtured his question, it's important to appreciate what has happened to
Dow since 1981. That year saw the start
of a business downturn that began as a
recession but later developed into a "depression" for the chemical industry. To
cope with the situation, severe financial
controls were implemented, including
curtailment of new capital for expansions, early retirement programs, travel
restrictions, and reductions in working
capital. To fulfill management's need
for decision- making information, the
accounting system was enhanced to provide consolidated financial reports for
the more than 200 domestic and foreign
reporting divisions and subsidiaries by
the 8th working day following the close
of business of the previous month.
Great pride was taken in being able to
compress and integrate the accounting
closing cycle to the point that management could feel the pulse of current operations. This accomplishment did not
come easily. Each day cut from the closing cycle required enormous effort not
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only within the controller's function,
but among other functions and systems
that supply the accounting systems.
With the recession in the early '80s,
the controller's functions, like other
functions within Dow, began to examine ways to improve productivity and
efficiency. In that examination, the
profit planning and budgeting process
was identified early on as a candidate
for improvement. Similar to the accounting closing cycle, the profit planning cycle had been automated, but,
nevertheless, it consumed many man hours of effort. With managemen t's
support, the profit planning cycle was
shortened and the entire effort streamlined. Rather than recycling detailed
product -level plans again and again,
management guidelines were published
and "back -of -the- envelope" plans (summarized estimates for discussion) were
used early in the planning cycle.
he adoption of common accounting systems was examined as a
means of increasing productivity. Such a move would lead to improved
quality of information. Each location
has accounting and computer service
support groups that function independently in the design and operation of
their accounting systems, as lo ng as
they conform to t h e comp an y's accounting practices and standards. This
independence inherently leads to duplicate effort which is compounded by the
number of sites and systems. To reduce
this inefficiency, emphasis was placed
on cooperation and coordination in the
use of all accounting systems. This common systems effort has now been expanded from regional emphasis to global coordination.
From this review, another idea germinated: to clos e "the books" less frequently in order to reduce the information flow rather than speed it up. Mr.
Kesseler knew that with each improve-

ment in the closing cycle, more time
was being devoted to analysis of data;
but he questioned whether too much internal analysis was taking place. Were
better decisions being made as a result
of faster information flow? Was the flow
Dow's Matrix
Management Structure
Products

Geographic
Areas

of i nfo rmat io n the most efficient?
Should less frequent closings be considered? If so, what about quarterly closing
(publishing financial statements quarterly rather than monthly)?
Actually, the idea of quarterly reporting fit into a goal that Dow's president,
Paul F. Oreffice, had expressed: to cut
down the bureaucracy within the company. With each set of numbers comes a
lot of data studying, report writing,
questions, excuses, more reports, more
questions. What better way to cut bureaucracy than to turn off the spigot —
the monthly accounting closing which
generates an enormous amount of data.
With the support of the president,
Mr. Kesseler started asking questions
like, "Wh y do we close monthly ?"
"Who needs the information ?" "How is
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If your company solved a problem... Management Accounting readers would like to know about itl
the information used ?"
To the first question, "Why d o we
close monthly ? ", the answers ranged
from "We always have!" to "We need
the data." The "need" for the data led
to questions about who wanted the data
and why they wanted it. Typical reactions included: "I have always gotten
it "; and "I don't want my boss to ask
me something that I don't know about."
hen the question of "Who really n eed s t o kn o w an d how
much do they need ?" was analyzed, Dow's organizational structure
came into the picture. Dow's organization is made up of geographic responsibility, business responsibility, and functional respons ibility (such as the
personnel department). A cube (see Figure) best illustrates Dow's matrix management structure. The geographic responsibility divides the world into areas,
areas into regions, regions into countries, countries into sites, and sites into
individual plants. In the geographic
structure, all activity regardless of business is the responsibility of an area president, regional manager, country manager, an d on -s ite manager. On t h e
business side, Dow has global product
man agemen t gro ups . There are al so
people in each geographic area who
have the same product -line responsibility. Below the area level are regional
and country business alignment. The
functional dynamics of the Dow matrix
organization can be expressed as a dotted line authority within a function regardless of business or location. For instance, all accounting activity has
functional responsibility to the corporate controller, but reports directly to
the line organizations.
With each monthly closing, detail
product numbers were given to corporate groups, areas, regions, countries,
and sites, as well as business and functional managers. These data were analyzed, reports written, questions asked,
responses given. Questions could be
asked by anyone in the global matrix organization and frequently were.
Mr. Kesseler wondered whether this
flood of questions and analysis was really necessary in a company that prided
itself on pushing decision making to the
lowest possible level. In reviewing
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monthly reporting, we asked, "Are better decisions being made as a result of
monthly information being collected
fro m an d rep o rt ed to th e en t ir e
organization ?"
The answer was clearly "no." Certainly some data is needed by various
people, but it does not need to be captured in detail and made available to the
entire organization. Information, such
as plant inventories, is needed on a daily
basis. This information was available,
and is still available, to plant supervision through on -line computer systems.
Another example is sales orders, which
also continue to be available to marketing personnel on an as- needed basis
from a sales order system. Different
data are necessary for managing different aspects of Dow's business. That data
must be available to those who need it
in their decision- making roles.
In a presentation to the Dow management committee, Mr. Kesseler pointed
out that the purpose of data is to:
• Provide management with timely, accurate, consistent, and meaningful financial data to follow the economic
trends of the business;
• Meet the legal requirements imposed
o n t h e co mp an y b y g o ve rn men t
regulations;
• Establish the necessary financial internal controls required to safeguard
the assets of the company.
e also spoke about the direct
and indirect cost of summarizing financial transactions of the
company into financial statements. Direct costs are those incurred in collecting data. These are primarily the controller's and computer services costs.
Indirect costs are those costs outside the
controller's organization which relate to
the preparing, questioning, communicating, analyzing, writing, and reading
of reports. The indirect cost far outweighs the direct cost. Combined, these
annual costs run into millions of dollars.
A number of alternatives were available as possible answers to the reporting
situation.
To help make its decision, the management group considered the advantages and disadvantages of adopting the

quarterly reporting procedure. If the
policy was implemented, Dow employees would get a strong message that
management was serious about reducing overhead in the company. The burden of "Dowization" (compliance with
Dow procedures and practices) would
be reduced for new and /or small companies. Daily /weekly control, on a need
basis, would be more heavily relied
upon at the operating levels. Redeployment of resources to aid in the shift of
Dow's product mix to specialty chemicals and services would be facilitated.
n the other hand, bootleg information systems might develop
that would cost more in the long
run. An unacceptably high number of
"surprises" could occur each quarter,
and a large "OH -OH" might go undetected for a longer period of time.
The management committee opted
for corporate quarterly reporting. To
implement that decision, President
Oreffice asked all Dow employees to examine their areas of operation and to influence those things that could be improved upon. Mr. Oreffice, in his
announcement to employees, captured
the essence of the rationale behind quarterly reporting: "The single complaint
that I hear most from employees is that
we have too much centralization and
that this creates bureaucracy and a lot
of work for all of you. Let us, by all
means, not interpret this (quarterly reporting) as saying that performance is
any less important. What we are trying
to do is liberate you from a lot of paperwork so that your time can be better
spent in imp ro vi ng t h e C omp an y's
performance."
Two years have passed since Dow
went to quarterly reporting. Top management recently reviewed its decision
and reaffirmed its commitment to quarterly reporting. It is satisfied that cost
savings have been effected, and the rnessage on bureaucracy was heard. It was a
risk to go counter to the trend of getting
more and more i nformation, but the
corporate goal was productivity —not
convention.
11
Dennis Dankoski is the manager of
Common Accounting Systems for Dow
Chemical Co.
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New MAP Statement
Explains Purpose of SMAs
Management Accounting Practices Committee issues
'Statement of Purpose and Operation'

Preface
TATE ME NTS ON MANAGEMENT ACCOUNT ing: "Statement of Purpose and Operation" was approved for publication by the Management Accounting Practices Committee of the National Association of Accountants
(NAA) at its meeting on March 25, 1986. The Statement is
issued with the expectation that it will clarify the purpose of

Statements on Management Accounting (SMAs), their scope,
and the process by which they are developed. The NAA publishes SMAs to enhance the professionalism of management
accountants and the education ofstudents ofaccounting.
Louis Bisgay, Director
Management Accounting Practices

Background
Since its founding (as the National Association of Cost
Accountants) in 1919, the National Association of Accountants (NAA) has been a pioneer in the evolution of
cost accounting and the broader scope of management
accounting. The NAA has provided diverse educational
offerings and has sponsored an extensive research program resulting in publications that supply information
for the management accounting profession.
In 1969, the NAA created the Management Accounting
Practices (MAP) Committee, its senior technical committee, which was given two charges:
• To ex press the offi cial posit ion o f the NAA o n
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accounting and financial reporting issues raised by
standard - setting groups such as the Financial Accounting Standards Board, the Governmental Accounting
Standards Board, the Securities & Exchange Commission, and the Intern ational Accounting Standards
Committee.
• To provide authoritative guidance to the membership
of the NAA and to the broader business community on
management accou nt i ng co n cep ts , policies, and
practices.
3. Statements on Management Accounting (SMAs) are the
outgrowth of the MAP Committee's objective of furnish-
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ing guidance on management accounting issues.
Statements on Management Accounting
4. The NAA has defined management accounting as "the
process of identification, measurement, accumulation,
analysis, preparation, interpretation, and communication
of financial information used by management to plan,
evaluate, and control within an organization and to assure appropriate use of and accountability for its resources. Management accounting also comprises the
preparation of financial reports for nonmanagement
groups such as shareholders, creditors, regulatory agencies, and tax authorities" (SMA IA). The responsibilities
assumed by management accountants in conjunction with
the activities in which they are engaged are significant
and vary widely, given that management accountants are
not only providers of information but also full participants in the management process. The body of knowledge
for management accountants does not remain static, and
management accountants frequently confront new challenges in their roles as managers and reporters.
5. Recognizing those challenges, the NAA decided that a
need exists for authoritative guidelines that would help
the management accountant fulfill his or her responsibilities. The guidance would take the form of (a) a recommended approach to dealing with an issue, (b) suggested
alternative approaches to solving a problem, or (c) useful
reference material.
Scope and Application of SMAs
6. Responsibility for identifying appropriate topics and supervising the development of SMAs lies with the MAP
Committee's Subcommittee on MAP Statement Promulgation. One of the Subcommittee's first acts was the development of a Framework for Management Accounting
on which to base the scope of the Subcommittee's work
program. The Framework for Management Accounting
comprises:
1.
2.
3.
4.
5.

Objectives
Terminology
Concepts
Practices and Techniques
Management of Accounting Activities

As implied by the term "guideline," Statements on Management Accounting are nonbinding. But although no
one is obliged to adhere to their recommendations, a wide
degree of support is expected. To a large extent, this expectation is based on the authority attributable to the
quality of membership on both the MAP Committee and
its Promulgation Subcommittee — members are recognized leaders in industry, public accounting, and academe, with the majority from industry. Support for the
Statements also will stem from the rigor of the developmental and exposure processes.
Developmental Process
8. As noted in the foregoing section, the Subcommittee
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identifies appropriate topics and monitors development
of SMAs. Suggestions for new projects come from various sources in addition to Subcommittee members, including NAA staff. Projects placed on the Subcommittee's agenda must be approved first by two - thirds of the
members o f b o th th e Su b co mmit t ee an d th e M AP
Committee.
A member of the Subcommittee accepts the responsibility
of monitoring the progress of each Statement, the drafting of which generally is done by an external consultant
or by NAA staff. The person who drafts a Statement
makes use of research performed specifically for the project or research results that are available already. Progress toward completion is carefully scrutinized by the
Subcommittee monitor. A draft Statement is brought before the Subcommittee only on the recommendation of
the monitor.
Exposure Process
10. When a majority of the Subcommittee members present
at a meeting believe that a draft is ready for exposure to
others, the draft is transmitted to members of two advisory panels. One panel is composed of a representative sample of NAA chapter presidents or other chapter representatives. The constituency is rotated annually. The other
panel consists of nominees of other organizations having
an interest in accounting, such as the American Institute
of Certified Public Accountants, Financial Executives Institute, American Accounting Association, and the Society of Management Accountants of Canada. Members of
this panel are changed at the option of the sponsoring
organization.
I1. The Subcommittee reviews all comments received from
panelists and makes whatever modifications seem appropriate. The draft SMA, as modified, then is submitted to
the MAP Committee for its approval. The MAP Committee will (a) approve issuance unchanged, (b) approve
issuance after modification, or (c) return the draft to the
Subcommittee for further development. When the MAP
Committee does approve issuance of a Statement by at
least a two - thirds majority, the Statement is published by
the NAA within the series of Statements on Management
Accounting and is reprinted in the NAA's official journal, MANAGEMENT ACCOUNTING.

12. The NAA makes SMAs available based on the belief that
they will represent positive contributions to advancing
the profession of management accounting. The Association is interested in enhancing the usefulness of the series
and therefore solicits comments about Statements issued
and suggestions for new topics from members and others.
Correspondence related to Statements on Management
Accounting should be sent to:
Director, Management Accounting Practices
National Association of Accountants
10 Paragon Drive
P.O. Box 433
Montvale, N.J. 07645
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Order Form for Statements on Management Accounting
❑

SMA

Statement of P urpos e and Operation

$5.00

This Statement sets forth th e purpo se of Statements on Managem ent Accounting and explains their scope
an d develo pm ental p ro cess.

❑

❑

❑

❑

❑

❑

❑

$

❑

Other SMAs Available
SMA 1A
Defin itio n o f Man agem ent Accounting
SMA 1B
Ob jectives o f Man agem ent Acc ounting
SMA 1C
Stan d ard s o f Et h ical Conduct for Mana gem e nt Acco unta nts
Man agem en t Acco u n ting Term inology
SMA 2
Co st o f Cap ital
SMA 4A
Allo catio n o f Service a nd Adm inistr ative Costs
SMA 4B
SMA 4C
Defin itio n an d M easu rem ent of Direct Labor Cost
SMA 4D
Measu rin g En tity Perform ance
Pleas e check SMAs des ired and enclos e a check for the total amount.
Mail to NAA, Sp ecial Order Dept., Mon tvale, NJ 07645 -0433.
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5.00
5.00
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City, State, Zip
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In the Library
Members may borrow the books listed in
this section by telephoning M. Redrick,
(201) 573 -6235.
The Money Go Round
Lawrence A. Krause, Consolidated Capital Group, Inc., 2000 Powell Street,
Emeryville, Calif. 94608, 1985, 202
pp. —It's difficult keeping up -to -date
with new financial products and changing tax and economic scenarios, but
Lawrence Krause tells you how in his
latest book, The Money Go Round. His
expertise, backed by 20 years of experience as a financial planner and adviser,
will take the mystery and fear out of
what you can do with your money. The
author's goal is for readers to achieve financial peace of mind, to know how to
plan, to be more confident —and keep
off "the money go round." Mr. Krause
provides the framework and perspectives for readers to use to understand financial opportunities.
He defines financial planning as a
conscious, planned process and suggests
the hardest part is getting started. When
establishing a personal investment program, he advises, keep in mind your
age, diversification, liquidity, taxes, and
risk. A well- organized approach includes gathering thoughts and goals,
considering how to achieve goals, preparing a list of investment assets and liabilities, deciding how to move from today's goals to new goals, looking for
weaknesses in the plan, believing in
yourself, and, finally, acting now—the
sooner you begin, the sooner you'll be
financially independent. He plots four
financial strategy situations for four
stages of life.
This well- written book explores financial options from safe to super risky.
Some include estate planning (an area
no one likes to talk about), retirement
planning, IRAs, Keogh plans, risk planning, purchasing a home, investments,
stocks, bonds, and CDs, to name a few.
Did you know that "more than 70% of
the population (60 million people age 50
or older) approach retirement with no
preparation ?" One cannot depend on inheritances, gifts, or luck. Preparing and
planning are necessary, and this book
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offers much assistance. Mr. Krause also
is a speaker at NAA's Annual Conference in Nashville.
Kim Serocke
The CFO's Handbook
Richard F. Vancil and Benjamin R. Makela, eds., Dow Jones- Irwin, Inc., 1818
Ridge Rd., Homewood, Ill. 60403, 1986,
616 pp. —This may well be the single
best financial handbook available. Providing a top management perspective —
the authors are almost uniformly practicing chief financial officers —the volume truly meets its objective of being "a
compendium of state -of -the -art practices ." NAA President Herbert C.
Knortz was a member of the editorial
advisory board, and one of the authors.
Raymond Alleman, senior vice president and comptroller of ITT Corp., is a
Lybrand Gold Medal winner and a
member o f NAA's Managemen t Accounting Practices Committee.
While most handbooks are designed
to be used as reference tools, both the
subject matter and the writing style of
this volume suggests that many NAA
members could benefit from a straightforward reading. For example, in a
chapter on "Developing Financial Managers," the authors note that: "more
and more companies are also encouraging financial employees to earn the Certificate in Management Accounting, offered by the Institute of Management
Accounting [now Institute of Certified
Management Accountants]. As of mid 1985, more than 5,000 individuals held
the CMA with the number growing
10% annually. To help their employees
to benefit from the CMA approach, a
number of large companies have tailored internal programs to fit their own
training /development needs. DuPont
estimates that the cost [of a CMA review program] is equal to enrolling employees in regular college courses and
feels the program is effective." [p. 488]
Note that the authors of that chapter
are associated with General Electric and
International Paper.
Whether you want to read about public disclosure requirements from Joseph
Connor, chairman of Price Waterhouse

Miriam Redrick and Stan Stec, Editors

& Co., or income tax planning from
James Denny, CFO of G. E. Searle &
Co., or organization for financial management by William S. Cashel, chairman of Campbell Soup, this volume is
high ly recommend ed. Unli ke h andbooks in which the various chapters
seem to have been brought together almost at random, this volume is tightly
edited and closely coordinated.
Alfred M. King
Cost and Management Accountancy,
Methods and Techniques
Arun Prasad Roy Chowdhury and Amitava Bhattacharyya, New Central Book
Agency, Calcutta, India, 1986—The authors provide a comprehensive review
of cos t and management accounting
practices and techniques. The volume is
unique to the extent that it synthesizes
handbook style with dozens of comprehensive fully worked -out exercises and
problems reflective of a textbook that
results in an interesting and useful
hybrid.
The problems included in the book
are directed to the content of several internat io nal ex aminati ons in cl udi ng
those of the Institute of Chartered Accountants of India and the Institute of
Cost and Management Accountants of
England. The volume seems to be an excellent desk reference for persons interested in developing the management accounting profession or those who are
currently involved in the profession and
need a comprehensive source of standard pract ice guid an ce of a ro uti ne
nature.
Jonathan B. Schiff
ff
Closing Plants: Planning and
Implementing Strategies
Coopers & Lybrand, Financial Executives Research Foundation, 10 Madison
Ave., Morristown, N.J. 07960, 1986, 71
pp. — "A plant closing is a complex
event that can have very negative effects
on a company and its employees... yet,
very little has been written on how a
company might deal with the issues."
Not surprisingly, the researchers found
that most financial officers they interviewed "agreed that effective planning
B1

is the key element to mitigating the adverse effects of a plant closing." They
said that assembling a task force was an
effective way to implement the process
and "assure that all areas of potential
risk were considered." The desirability
of telling employees that a plant closing
was possible ranked high. After a final
decision is made, the informati on
should be communicated no less than
six months before the actual closing.
The researchers provide a good summary of the relevant financial reporting
requirements including a discussion of
the meas urement dat a, comp onen ts,
gains or losses, and method of financial
presentation. As the authors state in
their executive summary, there are no
easy solutions to the problems involved
in a plant closing. "No matter how well
it is handled, there will likely be some
adverse effects... "
Any corporate financial officer likely
to be involved in a plant closing would
be advised to acquire a copy of this important research study.
AMK

mail systems, Mr. Mayer's book is an
outstanding basic reference tool. There
is little doubt that potential savings for
most firms are s ubst anti al, and this
book will help the reader evaluate that
potential and choose from the many options available. Turning the potential
into reality remains the real challenge.
If everyone adopted the same service,
everyone could save. As it is, the market
is too fragmented. This book describes,
all too vividly, what is happening.
AM K

A Buyer's Guide to Microcomputer
Business Software
Armanda C. Hixson, Addison- Wesley
Publishing Co., Inc., Reading, Mass.
01867, 1984, 292 pp.— Thinking of buying software? With the enormous number of computers and software on the
market today, one can easily become
confused and discouraged. The first step
is to define your needs and rank priorities, considering company, staff, and department requirements. Next, evaluate
manual tasks currently performed.
Accounting packages range from genThe Electronic Mailbox
eral ledger to very complex systems,
Ira Mayer, Hayden Book Co., 10 Mul- making it difficult to know about all
holland Drive, Hasbrouck Heights, N.J. software. "If the software is well re07604, 1985, 193 pp. —NAA recently ceived in reviews, has a good track readopted Western Union's Easylink Sys- cord, and does what the manufacturer
tem. It appeared to be a means of lower- claims, there is a good chance it will run
ing communication costs. A brief review on the machine you want to purchase."
of NAA's high expenditures for over- Armanda Hixson states, "Purchasing
night courier services, such as Federal the machine is secondary to finding the
Express, suggested that computer -to- best program for your particular applicomputer electronic transmission could cation." The reasoning behind this idea
save money for brief, highly important is that commissions and incentives are
messages. So far, the potential is still larger on higher - priced items such as
there, but the ultimate savings have yet hardware.
to be realized.
When shopping for software, ask the
A review of this book suggests why. salesperson to run it and tell you how to
The author provides separate chapters install and run the program. Also ask
describing electronic mail systems of- about available training, manuals, prodfered by MCI, RCA, ITT, ADP, GTE, uct warranties, and costs of updates.
Western Union, plus at least three infor- Read computer magazines to become
mation utilities including "The Source" familiar with computer jargon. A buyer
and "Compuserve." Each of these ser- must be comfortable with the software
vices differs in price, flexibility, features, selected and purchased. Do no t u se
and the like. The services also differ in price as your first priority— initial "savformat. Thus someone who has learned ings" could cost you down the road.
This book lists software products alto use MCI mail would have to start all
over again with Easylink, and both us- phabetically, including product descripers would have to learn the ins and outs tion, operating system formats, terminal
configuration, supported hardware, and
of ITT Dialcom.
For a brief overview of the benefits specific performance measures.
and problems of each of these electronic K S
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Competing for Clients:
The Complete Guide to
Marketing and Promoting
Professional Services
Bruce W. Marcus, Probus Publishing
Co., Chicago, Ill., 1986, 349 pp. —For
decades the professions were forbidden
by their ethical standards to self -promote. In 1978, in a landmark decision,
the Supreme Court struck down those
aspects of professional standards that
restrained competition. Now accountants, lawyers, consultants, and others
are allowed to advertise, to solicit openly one another's clients, or to compete
for fees.
Many practitioners used to the more
subtle concept of "practice development" were caught unprepared for the
new era of aggressive marketing. Many
firms tried to continue doing business
the traditional way, looking askance at
the "unprofessional" behavior of competitors, but now, out of necessity, all
firms have joined the fray.
True to its title, this book is a "soup to- nuts" guide to the marketing and
promotion of professional services. Mr.
Marcus brings to bear his many years of
experience as a marketing consultant
for both large and small accounting,
law, and consulting firms and as a former marketing executive at two of the
Big 8 accounting firms.
He covers the topics of strategic marketing planning, goal setting, advertising in all varieties of media, public relations, proposals and presentations, and
future trends in professional competition. The appendices include a useful
glossary of printing terms and a sample
direct marketing program. Mr. Marcus
addresses the whys of marketing and
promoting professional services and
then supplies a wealth of specific detail
on the hows. For example, in his chapter on publicity techniques, the author
pres umes the reader has little background in the subject. He thoroughly
explains the uses and abuses of publicity
and then proceeds to provide in a very
readable manner valuable insights into
how to use publicity to enhance your
firm's reputation and market presence
for better competitive positioning.
Competing for Clients should be on
the shelves of all professionals seeking
to help their firms.
John E. Kane
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Women Management
Accountants
24 "
looking for them."
Very few problems with managing home and
family responsibilities were reported, which is unusual considering the amount of time women are
dedicating to their work and the high percentage
of married women with children. Either these
women are managing their households successfully or they are accustomed to not revealing this as
a career problem for fear that it would be a deterrent to further promotions.
One general accounting manager did express
concern that her husband was not understanding
about the demands ofher job and the fact that she
had to travel from time to time. Another revealed
that her husband's refusal to relocate when she
was offered a transfer resulted in her eventually
losing her job. A controller said she wished she
could find a company that demanded less overtime so sh e cou ld sp end more t ime with h er
children.

ProfileoftheWomanManagementAccountant
Company Owner /President
Company presidents /owners represent 4% of the NAA sample responding to the survey. Also included in the category are partners
of public accounting firms. Some statistics for the group are:
• 18% are 20 to 30 years old, 55% are 31-40, 27% are 41 -50, and
none are older than 51
• 45% are married
• 45% have children
• 45% earn more than $40,000 a year
• 73% work more than 46 hours a week
10 55% hold college degrees, 36% hold undergraduate business degrees, and 36% hold advanced degrees. Only one person did not
attend college.
Forty -five percent hold accounting degrees: 36 %, CPA, and 9 %,
CMA. All work in small businesses (annual revenues under $20
million), mainly public accounting or service businesses, and most
supervise fewer than five people. The presidents have been in the
business world 10 -15 years and in their current position a median
of five years. Eighty percent belong to other professional organizations in addition to NAA.

Moving On
The average number ofjob changes in the past
five years for women in management accounting
was once or not at all. We asked them to tell us
which of the following reasons would motivate
them to make a job move: to further personal career goals, more money, less travel, less overtime,
new location, a better opportunity for promotion,
increased travel, new challenges, spouse transferred, or other.
Among the managers earning the lowest salary,
$20,000- 29,999, more money was the most important factor for a job change followed closely by the
opportunity to further personal career goals. As
salary levels increase, the importance of more
money decreases. At the $50,000 level it ranks
third, with a better opportunity for promotion being the number one reason to change positions;
furthering personal career goals is second. For
those earning between $40,000 and $49,999 the
most important reason is to further personal career goals.
For those in the CFO category, "earning more
money" i s nu mber one unt il t he s alary range
reaches $50,000 and more per year. At that salary
level it is the desire for new challenges and to further personal goals that would prompt a CFO to
leave her current position. "New challenges" and
"to further personal career goals" rank second
and third to the CFOs in the other salary ranges.
Controllers at all salary levels, however, list new
challenges first, furthering career goals second,
and more money third.
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Chief Financial Officers
CFOs represent 14% of the total respondents. Also included in this
group are vice presidents of finance and directors of finance. Some
statistics for this group include:
23% are between 20 and 30 years old, 45% are between 31 and
40, and 32% are over 40 years old.
• 73% are married
0 57% have children
• 87% earn more than $40,000 annually
0 70% work more than 46 hours per week
0

Almost half the CFOs have either a master's degree in accounting or an MBA. One has a law degree. Only one CFO did not attend college. Forty -eight percent have an accounting certificate
(CPA, CMA, or CIA). Most work in manufacturing, nonprofit, or
the service industries, in small organizations (annual revenues under $20 million), supervising fewer than five people. The CFOs
have worked in accounting/finance a median of 10 years.
Controllers
Controllers represent 40% of the respondents. Included in this
group are division controllers, corporate controllers, treasurers, directors of finance, and assistant vice presidents. Some statistics for
the group are:
0

0

17% are between 20 and 30 years old, 48% are 31 -40, 21% are
41 -50, and 14% are 51 and over
62% are married
Continued on next page
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Profile (continued)
* 55% have children
• 38% earn $30,000- 39,999 a year, and 41% earn more than
$40,000
• 54% work more than 46 hours a week
* 60 % hold college degrees, 45% with business degrees; 15% hold
advanced degrees; 11% hold associate degrees; and 16% attended high school but not college.
Twenty -two percent hold accounting certificates: 21% are CPAs,
and 1% are CMAs. Most work in small manufacturing or service
companies and supervise 5 -10 people. They have been in the business world 10 to 15 years, in their current position a median of 12
years, and have made very few job changes other than promotions
in the last five years. Fifty -two percent have professional affiliations
in addition to NAA.
Managers

m

a

Managers represent 42% of the total respondents. Also included in
this category are plant accountants, assistant controllers, and internal auditors.
Some statistics for this group:
75% are 40 years old or younger
67% are married
• 43% have children
. 32% earn between $20,000 and $29,999 annually, 37% earn between $30,000 and $39,999, and 31% earn $40,000 or more.
40% work in manufacturing
® 50% work more than 46 hours per week.

All groups agree that increased responsibility
for women and more opportunities for women to
advance in their careers are the most noticeable
changes. The third most obvious change witnessed
by CFOs is an increase in salary for women. Owners, controllers, and managers disagree. For them
the change in stereotypical perceptions of women
in business was more noticeable. They see no major trend of wo men ad vanci n g in to sen io r
management.
When it comes to influencing the corporate
working environment, all groups concur that today's working women are succeeding in eliminating the perceptions of women in traditional roles.
An increased number of available child care services and more flexible work schedules to accommodate working mothers also are indications of
how women are influencing the workplace.
Women management accountants indeed are
making strides in their careers, and many feel
there's nowhere to go but up. The controller of a
medium -size manufacturing company summed up
the climate: "Women in management are modern
business pioneers. There are no rules and no role
models. The situation is just as we ourselves create
it."
❑

a

Suzanne Connors, marketing services.

How well educated are the managers? Thirteen percent did not
go beyond high school. Fifty -one percent have a bachelor's degree
in business, and 17% have an MBA. There are 34 CPAs, three
CMAs, and one CIA among the managers. Sixty -eight percent have
6 -15 years' experience in accounting and finance.

%n

travel, less overtime, and spouse transferred are
minor considerations for all groups. No group
would change jobs in order to travel less often. Although 28% of the managers and 24% of the controllers would relocate if their spouses were transferred, only 18 of the CFOs indicated that this
would prompt them to leave their current employment. Although 27% of the presidents would
change jobs if it meant less overtime, only I I % of
managers and 1 % of the controllers would, and
this reason is not a consideration for any of the
CFOs.
More Responsibility for Women
Do these women believe the general business
environment has changed since they started working, and have women been able to influence any
changes in the corporate world?
64

How WeConductedtheSurvey
A random sample of 500 management accountants was selected from the NAA's roster of women members who hold accounting
and finance positions at the managerial and
above level. Twenty -five hundred NAA
women members fall into this category. In
total, 232 usable questionnaires were returned, which represents 46% of the sample
surveyed.
This survey is NAA's first effort in tracking its growing number of women members.
For this reason, there are no historical data
on women in management accounting to use
as a basis for comparison. We plan to survey
our members periodically in order to document their career mobility and measures of
satisfaction with their profession.
For complete survey results, with statistical breakdowns, send a self - addressed mailing label to Women's Survey, Management
Accounting, 10 Paragon Drive, Montvale,
N.J. 07645.
❑
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Topical Index to Articles in
MANAGEMENT ACCOUNTING, Volume LXVII,
and NAA Research Publications
July 1985 -June 1986
Accounting- International
Are U.S. Exporters Benefiting from the
FSC?
W. Ti mo t h y O'Keefe, Larry H.
Beard, and Dana S. O'Keefe, May
1986.
Catching China Fever: A Management
Accountant's Perspective.
Ray Vander Weele, October 1985.
How to Ch oose Trans fer P rices for
FSCs.
Abdel M. Agami, May 1986.
International Transfer Pricing,
Michael P. Casey, October 1985.
Managing Multinational Exchange
Risks.
James G. S. Yang, February 1986.
Meas u ri n g th e M u l t i n at i o n al 's
Performance.
Wagdy M. Abdallah and Donald E.
Keller, October 1985,
Accounting Standards (See FASB)
Accounts Receivable
Toward Better Collections.
Edward H. Kelley, September 1985.
Auditing
The Corporate Audit Committee.
Martha E. Jenkins and Loudell Ellis
Robinson, December 1985.
Automobile Expense
Coping with the New Auto Record keeping Rules.
L. Stephen Cash an d Tho mas L.
Dickens, August 1985.
Banks and Banking
Analyzing the Profitability of Branch
Banks.
Collier Mickle, Jim Reed, and Daniel
Butler, December 1985.
Pricing Bank Services.
Randall G. Sias, July 1985.
Benefit Costs and Plans
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FAS 81: Disclosing Postretirement
Benefits.
Linda L. Jardine and Randall W.
Luecke, October 1985.
Careers
Surviving Your First Job.
P.P. Douglas, T. Beed, S. Weisenburger, and K. Clark, June 1986.
Women Accountants -Do They Earn
As Much As Men?
Josephine E. Olsen and Irene Hanson
Frieze, June 1986.
Wo men M anagement Accou n tan ts :
Moving Up... Slowly
Susan Jayson and Kathy Williams,
June 1986.
Certified Management Accountants
(See ICMA)
Communication
Did You Say What You Said Or Did
You Say What I Think You Said.
Tom D. Lewis, August 1985.
Computers
Are You Wast i n g Ti me wi t h Your
Micro?
Jeffrey Hazard, May 1986.
Controllers
How Changing Role of the Board Affects Controllers.
Robert K. Mueller, December 1985.
Improving Productivity in the Controller's Organization.
Gene L. Smith, January 1986.
Is Your Controllership Function Out of
Control?
Patricia A. Frishkoff, March 1986.
Th e Many Roles of the Pl an t
Controller.
John F. Kokula, May 1986.
Corporations
The Magic o f 3M: Management Accounting Excellence

Kathy Williams, February 1986.
Vulcan Materials Automates Delivery
Ticket Writing.
James L. Bush, Jr., and Reuben F.
Stewart, August 1985.
Cost Accounting
Benefit Cost Analysis as a Performance
Indicator.
G. Stevenson Smith, June 1986.
Case -Mix Accounting Can Help Hospitals Control Costs.
Joanne A. Collins, November 1985,
Cost Defenses for Antitrust Cases.
Arnold I. Barkman and John David
Jolley, II, April 1986.
How Advanced Manufacturing Technology is Reshaping Cost Management.
James A. Brimson, March 1986.
How We Match Costs and Revenue in a
Service Business.
Daniel Wentz, October 1985.
Joint Product Costing in the Semiconductor Industry.
W. L. Cats - Baril, J.F. Gatti, and D.J.
Grinnell, February 1986.
Just -in -Time: An Inventory System
Whose Time Has Come.
Arjan T. Sadhwani, M.H. Sarhan,
and Dayal Kiringoda, December 1985.
Measuring Costs with Machine Hours.
Gregory Hakala, October 1985.
The Impact of Automation on Accounting for Indirect Cost.
Henry R. Schwarzbach, December
1985.
Costs, Distribution
Enhancing Revenues via Distribution
Cost Control.
Richard Vangermeersch and William
T. Brosnan, August 1985.
Costs, Indirect
Controlling Indirect Costs with Headcount Forecast Algorithms.
Michael Gilchrist, Diane Pattison,
and Ronald Kudla, August 1985.
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The Impact of Automation on Accounting for Indirect Costs.
Henry R. Schwarzbach, December
1985.
Credit & Collections
Toward Better Collections.
Edward H. Kelley, September 1985
Data Processing
Beware the Logo: Buy the Right
Software.
Alfred M. King, March 1986.
Expanding Your Hardware Horizons.
Alfred M. King, February 1986.
Ex p ert S ys t ems for M an ag emen t
Accountants.
Michael D. Ak ers an d Gro ver L.
Porter, March 1986.
FASB Heari n gs on S o ft ware
Accounting.
Robert W. McGee, July 1985.
How Secure Are Microcomputers?
Patrick L. Romano, March 1986.
Management Accounting's PC Package
Review.
Various Business and Academic Contributors, January 1986.
Using the Relational Database.
James F. Smith and Amer Mufti, October 1985.
Vulcan Materials Automates Delivery
Ticket Writing.
James L. Bush, Jr., and Reuben F.
Stewart, August 1985.
Education
AAA - Management Accounting Section: Chairperson's Report.
James M. Fremgen and Milton F.
Usry, August 1985.
An Academic Dilemma: Teaching versus Research.
William D. Cooper, October 1985.
Charles T. Horngren, Management Accounting's Renaissance Man.
Kathy Williams, January 1986.
E d u cat i n g
th e
M an ag emen t
Accountant.
Herbert C. Knortz, January 1986.
Eliminate the Ph.D. Requirement for
Accounting Educators.
Robert W. McGee, April 1986.
Hi re t h e Man agement Acco un ti ng
Professor.
Carole Cheatham, May 1986.
Improving the Management Accountant's Education.
Gerald H. Lander and Alan Rein66

stein, March 1986.
Management Accounting Symposia Off
to a Good Start.
S.M. Hunt, July 1985.
More NAA Student Chapters Needed.
Norman O. Schultz and William C.
Kilpatrick, June 1986.
Professional Schools of Accounting:
Has the Time Come?
Robert Bloom, Araya Debressay, and
William Markel], September 1985.
Robert Anthony: Creating an Accounting Framework.
Kathy Williams, May 1986.
Test Your Acronym Skills.
Orville R. Keister, August 1985.
Ethics
Enforcing the NAA Standards of Ethical Conduct.
Julie Y. Gilbert and David E. Keys,
January 1986.
Ethical Di l emmas i n Man agement
Accounting.
Terry K. Sheldahl, January 1986.
Standards of Ethical Conduct for Management Accountants.
National Association of Accountants,
January 1986.
Executives
Comptroller's Comptroller: Herbert C.
Knortz.
Robert F. Randall, July 1985.
Robert Frazer: Powerhouse CEO.
Kathy Williams, August 1985.
Expert Systems
Ex p ert S ys t ems for M an ag emen t
Accountants.
Michael D. Ak ers an d Grover L.
Porter, March 1986.
Financial Accounting Standards Board
(FASB)
Robert N. Anthony: Creating an Accounting Framework.
Kathy Williams, May 1986.
FAS 81: Disclosing Postretirement
Benefits.
Linda L. Jardine and Randall W.
Luecke, October 1985.
FAS 87 -What it Means for Business.
E. Chadwick Ross, March 1986.
FASB on Pension Plans.
Louis Bisgay, March 1986.
FASB Pension Statement: More Cost
Disclosure.
Stephen Landekich, February 1986.

NAA's Response to FAF on Standard Setting Process.
Staff, January 1986.
The Bottom Line, Part 1.
Robert A. Morgan, July 1985.
The Bottom Line, Part 2.
Robert A. Morgan, December 1985.
The Bottom Line, Part 3.
Robert A. Morgan, August 1985.
The Bottom Line, Part 4.
Robert A. Morgan, September 1985.
The Impact of Management Accounting on GAAP.
Donald J. Kirk, July 1985.
Financial Reporting
Capital Project Management System.
David Kottlowski, March 1986.
Dow Opts for Less -and Gains.
Dennis Dankoski, June 1986.
FAS 87 -What it Means for Business.
E. Chadwick Ross, March 1986.
FAS B Heari n gs on S o ft ware
Accounting.
Robert W. McGee, July 1985.
How a Proposed Accounting Change
Threatened an Industry.
Steven L. Slepian, November 1985.
How Cash Flow Reporting Should Be
Changed.
Al L. Hartgraves and Wi lli am C.
Tuthill, April 1986.
Surprise Losses in Quarterly Earnings
Reports.
Jonathan Schiff, July 1985.
The Bottom Line, Part 1.
Robert A. Morgan, July 1985.
The Bottom Line, Part 2.
Robert A. Morgan, August 1985.
The Bottom Line, Part 3.
Robert A. Morgan, September 1985.
The Bottom Line, Part 4.
Robert A. Morgan, December 1985.
Financial Analysis
Defeasance: Financial Tool or Window
Dressing?
Paul K. Chaney, November 1985.
Forecasting
Controlling Indirect Costs with Headcount Forecast Algorithms.
Michael Gilchrist, Diane Pattison,
and Ronald Kudla, August 1985.
GAAP
How a Proposed Accounting Change
Threatened an Industry.
Steven L. Slepian, November 1985.
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The Impact of Management Accounting on GAAP.
Donald J. Kirk, July 1985.
Government
NAA in Washington.
Robert F. Randall, May 1986.
Restoring Public Confidence in Government Contractors.
Fred J. Newton, June 1986.
Institute of Certified Management
Accountants
CMA: Progress and Prospects.
Susan Jayson and Kathy Williams,
November 1985,
CM As Can Learn Fro m the U. K.
Experience.
Richard Kochanek, Bimal Prodhan,
and Harold Wyman, November 1985.
Does College Prepare You for the CMA
Exam?
Robert J. DePasquale, November
1985.
How CFOs View the CMA Program.
Robert Farrar, William Lawler, and
Linda Block, November 1985.
How Valuable Is the CMA?
Dale L. Flesher and Frances M.
McNair, November 1985.
Inventories
Analyzing Inventory Systems.
Dale G. Sauers, May 1986.
Just -in -Time: an Inventory System
Whose Time Has Come.
Argan T. Sadhwani, M.H. Sarhan,
and Dayal Kiringoda, December 1985.
Operating Rhythm.
James Wagner, June 1986,
Where Did the Inventory Go?
Don M. Swann, May 1986.
Investments
What You Should Know About Repos.
Daniel L. Kovlak, May 1986.
Labor, Costs
Controlling Indirect Costs with Headcount Forecast.
Michael Gilchrist, Diane Pattison,
and Ronald Kudla, August 1985.
Measuring Costs with Machine Hours.
Gregory Hakala, October 1985.
Leveraged Buyouts (LBO)
See Mergers and Acquisitions
Machine Costs
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Measuring Costs with Machine Hours.
Gregory Hakala, October 1985.
Management
Moti vat ing Man agers with Positive
Reinforcement,
Barbara Mackey Carlson and Joanne
A. Collins, March 1986.
Th e Man y Rol es of the Plant
Controller.
John F. Kokula, May 1986.
What Kind of Leader Are You?
Dr. Sharon Crain, September 1985.
Management Accounting
At the Crossroads.
James B. Edwards, September 1985.
Charles T. Horngren: Management Accounting's Renaissance Man,
Kathy Williams, January 1986.
Ethical Di lemmas in Management
Accounting.
Terry K. Sheldahl, January 1986.
Ex pert Sys t ems fo r M an agemen t
Accountants.
Michael D. Ak ers an d Gro ver L.
Porter, March 1986.
Robert N. Anthony: Creating an Accounting Framework.
Kathy Williams, May 1986.
The Impact of Management Accounting on GAAP.
Donald J. Kirk, July 1985.
The Magi c of 3M: Management Accounting Excellence.
Kathy Williams, February 1985.
Management Accounting Practices
Committee (MAP)
International Harmonization of MAP
Guidelines,
Stephen Landekich, November 1985.
SMA4B: Allocation of Service and Administrative Costs.
December 1985.
S M A4 0 Definition and Measurement
of Direct Labor Cost.
December 1985,
SMA413- Measuring Entity Performance.
March 1986.
Statement of Purpose and Operation.
June 1986.
Management Information Systems
Capital Project Management System.
David Kottlowski, March 1986.
Managing Information with Electronic
Mail.

Suzanne Pierce Krissler, April 1986.
Teleconferencing - Meeting on the Air.
Suzanne Pierce Krissler, April 1986.
Mergers and Acquisitions
Accounting for that Other Prior Period
Adjustment.
M.H. Raiborn, M.R. Lane, and D.D.
Raiborn, July 1985.
Why LBOs are Popular.
Susan Harding, L. Hanouille, J. Rue,
and A.G. Volkan, December 1985.
Motivation
Moti vati ng M anagers with Positive
Reinforcement.
Barbara Mackey Carlson and Joanne
A. Collins, March 1986.
National Association of Accountants
Comptroller's Comptroller: Herbert C.
Knortz.
Robert F. Randall, July 1985.
Enforcing the NAA Standards of Ethical Conduct.
Julie Y. Gilbert and David E. Keys,
January 1986.
Jack Vavasou r- M ister NAA (1 92085).
Robert F. Randall, November 1985.
NAA on Sales Forecasting System.
Pat Romano, December 1985.
NAA Uses Video to Keep M emb ers
Current.
Dan Hrisak, December 1985.
NAA's Response to FAF on Standard Setting Process.
NAA's Ad Hoc Committee, January
1986.
Nominating Committee Report,
Staff, May 1986.
Partnership for Profit - Nashville '86.
Staff, April 1986.
Reporting for Profit in Nashville '86.
Staff, March 1986.
St. Louis '85: Leadership in the '80s.
Robert F. Randall, September 1985,
Nonprofit Organizations
A Tale of Woe (or 10 mistakes of a volunteer accountant).
Joann N. Cross, April 1986.
Pension Plans
Capitalizing on Excess Pension Assets.
E. Richard Brownless, II, January
1986.
FAS 81: Disclosing Postretirement
Benefits.
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Linda L. Jardine and Randall W.
Luecke, October 1985.
FAS 87 -What it Means for Business.
E. Chadwick Ross, March 1986.
FASB on Pension Plans.
Louis Bisgay, March 1986.
FASB Pension Statement: More Cost
Disclosure.
Stephen Landekich, February 1986.
Firms Terminate Record Number of
Pension Fund Plans.
Robert F. Randall, February 1986.
Pension Accou nt in g: the Liability
Controversy.
Sharon S. Waggoner, July 1985.
Personnel
Can You Still Say, `You're Fired!'?
Richard M. Roderick, April 1986.
Save Time, Money, and Taxes -Lease
Your Employees.
Nancy F. Hanshaw, Thomas A. Ulrich, and Charles J. Hollon, April
1986.
Planning Control
How U. S. Firms Co nduct St rategic
Planning.
James F. Brown, Jr., February 1986.
Plant Management
Operating Rhythm.
James Wagner, June 1986.
Pricing
Paragon Pricing.
John A. Pearson, June 1986.
Prior Period Adjustments
Accounting for that Other Prior Period
Adjustment.
M.H. Raiborn, M.R. Lane, and D.D.
Raiborn, July 1985.
R&D Limited Partnerships
RDLP: Tax Shelter Provides Benefits
for Everyone.
H. Grindle, C.W. Caldwell, and C.D.
Strobel, July 1985.
Revenue Recognition
How We Match Costs and Revenue in a
Service Business.
Daniel J. Wentz, October 1985.
Risk Management
Managing Multinational Exchange
Risks.
James G.S. Yang, February 1986.
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Service Industries
How We Match Costs and Revenue in a
Service Business.
Daniel J. Wentz, October 1985.
Software Accounting
FAS B Heari n gs on S o ft ware
Accounting.
Robert W. McGee, July 1985.
Taxation
Are U.S. Exporters Benefiting from the
FSC?
W. Ti mo t h y O'Keefe, Larry H.
Beard, and Dana S. O'Keefe, May
1986.
Coping with the New Auto Record keeping Rules.
L. St eph en C as h an d Th omas L.
Dickens, August 1985.
Deferred Taxes and Consolidations -A
Case for Change.
Leon B. Hoshower and William L.
Ferrara, December 1985.
How to C hoo se Tran sfer Pri ces for
FSCs.
Abdel M. Agami, May 1986.
IRA Distributions.
Susan Jayson, March 1986.
New Automobile Substantiation Rules.
Israel Blumenfrucht, February 1986.
New Rules for Computers.
Michael J. Whiteman and Anthony
T. Krzystofik, September, 1985.
Planning for Lump -sum Distributions.
Susan Jayson, January 1986.
RDLP: a Tax Sh el ter th at Provid es
Benefits for Everyone.
H. Grindle, C.W. Caldwell, and C.D.
Strobal, July 1985.
Regu l at i o n s
Go ver n i n g
FSCs
Explained.
Susan Jayson, November 1985.
The Impact of ACRS Lives on Deferred
Tax Accounting.
David M. Dennis, Jack L. Smith, and
William J. Ferlita, March 1986.
Understanding the Unitary Tax.
Henry R. Anderson and D. Dale
Bandy, September 1985.
When a Holding Company is Merged
into an Operating Sub.
Susan Jayson, March 1986.
When Personal Injury Damage Awards
Are Taxable.
Israel Blumenfrucht and Jerold M.
Weiss, December 1985.
Tax Shelters
RDLP: a Tax Shelt er th at P rovid es

Benefits for Everyone.
H. Grindle, C.W. Caldwell, and C.D.
Strobal, July 1985.
Transfer Pricing
International Transfer Pricing.
Michael P. Casey, October 1985.
Women in Accounting
Wo men M anagemen t Accoun tan ts:
Moving Up... Slowly
Susan Jayson and Kathy Williams,
June 1986.
Surviving Your First Job.
P.P. Douglas, T. Beed, S. Weisenburger, and K. Clark, June 1986.
Women Accountant s -Do They Earn
as Much as Men?
Josephine E. Olsen and Irene Hanson
Frieze, June 1986.
NAA Research Publications
Sales Forecasting Systems.
Eugene A. Imhoff, Jr., January 1986.
Presenting Accounting Information to
Management.
Patricia P. Douglas and Teresa K.
Beed, March 1986.
The Use of Performance Measures.
James B. Edwards, March 1986.
The Use of Variable Costing in Pricing
Decisions.
Thomas M. Brueggelmann, Gaile A.
Haessly, Michael Schiff, Claire P.
Wolfangel, May 1986.
Decision Support Systems.
Susan Davis - Stemp, Joshua E. Min kin, John Thomopoulos, Morris W.
Stemp, Robert Howell, May 1986.
The Use of Mathematical Models.
W. Thomas Lin an d P aul R. Watkins, June 1986.
Accou nt in g for C os ts as F ix ed and
Variable.
Maryanne M. Mowen, June 1986.
Statements on Management Accounting
SMA4B: Allocation of Service and Administrative Costs.
December 1985.
SMA4C: Definition and Measurement
of Direct Labor Costs.
December 1985.
SMA41): Measuring Entity Performance. March 1986.
Statement of Purpose and Operation.
May 1986.
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Norman O. Schultz holds a doctorate
from the University ofUtah and is presently an assistant professor ofaccounting
and taxation at Colorado State University. He is the current president ofthe Colorado Wyoming Chapter of the NAA,
thr ou gh which this co l u mn was
submitted.
William C. Kilpatrick, Ph. D., CMA,
CPA, is currently a professor of accounting and taxation at Colorado State University. Dr. Kilpatrick is a past president
of the Colorado Wyoming Chapter ofthe
NAA.

Research
14 "
written materials provided (48 %),
chargeable telephone support (47 %),
seminar training sessions (28 %), and
personal visits by publisher support/
sales personnel (16 %).

ACCOUNTANT
PROFESSIONALamm
ASSOCIATION
Emm

500
knowledge in order to gain from the
professional development experience,
but is it necessary to be an honor student to benefit from these programs?
We think not!
The solution to this moral dilemma is
to encourage faculty and administrators
to provide an alternative organization,
of professional stature, that can satisfy
the nonacademic development needs of
all accounting students. The problem of
providing an alternative organization to
supplement the dual honorary and professionally oriented programs many universities now offer, is one that deserves
the increased attention of t h e NAA
Committee on Academic Relations as
well as the leadership of the local chapters. Although it is important to introduce students to the NAA chapter activities, to reward academic excellence,
and to sponsor student nights, we must
do more to provide professional experiences to all students. And that means
sponsoring and supporting NAA student chapters wherever a student need
for a professional development experience exists.
❑

How do partners keep up -to -date
with accounting software? Seventy three percent read published magazine/
newsletter articles, 64.5% read published reviews, 56% depend on hands on experience, 55% depend on product
literature, 49.5% rely on industry word of- mouth, and 43.5% cite contact with
computer dealers. One third of the respondents regularly read PC World,
24% read PC Magazine, 21% read
Computers and Accounting, and 20%
read PC Week.
Business relationships with local
computer dealers had been developed
by the accounting firm contacting and
soliciting the dealers according to 55%
of the respondents. Eighteen percent responded favorably to being contacted
and solicited by the dealers. Sixty -seven
percent work with two or three computer dealers on a referral basis, 17% with
only one dealer, 7.5% with four to five
dealers, and 8.5% with more than five.
Advising clients on software is not an
easy task.
❑
Kim Serocke

Unique career opportunity
now exists on the professional
staff of this leading account ing association Position entails aiding in the preparation
of CMA examination and the
development of the CMA program Qur successful candidate will possess 3 -5 years
college teaching experience.
managment accounting and
computer background Graduate degree and CMA or CPA
required. Position available
immediately in Montvale, N.J.
Please send detailed resume.
INCLUDING salary history lo:
DR. KARL REICHARDT

I C M A M R T I ANAGEMONT
'
• • • • • • • • • ACCOUNTANTS
10 Paragon Drive, P.O. Box 40S
Montvale, N.J. 07645

Ed. Note. The fact that independent accountants are reselling software, developed by others, to their clients has significant implications. We plan to explore
this issue in the future.

TAX
PLIFICATI
AHEAD!

Opinion
6 "
and who are willing to work hard to
achieve it. Wo ul dn 't i t b e ni ce i f a
group, or even on e or two members,
from each of our 3 00 -plus chapters
could tak e a new b usiness u nder its
wing, to advise and counsel and help it
succeed? Perhaps our Committee on
Community Responsibility can consider
the idea.

P.S. Perhaps this column is particularly
appropriate for this issue which features
"Women in Accounting ": both of the
entrepreneurs in question are young
women. Yes, that business has passed
its first breakeven point even though the
draw by the entrepreneurs hardly compensates for their 80 -hour weeks. Onward and upward!
❑

Tux"simplification" is coming And
"simple" is one thing ifs not going to be.
PurchaseBNAssoftwarefortheIBM-PC
now—IncomeTax,RealFstateInvestment,
EstateTaxorCorporatelhxVreadsheets.
After
anupdated
the new
disklawpaw,revi
we'sed
ll send
tohandl
youethe
hundredsofcomplexcalculationsexpected
intheTaxReformAct of1986.
Formoreinformation tall1-800 -3721033(inMD1-800-352-1400,inWash.,
D.0258 -941)orwritetotheaddress below
Butdoit now. Beforethousandsof
pages oftaxsimplification takeyou by
summa.

Accounting Education

BNASOFfWARE
A d6tim of The Bumau of Nahomd Affain, Inc.
P0. flux 4A30, Wakington. RC AV164ill
C ir c le nu mb er 7 on reply c a rd .
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People in the News
Promotions and New Positions
Shirley F. Pierce, Alaskan, is now Alaska controller for Alpac.
Duane R. Wolter, Atlanta North, has
joined McCrory Stores, Inc., York, Pa.,
as vice president and chief financial
officer.
Charles E. Downs, Beaver Valley, is
no w con t ro l ler at Sharon Tu b e i n
Greenville, Pa.
Robert L. Guyett, Dallas, is now vice
presid ent an d treasurer of Th e LTV
Corp.

GUYETT
Dallas

Stan F. Stec (I), manager of the Association's Self -Study Program, accepts
a Certificate of "Excellence in Association Publications" for NAA's Self Study catalog. Presenting the certificate at the annual awards luncheon held
in Bethesda, Md., is Col. Frank Martineau, chairman of the Martineau Publishing Co. and its weekly newspaper, Association Trends.

Rudolph C. Muravez, Eugene- Springfield, is now director — management information systems for the City of Oxnard, Calif.

bault Group, which specializes in acco u n ti n g an d finance empl o ymen t
placements.

Alan C. Wilson, Greater Youngstown
Area, is now comptroller for Ohio Fast
Freight, Case Heavy Hauling and related companies in Warren, Ohio.

Michael C. Crowley, Pittsburgh, was
appointed manager, managerial accounting, corporate controller's department at PPG Industries.

Robert C. Ristagno, Member -at- Large,
USA, has joined American Works as
chief financial officer. ... M ilt on F.
Usry has been appointed Mary Ball
Washington Professor of Accountancy
at t h e Un i vers i ty o f Wes t Florida,
Pensacola.

Maureen T. Baxter, Sioux City, has
been named vice president — financial
development at Briar Cliff College.

Robert Sawyer, Milwaukee, recently
was promoted to corporate controller of
Universal Electronics C o . . . . Robert
Kappel was promoted to vice president
finance /treasurer of Wisconsin Steel &
Tube Corp.
Gary R. Archambault, Minneapolis
Northstar, has opened up the Archam70

Emeritus Life Associates (ELAs)
Walter G. Barchet, Su s qu eh an n a
Valley.
Thomas R. Berry, Dubuque Tri- State,
past president.
W. Robert Bissell, Fort Lauderdale.
James B. Black, Georgetown — Myrtle
Beach.
Howard S. Brown, Kalamazoo, past
president.
C. E. Bynane, Roanoke.
Robert S. Byrne, Morristown - Essex.

Carl A. Carlson, Pinellas Suncoast.
Robert A. Cassans, New York.
M. Doyle Childress, Los Angeles.
Frank J. Ciaravella, Baltimore,
Shirley J. Clark, Shreveport, past
president.
Frank P . Col onnese, Jr., Mohawk
Valley.
Lynwood A. Cookson, Bangor- Waterville, past president.
Wi l l i am E . Dah l , Ph o eni x, past
president.
Lawrence A. Diebner, New York.
Robert F. Dubraska, Waterbury, past
president. Stuart Cameron McLeod Society (SCMS).
Edward T. Durkin, Harrisburg Area,
past president.
Hen ry A. Erk, J r., St. Louis, past
president.
Frank P. Ferguson, Jr., Fort Worth.
Herbert C. Fisher, Western Montana.
Herman Goodwin, Jr., Mid- Florida.
William C. Hortman, Delaware.
David H. Hough, South Jersey, past
president.
MANAGEMENT ACCOUNTING /JUNE 1986

Jose ph D . Iaco nis, Co lu mbus.
A. Clyn In m an, Albuquerque.
Ca rl L . J an n e c k, J r, , New Orleans.
R o ge r s M . J o h n s o n , No rt h wes t e rn
Michigan, past president.
W a y n e R . J o h n s o n , I ll o w a , p a s t
president.
John J . Kno blo ch, Beaver Valley, past
president. SCMS.
J. H . K u hr , Jr . , Westchester.
Jo hn R . I a m b , Alba ny, past p resid ent.
Morris Le vin e, New York.
Fre d E . Lo r d , Bridgeport, past n atio n al
director, 1979 -81. SCMS.
Ro be rt E . Ma rio n , Jr ., Lancaster.
J a c k E . Mead o ws, Chattanooga, past
president.
Cat her ine M . N ep k ie, Los Angeles.
Earl R am sey , Indianapolis.
Har old H . Ro s s, Chicago.
Walter W . Ru egger, New York.
A. E u ge n e S c h r o e d e r , I llo wa , p ast
president.
Ric ha rd J . Schwep pe, St. Louis.
Robert W . Shopoff, Dallas.
Da n D. Siegrist , Tippecanoe, past president. SCMS.
Cleo C. Sm ith , Phoenix.
Ro na ld M . Valen tin e, Merri mack Valley, past presid ent.
Rob ert W . Vernon , Orange Coast California, past nation al directo r, 1975 -77.
SCMS.
Calvin A . Wantlan d , Indianapolis.

Ha rr y W. W elle r, Elmi ra Area.

In Memoriam
Ronald W. Barnett, 35, Central Arkansas, 1973.
Daniel F . Cleary, 59, Binghamton,
1958. Emeritus Life Associate (ELA).
Joseph Dailey , 72, Pittsburgh, 1957.
ELA.
Arthur J . Dellinger, Sr., 68, W, Los Angeles, 1970.
Frank R . Giarina, 65, Nashville- Capitol
City, 1966.
Karl B. Gilbert , 72, Lehigh Valley,
1946. ELA.
Amos F. Martin , 62, Lancaster, 1949.
ELA.
Stanley G . Marx , 49, Hawaii, 1968.
A. Frisbee Mitchell , 75, Norwich, 1952.
ELA.
John G. Myers, 67, Washington, 1963,
ELA.

When It's Important ...
Measure Up

MicroAllb i!

with

MICRO MAnaged Study Help
DiagnosticsforCMA,CIA,CPAExams
-0CPAReviewwithPassorRefundProgram
----O (PE Hours

-0PersonnelEvaluator
ffi-4 Recruitment
- IBMPCsorcompatibles
Inifivithui flHicp k

If you would like to pay tribute to
a deceased member of the Association, a fitting way might be to send
a tax - deductible contribution to
th e NA A Memorial Ed ucation
Fund, 10 Paragon Drive, Montvale, N.J. 07645 -0433,

Ilk1

Circle number 10 on reply card.

THE '

1986

PUBLICATIO S CATALOG
IS NOW AVAILABLE
...exclusively from NAA.
Our new catalog will give you access to
over 100 publications, written especially
for management accountants. New
studies have been completed on such
timely issues as software taxation, increasing productivity, and managing
microcomputers. The latest CMA exam
question and answer booklets are included, too.
If you haven't received your new
catalog yet, just mail this coupon or a
written request to: NAA, Special Order
Dept., 10 Paragon Drive, P.O. Box 433,
Montvale, NJ 07645.
Please send the new 1986 publications catalog to:

name (please print or type)
company (if part of mailing address)
address

"Joanie, you've been elected senior vice president; Hazel and Vickie are new
vice presidents; Donna was named treasurer, and Tom, senior office boy. "

city

state

zip

country

NAA member
Nonmember: please send me membership
information

MA 6/86

I

New Products /Services
and DOS 2. Contact Dick Purcell, Evergreen, Colo., at (303) 674 -4506.

IBM has released two new series of accountin g programs for its PCs. The
IBM Business Adviser is said to provide
flexible high- function accounting programs for businesses using one or more
PCs. The IBM Accounting Assistant
Series is designed to meet the bookkeeping needs of small to medium -sized
businesses. IBM also announced the release of its smallest full - function personal computer —the IBM PC C onvertible —which feat ures a det achab le
display that can be removed easily to
convert the system into a desktop computer with optional color and monochrome displays. For further information, call Joy Milne at the corporate
In fo rmat i o n Syst ems Gro u p , Rye
Brook, N.Y., at (914) 934 -4836.

sin-

X -Y -SEE So ft ware h as i nt rod u ced
PROFIT -MAPS, a graphic approach to
profit plann ing o n the IBM PC , designed so CPAs and controllers can deliver profit planning to managers who
are not financial number -table experts.
PROFIT -MAPS can summarize and
compare 1,000 profit what -ifs on a
gle clear graph. Its built -in expertise for
creating and using these graphs makes it
easy for managers to get full profit planning value from the graphs and also enables CPAs to use live graphic profit
planni ng in meeti ngs wi th clients.
PROFIT -MAPS works on an IBM PC
with color /graphics board, or a compatible such as Compaq, with 320 K RAM
72

RES (Recruitment Enhancement Services, Inc.), a comp an y of Bernard
Hodes Advertising, has introduced a
"dial -a job- interview" telephone service
for companies seeking employees as well
as people looking for a job. Clients run
help- wanted ads with the response directed to a RES "800" number at any
time, 24 hours a day, seven days a week.
For job seekers who qualify, RES prepares job candidate profiles and passes
them on to the client. The job seeker
writes a resume and client companies have profiles of only well - qualified
people. Clients own the profiles so can
hire other employees without extra recruitment costs. RES serves more than
100 leading firms throughout the country and generates and screens candidates from executives to technicians.
For further information or a free brochure, call Barry Siegel, Houston, Tex.,
at (713) 690 -1385.
never

The IBM PC Convertible.

N. Gutman Associates has introduced a
new portfolio tracking system named
Investrec. The program is designed to
run off the Lotus 1 -2 -3 spreadsheet, is
completely automatic through the use
of Lotus macros, and displays its own
customized menu in a fashion identical
to Lotus. Investrec can track up to seven groups or portfolios of stocks, mutual funds or similar securities on one diskette. Each group can contain up to 20
different issues. The program is not
copy protected so that by copying it to
other disks additional portfolios can be
managed. Investrec comes on one 5 1/4inch diskette together with an easy -toread 13 -page manual. For further informat i o n , co n t act t h e co mp an y in
Simsbury, Conn., at (203) 658 -7789.

LaserSoft, Inc., has released a new control unit, LaserForms I, which makes it
possible to use standard office copier
paper in computerized form- filling systems instead of pre - printed forms. LaserForms I operates between the computer and a laser printer. The image of
the form is stored on a floppy contained

Elizabeth Warren, Editor
in the unit. As data is received from the
computer, the system simultaneously
prints the form and fills it in. The system works at the speed of a laser printer
and exactly reproduces the existing
form, including line or halftone art and
logotypes. All copies are originals of laser printed quality. Laserforms I is compatible with any computer from micro
to mainframe, and operates with any
full -page laser printer. Present software
can be used without changes or modifications. For information, write Laser Soft, Inc., P.O. Box 137, Allenhurst,
N.J. 07711, or call Frank McAllan, at
(201) 775 -7777.
NCA Corporation has developed a new
MAXCIM Order Mauagement Module
for its MRP II System which provides
complete control over order processing
from sales through accounts receivable.
The Order Management Module, replacing the current Order Entry Module, enables manufacturers to process
orders in their entirety or by line items.
Pricing and discounting information are
displayed when sales orders are entered.
Customers' history, backlogged orders
and available credit are checked automatically. Th e Ord er Management
Module then determines i f parts are
available to fulfill all or part of the order. After an order is shipped, the module captures the shipping detail, depletes on -hand inventory quantities, and
produces an invoice. For information,
call Michael A. Reiff, Santa Clara,
Calif., at (408) 986 -1800.
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In addition to b35,000 ... 5 very good
reasons to choose our credit line.
The convenience of a revolving
credit line. Once your credit
line is approved, you
have unlimited access
to any amount of cash
up to your designated
credit limit. It only takes
a phone call to activate
yourcredit —a check is then
mailed immediately.
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All transactions handled by
mail. There are never any
personal meetings required
or complicated procedures.
The few simple steps
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necessary are made by
you in the privacy of
your home or office.
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No fees. No prepayment pen'
olties. Nothing. There's no chorge
to establish or maintain your credit
s, a n d
line, no loan processing fee
no prepayment penalties. On c e you
activate your credit, YOU pay Interest only for the amount and time you
use the money.
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oarante ,ttin eveni,dtnin
You are Sattslted tine rnon
p1etOyay return

Satisfaction guaranteed. If you activate
your credit line and are not completely satisfied, simply return the money within 30 days
and there is absolutely no cost to you.

As a member of the National Association of Accountants, you now have
access to an unsecured line of credit up
to $35,000.
Designed specifically for executive
clientele, this special program con provide you with major funds for major
expenditures. With all transactions handled by mail and no collateral required,
the program is remarkably convenient.
What's more, the interest rate floats
at 4.9% over prime rate. It can be as
low as 16% and never higher than 21%

Given current market conditions, this.
program could repres ent one of your
least expensive sources of financing.
This unique credit line is administered
by Security Pacific Executive/ Professional
Services in Aurora, Colorado —a national
leader in providing mail loans , with a

YOU

Your signature is the
only collateral required. There's
no need to tie up any of your
valuable assets.

history dating back to 1905. In California,
the program is handled by The Banker's
Investment Company. Both are subsidiaries of Security Pacific Corporation, the
notion's seventh largest bank- holding
company with assets over $49 billion.
To cover the administrative costs of
arranging the national program, the
Association receives a small fee. The
offer should not be construed as on
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. Just fill out the coupon
and mail it today. By return mail you'll
receive a one -page application. It's that
simple. For further information call toll free 1 -800- 525 -1132. Colorado residents
call collect 341.6581.
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14201 East 4th Ave., Aurora. Colorado 80011
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Professional Services, Inc.
P.O. Box 30008, Aurora, CO 80012

1.800- 525 -1132

Please send me o one-page oppli c or i on for
t he NAA Cr edit l i ne progr am .
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Telephone

NAA

*Both Security PociOc Executive/ Professional services and The Donkers Investment Company are equal opportunity lenders Approval

of all loons regordless of amount. is subject to their normal credit policies.
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On hiring: "No one can be right all of the time, but it helps to be right most of the time.'
Robert Half on Hiring byRobert Half (Crown)

Don't
settle for
secondbest.
Using a specialist will increase your success in hiring
accounting, financial and edp personnel —and using
Robert Half, the most experienced personnel specialist,
will increase your chance of success even more. Here's
why:

• You'll be getting highly personalized service from
professionals who understand your financial and
edp needs.
• You won't waste time with unqualified candidates.
(We'd prefer not to fill the job, rather than refer
someone who doesn't fit)
• You'll have the advantage of the resources of the largest
organization in the financial and data processing
personnel field, with offices on three continents.
• You pay nothing unless we fill the job. And, we back
each and every placement with a liberal guarantee.
Next time you're looking for an accountant, financial
or edp professional, call your nearest Robert Half office.
You'll be glad you did.

ROBERT
BALF
©

M

accounting, financial and edp
personnel specialists.

O 1985 Robert Hal! InternationalInc. All offices independently owned and operated.
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