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HOW1ORUNAHARDDISKSYSTEM
WITHOUTBACKUR
Crossing your fingers is great when you're telling your
mother -in -law you'd love to have her visit for a month. But,
you are pressing your luck when you run your computer
system without backup protection.
Crossed fingers won't help when a crash wipes out your data
and you have to spend hour after hour trying to retrieve
what has been lost, recreate what has been
forgotten or re -enter what is gone.
But, a Cipher 5400 tape backup system can
offer dependable security for that important
data. Designed for today's high capacity
disks systems on the IBM PC XT, AT and
compatibles, the Cipher 5400 is available as a
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stand alone, self powered unit offering 60 megabytes of fast
backup and compatibility with such networks as Novell. The
5400 is completely read /write compatible with IBM's 6157
tape backup system. And, Cipher backs it with a two -year
warranty and six -month warranty exchange program *
Best of all, the Cipher 5400 frees your forgers for more
important tasks, like signing contracts and
shaking hands after a successful deal.
So, why not uncross your forgers and use one
to dial 1 -800 -843 -3751, Ext. 9; or within
California, 1 -800- 722 -0670, Ext. 9, for more
information about the Cipher
5400 backup system.
i
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* If your 54W tails to operate within the rust six months of use. Cipher will replace it. IBM PC XT, AT and IBM 6157 are trademarks of IBM Corporation. Cipher is a Registered Trademark of Cipher Data Products, Inc.

Bookkeeper on vacation
Quarterly audit deadline
Need programming help
Books don't balance
Special project deadline
Accounts receivable to be analyzed
Data entry backlog
Payroll taxes due
Inventory
checked
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WhenThePressure'sOn
BringInTheBest.

accounremps,

The more the pressure builds up in your accounting, bookkeeping and data
processing departments, the more you may need professional temporary help.
Accountemps.
Accountemps professionals are slightly over- qualified"'As a result, there's
almost no break -in time. They'll come in, get off to a fast start and complete their
assignments efficiently.
Our professionals are available immediately— wherever you need them —for a
day, a week, a month or longer. One specialist or an entire team.
We're the largest specialized temporary service of its kind in the world with
over 100 offices* on three continents. For the best temporary accountants,
bookkeepers and data processors —bring in Accountemps.

Rent an ExpeH„
Circle num be r 2 o n re ply c ard.
®1986 Robert Halt International Inc.
'Most offices independently owned and operated.
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Goldratt and Fox: Revolutionizing the Factory Floor
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By Susan Jayson
In a few short years, Eli Goldratt has gone from scheduling work flows for a chicken coop
manufacturer to improving plant efficiency at the largest corporation in the world. But, as
he says here, his real goal is to help reverse the growing dangerous imbalance of manufacturing capabilities between the East and West.
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A Manager's Guide to Avoiding Insider Trading Liability

26

By John F. Olson
Corporate executives can protect themselves and their firms by establishing a formal corporate policy against insider trading and providing guidelines as to when employees may
"safely" trade in company securities.

The PC as Prototype Problem-Solver

30

By David M. Zenker
Systems people are notoriously slow in designing new applications to solve problems. At
this company, the application —a perpetual inventory system —first was designed on a personal computer. This approach helped solve a pressing problem and saved time.

Installing a Microcomputer Based Accounting System:
One Company's Experience

34

By Barry P. Leone and Thomas S. Rose
How GESCO Corporation went from system selection to implementation in only two
months.

StandardSetting

The Tension Between Management Accounting
and Financial Reporting

39

By Victor H. Brown
What worries corporate controllers most when new accounting rules are proposed? According to this member of the FASB, the most common concerns include whether accounting changes are really needed, how fast they must be implemented, and how the
company's bottom line will be affected.

Needed: an Accounting Constitution

43

By Howard J. Snavely
The FASB's conceptual framework is deficient. In order to keep accounting standard setting in the private sector, we need to establish a constitution and bill of rights designed to
achieve widespread acceptance in the accounting field.

Project
Management
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Cost Account Directive —an Effective Management Tool

49

By Terence J. Plaza and Mary M.K. Fleming
General Dynamics uses a special task description and manpower and resource planning
document called a Cost Account Directive to control all jobs according to tasks, schedules,
and budgets.
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How to Estim ate the Effect of a Stock Repurchase
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By Dilip D. K are and C. Do n W iggins
Using the metho d described here, f inancial decisio n makers can determine ahead o f time
the minimum percent age o f o utstanding sto ck the ir co mpanies must repurchas e f o r the
price to remain stable.
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PERSPECTIVES
Back to the Future
There is a great ferment going on in the
management accounting field. Management accountants are returning to their
roots in cost accounting in order to meet
the challenge of the changes going on in
advanced manufacturing.
Your Association, in conjunction with
Computer -Aided Manufacturing-International (CAM -1), is leading a drive to refine
the tools of cost accounting to reflect the
new realities of automated manufacturing
environments and new techniques of inveniory management. A s you Know, it you
have been reading the accounting journals or have attended recent
professional seminars, accountants have been criticized for not updating their tools of cost analysis to provide decision - making information for the new manufacturing and inventory techniques.
These criticisms have focused on two areas: the use of direct labor as the critical variable in measuring cost and the use of traditional financial models to evaluate potential high technology investment. In the new automated factories, direct labor is not the major
cost factor as it was in the past so assumptions based on traditional
methods of allocating cost may no longer be valid. Second, traditional investment analysis models have been found wanting when
managers seek justification for sweeping changes in high tech
equipment.
In response to this challenge, NAA has embarked on a well -financed "Bold Step" research project on the cutting edge of management accounting. One of the objectives is to find out exactly
how cost accounting practices are being applied on the factory floor
today. Armed with this knowledge we can help develop and promulgate new analytical accounting tools and techniques that will help
American manufacturers compete successfully with world -class
manufacturers.
It's an exciting time to belong to the National Association of Accountants. We are faced with intense worldwide competition and
observers warn of a loss of manufacturing ability because of the
outsourcing of manufacturing to other countries. The fact that our
organization, through the Committee on Research led by Stanley
Pylipow, is at the forefront of the effort to improve productivity demonstrates, to me, the value of NAA membership during these critical
years.
Our challenge is to adapt the basic cost accounting practices to
the new industrial realities. After all, that was our major objective
when the Association was founded and it is only fitting that we return with renewed vigor to that prime mission.

WOODY WOODSON
NAA President, 1986 -87
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For the best
mortgage refinancing
10
deal,
come to the people
who wrote the book.
How Much Cash Can You Get?
When do you refinance? How much cash can you get out of it? What type of mortgage do you
want? What about points? Settlement charges? Fees? These questions affect your bottom line —and
you get profitable answers to every one, when you refinance with Beneficial Mortgage Corporation.

Your Faster Path To Profit
We wrote the book on Successful Refinancing, to give you the tips that will make your
deal most profitable and convenient. And because we specialize in refinancing, you
get quick, easy action at Beneficial Mortgage Corporation. Rates that make
refinancing even more attractive. Service that smoothes the way to a
speedy, profitable transaction.
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Big Savings — Two Ways!

to

You can use refinancing money to consolidate
loans on which you're now paying non - deductible
interest, so that you may get an immediate tax advantage—as mortgage interest is still fully tax - deductible
under the new tax laws.* And with Beneficial you also
save through our competitive rate mortgages and low
processing fees.
Your savings start with our toll -free number:

ores
rocks ,ityou
need
r ce•

1- 800 - 441 -9834
Call us for rates, information, a simple application.
Send in this coupon, and well rush you a free copy of "A
Homeowner's Guide to Successful Refinancing ", which gives you
all the facts, figures, and techniques you need to refinance—plus
practical examples and a special checklist.
'This tax advantage may no t apply to mo rtgage loans in existence prior to August 17, 1986. Interest is
deductible only on outstanding debt that does not exceed what you paid for your house plus what you spent for
home improvements. The new tax law makes an excep tion if you borrow to pay medical and educational
expenses and to make home improvements.

YES, I want to increase my savings by refinancing my mortgage the quick,
easy, and most profitable way. Please send me completely without charge:
A Homeowner's Guide to Successful Refinancing
A simple mortgage application
Name
Address
City
Please mail to: Department D
P.O. Box 6085
Newark, DE 19714 -6085
This offer not available in all states.
Circle number 7 on reply card.
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Management
Accounting
Practices
Louis Bisgay, Editor

Managerial Accounting Guidance Update
NAA's Management Accounting Practices
Committee probably receives more exposure to
the media and to the general public as a result
of its interactions with the Financial Accounting
Standards Board, but readers should be aware
that the MAP Committee's involvement in developing Statements on Management Accounting is a continuing, aggressive effort. Under
Chairman Robert Weiss, vice president and
controller of Schering - Plough Corp., the Committee's Subcommittee on Promulgation meets
just as frequently as does the MAP Committee
and always has a full calendar of work.
Within a matter of months, MAP will publish
Statements 4G, "Accounting For Indirect Production Costs," and 4H, "Allocation of the Cost
of Capital." Long- standing projects in process
include "Cash Management" and "Early Warning Systems." At its most recent meeting, the
Subcommittee approved the initiation of two
new projects: "Measuring Performance Within
the Controller's Function," and "The Management Accountant's Role in Managing Working
Capital." "Measuring Performance" is the first
project undertaken in the fifth category of the
Framework for Management Accounting. The
focus of the working capital project is on inventory, receivables, and payables.

Major Audit Changes Proposed
At least partially as a result of well- publicized
failures of a few public companies, independent auditors increasingly have come under
fire. The Auditing Standards Board of the American Institute of CPAs has taken note of such
criticism and reassessed the profession's auditing standards. The ASB concluded that some
modifications are warranted and has issued 10
proposed new standards designed to narrow
the "expectation gap," the difference between
expectations of financial statement users and
the auditor's responsibility under current gener-

ally accepted auditing standards.
One proposed standard would change the
auditor's standard report by making it more explicit and eliminating overly technical language.
Included among the other nine proposals are
one that would clarify the auditor's responsibility for detecting illegal acts, one that deals with
the auditor's evaluation of a client's continued
existence, and one that would increase the auditor's communication with the client's audit
committee or its equivalent.
The AICPA will accept comments on the proposals until July 15, 1987. Packages of the 10
exposure drafts are available from the AICPA,
Order Dept., 1211 Ave. of the Americas, New
York, N.Y. 10036 -8775 (Product Code
G00473).

Research on FAS 52
The Financial Accounting Standards Board
published a research report that discusses how
security analysts use information provided by
multinational companies under FASB Statement 52, "Foreign Currency Translation." The
report was prepared by professors Paul A. Griffin and Richard P. Castanias II of the University
of California at Davis. The study shows that
most analysts agree with the objectives of
Statement 52 and understand the differences
between using the U.S. dollar and using the local currency as the functional currency.
The FASB also has available a study, "Foreign Currency Translation —Risk Management
Practices of Multinationals" by Evans and
Doupnik, which discusses how companies
changed their foreign exchange risk management strategies in light of FAS 52. To order
these reports, contact the FASB Order Dept.,
High Ridge Park, Stamford, Conn. 06905.

GASB Issues Statements 6 and 7
Governmental Accounting Standards Board
Statement 6, "Accounting and Financial Reporting for Special Assessments," establishes
accounting and reporting standards for capital
improvements and services financed by special
assessments. The special assessment fund
type identified in NCGA Statement 1, "Governmental Accounting and Financial Reporting
Principles," is eliminated by this Statement.
Statement 6 will be effective for periods beginning after June 15, 1987. Statement 7, "Advance Refundings Resulting in Defeasance of
Debt," provides guidance on accounting for
such refundings relative to general long -term
debt. The Statement is effective for periods beEl
ginning after December 15, 1986.
MANAGEMENT ACCOUNTING /MAY 1987
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u may get a convincing song d dance,

an
but
ndemeath it's a different story. Behind those pat
nderneath
Y
u
answers that software vendor is actually sweating
and squirming.
Why don't they want you to see a complete list?
Simple. They know that their size and name familiarity donot gguuarantee happpiness. Many "single
source or all-things -to-all people" vendors aye,
at best, uneven quality across a multi- application
product line. They know that their customer list
may contain a good number of less- than-happy
clients. It's difficult for these vendors to commit
the human and monetary resources necessary to
produce the type of superior product available from
a firm that specializes in a single application area.
A firm like Data Design.
Data Design develops mainframe financial
applications software. Period. We understand all
our users' requirements and are therefore able to
provide the necessary support: over 40 percent of
our support and installation staff are CPA's or have
MBA's.
Data Design doesn't balk at giving prospective

customersa completecustomer list. That's because
hundreds of FORTUNE 1000 companies have reaped
exceptional results from our financial software
systems. Alcoa, Gerber, Pillsbury, Sherwin - Williams,
Merrill Lynch, Bankers' Trust, Bristol- Myers, Federal
Express, Litton, Lloyd's Bank, The New York Times
Company, Owens - Corning, Royal Business
Machines, Warner - Lambert and hundreds more
have opted for Data Design over other major vendors. Write for our complete customer list and ask
anj,oneon it about our fast, trouble -free implementation; system flexibility and ease of use; in -depth
training and responsive, knowledgeable support;
management levelpeople in customer service
positions, and more.
You'll find that people who want financial software relief choose Data Design. Since 1973, nationally recognized independent software surveys have
confirmed Data Design's unsurpassed record of user
satisfaction —year after year. That's why we'll give
you a complete customer list —and they won't.
So, if you're in the process of looking at mainframe financial software for your company, put
Circle number 8 on reply card.

Data Design on your list. Then tell the other vendors
on it you're also looking at Data Design. And watch
what happens.
Financial software by Data Design.
Simply the best.

GENERALLEDGER
ACCOUNTSPAYABLE
PURCHASEORDERCONTROL
FIXED ASSETS
PROJECTACCOUNTINGSYSTEM
Learn more about the best financial software
available, call Betty Fulton toll -free at 800 -556 -5511.

ASSCOATESV
DAT
&celtencein financialsoJtruare. flvdemgn.
1279 Oakmead Parkway, Sunnyvale, CA 94086

the participants are away from home.
The burden of proof is placed on the sponsor
to make a good faith determination if the program satisfies the four requirements. The sponsor will then make the determination available
to all the participants.
Thomas P. Donnelly, Editor
The new law will impact NAA members' expenses incurred by their attendance at national, regional, and local meetings. The qualified
meeting exception
not apply to the monthly
Tax Reform's Impact on NAA Activities meetings because the out -of -town test is not
met. In addition, fees paid for local professional
Prior to the Tax Reform Act of 1986, business development programs and meals expenses
meals, travel, and entertainment expenses (net of the 20% disallowance) are subject to
were fully deductible provided they were either the two percent floor if paid by an individual
ordinary and necessary business expenses or member.
they were directly related or associated with
Various expenses for a regional council
the active conduct of the taxpayer's trade or meeting are handled differently. Food and bevbusiness.
erage at the meeting would not be subject to
The 1986 Act limits the deduction for busi- the 80% limitation, provided they meet the test
ness meals to 80% of the allowable amount. In of a qualified meeting. All expenses incurred in
addition, the 1986 Act requires business to be connection with the regional council are subject
discussed directly before, during, or after the to the two percent floor if paid by the individual
meal to claim a deduction. The 80% limitation member such as professional development
also will apply to per diem arrangements.
fees, travel, meals, etc.
For an individual taxpayer, the disallowance
Attendance at the national conferences and
of the business meal deduction does not stop educational programs also should meet the
at the 80% limitation. Under the 1986 Act, an qualified meeting exception and provide some
individual only can deduct miscellaneous item- relief for members for 1987 and 1988. After
ized deductions to the extent they exceed two 1988, the qualified meeting exception will not
percent of adjusted gross income. Therefore, apply. All the expenses incurred in national
after applying the 80% limitation to business functions would be subject to the two percent
meals, an individual is subject to the two per- floor if paid by the individual member.
cent floor.
If members are reimbursed for meals and enThe same 80% limitation and exceptions that tertainment by their employer, the 80% limitaapply to business meals also are applicable to tion would apply to the employer. For pass entertainment expenses. There are other limi- through entities (partners and S corporations),
tations which affect the deductibility of enter- the Treasury is to prescribe regulations that
tainment expenses including the allowance of a would prohibit indirect deduction of miscelladeduction for only the face value of tickets.
neous deductions that would not be deductible
The 1986 Act limits various forms of travel by an individual through the use of such pass expenditures. Travel expenses for education through entities.
only are deductible if the education engaged in
Generally, these changes are effective for
is deductible itself. Travel expenses incurred in taxable years beginning after December 31,
performing services for a charitable organiza- 1986. In the case of a pass- through entity, any
tion are deductible only if there is no significant expense subject to the above provisions must
element of personal pleasure.
be separately rep orted to the partners or
The 1986 Act provides many exceptions shareholders.
from the 80% limitation. For example, the full
A timing problem arises when a pass- through
cost of meals incurred before January 1, 1989, entity has a 1987 fiscal year -end with calendar
as an integral part of a qualified meeting is not year partners or shareholders. The IRS realized
subject to the 80% limitation. A qualified meet- the administrative burden that was placed on
ing is a convention, seminar, annual meeting or these taxpayers and provided some relief. The
similar business program if: the expense for IRS will not require these pass- through entities
food or beverage is not separately stated; at to separately state meal, travel, and entertainleast 40 individuals are in attendance at the ment expenses paid or incurred before January
program but they all do not have to attend each 1, 1987.
event; food and beverage are part of a program Thomas P. Donnelly is a tax partner with Panthat includes a speaker; and, at least 50% of nell Kerr Forster.
will

Taxes

8
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Streamline your accounting

with a Tandy 3000 HD multiuser system.
Niultiuser efficiency
The Tandy 3000 HD is your key
to total office automation. That's
because it's designed to use the
XENIX® System V multiuser operating system. The result? With
shared resources, your office becomes more productive than ever.
With low -cost terminals (like our
DT-100), a total of six users can
share the power of the 3000 HD—
working independently while sharing software, data and peripherals.

Based on the 16 -bit Intel 80286
microprocessor, the Tandy 3000 HD
operates at 8 MHz for high -speed
performance. The 3000 HD features 640K main memory and a
high- capacity 51l4" disk drive that
allows it to run either IBM PC or
PC /AT software.

XENIX Accounting Software
keeps your business running
smoothly. Increase productivity
with General Ledger, Accounts Receivable, Accounts Payable, Order
Entry/Inventory and Sales Analysis.

More than IBMO —for less
The Tandy 3000 HD is compatible with the IBM PC/Al*—yet offers greater hard disk storage (40
megabytes vs. the PCIAT's 30), and
is priced at only $4299 (vs. $5295
for the PClAT *).

r,

Seeing is believing
Find out how your firm can benefit from a Tandy 3000 HD (25 -4011)
accounting system. Visit a Radio
Shack Computer Center today.

it 111 '
l

-

Available, at ove r 12 00
Radi o Shac k C om puter Centers and at
part ic i pati ng Radi o Shac k stores and deal er s.

TANDY COMPUTERS: In Business . . . for Business'"

ft Mi e l h a e k

'BasedonIBM's price list as of November 1986. Tandy3000 MUpriceapplies at Radio ShackComputerCenters and
pariicipofIn
andTM
dealers.
Monitor,Business
data terminals
and XENIX
and IBMP stores
/AT /Reg
International
Machines
Corp. not included. XENIX/Reg. TM Microsoft Corp. IBM

COMPUTER CENTERS
A DIVISI ON Of TANDY CORPORATION
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Whenyougivecredit
where credit's not due,
you end up crying all the
waytothebank.
So howdoyou minimizeyourcreditrisksand
maximize profitability?
BycallingManagement
ScienceAmerica,Inc.
After all, our credit managementsoftwarehas
earnedcreditasthemost
comprehensivesolution
V 1986 Marogeme , Science America, Inc

Thefourthgeneration
available.
technology that allows
Yousee,itletsyou
managemarginalaccounts all your newor existing
insteadofdoingbusiness software to talk to one
asusual.Becauseitinte- another.
Fordetailsonhowto
gratesorderprocessing,
invoicingandaccounts keepthatonelarge,bad
debt fromwiping out
receivable to give you
credit checking before it's all your profits, call
too late. In other words, at RobertCarpenterat404thetimeanorderistaken. 239-2000.
Not after it's been _
___
_
iNTELLIGEICEOFAHIGHERORDER
shipped,
And it even offers
INFORMATIONEXPERT.
Circle number 6 on reply card.
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Computers
and
Accounting
Alfred M. King, Editor

NCGA Computer Graphics '87
Conference —The Cutting Edge
Less than six years ago, IBM introduced its first
personal computer — heralding the beginning of
business use of microcomputers, or PCs as
they are called. In that short time, technological
developments have far exceeded what any reasonable analyst might have anticipated. Even
more important, the technology has reached
such a high level today that advanced applications can be used by financial managers who,
by and large, have had little formal computer
training. The term "user friendly" has a wide
spectrum of meaning, but the fact that you can
sit at your desk and prepare truly presentation quality 35mm slides for a major speech, at a
cost of less than $15 each, typifies the state of
the art.
Many critics "view with alarm" the lack of
productivity in the office environment. Some
have gone so far as to say that American business investment in personal computers has
been wasted. To the contrary— learning about
and applying a totally new technology cannot
be expected to happen in three years or even
five years.
How d o you measure the high quality
achieved by preparing documents internally on
a desktop publishing system? Has productivity
increased? Probably not, if you define productivity as a relationship between input and output. But if the quality of output has increased
with very little increase in input, is this not an
advance?
Custom - generated 35mm slides cost at least
$50 each, so most management accountants
have hesitated to use them in monthly budget
presentations and reports. If the same product
now can be acquired at less than one -third the
cost —and can be used to communicate more
quickly and more efficiently —how do you measure this? On a direct basis, costs actually will
rise because 15 slides at $12 each represent a
12

new monthly outlay of $180. Prior to the introduction of presentation graphics using the PC,
no funds were spent on slides. In one sense,
costs have gone up, and productivity has gone
down. However, any financial manager who
has tried to explain how actual results this
month compare to last month, with budget, and
with last year, and then analyze variances in
each, will appreciate the benefits of clearly designed, high - quality slides.
Have we moved forward or backward? Most
financial managers who use the new hardware
and software will agree that a giant leap forward has been made. The real test has to
come from top management, the participants in
the monthly financial review, who receive the
monthly budget presentation. If comprehension
increases, and the amount of their time spent
on the detail decreases, then productivity will
have increased, even if we don't have a means
of measuring or reporting it.
With its 228 exhibitors and about 25,000 attendees, it is hard to summarize the NCGA
Computer Graphics '87 Conference in one
page. MANAGEMENT ACCOUNTING readers probably are most interested in the presentation
graphics and desktop publishing applications,
Computer -aided design /computer -aided manufacturing (CAD /CAM) applications accounted
for perhaps 50% of the exhibits. We, as accountants, are directly involved in CAD /CAM
only in fu ture capital budgeting and cost
justification.
We can, however, as accountants, have
hands -on use of the desktop publishing and
presentation graphics software and hardware
shown in Philadelphia. Later this year we will
review several specific products.
For now, we will describe the range of services offered in the presentation graphics demonstrated at the conference. The range starts
with custom - designed slides created by an outside specialist. Next is the use of a PC to insert
numbers in pre- formatted bar or pie charts, with
the slides being delivered the next day.
At the next level, companies can custom -design slides on their own PC, viewing them in
color on a properly equipped monitor. Companies such as Polaroid demonstrated camera
equipment, and Hewlett- Packard showed plotters that will reproduce in hard copy the information shown on the PC screen.
Alternatively, the PC screen can be transmitted by phone to a remote location where specialists with expensive film equipment can prepare 35mm slides. A further step upwards is for
a company to invest in its own 35mm slide
equipment and hire its own graphic artists to
design custom slides. Finally, a developing
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technology allows you to create a "video"
show on a PC, where images fade in and fade
out, simulating motion using computer diskettes as the medium.
For information on the video show, contact
Mac Cameron at General Parametrics Corp.,
(415) 524 -3950. For information on remote creation of 35mm slides in predetermined formats,
contact Bill Haskitt at Photo Communications
Corp., (215) 572 -5900. (See illustration at right.)
For information on software to prepare slides
on a PC screen and then have them made
commercially, contact Robert Seiple at National Slidemakers, (212) 370 -9275.
We will offer information on these and other
products in coming months as we present detailed "hands -on" products and services
reviews.
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Essentials of Accounting
Robert N. Anthony, Addison - Wesley Software,
Reading, Mass. 01867, 1985 —Dr. Robert N.
Anthony, Professor Emeritus, Harvard Business School, has distinguished himself as the
author of several widely adopted textbooks on
financial and management accounting. His venture into a software instructional product is deserving of positive recognition as well. The four
diskettes included in the program run on IBM
PC (simplist configuration), IBM XT, or compatibles and assume no user background in accounting or computers. With an investment of
several hours, the participant will be trained
and drilled in what is generally covered in the
first several chapters of the standard introductory collegiate textbook in financial accounting.
The materials that appear on the screens are
clear, well written, and thoughtfully presented.
The program is well documented, and the publisher supplies a well -laid -out user's manual.
The user of this program will come away with a
strong understanding of the basic record keeping, generation of trial balances, adjustments,
and closing entries as well as the balance
sheet and income statements of a service and/
or merchandising entity. The program is good
for individuals who need a basic background in
the procedure aspects of accounting and for
university programs that would like to cover the
more iterative and mechanical aspects of a financial accounting system outside the classroom and devote valuable classroom time to
the application of accounting information from
a financ al analysis or managerial information
perspective.
n
Jonathan B. Schiff
Consulting Director, NAA

Enter number of slides (0 for no slides) [1]:

Photo Communications Corp.
815 Greenwood Ave.
Jenkintown, Pa. 19046 -0417
(215) 572 -5900
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Data Sheet
Robert F. Randall, Editor

vice or the Labor Department. For a first offense under the new law from June 1, 1987,
through May 31, 1988, employers will receive
only a citational warning. After June 1, 1988,
the law will be in full force and an employer
could be subject to civil fines ranging from $250
to $10,000 for each illegal alien hired, depending on the number of prior violations.

Proposed Consolidation Impact

80% of NAA Members Use PCs
Some 80% of NAA members use a personal
computer at their place of employment, according to a recent survey of Association members.
The four most important business uses of the
PC were spreadsheets for budgets (63 %),
spreadsheets for analysis (49 %), word processing (34 %), and budgeting (20 %). Only
36% of those responding have their PC tied to
a mainframe, and, of these, 65% download
from the mainframe and 47% upload to a mainframe. Forty -five percent of respondents using
a PC at work also have a PC at home. Primary
home applications include taking office work
home, word processing, taxes, budgets and
spreadsheets.

IFAC Study Is Available
The International Federation of Accountants
(IFAC) has just released a study titled "Foreign
Currency Exposure and Risk Management."
The study was prepared by the Financial and
Management Accounting Committee, which is
chaired by NAA Past President Joseph L. Brumit. Any NAA member who wishes to obtain a
copy of this 24 -page study can do so by sending a mailing label to Miriam Redrick, NAA Library, National Association of Accountants, 10
Paragon Drive, Montvale, N.J. 07645 -1760.

New Law Requires Citizenship Proof
Under new rules issued by the Immigration and
Naturalization Services employers must verify
the citizenship status of all new employees,
whether they be U.S. citizens or aliens, within
24 hours after they are hired. The law requires
that job applicants must fill out and sign a government form which attests under penalty of
perjury that the applicant is either a citizen or
an alien authorized to work in the U.S. This
form must be produced for inspection if requested by an officer of the Immigration Ser14

If, as expected, the Financial Accounting Standards Board requires consolidation of all majority -owned subsidiaries in 1987 annual reports,
the impact could be substantial, according to
Lee J. Seidler of Bear, Stearns & Co. He predicted that consolidation will lower rates of return on assets and damage debt /equity ratios.
If General Motors, for example, were forced to
consolidate with GMAC, its return on assets
would be cut in half while the debt -to- equity ratio more than doubles. Bear, Stearns expects
companies will sell or otherwise dispose of interests in these subsidiaries.

Business /Accounting Briefs
Personnel directors across the country expect
employers to pay workers with accounting skills
an average salary increase of 5.8% in 1987,
according to a recent survey conducted by
Temp Force, Inc., a leading temporary help service. They projected increases for the most
common accounting job categories such as
payroll clerk, accounting clerk, assistant bookkeeper, full- charge bookkeeper, and accountant as 7.2% in the Southeast, 5.7% in the
Northeast and West, and an increase of 5.5%
in the Midwest.... The American Institute of
CPAs is vigorously opposing the contentions of
four of its members attempting to block the announcement of the outcome of a vote on a proposed bylaw amendment. The amendment
would require AICPA members practicing with
firms having SEC clients to subject their firms
to peer review through membership in the SEC
Practice Section. A New York State court has
issued a temporary restraining order to stop the
AICPA from declaring the outcome of the vote.
Bringing the suit are Eli Mason of New York
City; Ralph Rehmet of East Northport, N.Y.;
Stanley Sachs of Merrick, N.Y.; and Philip Goldstein of Hollywood, Fla.... Manufacturers expect their appropriations to total $106.8 billion
for 1987, a 22% jump over 1986, according to
a Conference Board survey of the 1,000 largest
manufacturers. Capital spending is projected at
$103.4 billion, which would represent a 10% increase over last year.
o
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Letters
TO THE EDITOR
Erwin S. Koval, Editor
This department welcomes comments on any topic

of interest affecting the accounting community in

THE MicroMash
Review
WINNERS!!!
You can be a winner with the CPA,
CMA and CIA Reviews developed
s p eci f i cal l y for ac c o u n t i n g
professionals. Great for individuals
and offi ces , th e Micro Mash
Reviews are a time and cost
effi ci en t co mp u t e r as s i s t ed
ins tru ct ion al tool con taini ng
personalized study options and
record keeping functions. Easy to
use, the MicroMash Reviews create
a highly mo t i vat i n g, in st an t
learn i ng at mos p here for each
c e r t i f i c a t i o n . IBM'"' PCs or
compatibles.
Call 1-800-241-9700
for brochure or
DEMO information.

MicroMash CMA Review ...
contains over 750 multiple- choice
q u es t i o n s and 50 in teract ive
essay /problems covering all five
sections of the exam.

MicroMash CPA Review ...
includes over 2,100 multiple- choice
questions and essay /problems that
interact with the user. CPA Review
Pass or Refund guarantee available
for individuals.

MicroMash CIA Review ...
contains over 700 multiple- choice
q u es t i o n s and 20 in t eracti ve
essay /problems covering all four
sections.

J00

Id Inverness Drive East, 1
Fnglewsxd, Colorado 800112
12
(800) 241.9700
In Colorado: 207) 799 -0099

MicroMash

®R

MICRO MAnaged Study Help
Circle number 11 on reply card.

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 if requested. Address all letters to
The Editor, Management Accounting, 10 Paragon
Drive, Montvale, NJ 07645 -1760.

A Different Perspective
What a shame it is that Daniel Ferguson ( "A CEO's View of the Controller,"
Jan., 1987) has such a narrow view of
the controllership function. He limits
the controller's perspective to short term, day -to -day operations. He expects
the controller to remain distant from
the corporate team, because "if the controller gets too involved in the division,
he loses his perspective." Further, he
denies the controller the freedom to socialize with his peers ( "cocktails and
controllers don't mix "). A controller is
a professional, and, as such, can be a
full member of the management team
without sacrificing his integrity.
It is no surprise to me that so few of
Ferguson's controllers have advanced to
top management positions. Ferguson severely limits the controllers by defining
their role so narrowly. He concludes
with a comment that the controller can
advance to CEO by filling in "the human side, the personal side, the marketing side." In my opinion, the controllership function should be designed in
such a way that it encourages, rather
than precludes, development of all of
these "sides."
As the controller of a $100 million insurance company, I was act ively involved in the strategic planning process,
including the development and implementation of a management training
program, and the creation of a new

marketing campaign. While serving as
controller, I also wrote a paper on corporate culture and participated in a
number of public relations activities.
The broad range of functions that I was
involved in (many of which had very little to do with the day -to -day accounting
functions) allowed me to grow professionally and personally, and opened my
eyes to the opportunities that a controllership offers.
Carol M. Fischer, CPA, MBA
Saint Bonaventure University
Saint Bonaventure, N.Y.
Improving Communication
Good communication is a primary requirement of a successful business and
the basic points of "Management Accountants Can Communicate Better"
(Feb. 1987) are very s ou nd ad vice.
However, I take very strong exception
to several examples.
The following item appears to defeat
the authors' purpose of illustrating good
communications:
In the third paragraph the authors introduce two technical terms, "allowance
for depreciation" and "retained earnings," which cause confusion among
nonfinancial managers. In the succeeding paragraph the authors go on to define "depreciation expense" and "retained earnings." I have two questions
regarding these paragraphs.
Was there supposed to be consistency
in presentation and then defining terms?
"Allowance for Depreciation" versus
"Depreciation Expense "?
How can accountants communicate
effectively with nonfinancial management when wo do not. have consistent
terminology in our profession? I had
never seen the term "Allowance for Depreciation" prior to reading this article.
I reviewed the Accountants' Handbook
and noted in three depreciation illustrations [only] the following terms were
used: "Accu mul at ed Depreciation,"
"All owance for Depreciation," and
"Reserve for Depreciation."
Some of the criticism borders on the
minute, but [often in management relations] it is the small points that cause
the most friction.
Ray L. Baudoin, Jr., CPA, CIA
Genesco Inc.
Nashville, Tenn.
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`W e must have the guts to say
cost accounting is no longer valid.
We must realize the problem is
in the roots, not the leaves.'

&O oREVOUT
l101

By Susan Jayson
Eli Go ld ratt regrets ever having called cost acco u n tin g th e n u mb er o n e en em y of productivity.
"It to o k an en o rm o u s amo u n t of courage at the
tim e I said it, b u t n o w I believe it was a m istake,"
Dr. Go ld ratt said. Wh y? "Because everybody is
ju m p in g o n th e b an d wag o n co n de m ning c ost acco u n tin g wh en we sho u ld b e co ndemning cost not
acco u n tin g."
Acco rd in g to Dr. Go ld r att (t op right) , c rea tor
o f th e Op tim ized Pro d u ctio n Technology (O PT)
an d au th o r o f The Go al: A Process of Ongoing I mprovement, co m p an ies n eed accounting and financial co n tro ls, b u t th e co st measurem ents m anagem e n t a c c o u n t a n t s u s e a r e d r i v i n g U. S .
man u factu rers in th e wro n g d irection.
An Id ea is Hat ch ed
A d ecad e ago , wh ile stu d y in g physics at a um -
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versity in his native Isra el, Dr. Goldratt invented
a m athem atical form ula to schedule work flow for
a friend who built and assembled prefabricated
chicke n coo ps. The sc hedule ena bled the m an to
build three tim es as m any chicken coops with the
sam e work force. Unfortunately, when his custom e rs c ouldn't pay fo r th e c oops the y o rder ed,
the cost of carrying the additional inventory bankrupted him .
The st ory had a ha pp ie r en ding f or Dr. Goldrat t. The fo rm u la b eca m e the ba sis for his s uccess ful OPT sof twa re s yst em a nd his "go al" was
established —to teach western manufacturers how
to schedule their operations.
In 1979 Creative Output Inc_ (COI) was founded to m arket the OPT so ftware program and OPT
conce pts in the U.S. and su cceed ed in attra cting
such clients as G eneral Motors, G eneral Electric,
AVCO, Ford, and Be ndix.
Dr. Gold rat t's associate Bob Fox ( above left)
took a m ore traditional route. He has worked as a
forem an and held m ost line and staff m anufacturing positions including vice president of m anufacturin g an d gen eral m ana ger. "A t t h e t im e I met
Eli I was a par tner at Booz A llen and H am iliton.
Our firm had recently conducted an extensive survey on manufacturing systems in the U.S., Europe , an d Ja pan . Althou gh I re ally didn't und ersta nd the s oft war e, I saw how Eli's ideas were
very much like those I enco unte red and docum ented in Japan," reflected Mr. Fox.
Both will adm it that their backgr o unds and
style s are in m arked cont rast. However, in addition to a love of fine cigars they share the conviction that the growing dange rous im balance of
manufacturing capabilities between the West and
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THEFACTORYFLOOR
East must and can be changed.
To develop the know -how to change this imbalance they have established the Avraham Y. Goldratt Institute, named after Dr. Goldratt's father
who was a member of the Israeli Parliament. The
Institute's home base is an elegant turn -of -the century brownstone near the campus of Yale University (see cover photo). "Today we are concentrating on getting our ideas across as fast as possible,"
said Dr. Goldratt. The result is a grueling travel
schedule. For example, in a recent two week period, Dr. Goldratt had appointments scheduled in
Israel, Scandanavia, and the States.
Added Mr. Fox, "Eli and I believe there is such
a small window of time left to convince U.S. manufacturers to change their thinking."
As they describe in their new book The Race:
"In 15 short years we have seen an unprecedented change in a host of industries from
smokestack to high tech. The ramifications
for our economic well -being and standard of
living have just started to be felt. It's time
we realized that this sharp shift is not the
result of trivial causes or the excuses we
have used. It's because of an unprecedented
race in all aspects of manufacturing."
What's Wrong with Cost?
In a speech at the National Association of Accountants' Cost Accounting for the '90s conference last year, Mr. Fox described the failures of
current cost concepts. "They lead us to build inventory profits that are not real profits. They
cause us to run EOQs that are not economical.
They encourage us to be efficient locally which
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destroys performance globally. We run something
through the least cost machine no matter how
heavily loaded it is when perhaps we should offload it to a more expensive machine."
Mr. Fox advised the accountants attending the
conference that new measures must focus on optimizing performance globally, not locally as many
of our cost accounting principles force us to do.
Dr. Goldratt and Mr. Fox are encouraged by
the broader recognition among accounting professionals that something must be done about cost
accounting. "For example to title an article 'The
Rise and Fall of Management Accounting' (see
the January issue of MANAGEMENT ACCOUNTING) would not have been perceived three years
ago," said Dr. Goldratt.
This physicist turned management guru warns,
however, that although this recognition is encouraging it also is very dangerous because we are
tearing down concepts without replacing them.
"Financial controls are essential. We may not
have the best internal controls —some of them are
even devastating —but to knock all internal controls may result in no controls at all."
As an example, he points to what has happened
in the area of quality. The pressure to produce
quality products has resulted in companies adopting such slogans and policies as "Quality is Job
1." Today, he said, "you can murder in the name
of quality and get away with it."
Con sid er, h e s ays, the p lan t man ager who
wants t o purch ase a $300 tho usand machine.
When his boss questions him about such a purchase, the plant manager justifies the expenditure
by saying we need it to improve quality.
"Now the thinkers in accounting are saying we
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What Is the Goal of the Race? What are we really
trying to accomplish in our businesses? Did the investors and employees put their money and efforts into the company with the altruistic intent of providing better services to their customers? Or
did they do it because they wanted the prestige of having the largest
market share? Did they want to boast that they had lower costs
than their competitors? Was the goal of these investors and employees to enjoy the pride of having the highest quality products? Is it
likely that they invested their money and efforts to build the company just in order to have it survive?
We think not. All of these targets may be useful means to the
goal of the company, but they themselves are not the goal. We believe that the goal of a company is one and only one—to make
money in the present as well as in the future. That is what winning
the race is all about. But what does "making money" really mean?
We all know the bottom line measurements of making money. A
company needs to make a net profit, an absolute measurement of
making money. But is this measurement by itself sufficient? If a
company made $10 million, is that good or bad? If they had invested $20 million, it's quite good. But if the investment was $200 million, it's lousy. We need an additional measurement that shows
how much money we made relative to the money we invested in the
business, a measure like return on investment. These two measurements seem sufficient, but many a company has been rudely reminded by the threat of bankruptcy that there is also a survival
measurement, like cash flow. Cash flow is an on -off measurement.
When we have enough cash, it is not important. When we don't
have enough cash, nothing else is important.
While these three bottom line measurements are sufficient to determine when the business is making money, they are woefully inadequate to judge the impact of specific actions on our goal. For
example, in what size batches should we process material through
our plants? Five? Fifty? Maybe five hundred? How will these batch
sizes impact the bottom line of the entire company? Or, should we
buy a new robot? It certainly is going to be more efficient, but it
also is expensive. What will be the resulting impact on our financial
measures? Or should we accept an order for a product when the
selling price is substantially below our standard price? We need some
type of bridge between the specific operational decisions we must
make and the bottom line measurements of the entire company.
Today, our bridge is based on the cost concept. We have developed a host of procedures and systems based on the idea of cost.
We employ the technique of economic order quantities to help determine batch sizes. We analyze investment opportunities based on
cost reduction to determine where to employ our capital. We calculate product costs and margins to help understand which products
we should push in the market and which we should discontinue.
The cost concept and cost procedures are the current bridge between our actions and the bottom line measurements, but is this
bridge taking us in the right direction?
0
Reprinted from The Race,courtesy of North River Press, Box 241,
Croton -on- Hudson, N.Y. 10520. The Goal also is published by
North River Press.
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can work within the existing framework —cost accounting can be modified. This is wrong," he
stresses. "We must have the guts to say it is no
longer valid. We must realize the problem is in the
roots, not the leaves."
Studying his cigar, Dr. Goldratt apologizes for
becoming so passionate about this issue, and lists
the problems with cost accounting that deter manufacturers in the western world from becoming
more competitive.
To begin with, he points to the practice of using
direct labor as a base for cost allocation. "That
problem has been exposed very nicely in the last
three years." He adds that cost accounting causes
the wrong decisions to be made because it is based
on averages.
His other serious concern is that cost accounting considers as intangibles factors that are critical to our ability to capture the market. For example, these factors include superior product quality
and engineering, lower investment per unit, responsiveness to the market including shorter
quoted lead times.
"Cutting lead times is a very powerful weapon
which we could exploit against the Japanese because they still have an ocean to cross," noted Mr.
Fox.
The most pressing concern and biggest opportunity for western manufacturers, Dr. Goldratt
notes, lies in recognizing that cost accounting
deals only with the local expense of an action and
not its global impact. As an example, he points
out that reducing the setup on two different machines may involve the same expense. However, if
one machine is a bottleneck and the other is not,
th e i mp act of t h es e acti o ns is dramat icall y
different.
Global Measures Needed
In The Goal, the highly successful novel of
plant manager Alex Rogo's struggle to keep his
plant open and his marriage intact, Dr. Goldratt
demonstrates what direction management accountants should take to find a replacement for our
current cost concepts. The Race provides more information on how to apply the concepts presented
in The Goal.Large graphs quickly and easily communicate their theories. Also, sections of the book
can be reproduced and displayed during staff
meetings.
The message in both books is that in order to
win the race for the competitive edge, the goal of
manufacturing firms must be to make money. The
authors demonstrate, however, that current measurements such as monthly net income or ROI do
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not measure what impact decisions made on the
factory floor have on the company's ability to
achieve its goal.
"For example," Dr. Goldratt explained, "if I
am to release a batch of parts on the factory floor
should I release 5, 50, or 500. If I rely on traditional cost concepts I will release larger batches
because I then reduce cost per unit. On the other
hand, I am increasing the inventory and carrying
cost."
Or, he adds, what about the decision whether or
not a company should purchase a robot. It may be
more efficient but it also is expensive.
"Clearly," Mr. Fox said, "we need to show how
manufacturing decisions affect a company's bottom line."
To make this connection, three global operational measures are recommended. Throughput is
conceived as the rate at which an organization
generates money through sales. Production, however, is not necessarily throughput if the product
isn't sold.
Inventory, in their scheme, comprises all the
money that the system invests in purchasing
things that it intends to sell. "We're only dealing
with the raw material or purchase component
here —no value added," said Mr. Fox.
Operating Expense includes all the money the
system spends in turning inventory into throughput. "I believe we can encompass all the monies in
the business in those three measures —all the revenues, all the costs, and all the investments," he
said.
But how do throughput, inventory, and operating expense connect with a company's bottom line
measures? "It's so beautifully simple, smiled Dr.
Goldratt. As they describe in The Race, "The intuitively felt connection between throughput -inventory- operating expense and the bottom line
measures are sharpened with these new definitions. Now we can see that when throughput is
increased without adversely affecting inventory
and operating expense, then net profit, return on
investment, and cash flow are simultaneously increased. We achieve the same result when operating expense is decreased without an adverse affect
on throughput or inventory."
Furthermore, they explain, "when we analyze
the impact of reducing inventory we see that the
result is not the same. Decreasing inventory directly increases only ROI and cash flow. It does
not have any direct impact on net profit. Should
we conclude that inventory is less important than
throughput and operating expense? That seems to
be the way we have regarded it.
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It also is the way most managers have historically viewed throughput, inventory, and operating
expenses. Net sales (throughput and total operating expense) have always been seen to be important. Inventory has frequently taken a back seat.
When we look more closely, we see that inventory
does impact net profit and also has an additional
effect on th e o t h er two b o t t o m line
measurements."
Where Did Manufacturing Lose Sight of the
Goal?
"The tal en t and brain po wer is ou t t here, "
stresses Dr. Goldratt. "The constraint, rather, is
in managers' attitudes and dependence on such
measures as net income and ROI."
"We've run up against many stone walls," concedes Mr. Fox. "Fortunately, The Goal has been
extraordinarily successful for us."
More than 5,000 corporations including General Motors, Eastman Kodak, and Hughes Aircraft
have bought the book. According to the publisher,
approximately 2,000 copies of The Goal are sold
each week. It has been translated into nine languages and is being used at more than 40 universities. Recently, the Goldratt Institute initiated a series of two -day seminars built around a computer
game to expand on the concepts introduced in the
novel.
"Once the book is read, perceptions change
very quickly and it causes a level of communication among managers that we haven't been able to
achieve with extensive education, lectures, and so
forth," Mr. Fox explained.
John W. Annick, a project manager at General
Electric, praised the book for being a typical representation of the environment managers often
must cope with. "Many businesses flounder and
not because of a lack of effort or time that is expended by those in charge. Rather, management
gets caught up in the problem and the respective
boss does not give leadership in helping to solve
the problem —but threatens or demands action.
This causes management to panic and dig itself a
deeper hole. Less time for home or relaxation and
mo re pres s u re on ly res ult in fu r t h er
deterioration."
One former skeptic was Matt Canfield of the
Torrington Company, a division of Ingersoll Rand. "I thought The Goal would tell me about
yet another system that would solve all manufacturing problems. Instead, it was very different.
OPT is a concept, a philosophy, and approach
that happens to have as part of its offering a software tool that allows a more intelligent method of
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scheduling activities to help assure the attainment
of our goals through the most effective use of
resources."
Testimonials about results achieved on the factory floor also are impressive. According to Tom
Knauf, senior administrator of Synchronous Manufacturing at the General Motors Saginaw Division, lead time has been improved by approximately 30% i n t h o s e d ep art men t s wh ere a
concentrated effort using OPT concepts occurred.
"We attribute most of our improved performance
to budget to the synchronous concepts which include OPT," said Mr. Knauf.

TheRaceforaCompetitiveEdge
IsAccelerating—Rapidly
The challenge that the Western manager faces is how to become
much more competitive very quickly. We have entered a period unlike any since the days of the industrial revolution. The implications for companies, countries, and our standard of living are every
bit as profound as when the first industrial companies began to appear in England years ago.
It is no longer a question of a cycle of good times and bad. We
cannot batten down the hatches and hope to survive, as if this were
another passing storm. We can no longer use the conventional ap-

The Saginaw Division first contacted Creative
Output in 1983 to find a better way to schedule its
shop floor. The division has approximately 20,000
employees manufacturing mechanical components
to be sold to other General Motors divisions,
Ford, Chrysler, and overseas to companies in
Japan.
OPT has had a major influence on the traditional manufacturing culture of the Saginaw Division, Mr. Knauf reports. "For example, we used
to avoid changeovers because it would cause more
scrap. Today we have many more changeovers to
reduce the batch size, and quality has improved."
Dick Bombardieri of GE explains that the OPT
philosophy has encouraged the company to think
in terms of global effectiveness. Copies of The
Goal are on many of the managers' desks. Mr.
Bombardieri, formerly with Creative Output and
now with GE's consulting group, reports that
OPT concepts have played an important part in
the improved results of GE's printed wireboard
assembly unit.
Specifically, he cites, cycle reduction time or
the time from when the materials leave the stockro o m t o t he ti me t he pro du ct i s read y t o b e
shipped has gone from 28 days to less than one
day. Another operation reports of a reduction
from 63 to 1 1/2 days.
The company's work -in- process inventory was
reduced from 2,500 to less than 50 units in one
operation, and from 1,000 to less than 100 units in
another area. Direct labor was reduced from 6 1/2
to 4 1/2 and from seven to five days in another
area. "These results have been achieved without
the elimination of jobs," he notes.
A Race Against Time

proach of cutting expenses and firing people in the bad times. We
must find a way to continually improve —in good times and bad.
We must choose to be in the competitive edge race. The companies
that elect to shrink in order to pass the bad times will simply disappear. The ones that survive will be those companies that will find a
way to participate in this ever - increasing competitive edge race.
The magnitude of our problem is revealed once we accept that
we are behind and recognize that we have only a little time left. Our
resources, particularly management, are severely limited, and our
funds are not sufficient to allow us risky experiments. We must
make the correct decisions this time or be prepared to live with the
consequences.
Reprinted from The Race.Courtesy of North River Press, Box 241
Croton -on- Hudson, N.Y. 10520.
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Testimonials from such major manufacturing
firms as GE and GM indicate that Dr. Goldratt's
efforts to produce a cultural revolution on the factory floor are succeeding. And, in the accounting
profession, where he made his name criticizing
cost accountants and cost accounting as enemies
of productivity, resistance to his views is turning
to acceptance and respect.
"We rebelled at these thoughts initially," said
Alfred King, managing director of the National
Association of Accountants. "Now that we understand the implication of their approach, cost accountants are working with production executives, not at cross purposes."
Eli Goldratt and Bob Fox will agree that this
recognition has come not a moment too soon if we
are to win the race for the competitive edge in today's —and tomorrow's —world economy.
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Managing Your Career
Robert Half, Contributing Editor

My Company Wants Me to `Dress up' the Numbers
The dilemma I'm writing you about
doesn't have to do with any dissatisfaction with my career or current
job, at least not from the usual
standpoint. I'm paid well as an internal auditor, and I enjoy my colleagues. What's happened is that
business has been down dramatically , an d a p ush is on to turn
things around, including w hat I
consider unethical, if not dishonest, attempts to present a better
face to our customers and suppliers. I'm loyal to my company and
go through the week rationalizing
some of the things I'm called upon
to do. But, it's those weekend moments of reflection that cause me
the pain and sense of guilt. Where
do personal ethics and morality
start, and company needs end?
No person exists who could satisfactorily answer that question in all its
dimensions. It's a dilemma that's
plagued mankind since the beginning,
Unfortunately, this day and age has
introduced twists on the theme that
make su ch d ecision s even more
wrenching and, potentially, destructive to individuals.
We only have to pick up the newspaper to become aware of greed on
Wall Street that turns highly educated
and competent people into indicted
felons. Deliberate over - charging of
the Pentagon by certain defense contractors takes up another page in the
daily press. The rules of ethics and
business morality seem to have been
rewritten under our very noses, and
every responsible person is forced to
grapple with the sort of personal debate you're going through.
However, I als o s u s p ec t t h at
there's more morality in the broad
24

fabric of American business than we
realize. In my own case, there's been
an internal motto for the 40 years I've
been in the personnel services business, and that's: "Ethics first." I'm not
crowing about this, but it does make a
point. Moral and ethical indiscretions
come from individuals, rather than
from companies.
In line with this, my first suggestion
is that you closely examine the basis
of your moral dilemma. I'm not questioning your values, but I have seen
instances of an individual within an organization operating from such an extreme sense of "moral values" that
even though the company is basically
honest and forthright, this individual
will never be able to fit into the corporation's scheme of things. Make sure
that's not the case with you.
Next, accept the reality that there
are many businesses in America that
have a keen understanding of the
long -term mark et and economic
benefits of ethical and honest practices. That may not be the case with
your company; if it isn't, and what
you're being asked to do borders on
the blatantly dishonest, it's time to
move to another organization in which
your views are compatible with the
company's approach.
I also suggest that you determine
the true genesis of the acts in which
you're being asked to partake. It
might not represent the overall company at all. Your immediate supervisor could be pushing his or her people into questionable activities for the
sake of self- aggrandizement, and
your company's top management
might not only be unaware of it, it
could well be furious if it knew.
Don't take this as a suggestion that

you race off and start blowing whistles. What's important is to analyze
the situation from a level- headed and
rational perspective. Once you've
done this —and if it seems it is your
supervisor acting unilaterally—con front your supervisor. Keep it calm;
these sorts of issues are too often fueled by emotions. Depending upon
your supervisor's personality and
sense of reason, you might find the
confrontation not only beneficial to
you, but it could bring about a change
in your supervisor's attitudes and
actions.
If, after the close analysis of the situation I've suggested, you're convinced that not only is your company
acting in an unethical and dishonest
manner, but that what you're engaged
in is dishonest or unethical, get out.
The damage to your career over the
long haul could be far greater than
any short -term gain.
And, of course, there are those
weekends. Nothing, it seems to me, is
worth spending precious personal
time churning over having lived one's
life dishonestly. There are other employment opportunities available in
this industrial society of ours in which
your sense of ethics would be greatly
appreciated.
0
Mr. Half is chairman of Robert Half,
International, Inc., a financial and data
processing recruiting firm with more
than 100 offices worldwide. Most offices are independently owned and
operated.

"... Actually, / was improving internal
control to cut audit costs and overlooked
including my name in the new table of
organization. "
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IF YOU THINK THE ONLY WAY TO STAY CURRENT IS READING
JOURNALS, PUBLICATIONS AND ATTENDING SEMINARS...
• The latest developments in
Accounting — developments
that directly affect you and
your company
• The insights and views of the
world's leading industrial,
government and economic
leaders
• The most efficient means to
improve staff productivity
• A convenient, concise way
for you and your staff to fulfill
CPE credit requirements

THERE'S AN EASIER WAY
While many accountants spend their time reading
professional journals, trade publications, bulletins and
attending lectures and seminars to keep up to date on vital
developments and trends, others have discovered an
efficient, cost effective new way to keep current in just 4
entertaining, thought - provoking hours a month,
How do they do it?
Through the Accountant's Television Network (ATV).
This monthly videotape News Journal is a joint effort by the
NAA and the Center for Video Education. Our goal is to
produce the single most effective current issues educational
programming ever offered to management accountants.
All in the entertaining, easy to understand videoactive
learning format,

IN JUST 3 MONTHS
ATV has covered these important topics for its subscribers:
• Tax Reform's Impact on Capital Investment
• Economic Outlook— Stocks and Interest Rates
• FASB Today— Interview with Don Kirk
• DuPont Audit Risk Model
• 1986 Tax Reform Act
• Winning on W all Street
• FASB Hearings— Accounting for Income Taxes
• Analysis of Income Tax Accounting
• Insider Trading
• Logistics Excellence
• Managing Computer Risk: A Management Perspective
• The Role of the Audit Committee
In addition to its coverage of current topics, ATV will provide
at least one segment each month which focuses on a topic
which is part of the "core of knowledge" essential to the
practice of management accounting. Areas covered will
include:
• Cost Accounting and Cost Allocation
• Budgeting and Planning

• Performance Evaluation
• Investment Justification and Capital Budgeting
• Microcomputer Developments — Controls and Applications
• Managing the Accounting Function
• Economic Outlook
• Ethics and Organizational Behavior
• Inventory Control and Working Capital
• Quantitative Techniques and Decision Analysis
• New Developments in Production — Effective Accounting
• Specialized Industry Accounting Problems

EASY TO USE -EASY TO ADMINISTER
We make ATV easy to use for either self or group- study.
When you subscribe to ATV you'll receive the ATV
Facilitator's Kit including ATV orientation information, basic
how -to's of room set up, sample letters you can use to invite
your staff to view the current issue and forms to monitor
attendance. Then every month you'll receive an information
pack designed to help you and your staff get the most out of
that issue.

FREEPREVW
[I N
I
We're so sure you and your organization will want ATV that
we'll send you the current issue "on- approval ". Evaluate it
with your staff for 2 weeks without obligation. When you
subscribe to ATV pay the first month's invoice ($400. for
monthly subscribers. $350. for annual subscribers) and we
will bill you monthly with each shipment. Some accountants
will continue to do things the hard way —
others will call today.

1. 800.621.0043

In NY call: (914) 681.5113

Along with your ATV preview, we'll send you the valuable
I- rIA management
accounting text Cost Accounting in the 90's,
BONUS yours to keep just for previewing A N .
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InsindepTingl

The company executive who buys a nd sells on the ba sis of inside information is
more lik ely toda y to be detected a nd prosecuted tha n he was a few yea rs a go.
By John F. Olson.

1

John F. Olson is a
partner in the
Washington, D.C.,
office of the national
law firm of Gibson,
Dunn & Crutcher, and
is chairman of the
American Bar
Association's Task
Force on Regulation of
Insider Trading.
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With the Securities & Exchange Commission vigorously prosecuting a series of headline- making
insider trading cases, and Congress talking about
increasing the penalties for such improper trading,
corporate managers are giving renewed attention
to understanding just what insider trading really
means. In addition, well- managed companies are
developing corporate programs of education and
p re ve n tio n to p ro t ect ag ain s t ins id er tr a din g
liability.
Man agem en t Ac co u n tan ts Un d er Scrutiny
Med ia atten tio n h as fo cu sed on the Levine,
Boesky, and Siegel cases and o th er cases involving
su ch " o u t s i d e r s " as ar b itr a g eu r s , inve stm ent
bankers, an d lawy ers. However, the SEC has been
equally vigoro us in en fo rcin g the legal prohibitio n s again st co rp o rate m an agem ent.

For example, in two recently settled cases, a director and a financial officer of the principal subsidiary of a large thrift holding company agreed to

SEC injunctions and to disgorgement of the losses
they avoided when they sold shares in advance of
public announcement of substantial additions to
the company's loan loss reserves. They also agreed
to Insider Trading Sanctions Act penalties equal
to the amount disgorged.
In another recent case, the chief operating officer of a publicly held company agreed to similar
relief when he had sold shares in advance of public announcement of an earnings decline. And, in
the well -known Texas Gulf Sulphur case 20 years
ago, officers and directors were held liable when
they traded in advance of general announcement
of an im portant m ining discovery.
The SEC has directed increased resources to its
enforcem ent program . In its budget request for
fiscal 1988, the Com m ission has requested, and is
MANAGEMENT ACCOUNTING /MAY 1987

likely to be given even more money to investigate
and develop insider trading cases.
The stock exchanges, with encouragement from
the SEC, have developed sophisticated computer
programs that monitor the market searching for
trading anomalies. Already systems allow access
to a vast and growing database that: records relationships among corporate officers and directors
and members of their families, and permits retracing of an audit trail for any trade executed on the
major exchanges or the national market system.
Recently, the federal government negotiated enforcement information exchange agreements with
Switzerland, the United Kingdom, Japan, and the
Cayman Islands. Agreements are reportedly being
negotiated with the Bahamas and other foreign jurisdictions. Thus, foreign bank secrecy and blocking laws no longer present an impermeable barrier
to SEC investigations.
Foreign countries are increasingly pursuing inside traders under their own legal systems. The
United Kingdom adopted prohibitions on insider
trading by company officials several years ago and
an insider trading bill is currently progressing
through the Swiss legislative process.
As a result of all of these efforts, the corporate
manager —or his tippee —who buys or sells on the
basis of material inside information is far more
likely to be detected and prosecuted today than a
few years ago.
Reducing the Risk
I advi se corporate managers to understand
when they and their staff members are considered
"insiders," and to what restrictions an "insider" is
subject. This understanding should be clearly
communicated to employees to reduce the risk of
insider trading liability.
When are employees "insiders "? An employee is
an "insider " for as long as:
• He or she knows "material information," and
• That in formation has not yet been publicly
disseminated.
Information is "material" if, when released, it is
likely to affect the market price of the company's
securities or publicly traded securities of any other
company. In other words, it is considered material
if an investor would consider the information significant in making a decision to buy, sell, or hold
the company's securities (or other securities that
are publicly traded).
Common examples of information that will frequently be regarded as material are: news of earnings, losses, or write -offs; news of a pending or
proposed merger or acquisition; news of a significant sale of assets or disposition of a subsidiary or
division; news of major new contracts, products or
MANAGEMENT ACCOUNTING /MAY 1987

Who Are Insiders?
The term "insider" does not appear in the federal securities laws or
regulations. Rather, it has been used , as a matter of custom, to designate several different statuses that are significant for securities
law purposes.
For exam ple, a person who is subject to the reporting and short swing trading profit re covery rules of Sectio n 16 of the Securities

Exchange Act of 1934 (the "1934 Act ") generally is referred to as
an "insider." Section 16 reaches persons who are, directly and indi-
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rectly, beneficial owners of more than 10% of any class of a publicly traded security of a company or who are directors or officers of
such a company.
Under Section 16(a), persons who are officers, directors, or more
than 10% shareholders must report acquisitions and dispositions of
securities to the SEC. Under Section 16(b), if such a person makes a
purchase ( including by exercise of an option ) and sale, or a sale and
a purchase, within a single six -month period , he must disgorge any
profits (so- called "short -swing profits ") to the corporation. This
obligation to disgorge may be enforced by a shareholder suit, with
successful plaintiffs being entitled to recovery of attorneys' fees.
Another provision of the 1934 Act, Section 13(d), requires the
filing of reports with the SEC, and the "target" company, by any
person or group who directly or indirectly beneficially acquires
more than 5% of any class of a publicly traded security.
People who are subject to the requirements of Section 16 are
sometimes referred to as "insiders " and some, but by no means all,
persons who file under Section 13(d) may have a control or an "inside" relationship with the company.
The term "insider," however, is most frequently used in another
sense —to refer to a person who has material information about a
company that has not been publicly disseminated (often called "insider information "). Thus, any employee, and others who are not
employees, may be an "insider" for the period of time they are in
possession of such material, unreleased information. This "insider"
status is temporary —it lasts only as long as the information has not
been publicly disseminated —and it is not related to the corporate
position held by a person or his or her amount of stock ownership.
The obligations imposed on this type of "insider" are based on
general provisions of the federal securities laws and related regulations designed to protect the integrity of the securities markets and
to guard against fraud in securities transactions. It is in this temporary or occasional sense that many corporate employees, particularly those with regular access to unreleased financial information, are
most likely to be regarded as "insiders."
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WhatIs InsiderTrading?
The insider trading prohibitions rest on
two statutory bases. First, Section 10(b)
of the Securities Exchange Act of 1934,
and Rule lOb -5 thereunder, broadly
prohibit fraud, misrepresentation, and
manipulation in connection with the
purchase or sale of securities.
In a series of court decisions over the
past 40 years, these provisions have
been interpreted to prohibit securities
trading while in possession of material,
nonpublic information, if that information is used or has been obtained in
breach of a duty not to use or disclose
the information. Put plainly, you may
be liable if you trade while in possession

of material, nonpublic information you
learn in your capacity as an officer or
employee. Further, anyone who gets
such information from you —a "tip pee' —and trades, may be liable if he or
she knows or should have known that
you violated your duty by passing the
information along.
In the area of tender offers, Section
14(e) of the 1934 Act, and Rule 14e -3
thereunder, impose even more specific
liability on any person (other than the
offeror) who has ad vance wo rd o f a
tender offer, from either offeror or target, and trades on that information.
The penalties for insider trading violations are substantial. In addition to
obtaining injunctions against future violations, which are enforceable with con-

services; information about a major joint venture;
information as to declaration of a dividend or
stock split or the offering of additional securities;
and news of significant changes in senior management. Either positive or adverse information may
be material.
The test of materiality is a commonsense question any employee can ask himself: If I were a
stockholder, would this information be a significant factor in my decision to buy, sell, or hold the
company's shares or the shares of some other
company affected by this information?
To what restrictions is an "insider" subject? As
long as an employee knows "inside" information,
that is, material information that has not been
publicly disseminated, he or she is subject to two
limitations:

As soon as
merger
negotiations
start, it is
critical to
instruct all
participants to
stay out of the
securities
markets and to
keep their
mouths shut!
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1. The employee may not buy or sell the company's securities or other publicly traded securities as to which the information is material;
and
2. The employee may not pass the inside information along to others.
Until material information has been publicly
disseminated, any employee with knowledge of it
must stay out of the markets for the securities of
the company and for any other securities as to
which the information may be material.
These restrictions apply not just to securites of
the employee's company, but also to securities of
other companies the employee may obtain significant information about in the course ofhis or her
duties. Examples may include co- venturers, subcontractors, suppliers, customers, and prospective
merger partners.
The mere fact of discussions with a prospective

tempt of court sanctions, the SEC typical ly ob t ai n s wh at is call ed
"disgorgement." This means payment
by the violator to a fund for "victims,"
administered by a court - appointed
trustee, of the full amount of the improper profit obtained or loss avoided.
Fu rt h er, under the 1984 Insider
Trading Sanctions Act, the Commission
can ask a court to order a civil penalty
of up to three times the profit gained or
loss avoided. This penalty can be exacted both from the insider and from each
person receiving a tip who also trades.
Finally, the number of criminal penalties imposed are increasing. Such penalties include jail terms of up to five
years and very substantial fines for each
violation.

merger or acquisition partner, particularly as the
negotiations approach and reach agreement on
price and terms, will normally be material information as to the securities of both parties to the
transaction. Thus, as soon as such negotiations begin, it is critical to instruct all participants to stay
out of the markets for securities of the parties involved and to keep their mouths shut!
An employee who has inside information must
refrain from trading until the material information is publicly disseminated. Equally important,
the employee must not permit any member of his
immediate family (who may be presumed to have
the same information), or anyone acting on the
employee's behalf, or anyone to whom the employee has disclosed the information, to be in the
market for securities that may be affected by the
information.
An employee is considered "in the market" if
he buys or sells stock, sells short, or purchases or
writes options on stock. Also included are transactions in any rights, options, warrants, convertible securities, and even debt securities of any of
the companies affected by the material, undisclosed information.
Other Problems
I have discussed why an employee and his associates must stay out of securities markets that may
be affected by material undisclosed information.
However, it also is vital that employees do not
pass inside information on to others. Both the
company and the employee may be subject to the
risk of serious liability when material information
is leaked or seeps out to a few investors who act
upon it before the news has been publicly disseminated and evaluated.
Once an employee has passed information on to
MANAGEMENT ACCOUNTING /MAY 1987

people he or she cannot control (and that will
mean most people), there can be no assurance that
the recipients will not give the information to others or act upon it in the market themselves.
Under the 1984 Insider Trading Sanctions Act,
substantial penalties may be imposed on those
who wrongly tip others as well as on those who
trade on the basis of the tip.
Those outside the corporation who are entrusted with important corporate information for special purposes, such as outside lawyers, investment
bankers and auditors —and even parties on the
other side of a business negotiation —may become
"temporary insiders," subject to the same obligations as employees because they have been given
information in confidence.
To protect itself and such temporary insiders,
the corporation must be certain that everyone understands that he or she may not trade on material unreleased information or pass it on. For this
reason, confidentiality agreements have become
an essential part of many business negotiations,
particularly pre- merger discussions.
Spreading the News
The requirement not to trade, and the need to
control "tipping," continues until any material
nonpublic information is disclosed and publicly
disseminated.
Limited disclosure to a particular audience —
such as a single analyst or a trade publication —is
not enough. Nor can dissemination be presumed
to be instantaneous.
To avoid risk of liability, no trading by insiders
should occur until the information has been the
subject of a general announcement broadly distributed to the financial press. Aft er th e announcement has been made, sufficient time —at
least a day or two —must elapse to ensure that the
information has been broadly distributed, absorbed, and evaluated.
Corporations also can be, and have been, held
liable for releasing misleading or incomplete information that may affect decisions to buy, sell, or
hold securities. This risk is greatest when the underlying facts are still emerging —as when the full
dimensions of a loss are not yet known or merger
discussions are under way but the basic terms
have not been agreed upon. To avoid problems, I
recommend centralizing all contacts with the
press and analysis in a senior executive who is
kept fully informed and reviewing carefully statements before they are made by any corporate
representative.
In a recent SEC proceeding, a corporation was
found to have made material omissions and misleading statements. The corporate treasurer, who
had no personal knowledge of preliminary merger
discussions that were under way, had issued stateMANAGEMENT ACCOUNTING /MAY 1987

ments to the effect that he knew of no reason for
unusual market activity in the stock of the company. Corporations can avoid risks at preliminary
negotiation stages, if they follow a firm "no comment" policy until a full announcement can be
prepared and disseminated.
Protecting Your Company
The first step for any company to take is to ensure that it has a well - coordinated information release program in place. The New York Stock Exchange, and other major securities markets, have
specific guidelines for the development and use of
such programs.
Other steps that a corporation can take to avoid
the possible embarrassment and cost of an accusation of improper insider trading against its employees include the following:

Computer
systems allow
access to a vast
and growing
database that
permits
retracing of an
audit trail from
any trade
executed on
the major stock
exchanges.

• Develop an educational program to inform all
employees as to what insider trading is and
what the penalties are for violators.
• Adopt a formal corporate policy against improper insider trading and be sure all employees
are familiar with it..
• Require employees to certify periodically that
they know and have complied with the policy.
• Provide guidelines as to the times when trading
in company securities are "safe" —such as during a 10-day "window" period beginning on the
third day after filing each quarterly earnings report with the SEC. (It is critical that employees
understand that, at times, even these "safe" periods will not be safe because material and unreleased information may be known to employees
during such periods.)
• Encourage —or even require—officers and other senior employees to consult with the corporate law department before purchasing or selling company securities, and securities of other
firms that do business with the company. (Such
consultation has the incidental benefit of allowing the law department to assist in assuring that
officers' reporting obligations under Section
16(a) of the 1934 Act are met.)
The increased public concern about insider
trading, and the SEC's increased enforcement resources and modern means of detection, make it
imperative for corporations to take specific, carefully considered steps to educate their employees
about the rules against insider trading and to prevent violations of those rules. Having such a program should make it possible for a corporation to
establish —if insider trading by an employee or
tippee does occur —that the company has not condoned the wrongful trading, and is not responsible
to those injured for any damage that has been
done.
O
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The PC as Prototype Problem- Solver

l

The cost manager nee

perpetual inventory system in ord
all write -down information at his

By David M. Zenker
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David M. Zenker is a
senior analyst at
Glidden Paints. He is a
member of Cleveland
Chapter, through which
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article.
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With in o u r su b sid iary at Im p erial
Ch em ical In d ustries PL C ( IC I ) , we
use p erso n al com p u ters to p rototype
acco u n tin g system s th at m ay subsequ en tly be in co rpo rated in to th e larger co rp o rate sy stem . Th is ty p e of an
ap p r o ac h o ffers m an y ad v a n ta ge s
o ver th e trad itio n al m eth o d o f a s- (
'�
signing th e systems dep artm en t the
jo b o f m o d if y in g o r ad d in g to existin g m ain fram e p ro gram s.
We m an u factu re a n um b er o f different types of
coatin gs at Glid d en Coatin gs an d Resins Division.
On e class o f o ur in ven tory is d efined as 186 m aterial, which is m aterial with a six -m onth shelf life.
Wh en th is m aterial b eco mes o ver six m onths old,
it is defin ed as distressed an d must be written
d o wn to ERV (e stim ated reco v erable value).
Th e pro b lem lies in effectively tra cking the
prod uct wh ile it is co n sid ered ERV material. It
mu st b e fo llo wed fro m th e tim e it is written down
until it is u lt im ate ly d isp o sed o f, e ither thr ough
sale, rewo rk, or in cin eratio n .
Cu rren tly all o f o u r regio n s are using a m anual
sy stem t o reco rd what material is overaged and
wh at m aterial has been reco vered . A standard
fo rm , wh ic h is gen e rally ackn o wle dged as an inte rim m e as u r e u n t il a b e tt er solution can be
fou nd , is used to detail mo st o f the necessary data.
A n u m b er o f b its o f in fo rm ation m ust be gathered , an d there is the need to assign responsibility

"
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for the material going overage. Responsibility is
attributed to either sales , manufacturing, or technical. Depending on the circumstances surrounding the product in question , any one of these functional areas could be held culpable.
Historical information also must be gathered
relating to the circumstances of how the material
was written down to ERV. For instance, material
that is defective but was inadvertently delivered to
the customer 's location is subsequently returned
on an RGT (returned goods ticket ). The circumstances surrounding the return must be recorded
along with the return of materials . All three areas
of responsibility are interested in knowing what
went wrong . No department likes to see product
returned to the plant nor likes to be held responsible for its return.
Currently, this information is gathered in the
MANAGEMENT ACCOUNTING /MAY 1987

manual system by different people at different
times. There is no good cross reference to determine where the historical information lies. As the
actual incident recedes into the past, there is no
efficient way to resurrect the product history and
the associated information that led to its writedown and its final disposition. This makes it difficult for concerned parties to derive common historical information about a product problem and
reconstruct how the prob lem was ult imat ely
resolved.
Each of the three functional areas kept information relating to its area of responsibility, but there
was no common repository that would coordinate
the whole. The logical area to gather this information is the cost accounting department —the department that has the ultimate responsibility for
the accurate valuation of inventory.
Because cost bears this burden, it is paramount
that all information relating to inventory return,
write -down, and damage due to manufacturing or
technical error be immediately incorporated into
the inventory accounts to assure accurate reporting of division assets. Because a manager's cost
center is going to be affected by the revaluation of
inventory, it is also critical that the cost departmen t s erve a s mo re t h an a mere recording
mechanism.
Often there will be honest disagreement between managers as to why the material had to be
written down, and whose cost center should bear
the ultimate responsibility. For this reason, the
cost manager should have a position within the
organization that parallels those managers that he
is expected to mediate.
To mediate effectively, the cost manager must
have access to all the information that the other
managers have, in addition to a thorough understanding of division policy dealing with inventory
revaluations. A perpetual inventory system on a
PC could go a long way toward giving the cost
manager the information he needs to see that the
job is done effectively and equitably.
Selecting the Tools
The system that was chosen to implement this
application-was the SMART System produced by
Innovative Software of Overland Park, Kansas.
This package is composed of a data manager, a
spreadsheet, a word processor, a time manager,
and a communications package.
The communications package holds a special
interest for our organization because much of the
headquarters reporting that is required in connection with revalued inventory is done manually. If
an effective application could be developed, it
would be even better received if there were a
mechanism to consolidate the information automatically. We hope that SMART's communicaMANAGEMENT ACCOUNTING /MAY 1987

tion capability will provide this mechanism.
The primary component of the SMART System
used for the application was the data manager,
which uses a virtual memory scheme that is most
appropriate for the prototype under discussion.
This scheme permits the user to develop models
that are only limited by the external memory of
the computer. This was an important consideration because some of our regions have a great
deal of distressed inventory on hand and because
the ultimate consolidation of all of this information will result in a very large file. A data manager
that limited its file size to the confines of RAM
(random access memory) would be ill equipped to
handle the application.
The SMART system also will directly convert
LOTUS and Dbase files into the SMART format.
This "cross vendor compatibility" is a tremendous
benefit to locations that have committed significant amounts of time to inputting information
into software other than SMART.
Creating the Model
The person creating the model should be someone very familiar with the problem. It should be
someone who is at home with a personal computer and the associated software and has a vested
interest in seeing that the project is undertaken
and carried to a successful conclusion. He or she
should have the time to complete the model and
the capability to follow through with the project.
It is not probable that the individual that undertakes this, or other significant PC applications,
will have an open -ended perio d of ti me for
completion.
There should be sufficient flexibility in the planning stages to allow for the inevitable problems
that will crop up. For instance, it might be discovered that additional hardware is necessary to run
the application. Perhaps it was originally thought
that the application would run on a floppy system
and suddenly it has to have a hard drive. Undoubtedly there will be at least one or two false
starts.
Unless a very similar application has been previously developed, there will probably be some
unique problems that must be overcome. These inevitable problems will stretch the implementation
date. The "just one more enhancement" syndrome
can cause a project to stretch indefinitely.
The individual who is responsible for developing the model should make every effort to ascertain what all end users want the model to do.
When this information is obtained, every effort
should be made to incorporate these capabilities
into the model at the beginning, rather than retrofitting them when the model is nearly done. If this
approach to the project isn't adopted, the project
will rapidly progress to the 90% completion point

The PC
prototype must
come down
from the ivory
tower into the
grimy work -ada y world.
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and then stay there until management abandons
it.
Out of the Womb

If a real
problem exists,
the PC version
can keep the
problem from
becoming
overwhelming
until systems
can address it.

Once the PC Prototype is complete, it is ready
to be tested in real life with real data. It's ready to
come out of the womb and into the real world
with all the people who don't know or care how
much time was spent in its development.
This is the environment that the PC Prototype
descends into. From the rarefied air of the ivory
tower to the dirty, grimy, "I haven't got time for
this" work -a -day world. This is why it is so important to choose your test site carefully.
Under ideal conditions, the chief executive officer and the board of directors would be keenly interested in the outcome of the test, and the applications developer would be on hand to address
any questions or problems directly. But in the real
world, the prototype is going to be sent to a location staffed with people who have other things to
do and not enough time to do them in. So, the
question remains, what do you look for in a site to
test the PC Prototype?
There must be a need. The system must address
a problem that is relevant to the people who will
be conducting the test. It's very hard to get someone to participate in something that he or she considers nothing but an academic exercise.
There must be a "key participant. " Someone in
the receiving location must either supervise the
operation or take responsibility for seeing that it is
implemented properly. This person must have
some st ake in the ou tcome. In the best of all
worlds, this key participant would be the applications programmer /designer.

There must be support from local management.
The key participant must be permitted time to get
the operation up and running. Because there will
be inevitable mix -ups and probable errors in the
initial stages, the person who is delegated to implement the operation must be provided the necessary support to assure that it is a success.
There must be adequate time provided. In the
installation of any system of any significance,
there wi ll be prob lems. It may t ak e several
months of concurrent reporting to assure that the
new system is operating properly and is producing
the correct results. If the system is jettisoned before it is given an adequate testing, a great amount
of time and effort will have been expended for
nothing.

There must be adequate equipment, both hardware and software. Well managed companies desire to accomplish things as inexpensively as possi bl e. Thi s is t ru e of my own. The q uest io n
becomes, what is the minimal amount that can be
expended and still adequately support the project?
It is up to the application's developer to articulate
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his needs effectively to assure that the requisite
equipment and software are provided. A savings
that paralyzes the project is no savings.
Real World Use
Once the site has been selected and the project
has been successfully implemented, inevitable
questions will arise in the day -to -day operation of
the project. These questions must be answered to
the satisfaction of the user so that he will have
confidence in the system and not try to bypass it.
It's during this phase that the application's developer finds out if his application is really as easy
as it seemed during testing. Once again, in the best
of all worlds, the applications developer is also the
key participant. If this is the case, all questions
can be handled at the implementation site.
If the developer is at another location, he must
be prepared to answer questions about the application. The developer must be ready to assuage
fears that something is going awry when an unusual happening occurs. Nothing turns a supportive key participant into a hostile user faster than
having his data trashed because of a program
glitch. Developers will experience three phases:
Extensive hand holding phase. Unless you have
a user that is familiar with the problem, familiar
with micros, and you have included help screens
that are on the order of LOTUS 1 -2 -3's thoroughness, you can anticipate a period of extensive hand
holding. This period is inversely related to how
closely your key participant and your application
meets the first three criteria detailed above.
Periodic strange occurrence phase. During this
phase the user is almost self - sufficient. He can
conduct day - today operations using the application without assistance. He is capable of doing everything that needs to be done except for those
things that are not daily occurrences. For instance, a year -end closing procedure.
There is more than enough support for main
corporate systems during year -end, but not for
micro systems. For micro systems, the applications developer is still the only game in town. The
problems encountered during this period will vary
based on the amount of preparation.
If there is an adequate procedure in the documentation, the developer might just point this out.
Depending on the key participant's level of sophistication, this might be enough support. It is
advisable to call the key participant as the time of
the anticipated occurrence approaches. This tactic
will engender confidence and emphasize that
there is continuing interest in the application.
Manual support phase. This is the final and the
most pleasant level of support. In this phase the
key participant and others at the site know how
the application works. Moreover, participants
themselves generally can resolve the infrequent
MANAGEMENT ACCOUNTING /MAY 1987

qu es ti o n s th at do ari s e by using the
documentation.
If this system isn't adapted to the main corporate system, it will have to survive without centralized support. It is unlikely that the applications developer will be in the same position
forever. This is why it is so important o share the
knowledge of operating the system as quickly as
time and user capability permit.
The one thing that the applications developer
doesn't want is for the application to be a magic
box that no one but he understands. A successful
implementation of the application at one site
should lead to subsequent implementations at other sites.

Prototyping: Pros and Cons

There are a number of primary and ancillary
advantages to the prototyping approach. The primary advantage is the saving of scarce systems'
and programmers' time. If a working model can
be developed on a PC by someone who is close to
the problem, let him do so. Then, if the application is providing the benefits that were anticipated, the systems people can study it to see if a division -wide adaptation would be appropriate.
The PC -based prototype can serve as a stopgap
measure. If a real problem exists, the PC version
can keep the problem from becoming overwhelming until systems can allocate adequate personnel
and machine time to address the problem.
Even if the application is a failure, someone had
to think through the problem; convince himself,
associates, and superiors that this was a problem
MANAGEMENT ACCOUNTING /MAY 1987

that a personal computer could be adapted to; and
try to do it. This type of activity will familiarize
people with the PC and what they are capable and
incapable of. This type of practical attempt to use
the machines will go further to establish a computer- literate user base than any number of disk based tutorials or lectures.
Available equipment is more fully utilized,
making it easier to convince management that additional equipment is necessary. When the new
equipment arrives, opportunities inevitably present themselves.
There are several disadvantages to adopting this
type of an approach to systems development. One
of the biggest disadvantages is the "Magic Box
Syndrome." Unless the application was developed
and implemented in the same location, the people
who received the application will have no understanding of the project, what it is supposed to do,
an d wh at it s lim ita tio ns ar e. Th is is wh y it is so
im portant that enough advance publicity and adequ ate support is attained before the application is
sent to the test site.
If the system that is being prototyped is of division interest and importance, then the data that it
co ntains is probably viewed with this level of im po rtance, too. Generally speaking, PCs are far less
secure than the major corporate system s. This
means that all of this sensitive inform ation is gathered in one place at each of the locations. Each of
th ese locations has varying levels of security consciousness. Th e im p or ta nc e o f th is information
makes periodic back -up imperative. As confidence
is placed in the system , it may becom e the sole
cache of inform ation that was maintained separately by an assortm ent of m anagers. It would be
a death blow if the system failed after people cam e
to rely on it. Failing to take adequate security and
back -up measures is a prescription for disaster.
Han d in h an d w ith t his la ck of se cur it y is t he
po ssibility that there will be a lack of uniform repo rting am ong the various divisional locations. At
least in the initial stages, assiduous assimilation
an d inpu t of the relevan t d ata is left to a per son
who m ay feel im posed on. In addition, because the
en tire system is em bodied in the PC, a skilled but
un scrupulous user could tam per with the calculatio ns or da ta input to m a ke h is location appear
more favorable than it really is.
I believe the advantages outweigh the disadvantages. The possibility of im m ediately addressing
an inform ation processing problem without havin g to wait until the system s departm ent can work
yo u into its schedule is very exciting_ The benefit
of increased com puter literacy within the organization sets the stage for greater and m ore significant contributions from all of the players. As users becom e aware of what can be done, they will
dem and m ore from them selves and others.
O
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To solve its accounting problems,
GESCO needed a system with
built -in internal controls, audit
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easily from its current system to a new one.
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At GESCO Corporation we faced accounting system problems and solved them by installing a microcomputer -based network system. Our solution
started with selection of a system and then continued with planning, installation, training, and dealing with the expected and unexpected problems.
The conversion was accomplished in a two -month
period. With proper planning and execution we
believe you can install a similar system in a similar
time frame.
GESCO provides information processing and
software development services and specializes in
processing data for financial institutions. To provide these services we use a large -scale IBM computer system.
Our clients are financial organizations located
in the West with combined assets approaching
$100 billion. GESCO's systems support on -line
real -time and off -line or batch processing of transactions for multiple financial applications.
The company's data center supports a telecommunication network of over 9,000 terminals handling over 1.5 million transactions per day and almost 200 automatic teller machines located at
over 1,000 branches of various client institutions.
Our general ledger package serves the needs of
our clients but it is not the best system for our
own accounting functions.
Selecting the System
Our first step was to define our requirements
and list all possible features a system might include. We consulted various publications and
sales literature to add to the lists.
We then reviewed the requirements with primary users and other interested parties. For example,
the review of accounts payable requirements was
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done by those directly responsible for this area
and the internal auditor. Our goal was to have an
easy to use system, with adequate built -in internal
controls, audit trails, and the ability to convert
from our current system to a new one with a minimum of fuss. Working with our users, we decided
which features were crucial, desirable, or of little
or no use.
At GESCO, we have the advantage of a wealth
of computer technical expertise. Our technical
staff assisted in the systems review and evaluation.
It reviewed compatibilities of alternative system
components and anticipated performance characteristics of various hardware and software. After
we determined our requirements, we evaluated
numerous systems and narrowed our search to
one mainframe solution, three minicomputer solutions, and one microcomputer network solution.
We then did "test drives" at either the vendor's
site or the office of a local user of the system. Our
test drive included entry of transactions we would
encounter on a daily basis. We set up accounts in
the chart of accounts, made journal entries of all
types, set up vendors, issued purchase orders, received against those purchase orders, paid vendors, issued invoices to clients, received payments
on invoices, set up and depreciated fixed assets,
analyzed sales, performed monthly and annual
closings and various other procedures. Spending
30 minutes watching a razzle- dazzle vendor demonstration does not constitute a test drive. Larger
systems require a thorough testing. Any vendor
unwilling to give at least five or six hours of his
time probably does not have sufficient confidence
in the system.
If the system under consideration is a multiuser
system, the multiuser capabilities should be evaluated. We observed response time and whether it
became unbearable under heavy usage. Then we
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reviewed the sys tem outputs. We evaluated
whether or not the capabilities would meet our
minimum standards and the standards of the accounting firm auditing our books. We considered
whether the system would be adequate for our future as well as present needs.
A flexible, easy -to -use report writer is a valuable part of any system of this magnitude. An alternative is the ability to download data into an
electronic spreadsheet where you can format and
structure the presentation of data to your needs.
Although the package we purchased did not allow
downloading we developed our own system for
downloading, and currently a portion of our financial reports are prepared with spreadsheets. It
is amazing how quickly you discover the limitations of a system and underlying support by performing a test drive. One vend or with a very
strong name identification, a slick presentation,
and impressive specifications, gave us a dismal
demonstration. Every question we asked sent the
vendor's representatives scurrying for the manuals
to find out how or even if their system could perform a certain procedure. Needless to say, we rejected this vendor for the obvious lack of qualified
support.

We selected Solomon III because it is flexible,
state of the art, and has sufficient capacity to handle our volume of work. It has the ability to handle our anticipated future growth. Also, the PC
network we put in place will be compatible with a
minicomputer system when our growth requires
such a migration.
System Conversion Planning

The vendo r provid ed us wi th a sch edule of
promised delivery dates for hardware and softMany vendo rs are rel uct ant to release the ware. From those dates we filled in the necessary
names of references. Understandably, they are tasks to be completed before and after delivery of
concerned that their customers will be annoyed by the system components. Within this framework
calls from potential buyers. For this reason we we evaluated the staffing requirements. These
only checked references for systems we seriously time needs were charted and evaluated.
considered.
The evaluation revealed potential trouble spots.
Once we developed a tentative system configu- In some cases we had overburdened some employration, we began our reference check. We had to ees and schedules had to be readjusted. We also
do some detective work to locate current users of looked at our needs for temporary help.
the system because the vendors would not release
Our first concern was translation of data from
names to us. It was worth the effort, however, be- our old system to our new system with minimal
cause our discussions with these individuals were disturbance to normal accounting activities. We
informative. For example, we discovered that one wanted to write a conversion program to incorpoof our potential system suppliers was not respon- rate historical data into our new system. The Solosive to user needs after the system was installed.
mon III system did not allow this and we planned
After we tentatively had selected a system we to input our historical data on a manual basis. We
reviewed the vendor's response to our request for planned to rely on our old sys tem to provide
proposal (RFP). Our written agreement with the history.
vendor included a list of systems specifications. It
Many computer experts now believe there is no
reviewed in detail how the system is expected to need to run a new system in parallel with an old
perform. It also listed our responsibilities as well system. We did consider a conversion with no paras those of the vendor and any related parties.
allel time, but to ease our minds we decided on a
The system we selected was the Solomon III ac- one -month parallel period. One month would
counting system running general ledger, accounts keep the duplication of effort to a minimum. Some
payable, accounts receivable, purchasing, sales companies prefer a longer parallel time to work
analysis, and inventory in a network of IBM mi- out any system problems and observe differences
crocomputers using Novell Netware as the Local from the old to the new system.
Area Network (LAN) operating system. In addiOur conversion to the new system was done all
tion, we ran the Solomon III fixed asset system on at once. Some companies, however, choose to cona standalone basis outside the network because of vert over an extended time period, a good strategy
the large size ofour fixed asset inventory.
for an understaffed department.
Check References
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Our systems
support on -line
real -time and
off -line or
batch
processing of
transactions for
multiple
financial
applications.
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We hired a consultant to aid in the installation
process, and help us cope with any unanticipated
problems. A major accounting firm was selected
because of its experience in installing, evaluating,
and working with similar systems. It provided services in the areas of vendor evaluation review,
training, and review of the documentation we created. We reduced by half the consultant's proposed cost by eliminating services we knew we
could handle.
A top -notch consultant should be able to help
with system evaluation and selection, installation,
and actual writing of the documentation. A consultant also should walk through major procedures such as month or year -end closings.
System Installation

We hired a
consultant to
assist us In
evaluating
vendors,
training our
staff, and
reviewing the
documentation
we created.
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The real fun starts when the system is installed.
Installation involves all aspects of the physical setup of system components. It includes loading software onto the network and the workstation. An
important task is the testing of the system both by
component and as a whole.
Because GESCO has the technical expertise, we
installed the communication cable ourselves. With
most networks the quality of the cabling is critical. Poor cabling may render an entire network
inoperable.
Next we set up the individual workstations,
which involves installation of hardware, operating
system software, application software, and hardware peripherals. It is important that the workstations function properly before they are attached to
the network.
When we did the installation, we found some
minor incompatibilities between some of our
hardware and some of our application software.
For example, an extended /expanded memory
board product would not function properly when
the network interface was loaded on the local PC
workstation. Because our agreement with our vendor guaranteed compatibility we were able to substitute products that fit in properly with the rest
of the system configuration.
The network is the next element of the system
that we installed. This included setup of the network file server, installation of the network operating system and applications, attachment of the
workstations, and other network hardware. The
network file server is a PC dedicated to management of the network and data storage on the
network.
Our vendor took primary responsibility for installing the network operating system although
our system administrator participated. Installation of the operating system, including the necessary test of the network file server took two days.
Part of the process was a rigorous test of the disk
storage on the file server.

As part of our new system, we equipped many
of the PC workstations with various productivity
enhancement software (Lotus 1 -2 -3, WordStar, RBase 5000 and others). We installed and tested
that software. Through testing we determined that
the various applications were compatible with the
network. It is possible that some applications will
not run on a workstation that is connected to a
network. This is because of potential conflicting
requirements for usage of specific portions of
memory.
The network may help improve usage of local
applications. Although many applications will not
run shared or cannot be legally run from the file
server (such as Lotus 1 -2 -3), it is still possible to
transfer work files through the network. Thus, if
two network users both have Lotus 1 -2 -3, one
user may transfer a spreadsheet file to the other
through the network. The second user may then
wo rk with the s p read s h eet on his local
workstation.
Finally, we installed the network application,
the Solomon III accounting system. We installed
it ourselves but had support available from our
vendor if it was necessary. Again, testing of the
software is a crucial step in the process.
Once the system was operating properly we put
it to immediate use. Our first step was to set up
users and the associated security. Then we began
our input process for historical data.
Completion of the installation process allowed
us to begin training our employees. Prior to installation, users had been able to "play" with a single
user version of the software in a demonstration
mode. The demonstration mode allows the system
to be used a limited number of times until the software is "unlocked." The software documentation
was available for some time in advance so users
became familiar with the system.
The training was conducted by our consultant.
To do it ourselves would have taken a significant
amount of time and would have delayed the imMANAGEMENT ACCOUNTING /MAY 1987

plementation. Also we would have missed various
system tricks that the consultant has learned.
The amount of training required depends on the
level of expertise of the system users and the quality and quantity of documentation and on -line
help available from the system. The Solomon III
system has excellent documentation and good,
comprehensive on -line help. These features reinforce the training sessions and are always available if questions arise.
Immediately after training, the accounting staff
began using the system. All high -level tasks were
performed by existing personnel. Other activities,
such as input of history, were completed by temporary personnel.
In addition to training on the application we
also completed training of key personnel in the
network operating system. This included sending
our systems administrator and several others to
training provided by the network vendor. At the
conclusion of this training, our GESCO staff was
probably more knowledgeable about the products
than the local vendor.
The Unexpected
How you cope with uncertainties determines
the success or failure of the system. Perhaps the
most important part of contingency planning is to
have the expected events well planned. Should
something unexpected happen, the remaining
pieces of the plan may be carried out routinely
while management deals with solving the unexpected problem. A good plan provides management with a thorough understanding of how the
system functions and enables it to quickly assess
the impact of unexpected events.
Trouble -Free Conversion
In addition to having a timetable, we also had a
detailed financial plan. We tried to anticipate any
unforeseen costs and prepared a plan of expenditures. We reviewed it with potential vendors and
asked them to indicate any changes required for a
properly functioning system. When we received
bids from vendors we were then prepared to estimate costs of implementation. We also considered
the costs of installing the system.
Despite our planning, we did have some unexpected costs. These were for items that for a minimal additional cost would significantly improve
the performance of the system. For example, we
found that by adding one additional workstation
dedicated to running the application we would
dramatically improve system performance and
ease system maintenance.
GESCO had a trouble -free conversion to a new
accounting system. The key factors were executive
commitment, proper planning, and execution by
qualified and committed staff members.
❑
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GlossaryofComputerTerms
Application System —a software product used to perform various
productive end functions. Contrast with operating system.
File Server —The computer holding the files in a local area network.
This computer also manages the needs ofthe network and the users
connected to it.
Local Area Network (LAN❑)—A❑group❑of❑computers❑interconnected
via a high speed communication system. In some systems, separate
LAN's may be connected to each other creating a LAN with many
users. A LAN may be as few as two users or as many as thousands
of users. Technically, the term LAN may refer to a network of microcomputers, minicomputers, or mainframe computers. Although,
usually LAN refers to several microcomputers (workstations) connected to a central microcomputer called the file server.
Mainframe Computer —A very large computer capable of handling
vast amounts of data in a centralized data processing environment.
Mainframe computers require highly trained personnel for operation, maintenance, and programming.
Microcomputer —A small size computer designed for the processing
needs of one person or a small group of people in a local area network. Microcomputers have become increasingly more powerful in
recent years. A microcomputer today has the power of a mainframe
of 15 years ago or the power of a minicomputer of five years ago.
Examples of microcomputers include the IBM PC or the Compaq
PC.
Minicomputer —An intermediate size computer designed to be used
in a centralized environment. Skill requirements of personnel are
typically less than those for a mainframe but the capability also is
less. Examples of minicomputers include the VAX series from
DEC and the System 36 series from IBM. The distinction between
microcomputers and minicomputers is becoming increasingly
blurred as microcomputers become more powerful.
Multiuser System —A computer application that allows more than
one user to use the system at one time. A multiuser system requires
special features in the software to prevent problems with file and
record handling.
Network —See Local Area Network. This term also may refer to
any system that has more than one workstation including mainframes, although common usage today usually refers to microcomputer based networks.
Operating System —The software that issues instructions to the
computer to manage such things as disk reading and writing, system environment, and other input and output. When running applications this software is transparent to the user.
Report Writer —A portion of an application system that collects
and summarizes data from a database and outputs it in a form useful to the user. The best report writers are easy to use and have
many features available to format a report as desired.
Request for Proposal (RFP)❑—A❑listing❑of❑specifications❑and❑requirements for a data processing system prepared by a potential
system user. A proper RFP is in sufficient detail to make clear exactly what is required in a system that the user intends to acquire.
The RFP is used to solicit bids from vendors of computer systems.
Workstation —A computer system or terminal for one user at a
time. A workstation may be a part of a LAN in which case the
workstation may be used by a single user in the LAN or by a single
user outside of the LAN.
❑
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Accounting
Education
Robert Rouse, Contributing Editor

Do Accounting Professors Push Public Accounting?

A recent conversation I witnessed between a college placement director
and a recruiter from private industry
disturbed me, The recruiter said he
was having a hard time attracting the
better accounting students to sign up
for interviews and implied that the accounting department faculty "pushed
public accounting." I knew I didn't,
and I wasn 't aware t h at m y c olleagues pushed it either, so I decided
to investigate.
I discussed the matter with several
student members of the accounting
honorary society, Beta Alpha Psi.
Their reaction to the "push" statement was unanimous and startling.
They agreed that public accounting
employm ent opportu nit ies were
stressed. When we talked further, I
realized how this perception had become "reality."
Public accounting's image on campus has been built through many
years of careful planning, great effort,
and at no little expense. The students
said that public accounting representatives always attended club functions, were available for presentation s, were most willing to cover
expenses of accounting - related activities, and provided many other opportunities for social and professional
advancement.
There was no need for overt or covert endorsement from faculty members, 'the accounting department, or
the placement office. Public accountants, themselves, had achieved the
strong image through time, effort, and
expense. Industry must plot its course
now.
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The Strategy
Campus recruiting has become a
year -round process. Although most
interviewing is completed in the fall,
and students accept offers by the
Christmas holidays, representatives
from public accounting continue to
support campus activities during the
spring. Once a graduating class has
taken jobs, priority shifts to finding
qualified students in the next group.
Companies must face public accounting firms on their home turf—in
the fall. Public accounting firms finalize offers during October and November for fall, spring, and summer graduates. Man y c om p an ies c om e t o
campus in the fall and interview fall
graduates only, then return in the
spring looking for spring graduates. If
they continue this practice, they will
lose the best spring graduates to public accounting firms in the fall.
Companies also have to promote
themselves, a critical step in building
an image. They should contact a faculty advisor to various accounting organizations and send him or her brochures to hand out describing the
jobs the company is offering. Students know what to expect as beginning staffers in public accounting, but
because there are no common characteristics of an initial job in private indus try, they need a detailed
description.
A physical presence on campus
also is effective_ It isn't the length of a
visit that matters but the number of
visits. Several companies could present a joint career program on opportunities in management accounting.

Banking and finance are examples.
Then representatives should attend
subsequent accounting club meetings
and events throughout the year so
students will recognize them. An image or presence evolves over time —it
doesn't just happen. The commitment
is a lengthy one and may not pay immediate dividends.
The Interview
Many public accounting firms sponsor social events the evening before
so students will feel more at ease on
interview day. If companies take this
route, they can ask the placement office to provide interviewees' names
so that each interviewer can attempt
to meet those students whom he /she
will interview. On the day of the interview, a recent graduate can serve as
a greeter, meeting the students and
talking with them until the interviewer
is available.
Companies also should select the
interviewer carefully — preferably
someone who works in the related
area. Avoid using the director of personnel who arrives with a shopping
list of two engineers, three chemists,
one accountant, and so on.
During the interview:
Emphasize the positive attributes of
the initial job, especially those that
are different from public accounting,
such as overtime and travel. Avoid direct comparisons however. A subtle
awareness and confidence are better
than debasement of the competition.
Illustrate a career path in industry.
This information is critical because
there are so many different paths.
Don't assume that accounting majors want jobs that primarily involve
accounting. They may be interested in
cost accounting or internal auditing
but frequently pursue jobs in banking,
finance, law, insurance, and other
fields.
Discuss the type of commitment expected from the job. Long hours, extensive travel, high turnover, and subsequent jobs with clients are common
characteristics of public accounting.
The student is offered the opportunity
to develop good work habits, gain the
practical experience to become certified, grow up, and find a client with
058
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The Tension Between Management
Accounting and Financial Reporting
FASB is sensitive to the need to provide accounting data
useful for both external financial reporting and management decision - making purposes.

By Victor H. Brown
Accounting information is important to the management and control ofcompany operations. One
use of accounting information is to portray the
relative success of operations —to find out how
much was made on a particular product, to measure the success ofa division or product line, or to
answer the question of how well the company as a
whole performed.
The present transaction -based accounting system, which matches costs with related revenues,
attempts to relate efforts and accomplishments to
give a measure of success. Profit measures are
used to help make a variety of economic decisions
on company plans and operations.
Typically, companies tailor accounting procedures to their own situations. Management flexibility to tailor accounting data to their intended
use is vital. So also is the ability to modify accounting procedures to adapt to changing corporate circumstances.
Management vs. Financial Accounting
From a financial reporting perspective, the economic activity of a firm must be reported as faithfully as possible, without coloration for the purpose of influencing behavior in any particular
direction. Accounting information should be as
factual or as objective as possible.
Standards should not be structured for the purpose of forwarding a particular economic, social,
or political goal. This neutrality consideration, so
important for financial accounting, is inappropriate for management accounting. Here, accounting
information is purposefully tailored to further
management's objectives. To be useful to management, it must be objective as to the facts, but it is
compiled to provide a basis for achieving management goals.
Comparability of information among enterprises also is important from a financial accounting perspective but may have less relevance from a
management accounting perspective. Of course,
comparability must not be pursued by standards
setters to the point of unjustifiable uniformity
where basically unlike events or transactions are
MANAGEMENTACCOUNTING/MAY 1987

cast in the same mold. But for the benefit of external users, reasonable assurance that similar events
and transactions are reported in a similar way,
both among companies and over time, is essential
if meaningful comparability judgments are to be
made.

Achieving comparability requires accounting
standards. These standards do set limits or boundaries on flexibility. Because the standards are of
wide application, fairly high thresholds of objectivity and verifiability are needed. In certain situations, management accountants will view financial
accounting standards as inappropriate restraints
on flexibility.
So it is that tension arises between the focus and
purposes of management accounting and those of
financial reporting. But in no way does this mean
that management accounting and financial reporting should go their separate ways. Indeed, they
cannot. After all, the same basic transaction data
are used for both purposes, although the data may
be assembled and adjusted in somewhat different
ways. Further, executives have a vital interest in
how corporate financial results are presented to
users of financial statements.

Victor H. Brown is a
member of the
Financial Accounting
Standards Board.
Expressions of
individual views by
members of the FASB
and its staff are
encouraged. The views
expressed in this
article are those of Mr.
Brown. Official
positions of the FASB
are determined only
after extensive due
process and
deliberation.

Financial Management Concerns
Companies are understandably affected by, interested in, and concerned with the financial accounting standards- setting process. Some con39

cerns that have been expressed over the years
include:
• Are changes in accounting standards really
need ed , an d how fast mu st th ey be
implemented?
• Do standards reflect economic reality?
• What will be the economic consequences?

management

It is to
everyone's
benefit that the
comments we
receive from
corpora to
are as factual
and specific as
possible.

40

Stability vs. Change. Management generally desires stable financial accounting standards. Any
externally mandated accounting change, not internally developed or internally perceived as an improvement to the corporate information system,
involves some net cost and can be disruptive.
Commenting on a proposed accounting change,
a savings and loan executive said "all that the savings industry asks is to be able to anticipate and
plan for the future. The constant changing of rules
and regulations has left us not knowing where to
or how to cope with the turmoil." And, shortly
before his retirement as chairman of Citicorp,
Walter Wriston said, "one of my dreams has always been to be allowed to keep the books of Citicorp the same way for two years in a row so we,
and our investors, would know how we are
doing."
The question of whether change in accounting
standards is needed and, if so, how fast it should
be implemented is a reasonable one. Costs are incurred whenever changes are made. Because these
costs initially fall on preparers of financial statements, management has a real interest in whether
a change is worth its cost.
The FASB strives to change financial reporting
standards only when perceived benefits to users of
financial statements are expected to outweigh the
costs to preparers of those statements. The Board
seeks information on the costs expected to result
from making a proposed accounting change. The
challenge is to identify needed changes on a timely
basis, and ensure that any mandated changes in
standards are cost effective.
Do Standards Reflect Reality? Sometimes, companies are critical of specific proposed accounting
standards on the ground that they ignore, or fail
to reflect, economic reality. It is alleged that
sometimes legal form, or theoretical purity, or
consistency of logical thought, are allowed to outweigh basic business realities in developing accounting proposals.
Such concerns are understandable. The chore of
explaining to nonaccountants a particular accounting result that seems inexplicable except in
terms of the accounting methodology involved is
unpleasant. It is satisfying to no one to describe an
accounting result as making no business sense, but
as being the result of applying a mandated accounting rule.

Certainly, financial accounting should reflect
economic reality. Indeed, the FASB has stated
that an important characteristic of accounting information is representational faithfulness. By this
it means that accounting should in fact measure
what it purports to measure. So, economic reality
is important and substance should be stressed
when it demonstrably differs from form.
The Board attempts in many ways to determine
whether proposed accounting solutions appropriately reflect business reality and the substance of
transactions. Controllers and other corporate executives, with their extensive experience in business operations, provide invaluable input to the
Board. We recognize that these individuals are in
a unique position to appraise the reasonableness
and understandability of results produced by accounting methods. If results produced by proposed accounting standards are not understandable to the managements of affected companies,
there is certainly reason to challenge the proposed
standard. Further, because they are involved with
explaining company results to security analysts,
financial executives are also a source of information concerning the interests of statement users
and of the business realities these users seek to
understand.
But economic reality is elusive. Neither financial accounting nor management accounting is
able to measure all dimensions of reality. For example, many assets and aspects of performance
are simply not measured by accounting systems.
Brand name franchises, employee goodwill, and
proprietary technology are all real assets. But,
partially because their values fluctuate and are
hard to measure objectively, financial statements
typically do not reflect their real value —the economic reality. And, periodic income figures typically do not measure all aspects of periodic management performance.
Reality, like truth, is very much a relative —not
an absolute— thing. Often it exists in the eyes of
the beholder.
At the accounting standards- setting level, discovering reality and distinguishing form from substance is a judgmental process. Consider, for example, the question of whether the interest cost of
debt used to finance the construction of fixed assets should be capitalized. When this question was
considered by the FASB, constituents from the
corporate community were about evenly split on
the issues —with both sides arguing for economic
reality. One group argued that, in reality, interest
is a financing cost and should be written off as a
period charge. The other group argued that interest is, in reality, as much a cost of the asset as are
materials and labor. Therefore, it should be capitalized. The Board, in SFAS 34, came down on
the side of capitalization but it was clearly a judgMANAGEMENT ACCOUNTING /MAY 1987

ment call —not a discovery of absolute truth.
The Board wants subst ance to prevail over
form. Happily, for the vast majority of business
transactions, form and substance are considered
to be the same. But sometimes they are not. Thus,
some transactions legally structured as sales are
treated as liabilities, and other transactions resulting in legal liabilities are treated as, in substance,
sales. There is no absolute test as to when an item
or transaction, in reality, has a substance different
from its form.
What are the Economic Consequences? Several
kinds of economic consequences can be identified.
For example, how will external investors and
creditors view company health and periodic performance? In 1986, a large number of electric utility companies vigorously opposed proposed standards of accounting for plant abandonments and
cost disallowances. The proposals called for current loss recognition for these events, so that earnings would be reduced and debt /equity ratios increased. Affected companies argued that the
proposed changes would impair their ability to
raise capital.
Similar arguments were heard from savings and
loan institutions opposing a proposed change in
accounting for loan fees. The change would involve recognizing fee revenues over a longer period of time than is present practice. The changes, it
was claimed, would reduce savings and loan capital and earnings, and thus, financial health.
Another concern is; Will proposed standards
that are designed to serve external users be inappropriate for measuring internal performance
This can mean that a required external reporting
standard will have a dysfunctional result in terms
of management's objectives. If an accounting
practice designed for external reporting is adopted
for internal purposes, the business will be run on a
measurement system not designed to further management objectives or long -term co rpo rat e
profitability.
On the other hand, if separate measurement
systems are used for internal and external reporting, the effect can be disorienting. Means must be
designed to reconcile the two measures. At a minimum, this is costly.
Pressures exist to accommodate management
behavior to produce favorable externally reported
results, and it is sometimes argued that particular
accounting rules will cause uneconomic actions to
be taken. When the Board was considering the
subject of pension accounting, many said that the
proposed accounting changes would produce uneconomic pension funding decisions, and the
changes might imperil the very viability of defined
benefit pension plans.
Economic consequences considerations are difficult for the FASB to factor into its decisions. It
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is no overstatement to say that the very existence
of the Board depends upon both the real and perceived objectivity and evenhandedness ofits decision- making process. Board decisions must not,
either in fact or in perception, deliberately favor
one group or economic or political objective at the
expense of another.
However, the Board has an obligation to assess
whether proposed accounting changes are cost effective and it attempts to understand the impact
proposed accounting alternatives will have on the
financial reports of affected companies.
The Hard Facts
In setting standards, the FASB actively seeks
comments and recommendations from controllers
and other corporate executives. It is most helpful
to us if company responses are as factual and specific as possible. A number of Board decisions are
judgmental. But it is to everyone's benefit ifthis
judgment is based on as much in the way of hard
and specific evidence as possible.
As they participate in the standards - setting process, it may be helpful for management accountants to bear in mind that:
• Management accounting and financial reporting do have different focuses and perspectives.
Accordingly, some financial accounting standards will not necessarily meet some of the
company's management accounting objectives.
• There are differences in views among companies concerning not only what management accounting practices are appropriate but also how
corporate results can best be communicated to
the outside world.
• Individual corporate viewpoints will not necessarily prevail in a standard - setting environment
where the objective is to establish rules serving
the best interests of all involved in general purpose reporting —the preparers, the auditors,
and the users.

The FASB
strives to
change
accounting
standards only
when the
benefits to
financial
statement users
are expected to
outweigh the
costs to
preparers.

Historically, the needs of private owners and
managers of business enterprises for accounting
information may antedate the needs of external
users. However, the growth of public investor participation and the need for credit gave rise in this
country to laws requiring adequate financial disclosure as a fair basis for investment and credit
decisions. Therefore, management accountants
will continue to bear the burden of providing accounting data that are useful for both management decision making and external financial reporting purposes.
Although the FASB focuses on external financial reporting, it is sensitive to the duality issue.
The Board is dedicated to evaluating costs vs.
benefits when issuing new standards.
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Here's how you and your staff can benefit immediately from this 3'/2 day educational program:

Learn

Find Out

about "Waste in Government" from Jack Anderson,
Investigative Columnist and member of the Citizens
Against Government Waste. Hear former Attorney
General Griffin Bell gives a special address on "The Role
of the Accountant in Corporate Governance and in the
Investigation for Wrongdoing ". Listen to Charles Callard,
Chairman of Callard, Madden & Associates, Inc., explain
"Managing Shareholder Value ".

"What Should Your General Ledger System Really Do
For You ? ", from Felex Kaufman, President & CEO of
Consco Enterprises, Inc. Get a practical view of the
efficiencies to be achieved as Robert Adams, Executive
Vice President, Xerox Corporation, talks about "Office
Automation ", and hear Dr. Sharon Crain explain how to
"Get Out of Your Rut ".

Discover

your competence in the tax area, as Roscoe Egger
(Former IRS Commissioner) Partner in Price
Waterhouse, discusses "Federal Taxes ". Increase your
vision of the world economy, as Barbara Thomas,
former SEC Commissioner, now Senior Vice President,
Bankers Trust, addresses "International Capital
Markets —The Accounting Challenge ",

Exchange
ideas on women's roles and rewards, as Joy Picas,
Los Angeles Councilwoman, talks on "Equal Worth ".
Compare views with William Mehnert and Wilson
Learning, in a special seminar titled "The Ethical
Dilemma ". Share and gain experience with a special
"Small Business Panel ",

Improve

relations in your organization, as Janice Eddy,
prominent head of her own Management Consulting
Firm, discusses "Women and Men: Working as
Colleagues ". And join the seminar on "Personal Safety"
to consider the increasing travel and other exposure of
professional women, as well as rape prevention.

Topics that enhance
your skills:
Tax Simplification * Office Automation • Small Business
Practices • Creative Problem Solving Without Conflict
• Waste in Government • What's Right With Management Accounting? • Ethics in the Business Community
Current and Future Outlook for the International
Monetary System * Equal Worth — Equal Pay • Multi National Accounting Concerns.
s

"What's Right With Management Accounting" from
DuPont's Senior Vice President and Chief Financial
Officer, Jack J. Quindlen. Listen to Professor J. Don
Edwards, of the University of Georgia, speak about
"Audit Committees — Impact on Management
Accountants ". Hear Henry J. Johansson, National
Director, Manufacturing Industries, Coopers & Lybrand,
explain "Just -In -Time Inventories ".

Add To

To register for the NAA Conference, complete
the advance registration form in the
March issue of Management Accounting
or call

1-800-237-2508
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FASB ignores its own conceptual framework when necessary
to rule the way it wishes.

By H. Jim Snavely
The Financial Accounting Standards Board is a
quasi - governmental body because it performs a
governmental function. It makes rules which have
the effect of laws, and those laws affect hundreds
of thousands of people who have absolutely no
voice in the selection of the Board members.
But more and more of the people affected by
the FASB rules are displeased with a number of
those rules. The FASB's conceptual framework
has too many significant deficiencies to properly
guide FASB decisions.' Even the FASB ignores its
own conceptual framework when necessary to
rule the way it wishes.'
One of two major changes is essential. One possibility would be to allow the people affected by
the rules to have more voice either in the selection
of the board members or approval of individual
rules. The Board members could be voted in via a
national election of some type or all the rules
(statements) voted on separately.
As one can imagine, numerous problems arise
under this approach. Who votes? Only CPAs?
Only accountants with college degrees? Anyone
interested? How are potential Board members
nominated? A national convention? Or perhaps
trustees of the FASB select? Anyone can volunteer? If each law is voted on separately, is the vote
taken on an entire "statement" or is the statement
subdivided into components?
A second alternative is to continue the present
process, but establish a constitution/bill of rights
to serve as a basis for laws written by the FASB
and SEC. The constitution/bill of rights would
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need to be written by a much larger body than the
FASB, and it would need widespread acceptance.
Some form of national vote probably would be
necessary, Then, the laws could not be unconstitutional nor abridge the rights granted in the bill of
rights. Conflicts between "rulers" and "rulees"
could be taken to court where interpretation of
the laws differed. This second alternative presents
many pitfalls.
But if the present system is to continue successfully, the "rulers" and the "rulees" need to agree
in writing on the basic concepts of financial accounting. This written agreement on basic concepts could be called a constitution.

H. Jim Snavely is a
professor, College of
Business, The
University of Texas at
Arlington.

Bill of Rights
One possible accounting bill of rights is illustrated in Table 1.
It should be clear to the reader that before the
first three proposed bill -of- rights provisions could
be implemented effectively, the constitution would
need to describe clearly what constitutes an asset,
a liability, owners' equity, revenue, gain, expense,
loss, and net earnings.
A law, for exam ple, preventing a law m aker
from requiring the reporting of an item as an asset
when it is not an asset can hardly be expected to
be effective if one cannot determ ine what an asset
is. Those fam iliar with the FA SB's conceptual
fram ework recognize that this step was undertaken by the FASB in Statem ent of Fin ancial Accounting Concepts No. 3 and to a lesser extent in
Statem ent of Financial Accounting Concepts No,
5.
Before the proposed fifth provision could be im43

to indicate how those items are to be measured.
Before one can determine whether an asset is
overstated or understated, one needs to know how
to measure that asset. This step also was undertaken by the FASB, to a limited extent, in the
Concepts No. 5.
If it could be effectively instituted, a Bill of
Rights similar to the one proposed, would protect
individuals and firms from being forced by some
body with law- making power to misrepresent
their financial statement data. Rule makers, for
example, could not require what amounts to a pay
raise (in the form of a pension or pension increase)
to be reported as an asset and a liability, or require firms to report as a liability an amount related to possible future income taxes on subsidiary
retained earnings when either no taxes will be
paid in the future or the payment will be made in
such distant future that the present value of the
amount approximates zero.
Firms could not be required to report an expense where firms sell stock to employees and the
market value of the shares has increased from the
time the employees received some rights to purchase to the time the employees have all rights to
purchase (vest), unless assets, liabilities, and expenses have been defined in the constitution to
permit or require such accounting.
An Accounting Constitution

1 propose a
financial
accounting bill
of rights.

A major problem with the FASB's conceptual
framework is that the concepts statements are not
authoritative. No one, not even the FASB, is required to use the ideas expressed in its conceptual
framework. For example, items such as so- called
preferred stock that have either a specified redemption date or are redeemable at the option of
the holder clearly meet the characteristics of li-

Table 1
Financial Accounting Bill of Rights

I

No entity w ill be required to report in Its financial statements any item as an asset, liability, or ow ners' equity that
is not an asset, liability or ow ners' equity, respectively. 3
No entity w ill be required to report In its financial statements any item as revenue, gain, expense or loss which is
not revenue, gain, expense or loss, respectively.
No entity w ill be required to report in its financial statements any item as affecting net earnings w hich does not
affect net earnings.
No entity w ill be required to represent in its financial statements any item to be something it is not.

V

No entity w ill be required to overstate or understate in its
financial statements any asset, liability, owners' equity, revenue, gain, expense, loss, or net earnings.

abilities described in the conceptual framework,
yet companies are not required by the FASB to
report these items as liabilities.
Clearly, the FASB has not conformed its subsequent rules to the conceptual framework provisions. What is needed is a written document —
constitution —that is authoritative and must be
followed. While the bill -of -rights would protect
people /entities from being required to do things
that should not be done, the constitution would
require them (an d th e rul e mak ers) to do t he
things that should be done.
Major issues whose resolution is essential to the
successful development of an accounting constitution in cl u de t h e fol lo win g (no t i n ord er o f
importance):
• Must balance sheets include only assets, liabilities, and owners' equity or can they include
debits other than assets and credits other than
liabilities and owners' equity?
• If balance sheets can include other debits and
other credits, what characteristics must items
have to be included as an other debit or other
credit?
• What characteristics must an item have to be
labelled:
an asset,
a liability,
owners' equity,
revenue,
expense,
gain or
loss?
• What characteristics must an item have to increase or decrease net earnings?
• How should assets, liabilities, owners' equity,
revenue, expense, gain, loss, (and other debits
and other credits if included on the balance
sheet) and net earnings be measured?
Composition of Balance Sheet. In preparing its
conceptual framework, the FASB implicitly assumed that a balance sheet should contain only
assets, liabilities, and owners' equity. Nowhere in
its writings is this issue discussed or the alternatives presented for consideration. The FASB appears to believe that by presenting only assets, liabilities, and owners' equity on the balance sheet,
and by rigorously defining assets and liabilities,
theft the rigor, and thus reliability, of financial
statement data can be maximized.
Current balance sheets, however, contain items
that do not meet the FASB's concept of assets or
liabilities or owners' equity, and some of those
items are the result of FASB requirements. Examples are deferred income tax credits, deferred investment tax credits, credits created when prices
on items under long -term purchase commitments
MANAGEMENT ACCOUNTING /MAY 1987

Is the right to
use property
sufficient to
justify
recognizing the
property as an
asset on
financial
statements?
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decline, deferred gain from a sale and lease -back ple, if a company is assured beyond a reasonable
contract where the lease is an operating lease, in- doubt that a tax benefit will result in the future
tangible asset created upon adopting a pension from a tax -loss carryforward, is that benefit an asplan, and foreign currency translation adjust- set for financial statement purposes? What if it is
men ts ap pearing i n t he s tockh old ers' eq ui ty only probable that the company will derive benefit
section.
in the future? Or what if a company is virtually
It appears that an acceptable definition of as- certain that future benefits from research or develsets, liabilities, and owners' equity will not be so opment efforts will easily exceed the costs inbroad as to encompass all things which will need curred, does the company have an asset for finanto be reported on the balance sheet. (Of course, cial statement purposes? These items represent
this statement may not turn out to be true.) Thus, only examples of the problems related to future
it appears that future balance sheets will include expectations.
other debits and other credits. If so, the constituCharacteristics of liabilities The FASB has said
tion would need to identify their characteristics that: "A liability has three essential characterisand indicate whether they should be separately tics: (a) it embodies a present duty or responsibilclassified (my preference) or shown on the balance ity to one or more other entities that entails settlesheet as assets, liabilities, and owners' equity items ment by probable future transfer or use of assets
as is now the case.
at a specified or determinable date, on occurrence
At present, many of the other debits and credits of a specified event, or on demand, (b) the duon balance sheets result from the need to report a ty... obligates a particular enterprise.... and (c)
useful (i.e., relevant, reliable, understandable) the transaction or other event obligating the enterearnings figure on the income statement. If this prise has already happened." To clarify the meanidea continues, a clear understanding of what ing of a duty or obligation, the FASB indicated
earnings purports to represent is essential.
that the "... existence of a legally enforceable
Characteristics of Assets. The FASB indicated claim is not a prerequisite for an obligation to
that "An asset has three essential characteristics: qualify as a liability... " S
(a) it embodies a probable future benefit that inAgain, a constitution would need to clarify the
volves a capacity... to contribute... to future net FASB's liability definition. For example, virtually
cash inflows, (b) a particular enterprise can obtain all leases and all purchase commitments meet
the benefit and control others' access to it, and (c) these criteria. Under present GAAP, however,
the transaction or event giving rise to the enter- many if not most leases are not reported as liabilprise's right to or control of the benefit has al- ities and neither are the commitments. Further,
ready occurred.
such items as deferred income tax credits do not
This idea of an asset is, perhaps, the least con- meet the three criteria (there is no present duty or
troversial of the FASB's definitions, but even here obligation), yet these items are reported as liabila constitution would need to clarify. Two com- ities. If leases and commitments are not liabilities,
monly encountered transactions are leases of the FASB's definition needs to be changed perproperty and purchase commitments. Under pre- haps by merely clarifying what is meant by "the
sent GAAP, some leases and no purchase com- transaction or event obligating the enterprise has
mitments are considered assets. Yet, all leases and already occurred." Maybe another liability charall purchase commitments could reasonably be acteristic is the absence of any necessary future
considered to meet the three criteria for being an event. If this criterion were added, however, nuasset. A lessee has a right to use property and has merous present liabilities would not be liabilities,
the property on hand; the lessee does not have the e.g., pensions, warranties.
right to sell the property (but a right to sub -lease
If deferred income tax credits are liabilities, the
in some instances would be equivalent to a right to FASB's definition also would need to be changed,
sell).
perhaps by omitting the characteristic p r e s e n t
An issue which needs to be decided is: Is the duty or obligation, and requiring only (1) a probaright to use property sufficient to justify recogniz- ble future transfer and (2) a past event. This step,
ing the property as an asset on financial state- however, may result in reporting as liabilities such
ments? If not, what other rights or conditions are items as employees' future salaries, i.e., cash probneeded? A company with a purchase commitment ably will be transferred in the future, and a past
has the right to receive, use, and sell a property, event has occurred —the employees have been
but the property is not on hand. Are these rights hired!
sufficient to recognize the property as an asset? Or
Characteristics of earnings. While the problems
must the asset be on hand?
to be resolved in determining the balance sheet's
Another asset - related issue that needs clarifica- composition, the characteristics of assets, and the
tion is the role of future expectations in determin- characteristics of liabilities are numerous and ining whether or not an item is an asset. For exam- tractable, they pale beside the problems related to
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selecting the characteristics of items which should
increase or decrease earnings. This level of difficulty in defining earnings, probably, is what
prompted th e F ASB to create a n ew concept
which the FASB labelled "comprehensive income" and to refrain from identifying the characteristics of earnings after doing a commendable
job of identifying the characteristics of assets and
liabilities.
The comprehensive income idea probably will
be of such little use in the future that discussion
here will focus only on earnings.
A useful constitution would need to include in
the identification of earnings characteristics provisions that would clearly describe:

Some existing
laws written by
the APB and

* What earnings purport to represent,
* Whether or not the purchasing power of money
is relevant,
• Whether or not (and when) changes in prices of
assets held and liabilities owed should affect
earnings, and
• When revenue, expenses, gains, and losses
should be recognized.
These four issues, along with others, were to be
resolved in the FASB's Statement of Financial
Accounting Concepts No. 5, but for the most part
they were not.

are
inappropriate
What should earnings represent and is purchasand should be
ing power relevant?
changed.
The Board said "Earnings is a measure of performance during a period that is concerned primarily with the extent to which asset inflows associated with cash -to -cash cycles substantially
completed (or completed) during the period exceed (or are less than) asset outflows associated,
directly or indirectly, with the same cycles."
(Concepts No. 5, par. 36) and
"Earnings focuses on what the entity has received
or reasonably expects to receive for its output
(revenues) and what it sacrifices to produce and
distribute that output (expenses). (Concepts No. 5,
par. 38) and
"The Board expects the concept of earnings to be
subject to the process of gradual change or evolution that has characterized the development of net
income." (Concepts No. 5, par. 35) and
"... the measurement scale in current practice is nominal units of money (that is unadjusted for changes in purchasing power over
time) and... the Board expects use of nominal units to continue." (Concepts No. 5, par.
3)
"However, a change from present circumstances (for example, an increase in inflation
to a level at which distortions become intolerable) might lead the Board to select anoth46

er, more stable measurement scale." (Concepts No. 5, par. 27, emphasis added)
Knowing that earnings represents a measure of
performance, that it focuses on entity receipts,
that the present concept will change, and that current practice reports nominal units of money (but
the Board may change the latter) is not sufficient
for a constitution. The critical issue is: What must
occur for the performance to be good or bad?
One question which needs an answer is: Does a
firm have earnings when it increases the number
of dollars (more broadly speaking —units of money) it owns regardless of whether the money will
buy more or less than the lesser amount of money
owned at the period's beginning? Alternatively
worded: in determining whether or not a firm had
earnings for a period, is the relevant characteristic
of dollars (money) the number of or the purchasing power of the dollars?
The FASB did not consider this conceptual issue (in writing), nor did it identify the issue in the
discussion memorandum or exposure drafts related t o it s co ncep tual framewo rk. Instead, the
FASB described this issue as a measurement issue
which was to be resolved when the FASB dealt
with measurement matters, but it never was.
Many statement users have rejected use of constant- dollar numbers reported as supplementary
information to GAAP financial statements, but
they may do the same with supplementary historical -cost numbers were GAAP financial statements to be prepared on a constant - dollar basis.
There is no evidence that users have considered
the issue of the appropriate characteristic of money for earnings definition, but there is much discomfort with the idea of earnings existing where a
firm is worse off, e.g., public complaints of income
taxes being assessed even though a company has
had no "real" earnings.

Should changes in asset /liability prices affect
earnings? If so, when? And when should revenues,
expenses, gains and losses affect earnings or be
recognized?
The FASB conceptual framework provisions
for recognizing revenues and expenses appear adequate and noncontroversial so they are not addressed here.
Related to changing prices and gains and losses,
the FASB said:
"Information based on current prices should
be recognized if it is sufficiently relevant and
reliable to justify the costs involved and
more relevant than alternative information.
The merits of recognizing changes in prices
may be clear i n certain cases... In other
cases, the relative merits of information
based on current prices... may be a matter
MANAGEMENT ACCOUNTING /MAY 1987

of dispute... those relative merits must be
evaluated in the light of circumstances of
each case." (Concepts No. 5, par. 90, emphasis added)
and
"Gains commonly result from transactions
and other events that involve no "earning
process," and for recognizing gains, being
earned is generally less significant than being realized and realizable." (Concepts No.
5, par. 83b)
and
"An expense or loss is recognized if it becomes evident that previously recognized future economic benefits ofan asset have been
reduced or elimimated or that a liability has
been incurred or increased, without associated economic benefits." (Concepts No. 5, par.
87)
and
"Rather than attempt to select a single attribute [for measuring assets and liabilities]
and force changes in practice so that all
classes of assets and liabilities use that attribute, this concepts statement suggests that
use of different attributes will continue... "
(Concepts No. 5, par. 70, emphasis added)
A constitution to be useful operationally would
need to include provisions which clearly indicate
the attributes of assets and liabilities to be measu red an d wh et h er o r n o t chan ges i n those
amounts are gains or losses (to be reported as part
of net earnings). There would be no reason to believe that a "single attribute" would be selected
for all assets and liabilities. Probably different attributes would be chosen for (1) cash and near
cash items, (2) items held for investment, (3) items
held for sale in the normal course of business, (4)
items used in the business over time periods exceeding one year, (5) liabilities due in the near future, and (6) liabilities not due in the near future.
The attributes would need to be clearly specified
and they would "force changes in practice" if the
ones chosen differed from current practice. A constitution would and should eliminate much of the
evaluation "in the light of circumstances of each
case."
Securing agreement among participants in this
area will be enormously difficult. For example, a
consensus on how to measure marketable securities held for investment would seem to be relatively easy. One possibility would be to report these
items at market value and recognize the changes
in market value as gains or losses in calculating
net earnings. However, representatives from, say,
the banking industry will object to using market
value figures for the investments in debt securities.
A major argument will be that because these secuMANAGEMENT ACCOUNTING /MAY 1987

rities can be (will be) held to maturity, the market
value at any time point between investment and
maturity is not relevant.
In this instance, the losses would be offset by
subsequent gains or vice- versa. Does an increase
(decrease) in market value of marketable securities mean that a company has a gain (loss) which
should be reported on the income statement? This
question is one of the several basic issues on which
opinion varies but which consensus needs to be
obtained. And a consensus will not be obtained
unless the problems are made explicit and the issues are widely discussed to the extent that implications are understood.
Change the Laws
A number of the existing laws written by the
APB and the FASB are inappropriate and should
be changed. The bad laws were written in spite of
the fact th at the APB and FASB, throughout
their existence, have been composed of intelligent,
competent people with good intentions. Many of
the bad laws result from the lack of some form of
accounting constitution in which the accounting
profession and business world agree at least on the
basic issues discussed here.
The accounting profession has two choices.
One, it can continue with the FASB (or whatever
body replaces it) making laws based on the vote of
four members (or majo rit y). Which laws are
passed depends on who is on the FASB and how
much pressure each member feels from the various groups affected. The pressures under present
circumstances can be intense because agreement
among the parties involved has not been secured
even on the very basic issues.
Two, the profession can engage a large number
of people interested in and affected by financial
statements in a dialogue on accounting's basic issues and develop a form of constitution which the
FASB (or other lawmakers) must follow. This latter course will take much time and effort and may
be impossible, but it should prove to be worth the
cost. The rationale which motivated the FASB to
attempt the development of a conceptual framework remains valid; however, what is needed
(then and now) is not a paper with no authority
approved by only seven (or less) members of a select committee. Instead, we need an authoritative
document approved by thousands,
❑
'For descriptions of some of the flaws in the conceptual framework see David Solomons. "The FASB's Conceptual Framework: An Evaluation," Journal ofAccountancy. June 1986, p. 114124.
'For examples of the FASB not abiding by its own conceptual framework, witness
the "intangible asset" which soon must be recorded by some firms to account for
their pensions as required by Statement of Financial Accounting Standards No. 87
or one of the board member's dissent to Statement of Financial Accounting Standards No. 88 related to rejecting the concept of conservatism espoused in FAS Con ecpts Statement No. 2.
The word "entity" as used in this context refers to individual, pannership, corporation, estate, trust or any other form of organization that publishes financial
statements.
'FASB Statement of Financial Accounting Concepts No. 3, Elements ofFinancial
Statements ofBusiness Enterprises, December 1980, par. 20.
'Ibid. par. 29.
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Genera l Dyna mics u ses a specia l task description
and manpower planning spreadsheet to control all jobs, schedu les, and budgets.

By Terence J. Plaza and Mary M.K. Fleming
Now that U.S. corporations have become acutely
aware of the need for increased productivity and
cost consciousness, they are searching for an effective means of getting their employees to adhere to
budgets and schedules while cooperating across
functional lines.
General Dynamics employs a management control system called a Cost Account Directive
(CAD) for this purpose. Used by its engineering
departments to plan tasks, schedules, and budgets,
the cost account directive describes the work to be
performed and the manpower, material, travel expenses, and computer time needed to complete a
project.
Before any job is started, all managers who will
be involved in the project sign the CAD sheets,
ensuring that everyone understands what the job
entails and who will be responsible for what
phases of the project. Although used in the engineering department at General Dynamics, the
CAD can be applied to almost any other organization as an effective means of project management and control.
Who Uses the CAD?
General Dynamics is a matrix organization. In
this type ofcompany, the line organization is arranged by functions with program responsibility
superimposed on it. A program is an ongoing set
MANAGEMENT ACCOUNTING /MAY 1987

of activities set up for a specific purpose, The person in charge ofa program is called the program
manager, and he or she uses personnel, materials,
and services provided by the functional groups to
complete a job.
The program manager allocates the budget to
the functional groups as necessary to pay for the
work. He makes these allocations based on information supplied by the cost account directive or
CAD. His main emphasis is ensuring that all the
necessary pieces of the program will be accomplished satisfactorily, on schedule, and within
budget.
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A section, run by a section head, usually initiates a project or task and writes a CAD. The section head wants to know what job is to be performed, how big of an effort it is, and over what
period of time it is to take place. His main concern
is that sufficient funds are available for the job.
Sections other than the originating section also
might use a CAD as part of their planning process. These groups usually are interested in the expected delivery dates of goods and services and
the task's requirements.
Therefore, to ensure that all groups actually use
a CAD, it must contain enough detail for everyone to understand the tasks, schedules, and budgets involved.
What Is a CAD?
A cost account directive contains two main elemen ts — a t as k d escri pt i o n an d a man p ower
spreadsheet. The task description contains both a
general and an elaborate description of the tasks
to be performed, plus any deliverables and milestones. It tells what tasks are to be performed and
what good or service, if any, will be delivered. The
spreadsheet is a schedule that includes budgets for
resources such as manpower, material, travel expenses, and computer time. It defines the plans for

accomplishing the task, such as when the job will
be performed and with what level of resources.
The task description also breaks the project
down into its constituent parts. The individual
tasks that must be accomplished to complete the
project must be listed, grouped by function, and
arranged in chronological order into a logical
plan. Then the activity is spread on a time line —a
time - consuming step for a complicated project.
For each task in the task description, the request or must estimate how many people it will take to
do the job in what amount of time. The estimator
can rely on his or her previous experience or examine documents in the files of jobs similar in
size, complexity, and scope. He also can ask peers
for help. This process is called "loading."
The next step is to spread the load. Usually it is
desirable to spread the load as if the project stood
alone, that is, as if the project were not part of a
larger activity with an overriding schedule. The
last step is to shorten or lengthen the loading so
that the pro posed spread fits into the overall
schedule. The end result is the task spreadsheet or
time line. Examples of a CAD task description
and spreadsheet are presented in Figures 1 and 2.
Task description detail varies from case to case.
The section head reviews the individual tasks and

Figure 1
An Example of a CAD Task Description
Co st A c co unt D ire ctive T as k D es criptio n
CAD TITLE
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PAGE
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I
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Description
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SECTION

LOG NO

WORK PACKAGE TITLE FOLLOWED BY BRIEF WORK PACKAGE TASK DESCRIPTION

xxx

I

Requirements Definition. Identify requirements for track loop. Document in memo-

2

Simulation Development. Develop and check out individual models. Integrate simulation. Verify
against hardware responses. Document In memo.

3

Track Loop Development. Linearize system and develop preliminary requirements. Check out on
simulation. Optimize for nonlinearities. Verity performance on simulator. Deliver requirements.
Document design rationale in memo.

4

Hardware Checkout. Develop requirements for testing track loop. Support backyard checkout and
debug.

S

Field Support. Support field activities as needed.

_ 5ubtask
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I
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DATE
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DATE TIK CONTROL

DATE
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consistency between tasks, and he makes sure that
each task is a logical part of the whole and is carried out in a logical sequence.
In some situations, the task is too undefined to
be planned meaningfully, so the support activity
should be separated from the other activities and
planned separately as a Level of Effort CAD.
Even if the exact nature and timing of the task are
not defined completely, the type and extent of the
activity are known and should be contained in the
task description. Every possible effort should be
made to tell the section head and other interested
parties the extent of the activity to minimize potential misunderstandings.
Accomplishing the Tasks
The program manager wants assurance from
the CAD that all the necessary parts of the project
will be accomplished. Statements of work, which
usually contain just general task descriptions,
should be compatible with the CAD,
The program manager also is interested in the
timing of tasks described in the spreadsheet. Because his emphasis is on assuring that all the
pieces o f t he project will co me t o get h er as
planned, he might have to add milestones to the
spreadsheet. Delivery of preliminary and intermediate designs is one example of such a milestone.
While the program manager might not care to
know the steps required to design an autopilot, for
example, he would want to know if an intermediate versi on will b e delivered to the hardware
group early enough in the program to make computer sizing studies.
The program manager also is very interested in
the manpower levels. Unlike the section head,
whose focus is primarily on the availability of sufficient funds for the job, the program manager
wants to be assured that the level of funding is
consistent with the budget. Thus, a classical conflict arises where the section head tries to maximize funding and the program manager tries to
minimize the allocation. The more concrete the
data supporting the CAD, the better the chances
are of converging on the correct amount. In many
cases, however, there is just not enough money
available, so the scope of the project must be reduced. Whether this change involves eliminating
some jobs or reducing the detail performed, the
CAD must be revised accordingly. Careful wording of the task description to explain what is to be
done, and at what level, will improve communication in this sensitive area.
Both the section head and the program manager also are interested in using the CAD to track
the progress of the project. Progress can be monitored by comparing the level of spending and the
achievement of milestones with the estimate. Obviously, the task description and spreadsheet
MANAGEMENT ACCOUNTING /MAY 1987

should be updated periodically so everyone involved in the project can understand variances
and renegotiate tasks and spending levels. In fast moving programs, updating may need to be done
as often as once a month, whereas in slower, better defined programs, a quarterly review might be
sufficient. CAD reviews should be consistent with
the review periods of bidding and proposal and
with independent research and d evelo pment
funding.
Essentials of an Effective CAD System
By their very nature, matrix organizations
make control challenging. Cost account directives
can help. For example, at General Dynamics in
situations where some or all of the tasks are well
understood, a CAD is and should be used to motivate the lead engineer. In areas where the task is
not understood, is not totally under the control of
the responsible person, or is unattainable, the emphasis on goal setting should be decreased. If an
engineer is consistently able to meet budgets and
schedules despite extenuating circumstances, he
or she should be rewarded. On the other hand, if
an engineer is consistently unable to meet budgets
and schedules, there is reason for concern. The
area in between must be studied on a case -by -case
basis.
Any control system must have top management's consistent backing and support. If management thinks CADS aren't important, then CADS
will be treated with benign neglect by lead engineers and section managers. If management takes
CADs seriously, however, so will others. Consistency and fairness are the keys. If lead engineers
are judged fairly on their performance, they will
be less prone to pad their estimates, for example.
CADs must not become an end unto themselves. The time spent on CADs has to be proportional to the size of the project and the need for
control. It makes no sense to spend days planning
a two - man -month task. It does make sense, however, to spend considerable time planning large,
complex projects. Hence, cost - benefit theory must
be applied. The focus of the functional group must
be the successful completion of the project.
Four goals for a cost account directive system
should be kept in mind:

Too much
planning can
hamper the
final goal —
successful
completion of
a project.

1. To harmon ize th e goal s o f t he functional
groups with the goals of the program manager.
2. To motivate through goal setting.
3. To monitor the progress of projects.
4. To improve the accuracy of the estimating
system.
Achievement of these goals is essential in a
management control system.
Harmonizing the goals of the functional groups
51

The two most
important
elements of a
cost account
directive are
the task
description and
the manpower
planning
spreadsheet.

with the goals of the program manager is critical.
If the program manager doesn't understand the
project, it is unlikely that the functional groups
will know what they have to do. Thus, a CAD
must be detailed enough so all parties understand
the task to be performed. As they become more
experienced in operating the system, the program
manager and the section heads can add details to
the CAD.
A note about the budget: Funding cuts can reduce a CAD's effectiveness in setting goals. Many
times companies offset overruns in some sections
by reducing efforts in other sections. Scaling down
an effort can be very expensive when completed
work isn't used because it is no longer needed.
This factor also must be taken into account when
J udging the lead engineer's performance.
MOTIVATING EMPLOYEES

Motivating employees through goal setting is a
primary objective of a management control system. The degree to which it can be achieved varies
with the clarity of the CAD. Unless a project is
well understood by the section manager or is highly repetitive, predicting every task needed to accomplish the project becomes very difficult. In research an d d evel o p me n t , wh ere j o b s and
personnel assigned tend to differ with each contract, accurately predicting time, cost, and tasks is
especially troublesome.
Most projects are undertaken by several functional groups, so even if the CAD could be written
accurately, the lead engineer probably would not
have total control over the activity's outcome.
Problems originating in other groups, such as
hardware failures or redesign, affect everyone
working on the project and the degree to which
lead engineers in other groups are able to stay
within budget and on schedule. Failure to consider these factors when judging a lead engineer's
performance can cause him to be less motivated.
Finally, success - oriented scheduling creates another problem for using CADS as motivators. Motivation is weakest when the lead engineer percei ves the C AD as being un at t ai nab le. In
success- oriented schedules, all contingencies are
removed because the schedule and budget makers
expect everythi ng will be acco mpli shed as
planned. Therefore, the lead engineer may perceive this type of schedule as unattainable. Not
many projects go exactly as planned.
MONITORING PROJECT PROGRESS

Management control systems are supposed to
provide a way to monitor a project's progress and
detect potential problems. Tracking milestones,
goal accomplishments, and spending rates are useful methods. Even though it may be difficult to
know exactly how all project details will be syn52

chronized, it should be possible to know in general what tasks must be performed. For example, a
manager or engineer may not know how long it
will take to build a circuit, but he does know that
the requirements have to be determined, and that
the circuit has to be designed, parts ordered, and
pieces assembled and checked out. If the spend
rate or the time taken to complete a job are out of
line from the estimate, someone should investigate
immediately and tell other project workers about
any problems. Detection, follow -up, and communication of problem areas are important benefits
of using t h e C AD as a management control
system.
IMPROVING ESTIMATING PROCEDURES

The last major objective of using a CAD system
for management control is to improve the estimating process. Usually, the section manager or lead
engineer in the sections where the work is done
estimates the tasks. Without historical data, the
estimator must rely on a "best guess" of the efforts needed to accomplish a task. If previous
CADs were well documented and tracked at the
section level, and if reasons for variances were recorded, the estimation process will be greatly improved. Although few projects are alike, most are
similar enough in complexity, newness, difficulty,
or scope so historical data can be used as a basis
for the new project. As a result, new estimates are
more accurate and easier to justify.
The CAD Contract
CADS can resemble contracts between the program office and line management. In such a situation, task descriptions are very detailed, and the
line organization is held accountable for performing precisely to the CAD contract. Such an approach has some interesting implications.
First, a CAD contract suggests that a functional section of a company operates much like a separate company. This is not the case; sections cannot make a profit. If a section completes a task
within a budget, it is not allowed to keep the difference between what was spent and what was estimated because, otherwise, profits made on one
project could be used to offset the losses on another. Only then could sections be held accountable
to the letter of the CAD contract. Because this
type of competitive environment cannot exist between sections, it is not appropriate to think of
CADs as contracts.
A second implication of treating a CAD like a
contract is that, at the beginning of a program, a
section can accurately predict what costs will be
incurred on the project. In reality, this is possible
only when the job is understood by the section or
when the job is repetitive. For most other cases, it
is impossible to anticipate all problems that will
MANAGEMENT ACCOUNTING /MAY 1987

Figure 2a.
Example of a CAD Spread Sheet
Cost Account Directive —Work Assignment Plan
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Figure 2b.
Example of a CAD Spread Sheet (Continued)
Cost Account Directive —Work Assignment Plan
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,

Motivating
employees
through goal
setting is a
prime objective
of a CAD.

be encountered. Accurate estimates are especially
difficult in research and development work.
The CAD - contract concept also implies that
the program office knows what it wants — rarely
the case, even with knowledgable, experienced
program managers. At best, a program manager
may produce statements of work or work breakdown structures. Although useful, they are rarely
precise or detailed enough to form the basis for a
contract.
The changing needs of the program also make it
difficult to see CADs as contracts between the line
and program management organizations. Budgets
change, requirements change, and schedules
change, which means renegotiating the CAD contracts. Too much planning activity dilutes working toward the final objective — successful completion of the project.
There are some beneficial implications of the
CAD contract concept. Because of the CAD's importance, all activities surrounding the issuance
and tracking of CADs make management visible.
Some management interest is desirable, but if it is
carried to an extreme, the costs incurred exceed
the benefits.
Another advantage is that a contract shows
what work is agreed upon. Thus, CAD contracts
minimize the likelihood of misunderstandings between line organization and the program manager. Ifthe program manager wants more work, he
has to write it into the CAD contract with an appropriate increase in funding. If a section requires
more funding in order to complete the task, that
also has to be incorporated in the CAD contract.
Hence, the CAD contract serves as an excellent
communication device and prevents unauthorized
changes in task, scope, and funding.
A CAD contract can protect the individuals involved. Line people may favor it because they feel
it protects them from p rogram managers who
might require more than they paid for. On the
other hand, program managers favor it because
they feel that it protects them from sections that
might do less than they were paid to do. Thus, the
CAD contract can prevent adversarial relationships from erupting into open hostilities.
The Level of Effort CAD
The Level of Effort CAD (LOE -CAD) is the
opposite of the CAD contract. A LOE -CAD contains only a generic statement of the work to be
performed. Funding is provided for an agreed upon level of effort, and it is the responsibility of
the section to do the best job possible for the level
of funding. There is very little accountability.
Supporters of the LOE -CAD approach argue
that it is impossible to anticipate every task required to complete a project., so a detailed task description is meaningless. They feel that the line or-
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ganization knows what it is doing and doesn't
need detailed planning. The project will come together because oral communication between the
groups is highly effective.
Critics argue that it is impossible to do a complicated project without a great deal of planning,
organization, and communication. By requiring
that detailed task descriptions be provided in
CADs, each section is forced to think through its
part of the activity. Putting plans on paper communicates them better to the other sections and to
the program managers.
Although there is some truth in both sides,
complicated projects need CADs. Therefore, the
use of LOE -CADs should be limited to situations
where a task is too undefined to be planned meaningfully. This also goes for the Support CAD.
The Support CAD
In a Support CAD, one section supports another section or the program office on an as- needed
basis, such as flight test support. What is known
about the task is that, before the flight test occurs,
there will be some level ofeffort required to analyze the anticipated scenarios. After the flight test,
support will be required to analyze the telemetry
records. Even though the average level of effort
for supporting several tests can be estimated, it is
not possible to determine the level on any individual flight or the time the flights will occur.
A Support CAD also is appropriate for design
support. Here, one section supports the design activities being carried out somewhere else in the organization. From time to time, a question might
arise about a hardware component, such as a component not meeting requirements. In this case, the
support may be called in to determine if the out of- tolerance component will affect the performance of the overall system adversely.
Although it might be possible to estimate the
average level of the required support, the exact
nature and timing of the tasks are unknown. Because the type and extent of support can be determined, a description of the task to be completed
should be included in the Support CAD so its
readers can see the level of support provided for
funding.
Although a CAD system may seem complicated and time - consuming, it can be a valuable project management tool when used properly. If seen
as a contract between the program manager and
the line organization, it can delineate a great deal
of project accountability. In a more informal situation, it would encourage employees just to do the
best possible job with the funds available. No matter which view is held, a cost account directive
system can trace a project from inception to completion and present an overall picture of employee
accountability.
MANAGEMENT ACCOUNTING /MAY 1987
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W hat is the smallest amount of stock you need to
repurchase in order to prevent the share price from decreasing •

How toEstimatetheEffectofa

S)TOM
onSharePrice
By Dilip D. Kare and C. Don Wiggins
Each year, many companies buy back some of
their own stock. They repurchase it instead of issuing regular cash dividends, or they have limited
investment opportunities and want to return cash
to stockholders.
Whatever the reason for the repurchase, there
are five basic effects on companies and /or stockholders when stock is repurchased:

assets will be available to distribute to bondholders, so the company's "wealth" might transfer
from bondholders to stockholders. In effect, some
stockholders will get first priority in the distribution of company assets.
5. Wealth Transfer among Stockholders —When
stock repurchase is carried out through a tender
offer, wealth may be transferred from tendering to
nontendering stockholders.
Preventing a Price Decrease

1. Information or Signalling —A company's willingness to distribute cash to its stockholders may
be interpreted as a signal in two ways: The company expects future cash flows to increase, or it has
no profitable investment projects available and
has chosen to return cash to stockholders.
2. The Leverage Effect —If a firm buys back stock
by issuing debt, its leverage will change, creating a
twofold effect on the stock price. The firm will
seem more risky to investors, so its market value
may go down, but there may be an offsetting effect in that dividends and earnings per share may
increase with a positive effect on the stock price.
3. Dividend Tax Avoidance —The income received
by stockholders in a stock repurchase may be
taxed as a capital gain rather than as ordinary income if the repurchase meets IRS guidelines. In
such a case, stockholders may prefer repurchases
to a large extraordinary dividend. Because capital
gains treatment was eliminated by the Tax Reform Act of 1986, this motivation for stock repurchases will disappear.
4. Bondholder Wealth Expropriation —If a stock
repurchase reduces a firm's asset base, then fewer
MANAGEMENT ACCOUNTING /MAY 1987

No matter what reason exists for a repurchase,
this repurchase will affect the stock's price. In
most cases, companies buy back a relatively small
percent age of th ei r o u ts t an d in g stock. Th e
amount shouldn't be too small, however, or under
most normal operating conditions the added risk
from heavier debt would outweigh the additional
earnings per share gained from the reduction in
shares outstanding -- causing the stock price to
drop.
Can this situation be prevented? Yes, if financial decision makers know the smallest percentage
of outstanding stock that must be repurchased for
the price of the stock to remain at least at its pre repurchase price. Until now, no easy way to determine this amount has been available. We have developed one —a method that is practi cal but
theoretically sound and that estimates the minimum amount of stock a company must buy back
without lowering the price per share.
Our analytical model can help decision makers
estimate the leverage effect of buying back stock
in the open market before the repurchase takes
place. The model is based on five relatively realis-

Dilip D. Kare is
assistant professor of
finance at the
University of North
Florida. He holds a
Ph.D. degree from the
University of Texas at
Arlington.

C. Don Wiggins is an
associate professor of
finance at the
University of North
Florida. He holds a
DBA degree in finance
from Louisiana Tech
University. He is a
member of the
Jacksonville Chapter.
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tic assumptions:(1) There is a risk - return trade -off
in the economy, and a capital asset pricing model
(CAPM) approximates this relationship. (2) The
company remains the same size after the repurchase; that is, total assets do not change. (3) Because assets are unchanged, the repurchase
doesn't affect expected operating earnings. (4) Because equity is repurchased and assets remain
constant, the repurchase is made by replacing the
equity with debt. (5) The company's growth is relatively steady.
Our model deals only with the lower limit of
stock repurchases. At some point, a repurchase
and the subsequent increase in debt would cause
the company to become extremely risky as the
chance of financial distress or even bankruptcy beTable 1
Minimum Percentage of Stock Repurchase
to Break Even
1.40
4.80%
7.20
9.60
12.00
14.40
16.80
19.20
21.60
24.00
26.40
28.80
31.20
33.60
36.00

comes greater. Developing a model to determine
the upper limit of a repurchase would involve
more complex considerations and would be extremely difficult. This issue really is not important
because the vast majority of repurchases involve a
relatively small percentage of the company's outstanding stock.
What Affects the Stock Price?
Again, the stock price will be affected by two
factors. First, the repurchase would reduce the
number of shares outstanding. This reduction in
stockholder's equity and the increase in the debt
would shift the firm's capital structure to a higher
debt - equity ratio. If the firm's operating earnings
do not change, the firm's pretax earnings would
decrease because of the added interest payments
brought about by the increased debt. Therefore,
the firm's future earnings per share, as well as dividends per share, would be different from the present amounts. Thus, investors would change their
expectations about the future cash flows to be received from the stock, which would cause the
stock price to change.
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Percentage change in stock price =
- (dI /EBT) X [ 1 + (R.P.)/(D.Y.)] - do /n
where:
dl
EBT
R. P.
D.Y.
do /n

=

4.40%
6.60
8.80
11.00
13.20
15.40
17.60
19.80
22.00
24.20
26.40
28.60
30.80
33.00

=

3.60%
4.00%
5.40
6.00
7.20
8.00
9.00
10.00
10.80
12.00
12.60
14.00
16.00
14.40
18.00
16.20
18.00
20.00
19.80
22.00
21.60
24.00
23.40
26.00
25.20
28.00
27.00
30.00

=

3.20%
4.80
6.40
8.00
9.60
11.20
12.80
14.40
16.00
17.60
19.20
20.80
22.40
24.00

For example, in Equation 1 it can be shown
that:

=

2.80%
4.20
5.60
7.00
8.40
9.80
11.20
12.60
14.00
15.40
16.80
18.20
19.60
21.00

Risk Premium /Dividend Yield Ratio
0.60
0.80
1.00
1.20

A Simple Equation

=

0.40

2.00%
3.00
4.00
5.00
6.00
7.00
8.00
9.00
10.00
11.00
12.00
13.00
14.00
15.00

/

dl EBT
Ratio

Second, additional debt issued to finance the repurchase would shift the company's capital structure to a higher debt -to- equity ratio. Thus, the
company would have greater financial leverage after the repurchase, causing an increase in the
firm's risk as measured by the well -known systematic measure, beta. As the leverage increases, so
would the return investors require from the company's stock. Using the CAPM, decision makers
can estimate the new, higher risk - adjusted rate of
return that stockholders would now require from
the stock.
Because the current market price of a company's stock equals the present value of all cash
flows expected from the stock, using the risk -adjusted rate of return as the discount rate, it is possible to estimate the overall effect of stock repurchase on the stock price.'

Change in interest charge because
of the added debt,
Pretax earnings,
Risk premium on the stock,
Dividend yield of the stock, and
Percentage of outstanding
stock repurchased.

Equation I may seem to suggest that under no
circumstances would the leverage effect of stock
repurchase be positive because both terms on the
right side have a negative sign. The second term
on the right, however, percentage of stock repurchased, is always negative. In a repurchase, the
amount of outstanding stock is reduced, so the
overall leverage effect of a stock repurchase may
be positive, negative, or zero depending on the
riskiness of the firm's stock, the increase in the interest burden as a percentage of the firm's pretax
earnings, and the percentage of stock repurchased.
This equation is a useful analytical tool that decision makers can use to estimate the leverage effect of a stock repurchase. Empirical research suggests that the o verall ch an ge in stock price
because of stock repurchase may be the result of
the sum of two effects: the leverage signalling effect and the pure leverage effect. As yet, we can't
predict the size of the leverage signalling effect,
but an estimate of the pure leverage effect would
give decision makers a lower limit for the expected price change.
MANAGEMENT ACCOUNTING /MAY 1987

A more useful tool can be developed from
Equation 1 that calculates the minimum percentage of stock that should be repurchased to prevent
a drop in the stock price —a break -even repurchase percentage. This equation is:
– (dI /EBT) X (1 + Risk Premium /Dividend
Yield) – do /n = 0

ings before taxes" ratio.
If 1% of IBM stock is repurchased, the additional debt required, assuming debt is issued to replace the stock, is:
Market value of
common stock x .01 = $900 million
Additional interest:
$900 million x 14.3% _ $129 million

or
Minimum repurchase percentage =
–(dI /EBT) X [1 + (R.P.)/(D.Y.)] (Equation 2)
Ignoring the negative sign, notice that the
breakeven percentage of stock repurchase is a
function of the ratio of the added interest to pretax earnings, the risk premium on the stock, and
the dividend yield of the stock. The first two factors affect the minimum percentage of stock repurchase adversely. For example, if the stock is
risky, then the percentage of stock repurchased
just to maintain the pre- repurchase price would be
higher than if it were a low -risk stock. The third
factor, dividend yield, is inversely related to the
breakeven percentage. The higher the dividend
yield, the lower the breakeven percentage.
The relationship between these variables and
the breakeven percentage of stock repurchased is
depicted in Table 1, which shows how the break even repurchase percentage varies as the company's characteristics vary. For a firm with a high
"risk premium to dividend yield" ratio, the percentage of stock repurchase necessary to maintain
its stock price would be higher. For example, if a
company has a dI /EBT ratio of 5% and a risk
premium dividend yield ratio of .60, at least 8%
of the company's stock would have to be repurchased to avoid a price decline.
Plugging in the Numbers
An example using a real situation illustrates the
estimation process. Say IBM is considering a repurchase for stock option purposes. Management
would want to know the smallest repurchase that
would be necessary to avoid a price decline. The
following information is used:
1. Expected pre -tax income (EBT): $11 billion
(Based on IBM's history, but would be availabl e fo r fu tu re peri od s based on internal
projections.)
2. Annual interest rate on debt: 14.3% (Based on
current balance sheet information, but current
interest rates would be available from lenders
or investment bankers.)
3. Market value of common stock: $90 billion
4. Beta (from ValueLine): 0.73
Step 1: Calculate the "change in interest /earnMANAGEMENT ACCOUNTING /MAY 1987

Change in interest /earnings before taxes ratio:
$129 million
$ 11 billion = •0117 or 1.17 %
Step 2: Calculate the "risk premium /dividend
yield" ratio.
The market risk premium is the difference in
the future expected return on an average stock
less the current risk -free rate of return. The market risk premium is an estimate by the decision
maker, which isn't always easy. Long -term returns on the stock market historically have averaged 10 to 12 %, but higher inflation in recent
years and expected inflation in future years may
drive this return up. The estimate we used here is
15% and a current risk -free return of 5% for a
market risk premium of 10 %.
IBM's dividend yield, based on the past year's
average dividend and average stock price, is:
$4.40
$130 =3. 4%
Thus, the "risk premium /dividend yield" ratio is:
73
3.4

= 2.15

Step 3: Calculate the repurchase break -even
point using Equation 2.
1 . 1 7 (1 + 2 . 1 5 ) = 3 . 6 9 %
If IBM were to enter a stock repurchase program, it would have to repurchase at least 3.69%
of its outstanding stock or the stock's price would
go down. At current prices, the repurchase would
total approximately $3.3 billion.
Making the Decision
Before a company decides to repurchase any of
its stock, financial decision makers need to analyze possible effects on the stock's price per share.
If a company's financial managers follow our
practical, relatively simple, conceptually sound
tool, they can estimate the minimum repurchase
necessary to avoid a negative effect on share
price.
'Derivation of the model can be obtained by writing the authors at University of
North Florida. 4567 St. Johns BIutT Rd., South, Jacksonville, Fla. 32216.

57

Accounting
Education
38 "
whom he /she wishes to work. Describe
the advantages of working in industry.
Discuss your philosophy regarding
"growing your own" staff. If you avoid
hiring staff from your public accounting
firm, brag about it. Tell the student that
you can hire, retain, and promote.
Be positive and definite when explaining your personnel needs.
Avoid leading questions, especially
those that require students to assess
their deficiencies. They don't work.
Establish a common format for the
interview so that all students can have
th e o p p o rt u n i t y to mak e s i mi l ar
responses.
Follow -up should be timed properly.
If s tu dent s receive n egat ive lett ers
quickly (three to five days), they may
feel that only a cursory evaluation was
made. Delaying the deadline also creates a negative impression. Not everyone should be rejected for a second in-

terview because that may gi ve the
impression that the interviewer was unrealistic in his evaluations or that there
was no intent to hire in the first place.
Either impression could be detrimental.
Individuals should be called quickly
for a second interview —the competition
is doing so. Companies should try to
have empl oyees th e cand idate's age
available then. If the location is a plant
in a remote area, the single prospect
must be convinced that a social life exists and will be most swayed by a peer.
The candidate also can receive detailed
information about the job from someone who holds that position or who has
just been promoted from it.
Companies should consider making
the offer at the plant or in the office although the most acceptable approach
may be to extend offers after the visit.
Companies should tell candidates their
plans for hiring. Are they going to extend offers immediately after interviewing or wait until all candidates have
completed their interviews?
Some companies establish an internship program with an academic institu-

tion, which can vary from a summer job
to a series of several jobs to the same
student on a "co -op" basis. This arrangement gives the employer the opportunity to observe the student over a
longer period of time — without any
co mmit men t. The s t ud en t can s ave
money to defray college expenses and
mature at a faster pace because of real world exposure.

Fighting Back
These suggestions can help companies that need to improve their image on
campus. My observations were gathered
from public accounting firms and companies that have been consistently successful in hiring. Their success is not
haphazard —it is well organized, coordinated, and effective. Their commitment
in time and expense is obvious. Nobody
"pushes" anything. An image is only as
good as those who actively and continuously strive to maintain it.
Robert Rouse is professor of accounting,
School of Accountancy, at Clemson
University.

WE'REGETTING
AFACELIFT.
The consensus of NAA members involved in the magazine research last year
was that we needed to spruce up our image. So, at the young age of 68, we'll
be adopting a new look in July with a few new wrinkles.
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Nominating Committee Report
To Members of the National Association of Accountants:
In accordance with the NAA Constitution and Bylaws, we present the following nominees for election for the offices of President, Vice President, Treasurer, an d National Directo r. Those
elected to President, Vice President, and Treasurer will serve a
one -year term. National Directors are elected to two -year terms,
unless specified otherwise.
The Bylaws specify that the Board of Directors be composed of
one director for each 2.5 domestic chapters, rounded to the next
highest multiple of 10, but in no case less than 100. The Executive Director determines the number of chapters existing on July

Notice of Annual Meeting
Notice is hereby given to all members of the National Association of Accountants that the Annual Meeting of the
Association will be held at the Town & Country Hotel, in
San Diego, California, on Monday, June 22, 1987, immediately following the conclusion of the opening session, to
receive the report of the Nom inating Comm ittee an d to
transact such other business as may properly come before
the meeting.
In addition, notice is hereby given to all members of the
National Association of Acco untants, Inc., that the proposed merger of the Association and its subsidiary, the National Association of Acco un tan ts Fou nd atio n, Inc.
( "NAAF"), and the related plan of merger shall be submitted to a vote of the members present at the Annual Meeting. This proposed merger and the related plan of merger
were adopted and approved by the Board of Directors of

1, and one -half of the number of directors required under the
formula are elected each year. Their terms overlap with the terms
of those elected a year earlier. Under this formula, 70 directors
have been nominated, seven of whom will serve a one -year term.
We also include nominees for the Nominating Committee to report in 1988.
The Annual Election will be held at the Annual Meeting of the
Association in San Diego, California, June 22, 1987.
Respectfully Submitted
Nominating Committee, 1986 -87

the Association at the January 16 -17, 1987 Board of Directors' Meeting.
Presently, the sole purpose of NAAF is to own the real
property upon which the Associations' headquarters is
built. Pursuant to the proposed plan of merger, upon the
effective date of the merger, the Association will be the
surviving corporation, and the Articles of Incorporation,
By -Laws, officers, directors and members of the Association shall remain the same. The Association shall assume
all rights, privileges, prerogatives, powers, obligations,
debts and liabilities of the NAAF and shall be the direct
owner of all assets and property now owned by NAAF.
The affirmative vote of at least two-thirds of the members present at the Annual Meeting is necessary for approval of the merger and the plan of merger.
John F. Chironna, Executive Director
Montvale, N.J., May 1, 1987

Nominating Committee
Herbert C. Knortz, Hartford, Chairman
Frank S. Beckerer, Jr., Bridgeport
Gerald J. Cabral, Stockton Area
Joseph G. Harris, Kalamazoo
Robert L. Horky, Raleigh Area
John W. Moore, Mid- Missouri

Nathan J. Naddeo, Washington
Richard D. Peters, St. Paul
Thomas J. Reardon, CMA, Westchester
Herbert H. Seiffert, Raritan Valley
Gary F. Shillingford, Philadelphia

Chairman

4

Charles T. Smith, Jr., Detroit
Rex D. Soutar, Los Angeles
James W. Truitt, Muscle Shoals
Jack J. Woolf, Tulsa

Nominee for President
Glen E. Woodson

John C. Arme

From the NAA Bylaws, Article VI, Section 2:
Chairman: The Chairman shall be the immediate
Past President of the Association, and shall take office when the Chairman's successor as president
takes office. The Chairman shall serve until succeeded by a new Chairman and shall be considered
an elective officer by virtue of prior election as
president.

San Diego; Southeast Los Angeles; Phoenix, 1960,
He served as President of Phoenix Chapter, 1964
65; and Southeast Los Angeles, 1972 -73. He was
Chairman of the Organizing Committee for the MiIan (Italy) Chapter in 1967. He served as National
Director, 1965 -66;and 1973 -75;Program Chairman
for the Annual Conference in 1975; Chairman of
the Ad Hoc Committee on International Chapters,
1975 -76,and also was a member of the Planning
Committee, 1975 -76.He was NAA Vice President,
1976 -77,and from 1977 -79 he served as Chairman
of the Committee on Membership. He was a member of the Board of Regents of the Institute of Certified Management Accountants, 1981 -82. In 198283, he chaired the Committee on Community and
Socio- Economic Programs, and in 1983 -84, he
chaired the Committee on Education. He is currently serving a three -year term expiring June 30, 1987,
as an appointed member of the Executive
Committee.
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Nominees for Vice Presidents
i

� .

Bryant

Burg

Dewey

t

I

-4

Gelb

Gove

Jackson

0
Lo ng

Ludwig

Noble

Schmiedeskamp

Striker

Zorr

Billy W . B ryant, Chattanooga (1964). Committee on New Cha pte rs,
1974 -75; Principal — Regional Council, 1977 -78; National Director, 197981; Committee on Regional Councils, 1984 -86. He is Manager—Administration, W.R. Grace & Co., Chattanooga, Tenn.

Rebecca L. Lo ng, Wichita (1971). Committee on Marketing and Membership, 1980 -82; National Director, 1982 -84; Committee on Marketing
and Membership, 1984 -85; Committee on Education, 1985 -87. She is
Managing Partner, Rebecca L. Long Associates, Wichita, Kan.

Richard L B urg, Lancaster; Washington (1971). He was National Director, 1984 -86; Committee on Chapter Operations, 1986 -87. He is Tax
Manager, The Washington Post Co., Washington, D.C.

Eugene F. Ludwig, Detroit (1964). Committee on Cha pter Operations,
1980 -84; National Director, 1984 -87. He is Manager, Regulatory Administration, Michigan Consolidated Gas Co., Detroit, Mich.

Hartley F. Dewey , Hampton Roads (1970). Committee on Chapter Operations, 1980 -83; National Director, 1983 -85; Principal — Regional
Council, 1985 -86; Committee on Marketing and Membership, 1985 -87.

John W. Noble , T a mpa Bay (1974). C ommitte e on Ma rke ting a nd
Membership, 1982 -84; National Director, 1984 -86; Committee on Marketing and Membership, 1986 -87. He is President, Robert Half Personnel
of Tampa, Tampa, Fla.

He is C o rp o ra te C o nt ro ller , L and mark C o mmu nic atio ns , In c . , No rfo lk,
Va.

Marvin H. Gelb, Rochester (1962). Committee on Chapter Operations,
1979 -81; National Director, 1981 -83; National Director, 1984 -86; Committee on Regional Councils, 198486. He is Owner, Proprietor, MHG
Business Services, Rochester, N.Y.
Robert E. Go ve, South Bay (1962). He served as National Director,
1976 -79; Committee on Community Responsibility, 1981 -82; National
Director, 1985 -86; Committee on Education, 1983 -87. He is President,
Robert Gove & Associates, Lomita, Calif.
Jo hn A. Jackson, San Francisco (1969). Committee on Membership,
1977 -79; National Director, 1979 -81. Principal — Regional Council, 198182. He is Senior Vice President /Chief Financial Officer, Interior Architects, Inc., San Francisco, Calif.

Walter D. Schmledeskamp, Morns -Essex (1968). Committee on Chapter Operations, 1979 -82; National Director, 1984 -86; Committee on Marketing and Membership, 1986 -87. He is a Partner, Deloitte Haskins &
Sells, Morristown, N.J.
Edward A. Strike r, St. Louis (1964). Committee on Public Relations,
1978 -80; National Director, 1982 -84; Chairman, Committee on Annual
International Conference, 1985; Principal— Regional Council, 1984 -85;
Committee on Community Res ponsibility, 1985 -87. He is a Pa rtner,
Ernst & Whinney, St. Louis, Mo.
William G. Zorr, Winnebagoland; Northern Wisconsin (1967). Committee on Marketing and Membership, 1980 -82; Principal— Regional Council, 1983 -84; National Director, 1984.86; Committee on Public Relations,
1986 -87. He is Professor of Accounting, University of Wisconsin, Oshkosh, Wis.

Nominee for Treasurer
Robert E. Paterson
New York (1952). He served on the Committee on
Education, 1970 -71; Committee on Research, 197172; C ommittee on Cha pter Ope ra tions, 1972 -73;
National Director, 1973 -75; Committee on Planning, 1978 -81; Committee on Finance, 1981 -83 and
Cha irma n, Subc ommitte e on Insura nc e, 1981 -83;
Committe e on Fina nce , Chairma n, 1984 -86; Vice
President, 1983 -84; Treasurer, 1986 -87. He is Senior
Vice President— Finance & Treasurer, The Sperry
and Hutchinson Co., Inc., New York, N.Y.
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Nominees for Directors

Brown, J r.

Bru ns

Ca lla nde r

Chia te ry

C hir s te ns e n

Clark, J r.

Cole

Cos tello

Cudmore

De Long

De Luca

d e Re yna

Dis hong

Driscoll

Eckhout

Fennlmore

Fle tche r

r

And e rs on

Ronald R. Anderson, CMA, Nebras ka Comhusker (1978). Committee
on Chapter Operations, 1985 -87. He is Director of Budgets, Outboard
Marine Corp.
James F . Brown, Jr., CMA, Nebraska Comhusker (1980). Committee
on Education, 1986 -87. He is Associate Professor of Accounting, University of Nebraska, Lincoln, Lincoln, Neb.
Robe rt J . Bruns, CMA, Dallas (1977). Committee on Marketing and
Membership, 1985 -87; Vice President- Administration, Regional Council, 1986 -87. He is a Partner, Ernst & Whinney, Dallas, Tex.
Anthony A. Callander, CMA, Columbia (1972). He is a Partner, Ernst
& Whinney, Columbia, S.C.
Jame s A. Chlatery, CMA, Massachusetts North Shore (1974). Committee on Education, 198487. He is Controller, S/W Acquisition, Digital
Equipment Corp, Concord, Mass.
Donald B. C hriste nse n, North Da llas; Ne w York (1974). C ommittee
on Chapter Operations, 1985 -87. He is Senior Vice President -Chief Financial Officer, and Treasurer, J.C. Penney Financial Services, Dallas,
Tex.
Raymond J. C lark, Jr., Charlotte Blue (1976). Committee on Publications, 1985 -87. He is an Industrial Financial Manager, Celanese Industrial Fibers, Charlotte, N.C.
Frederic k M. Cole, Jac ksonville (1973), National Director, 198485;
Committe e on Public ations, 1982 -85. He is Professor, University of
North Florida, Jacksonville, Fla.
T ho ma s P. Cos te llo, Philadelphia (1974). Committee on Community
ResQonsibility, 1982 -85; Committee on Education, 1985 -86. He is Partner-in-C harge of Audit and Ac counting Practice, Arthur Anderse n &
Co., Philadelphia, Pa.

Annette V. Cudmore , Washington Tri- Cities (1973). Committee on
Chapter Operations, 1985 -86; Principal, Regional Council, 1986 -87. She
is Senior Acc ounting Analyst, Westinghous e Hanford Co., Ric hla nd,
Wash.
Gall W. DeLong, North San Diego County (1970). Principal - Regional
Council, 1986 -87; Committee on Research, 1985 -87; Committee on Annual Conference, 1986 -87. She is President, De- Vel -Co., San Diego, Calif.
Se lva tor V. DeLuca, Waterbury (1979). National Director, 1985 -86. He
is Assistant Controller with Buell Industries, Inc., Waterbury, Conn.
*Ramon J . de Re yna, New York (1978). Committee on Chapter Operations, 1979 -84; Committee on International Operations, 198487. National Director, 1985 -87. He is a Partner, Touche Ross & Co., New York,
N.Y.
Eliza beth O. Dis hong, New Hampshire (1977). Committee on Marketing and Membership, 1986 -87. She is an Accountant /Owner, Birch Knoll
Bookkeeping Service, Nashua, N.H.
John R. Dris coll, CMA, San Die go (1976). C ommittee on Marketing
and Membership, 198486; Committee on Chapter Operations, 1986 -87.
He is Comptroller, GA Technologies, Inc., San Diego, Calif.
Charles R. Eckhout, Macomb County - Michigan (1956). Committee on
Marketing and Membership, 1980 -82; National Director, 1982 -84. He is
Reg. Rel Representative, Detroit Edison Co., Detroit, Mich.
Roger Fennimore , Cleve la nd (1969). C ommitte e on C ommunity Responsibility, 1986 -87. He is Comptroller, Alcoa Permanent Mold Division, Cleveland, Ohio.
Alan F. F letcher, Cedar Rapids; Illowa (1975). Committee on Public
Relations, 1983 -86; Committee on Chapter Operations, 1986 -87. He is
Chief Financial Officer- Investment Division, Life Investors, Cedar Rapids, Iowa.

'To serve one -year continuing term&

MANAGEMENT ACCOUNTING /MAY 1987

61

Nominees for Directors
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Harrington

Hart

Harvey

Hawes

Hoff pauir

Hyde

Karr

Keller

Krause

Jaskolski

PHOTO
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Jo hnso n

Kaloustian

'E d wa rd J. Flynn, Princ eton (1977). C ommitte e on Ma rketing a nd
Membership, 1984 -86; National Director, 1986-87; Principal - Regional
Council, 1986 -87. He is Financial Planning and Control Manager, FMC
Corp., Princeton, N.J.
*James G. Fox, CMA, Virginia Skyline (1974). Committee on Chapter
Operations, 1979 -81; National Director, 1985 -87. He is Professor, Radford University, Radford, Va.
*Churchill S. Gilbert, Jacksonville; Jamestown - Warren; Albany (1953).
National Director, 1985 -87. He is Assistant Director /General Accounting, St. Vincent's Medical Center, Jacksonville, Fla.
Charles W. Gill, New York (1978). C ommittee on Public Re lations,
1986 -87. He is Partner with Peat Marwick, New York,

Edythe M . Hawes, Daytona Beach Area (1979). She is Owne r, Eady
Hawes' Accounting Services, Daytona Beach, Fla,
Do nald L. Hoffpauir, Texas Bay Area (1978). Committee on Chapter
Operations, 1986 -87. He is Senior Cost Accountant /Chief Accountant,
Lonza, Inc_, Pasadena, Tex.
Robert J. Hyde, Minneapolis Viking (1975). Committee on Chapter Operations, 1983 -87. He is a Partne r, Touche Ross & Co., Minneapolis,
Minn.
Charles R. Jasko lski, Detroit (1976). Committee on Community Responsibility, 1979 -82; National Director, 1982 -84; Committee on Chapter
Operations, 1984 -87. He is a Partner, Peat Marwick, Detroit, Mich.

Keith C . Gourley, Erie (1978). He is Senior Financial Ana lyst, Lord
Corp., Erie, Pa.

Robert H. Johnson, Los Angeles (1967). Committee on Chapter Operations , 1985 -87. He is Executive Vice President, Green Tree Capital,
North Hollywood, Calif.

Wallis W. Grisset, Southeast Alabama (1975). Committee on Research,
1983 -84; Principal, Regional Council, 1985 -86. He is Corporate Controller, Southwest Forest, Inc., Graceville, Fla.

Charles J. KaIoustlan, Merrimack Valley (1972). Committee on Chapter Operations, 1985 -86; National Director, 1986 -87. He is Accounting
Manager, Raytheon Co. Bedford, Mass.

Kathy E. Hager, Amarillo Area (1981). Committee on Chapter Operations, 1985 -87. She is Senior Analyst- Financial Planning, Santa Fe Energy Co., Amarillo, Tex.

Patrick J. Karr, CMA, Houston -Lone Star (1977). Committee on Marketing and Membership, 1986 -87. He is a Partner, Patrick J. Karr, CPA,
Houston, Tex.

Thoma s J. Ha rrington, Akron Cas ca de (1975). He is with Goodye ar
Tire & Rubber Co, Akron, Ohio.
Charles W . Hart, J r., Ithac a - Cortland (1977). Princ ipa l- Regional

Donald E. Keller, Piedmont Winston -Salem (1973). Committee on Mar keting and Membership, 1982 -87. He is Financial Reporting Manager,
Sara Lee Corp., Winston - Salem, N.C.

Council, 1986 -87. He is Principal Budget Analyst, N.Y. State Electric &
Gas Co., Syracuse, N.Y.

Paul Krause, CMA, Chico Area (1981). Committee on Education, 1985 87. He is Professor of Accounting, California State University, Chico,
Calif.

Dorothy M. Harvey, Detroit; Western Wayne (1977). Principal, Regional Council, 1986 -87. She is Controller, Children's Aid Society, Detroit,

Mich.
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*To serve one -year continuing terms.
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Macaulay

McCracken

McDermott

Maness

Marshall

Mates

D

Murphy

Musgrave

Musser

I

Myers

Olson

Reed

Russell

Sams

Schatschneider

Maurer

I

Reis

� r

Rubin

Rundbaken

J o h n C . Ma ca ulay, CMA, Dallas (1973). Advis ory Pane l on MAP
Statement Promulgation, 1982.86; Committee on Aca demic Relations,
1983 -87. He is Director—Operations Analysis, Dresser Industries, Inc.,
Dallas, Tex.
Edwa rd J . Mc C ra c ke n, Delaware ( 1969). Committee on Public Relations, 1978-80; Committee on Marketing and Membership, 1984 -87; Principal—Mid Atlantic Council, 1986.87. He is Manager of Accounting, ICI
Americas Inc., Wilmington, Del.
Willia m T . McDe rmott, Richmond-Jackson ( 1975). Committee on Regional Councils, 1986 -87. He is a Partner, Ernst & Whinney, Richmond,
Va,
Ca thy A. Ma ne s s, Indiana East ( 1978). She is Registered Representative, Equitable Financial Services, Richmond, Ind.
S. Eric Ma rs hall, Michiana (1983). He is Audit Manager, Coopers &
Lybrand, South Bend, Ind.
*Robert E. Ma te s, Syracuse ( 1974). National Director, 1985 -87. He is a
Manager, Champion International, Deferiet, N.Y.
Wa yne O. Ma ure r, CMA, West Central Ohio (1974). He is Assistant
Professor of Business Administration, Wittenberg University, Springfield,
Ohio.
J a me s J . M urphy, Jr., Morris -Essex (1968). Committee on Marketing
and Membership, 1986 -87. He is Administrative Manager, Quaker State
Oil Refinery, Cedar Knolls, N.J.
David L. Mus gra ve, Bloomington Indiana (1976). He is Vice President
and Controller, Bank One, Bloomington, NA, Bloomington, Ind.
Willia m Mus se r, Mi. Ra inier (1971). Committee on Community Responsibility, 1986 -87. He is Manager—Accounts Payable, Weyerhaeuser
Co. Tacoma, Wash.
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Mic ha el R. Mye rs, CMA, Racine -Kenosha; West Central Ohio (1973).
Committee on Chapter Operations, 1981 -87. He is Vice President & Controller, Medical Engineering Corp. Racine, Wis.
Na n R. Ols on, Lake Superior; San Diego ( 1979). Principal—Regional
Council, 1986 -87. She is Manager—Ge ne ra l Ac counting, Minnesota
Power & Light, Duluth, Minn.
Bra c kne y J . Re e d, Nashville-Capitol City (1976). He is Chief Financial
Officer, Gresham, Smith and Pa rtners, Nashville, Tenn.
Carolyn L Reis, South Bay (1983). Committee on Education, 1986 -87.
She is a Consultant, Torrance, Calif.
T homa s A. Rubin, CMA, San Francisco; Washington (1974). Committee on Education, 1981 -84; Board of Regents, 1985 -87. He is a Partner,
Deloitte Haskins & Sells, Oakland, Calif.
Ba rbara A. Rundba ke n, Savannah (1977). She is Owner, Barbara A.
Rundbaken, CPA, Savannah, Ga.
Robert L Rus se ll, Ma comb County -Michigan (1970). He is Vice President, Capital Markets Corp., Grosse Pointe Farms, Grosse Pointe, Mich.
G. A la n Sa ms, Columbus (1972). Committee on Education, 1984-87;
Principal—Regional Council, 1986.87. He is President, G. Alan Sams &
Associates, Inc.
*Ll oyd Sc ha t s c hne l de r, Minneapolis Viking (1962). Committee on
Chapter Operations, 1981 -83; National Director, 1983 -85; Committee on
Regional Council, 1985 -87. He is Controller, Lerner Publica tions Co.,
Minneapolis, Minn.

*To serve one-year cont inui ng terms.
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Sha rp

Skillington

So r e ns o n

Swe e ne y

Syc

Ta lton, J r.

Tinuc ci

Va n De us e n

Venable

Vincent

White

Wilkinson

Yerrick

Young

Douglas Sharp, Wichita (1970). He is Dean, College of Business Administration, Wichita State University, Wichita, Kan.
Jame s L Millington, Chattanooga (1966). Committee on Public Relations, 1982 -85. He is Controller, Hixson Utility District, Chattanooga,
Tenn.
Wesley A. Sorenson, Baton Rouge (1978). Principal — Regional Council, 1986 -87; Committee on Marketing and Membership, 1986 -87. He is
Finance Officer, Health & Human Resources, Office of Management &
Finance, Baton Rouge, La.
Brian J. Sweeney, Olean- Bradford Area (1966). Committee on Marketing and Membership, 1985 -87. He is Controller, Dresser Rand —Turbo
Products Div„ Clark Operations, Inc., Olean, N.Y.
The re sa A. Syc, Connecticut Gateway (1980). Committee on Research,
1986 -87. She is Senior Busine ss & Financial Planner, Pitney Bowes,
Stamford, Conn.
James R. Talton, Jr., Greater Greenville (1969). Committee on Marketing and Membership, 1976 -78. He is Managing Partner, Peat Marwick, Raleigh, N.C.
Ronald C. Tinuccl, Colorado Centennial; Denver (1963). National Director, 1986 -87. He is Shareholder — President, Tinucci & Co., P.C., Denver, Colo.

La wre nc e R. Van Deusen, Delaware (1971). Committee on Community Responsibility, 1982 -85; Principal — Regional Council, 1985 -86; Committee on Regional Councils, 1986 -87. He is Group Controlle r, ICI
Americas Inc., Wilmington, Del.
Gary S. Venable, Greater Ozarks (1975). He is President, Gary S. Venable, CPA, Springfield, Mo.
Jos e ph A. Vincent, New Haven (1974). He is Controller, Novametrix
Medical Systems, Inc., Wallingford, Conn.

'Bob M. White, Chicago (1971). Committee on Publications, 198486;
National Director, 1986 -87. He is President, Garvey International, Inc.,
Bloomingdale, III.
William L Wilkinson, Stockton Area (1967). He is Chief Financial Officer/Treasurer, Brocchini Management Corp., Manteca, Calif.
John A. Yerrick, Washington (1965). Committe e on Public Relations,
1977 -78, and 1982 -84. He is a Partner, Director of Audit Operations,
Touche Ross & Co., Washington, D.C.
Andrew S. Young, Parkersburg - Marietta (1978). He is Assistant Auditor of State, State of Ohio, Byesville, Ohio.

*To serve one-year continuing terms.

Nominating Committee to Report in 1988
Glen E. Woods on, Southwest Florida, Chairman
Murlin C. Barker, Greater San Gabriel Valley
A. Kenne th Bonanno, Me rrimac k Va lley,
Keith Bryant, Jr., CMA, Birmingham -Magic City
Ja me s L. Crandall, C hic ago
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Curtis H. Ea ste r, Jr. , CMA, Columbia
Robert E. Engle , India napolis
Pe ne lope A. Flugger, New York
Ke nne th R. J ohns on, Spokane Are a
He rbert C . Knortz, Ha rtford

Anne C . Ra ns de ll, Ric hmond Le e
Herbert H. Seiffert, Raritan Valley
Ben H. Speckels, J r., Houston -Lone Star
Keith W. Veale, Cinc innati
Frank M. Za ppa costa , Wa shington
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In the Library
Members may borrow the books listed in
this section by telephoning M. Redrick,
(201) 573 -6235.
Dress for Excellence
Lois Fenton, Rawson Associates, 115
Fifth Ave., New York, N. Y. 10003, 1986,
245 pp. — "You have to dress the part.
The salesman or the factory workers
can run around in T- shirts; the controller can't. He's got to l oo k l ik e Mr.
Clean... uniform is a part of the routine. If you can embellish that with a
uniform, then you have power." Daniel
Ferguson, chief executive officer of
Newell Company, made these observatio ns at th e last NAA Controllers'
Conference.
I am s ure Lo is F ent on, author of
Dress for Excellence, wishes that Mr.
Ferguson had given her those quotes before s h e wro t e
her book. This is
probably the best
"dress" book of
its
type —alth o u gh th ere
have been several previous compet i t o rs . Ms.
Fenton has some
very p ract i cal
FFVTON
advice on all aspects of dress ,
starting with the purchase of a suit. Her
basic recommendation here is to deal
only with top -of -the -line merchandise
from the better stores. On a "cost per
wear" basis, the most expensive suits
may be the least expensive to own.
When dealing with what she refers to
as "p u t t i n g t o get h er t h e look that
wins," Ms. Fenton discusses shirts, ties,
socks and shoes, suspenders, scarves,
handkerchiefs, and jewelry as well as
some less- often - thought -of accessories
such as briefcases and umbrellas. Colors, patterns, and materials are all part
of her advice —much of which is accompanied by drawings or photographs that
make her points crystal clear.
Perhaps Ms. Fenton's best advice is
to get rid of all old clothes that can
"d amage" yo ur career. As she says,
"No one ever got a promotion just be-

res or
ce1 c

♦AArJ k:x11Y-

+1►1
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cause he dressed brilliantly, but all too
many managers are passed over because
they look wrong for the big new job."
She suggests getting rid of any outmoded shirt, tie, or suit instead of hoping
that it will come back into style or that
you can wear it on the weekend. Also,
get rid of any favorite clothes that are
starting to wear out. Those too -wide ties
in your closet will never come back into
style and have to go.
Ms. Fenton spoke at a recent NAA
Annual Conference, appeared on the
NAA video network, and probably will
be featured at a forthcoming NAA conferen ce. Her mat eri al is hi gh ly
recommended.
P.S. This book would make an ideal
Father's Day gift.
Alfred M. King
The New Corporate Directors:
Insights for Board Members
and Executives
Charles A. Anderson and Robert N. Anthony, John Wiley & Sons, 605 Third
Ave., New York, N. Y. 10158, 246 pp.—
In today's highly litigious society, a
business person may not leap at the opportunity of joining a company's board
of directors. Newspaper headlines make
it clear that the corporate director is
charged with guarding shareholders' interests in often volatile situations such
as selecting the chief exeuctive, considering a tender offer, and committing the
co mp a n y' s resources to a defense against a
takeover. Directors sometimes
are held legally
accountable for
their decisions
and for the company's policies
and products.
Th e au t h o rs
have done a fine job in providing guidance that will help directors understand
their expanded responsibilities and how
to meet those responsibilities more effectively. The book examines the functions of major board committees —nominating, compens at io n, aud it, and

Miriam Redrick and Stan Stec, Editors

finance. Other topics deal with the roles
of the chairman -CEO, the other directors, and their interaction; dealing with
crises; current trends; and aspects of the
subject particularly pertinent to nonprofit organizations. Especially interesting and useful are the one or two illustrative case studies that follow each
chapter.
Messrs. And ers on and An th on y
clearly have the right credentials. Having retired from being president and
CEO of SRI International, Mr. Anderson currently is a director of five Fortune 500 corporations and several nonprofit organizations. He has taught at
both Harvard and Stanford business
schools. Dr. Ant ho ny is Professor
Emeritus of Management Control at
Harvard Business School and is the author o f more than 15 books. He has
been a director of two Fortune 500 companies, chairman of the board of trustees at Colby College, and a director or a
t ru s t ee of s everal
no n p ro fi t
organizations.
I highly recommend this book for
anyone who wants an insightful view of
what can be expected when one accepts
an appointment to a board of directors.
Louis Bisgay
Director,
Management Accounting Practices
Managing in the Service Economy
James L. Heskett, Harvard Business
School Press, Boston, Mass. 02163, 1986,
211 pp.—While many have bemoaned
the deindustrialization of America, few
have considered the opportunities posed
by the growth of a service -based economy. In Managing in the Service Economy, Harvard Business School Professor
James Heskett presents an upbeat overview of the U.S. service sector.
The book integrates two topics. First,
the author provides a four -part blueprint for delivering a "strategic service
vision," which shows how a manager
can identify and provide outstanding
services to customers. Second, Prof.
Heskett addresses public policy issues
concerning the spectacular growth of
service firms in recent years.
The "how -to" theme is based on a
65

general management overview of how
service companies should be run. The
strategic service
vision involves
targeting market
segments, identifyi n g a s ervi ce
concept, formulating an operations st rategy,
and providing a
service delivery
system. In other
wo rd s, a well run service firm
should identify a specific market need,
develop a consistent business plan, and
then carefully integrate marketing and
operations.
Many anecdotes and exhibits bring
the framework to life. Of interest to
management accountants is that, while
industrial firms emphasize cost control,
leading service firms place much greater
emphasis on the control of quality. Such
quality control is made difficult in light
of the comparatively high degree of contact between a service company's emm-

ployees and its customers.
ployees
The public policy issues raised are
just as interesting. Three- quarters of all
American jobs are now in the service
sector. This preponderance of service
jobs has been cited as a cause for flagging worker productivity. Prof. Heskett
argues that flawed productivity measures fail to measure the efficiency of
service firms correctly. Service jobs not
only create more wealth than many industrial jobs, but they are generally less
sensitive to economic recession and foreign competition.
Discussions of the multinational development of service firms and the future of service industries supplement the
main text.
Managing in the Service Economy
provides a fine overview of the service
sect or's ris ing impo rtan ce. The text
makes for good general reading and can
serve as a useful management reference
book.
Thomas King
MBA candidate
Harvard Business School

Circle number 15 on reply card.
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The Chase
John Donald Wilson, Harvard Business
School Press, Boston, Mass. 02163, 1986,
432 pp. —If you're interested in reading
about Chase Manhattan Bank's development, this book is for you. The emergence of Chase Manhattan Bank as one
o f t h e wo rl d 's
great leaders in
,pHN DONALD WILSON
finance —from
the bank's begin- T H E
ning in 1945 C H A S E
4

Bankruptcy Deskbook
Harvey M. Lebowitz, Practicing Law Institute, 810 Seventh Ave., New York,
N. Y. 10019, 1986, 655 pp. —Let's hope
the readers of this magazine do not need
this book. While written for lawyers, it
provides an excellent understanding of
the bankruptcy system. Perhaps the best
use by accountants would deal with situations in which a major creditor files
for bankruptcy and you are attempting
to recover funds owed. Material on the
meeting of creditors and dealings of the
bankrupt party with creditors would be
very helpful.
AMK

i i iI

eficial aspects and may not cover some
of the built -in disadvantages. It is easy
to discuss upd ati ng incen tives for
changes in methods, but persons who
have worked in this area might agree
that it is easier talked about than it is
accomplished.
Discussions of robotics, employee
suggestion programs, and management
by objectives are covered thoroughly,
and at least some mention is given to
quality and participative management.
This book is totally recommended for
persons with an interest in the subject.
AMK

Improving Total
Corporate Productivity
Raymond A. Boy, Van Nostrand Reinhold, 115 Fifth Ave., New York, N. Y.
10003, 1986, 178 pp. —The author, an
industrial engineer, brings to the subject
of productivity all the strengths of his
profession. Management accountants
with a mandate to develop a productivity improvement program for their company would find this book very helpful.
The author's recommendations regarding the desirable attributes of incentive
plans for hourly workers stress the ben-

through 1985 —
is ch ro n i cl ed .
Chase's growth,
mergers, organizat ion al structure, operations,
and activities are
discussed, just to
n ame a few
topics.
The au th or, J ohn Donald Wilson,
joined Chase Bank in 1953 and retired
in 1981 as senior vice president and
chief economist. He writes this book
based on his close contacts with chief
executi ves, service o n vario us b ank
committees, and firsthand observations
of the changes in banking.
Kim Serocke
NAA Public Relations Assistant
Joint Ventures: An Accounting
Tax and Administrative Guide
Joseph M. Morris, John Wiley & Sons,
605 Third Ave., New York, N. Y. 10158,
1987, 320 pp.—Only about 10% of this
book deals with the business aspects of
joint ventures. The author's insights
into the people problems of a joint venture, the financing requirements, and legal structure are very interesting but
MANAGEMENT ACCOUNTING /MAY 1987

probably could have been expanded. Selection of a joint venture partner and
the compatibility of business philosophy
and practices may be the most important aspects of setting up a joint venture. This material, unfortunately, is not
covered nearly as heavily as are the
more technical and tax aspects.
Separate chapters are provided for
the equity method of accounting, accounting for research and development
joint ventures, and accounting for specialized industries such as real estate
and oil and gas. The federal tax aspects
of joint ventures take up about one third of the book. The material is well
written, not overly technical, and is as
up -to -date as any hardbound book can
be_
The recently enacted Tax Reform
Act of 1986 is covered, although it is
obvious the material was added after
the basic manuscript had been written.
Material provided on public financial
statements and SEC requirements of
joint ventures are pretty straightforward
and should not be the basis for anyone
purchasing this book.
Persons involved in setting up a joint
venture or responsible for handling joint
venture accounting either at the joint
venture level or at the parent company
level would be well advised to purchase
this book.
AMK
The three books listed below are published by Practicing Law Institute, 810
Seventh Ave., New York, N. Y., 10019:
New Financial Instruments
Gregory K. Palm, 1987, 725 pp. —Indexed securities, auction rate preferred
stock, interest rate and currency swaps,
and foreign currency debt offerings in
the U.S. are covered comprehensively in
this new handbook. Written primarily
for issuers of securities, each chapter is
authored by a specialist in the field. One
of the book's major benefits is the comprehensive exhibits in each chapter. Everything you might need to know is
included.
Investment Companies 1987:
Meeting New Challenges
Stanley J. Friedman, 1982 1,100 pp.—
The Tax Reform Act of 1986 significantly affected investment companies,
and this volume brings interested perMANAGEMENT ACCOUNTING /MAY 1987

EMPLOYER
BENEFIT
PROGRAM
low there's a way to adminisempl oye e pension programs
at benefit you as well as your
mployees.
With our Administrator's
Pension Syste m, you c an do
all the work in- house, on your
own PC. Your company can
save thousands of dollars a
ye ar, whil e you ha ve more
control,
you purchase APS, you get a
support t eam of some of the top pension
expe rts in t he c ount ry. So a s t a x l a ws
change, the expe rtise you ne ed i s only a
phone ca ll awa y.
Call us at 800 - 732 -3688 for more informa ti on on how your c ompa ny c an benefit using the APS program.

E.F. HaskeU & Associates
1110 E. Missouri
Phoenix, AZ 85014
(602) 277 -2534
80 0 -7 3 2 -3 6 8 8
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sons up to date. Chapters on yield computation, advertising, and specific country funds would be int eresti ng to
technicians. A chapt er on financial
planners, while outside the direct scope
of investment companies, and one on
protecting director and trustees are of
more general interest. A solid reference
work.
Securitization of Commercial
Real Estate
Irvine A Finn, 1987, 450 pp. —How do

Moody's and Standard and Poor's rate
mortgage - backed securities? What are
the federal securities law problems of
these new instruments? These and other
topics such as the ins and outs of partnerships and the new passive loss rules
are some of the subjects covered in this
volume. As with every PLI publication,
the exhibits are excellent, and, for individuals requiring specific knowledge on
the topic, we highly recommend these
volumes.
AMK
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People in the News
Promotions and New Positions
John P. Gannon, Akron Cascade, was
appointed controller at Funtime, Inc.,
Geauga Lake, Inc.
Sandra G. O'Brien, Baton Rouge, is
now a partner at Ellis —Apple & Co., a
Baton Rouge CPA firm.
Michael R. Saksa, Calumet, was appointed financial consultant to Calumet
College of St. Joseph.
Thomas J. Valla, Chicago, was named
vice president— finance, Butler Specialty Co., Chicago, Ill.

Rocky Hill, Conn. plant of the Midland
Division, The Dexter Corp.
Jacqueline J. Toll, Kansas City, is now
assistant controller at Truman Medical
Center.
Joanne Judge Kiser, Lancaster, past
president, was named president of Community Hospital, Lancaster, Pa.
Paul F. McMahon, Member -at- Large,
USA, has been appointed executive
p art n er of Ern s t & Wh i nn ey
International.
H. Franklin Greer, Memphis, has

Paul M. Williams, Illinois Northeast,
was promoted to plant controller of the

NEWKIRK

SMITH

South Jersey

So. West Virginia

opened his own CPA firm.... Billy W.
Miller was named vice president and
group controller of Th e New Times
Broadcast Group.

• Third Edition
• Covers All 5 Parts
• New Two-Volume Format
I — Outlines & Study Guides
II — Problems & Solutions

• Send $21.95 for Each Volume
Accounting Publications, Inc.
P.O. Box 12848
University Station
Gainesville, FL 32604
or call (904) 375 -0772
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Stuart D. Green, Rhode Island, has
joined George Beram & Co., Inc., as director of administration and finance.
Doran R. Smith, Southern West Virginia, is now controller at Cannelton Industries, Inc., and Subsidiaries.
Ralph W. Newkirk, Jr., South Jersey,
pres id en t o f t h e St u art C amero n
McLeod Society, was promoted to assistant dean of the faculty of business studies at Rutgers University, Camden, N.J.

James B. Ohrn, Erie, is now treasurer
for Assembly Machines Inc., Erie, Pa.

by
Irvin N. Gleim
Date L. Flesher

Kent L. Dewey, Piedmont- Greensboro,
was admitted to partnership with Williams, Overman, Pierce and Co.... David Edgerton was promoted to vice
president at Glen Raven M i l l s . . . .
Sheila B. Hale was appointed vice president of finance, chief finance officer,
with Amsco- Craftsmen Hosiery, Inc.,
Concord.

Brian L. McGuire, Mobile, was promoted to director of taxation and corporate
financial analysis at Southern Medical
Health Systems.
H. Michael Finley, Nashville- Capitol
City, was appointed chief financial officer of International Clinical Laboratories, Nashville, Tenn., in addition to
his position as vice president— finance.
Paulette Ashburn, Nashville -Music City,
was promoted to assistant vice president— accounting, and Johnny H.
Thompson was promoted to southern
region chief financial officer at Corroon
& Black.
Joseph H. Miller, Nebraska Corn husker, was named director of accounting for the OMC Lincoln division of
Outboard Marine Corp.

Walter J. Wilk, Texas Bay Area, was
appointed controller and treasurer at
Humphreys and Glasgow, Inc., Houston, and at Earl Wright, Inc., San Francisco. B o t h compani es are wholly
owned subsidiaries of Ensearch, Dallas,
Tex.
Charles L. Squire, Minneapolis- Viking,
was promoted to executive vice president of Robert Half of Minnesota,

Emeritus Life Associates (ELAs)
Herbert A. Alpert, San Fernand o
Valley.
George L. Arendes, St. Louis.
Carleton D. Barlow, Calumet.
Alba L. Bates, San Antonio.
R. W. Blythe, Jr., Tippecanoe.
Ross J. Boemi, Rochester.
Paul A. Booth, San Diego.
Arthur J. Bouchard, Pittsburgh.
David G. Brown, Nashville- Capitol City.
Joseph J. Cesario, Syracuse.
Richard T. G. Choy, Hawaii.
Delmon G. Cook, West Alabama.
Mary E. Cope, Detroit.
Wayne R. Duttenhaver, Atlanta North.
Charles J. Ehrensberger, Pennsylvania
Northwest.
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Marjorie C. Gorenflo, Buffalo.
Cesar A. Salas, Member -at- Large, USA.
John M . Greener, Jr,, Bergen - past president, SCMS.
Rockland.
Harry L. Sappington, San Jose.
C. R. Halderman, Zane Trace Ohio,
C. J. Scott, Member -at- Large, USA.
Sol Halfon, Seattle.
Louis F. Serafi ni, Penn sylvan ia
James M. Harris, Erie.
Northeast.
Richard J. Haughney, Erie.
Amar Nath Sharma, Washington.
Albert J. Holop, Cleveland , past Woodrow W. Slatzer, Columbus.
president.
Marvin W. Slomke, Southwest Virginia.
Edwin F. Johnson, Fort Worth, past William L. Spatz, Reading.
president.
Edward N. Sprowl, Jr., York.
Harold N. Johnson, Greater Greenville. Claude E. Stockton, Cape Canaveral.
Donald L. Kasdorf, Racine - Kenosha.
Rolf J. Weinberg, Alameda County
Clayton R. Kierbow, Shreveport.
South.
Richard J. Lamb, Denver,
William E. Loeb, Akron Summit.
Im Memoriam
Theodore A. Lussier, Massachusetts
Pioneer Valley, past president.
Richard T. Bourque, 67, Massachusetts
Thomas P. McMahon, Rockford.
Pioneer Valley, 1980.
Richard A. McManus, Brooklyn - Addison B. Carwile, Jr., 61, Greater
Queens, national director, 1964 -66, past Greenville, 1980.
president, Stuart Cameron McLeod So- John M. Christie, 63, Denver, 1967.
ciety (SCMS).
M. W. Cover, 62, Orange County, 1968.
Louis L. McRae, Hawaii.
Ora Ray Dawson, 75, Dayton, past presLouis J. Mitrovich, Phoenix.
ident, past national vice president, 1935.
Walter S. Moran, North Central Ohio. St u art C amero n McLeod Society
P. Ronald Morris, Pittsburgh.
(SCMS).
Robert R. Musser, South Bay.
Leroy T. Detman, 72, Westmoreland
John F. O'Connor, Al ban y, past County, 1944. Emeritus Life Associate
president.
(ELA).
Wayne F. Plant, Jr., Birmingham -Mag- Martin C. Ficken, 35, Piedmont Greensic City.
boro, 1978.
James H. Pohl, Cuyahoga Valley, na- H.H. Fields, 66, York, 1960. ELA.
tional director, 1972 -74. SCMS.
Nora J. Fitzstephens, 73, Detroit, 1973.
Norman L. Pollak, San Fernand o ELA.
Valley.
A.M. Galosic, 49, North San Diego
Arthur A. Routio, Hartford, vice presi- County, 1968.
dent, 1973 -74. SCMS.
John H. Gilby, 78, Chicago, past presiEugene H. Ritter, Detroit.
dent, 1943. ELA. SCMS.
Gilbert O. Rogers, Jacksonville.
Ronald O. Hagans, 48, Knoxville, 1967,
Shelton C. Rogers, Member -at- Large, Arthur A. Mayhew, Jr., 65, Los AngeUSA.
les, 1962.
Paul Rothstein, Bergen - Rockland, past Leslie K. Laird, 84, Chicago, 1944.
president. SCMS.
ELA,

Bar Code Technology
NAA is interested in exploring the use of bar code technology in accounting.
For example, can bar codes be used to identify fixed assets and automate the
taking of fixed asset inventories? If your organization has any applications of
bar code technology in your operation, or if you are interested in exploring
the implications of bar code technology in accounting, please call Stan Stec,
NAA Manager of Technical Information Services at (201) 573 -6234. If there
is enough interest in this subject, NAA will consider undertaking a research
study in the area and perhaps hold a one -day meeting to explore the ramifications of this technology. Bar code technology is an innovative area, and NAA
would like to take a leadership position. We need your help.

tw el ve c on tr i b ut i n g au th or s, s el ec te d f o r
th ei r expe r t i s e an d kn ow le dg e

of

c onc ep t s c ov er ed o n t he C M A ex am .
C M A Re vi e w is a self - c ontai ned r evi ew
of a l l t h e i n f o r m a t i on n e ed ed t o
the

pass

exa mi n at i on . E a c h vo l um e c o ns i st s o f
text th at di s c usses the c o nc epts
i l lu st r a te d by p r e vi ou s

C M A que sti ons
w i t h s t ep -by- s t e p i n s t r u c t i o ns o n ho w t o

ans w er t he ques t i ons , and ot her

CMA

pr ob l em s a n d s ol u ti o ns th a t r el a te to th e
conc epts di sc ussed.
CMA Review Tapes, containing over 50 hours of
audio cassettes, are:
• flexible - allows you to select the time and place
where you study. Study at home or in your car
commuting to and from work.
Comprehensive - covers all topics needed to pass
the examination.
• Current - contains discussion of most recent
examination questions and accounting pronouncements.
• nigh Quality - recorded by professional reader
on excellent quality cassettes.
EXAMINATI ON PART/ TI TLE

Volume 1

Economics and
Business Finance

PRICE

Book: Vol. 1
Caawtie Tapes

s 19.95
$100.00

Book: vol.2
Cassette Tapes

S 19.95
$100.00

Publi c Repor ti ng
Standar ds, Auditing,
Book: Vol.3
Taxes is" V o l . 6 below) Cassette Tapes

$ 19.93
S120.00

Volume 2

Organizati on and
Behavior , and Ethics

Volume 3

Volume 4
Inter nal Repor ting
and Analysis

Book: Vol.4
Cassette Tapes

s 19.95
$110.00

Book: Vol.s
Cassette Tapes

S 19.96
$110.00

Volume 5

Decision Analysis,
Modeli ng and
Inf or mation Systems

Volume 6

1986 edition, contains taxes, current developments
and most recent exam questions. One copy is needed
for use with any cassette tape order.
Book: Vol.6

$ 19.93

Complete Set
Save S40 on CMA Review tapes or $20.20 on CMA
Review books by ordering a complete set.
Books: vols.
Tapes: Paris 1 -5

$ 99.30
SSW 00

Skipping Information: UPS shipping and handling:
Tapes - $4.00 for first part and $1.00 for each additional part. Books - $4.00 for first volume and $.50
for each additional volume. California residents add
6 1,i % sales tax.

Malibu Publishing Company
31304 Via Colinas, S u i t e I10
W e s t l a k e V i l l a g e , CA 91362
Telephone orders: (818) 889 -1495
Circle number 12 on reply card.

New Products /Services
out sheet or tractor feed mechanisms.
Model AC2001 is designed for smaller,
desktop printers; and Model AC3001 is
appropriate for wide- carriage models.
For further details, call the company in
Novato, Calif., at (415) 883 -1221.

PC Discount's Noble 386 Portable.

PC Discount has introduced the Noble
386 Portable, a 80386 -based portable
personal computer. The Noble 386 has
a processing speed 18 times faster than
that of an IBM PC. Its standard features in clude a 16MHz 32 -bit Intel
80396 microprocessor and a real -time
clock calendar with battery backup. The
computer offers six expansion slots, including a 80387 Match coprocessor slot,
a built -in nine -inch monochrome monitor and monoch rome video graphics
board, an 84 -key enhanced keyboard,
and 512K of RAM that can be expanded to 4,000- Megabytes (4- Gigabytes).
The Noble 386 Portable weighs under
35 lbs. an d co mes co mp l et e wi th a
20MB hard drive and a 36OKB floppy
disk drive. For more information, write
to PC Discount, 2100 Travis St., Suite
630, Houston, Tex. 77002, or call (713)
655 -9047.
Sun -Flex Company, Inc. has introduced
Classic Series Whisper, acoustic enclosures for printers. The sound enclosures
are available in six models which fit
more than 20 0 p ri nt er mo dels from
among more than 50 popular printer
brands. The lightweight enclosures are
wedge- shaped in design and feature a
transparent lid with a pneumatic lid
support system for easy access to the
printer and its work. An illuminated
front - mounted switch controls power to
a whisper -quiet fan and an internal AC
power outlet for the printer. The enclosures' rear and bottom paper feed slots
accommodate most printers. The four
models in the Classic Series Whisper
AC -1000 series fit printers requiring
traditional depth and meet the height
requirements of printers with and with70

Business Efficiency Aids, Inc. has introduced the TurnFile (TM) Series 360,
a rotary storage file for 4" x 4" x 1 " microfilm cartridges or reels. The four -sided single unit holds up to 360 cartridges
and may be used as a table or floor file.
Its modular design measures 22 3/8"
square and 36" high and permits double
stacking for up to a 720 storage capacity
(69" high). A mobile cart version is also
available. The storage file's steel construction is welded for maximum rigidity and durability. A wobble -free, heavy duty ball bearing swivel permits quiet,
fingertip turning. The mobile cart has
4" casters for full mobility on or off -site.
For further information, call the company in Skokie, Ill., at 1 -800- 232 -5165;
in Illinois, call (312) 673 -0520; Telex:
289467.

Elizabeth Warren, Editor
ability to summarize information from
the lowest level organizational unit
through the most complex structure,
and then reproduce a summary of the
corpo rate accoun ti ng s ys tem. With
FINGRAPH II, o ne chart wi ll aut omatically describe the same information
for all levels of the organization and
provide room for 999 organizational
units. The software's duplication feature
allows financial managers to set up a
master chart of account and standard
organization and then duplicate it up to
999 times. The program also enables financial analyst s to set up th eir own
"what if?" companies without harming
the accounting data. FINGRAP H II
runs on IBM PC and 100% compatibles
with a hard disk and 512K memory.
Site licensing, consulting, and training
are available through GMIS and Pannell Kerr Foster, the national accounting and consulting firm, which develop ed th e p r o g r am. Fo r mo re
information, call (312) 786 -1330.

Software
MicroMash has released MicroMash
CMA Review, a computerized review
course for the Certified Management
Accountant examination. The instructional program includes more than 800
recent multiple- choice and essay /problem exam questions. The questions are
arranged by category for ease of study.
Each question has a written text answer, categorized and referenced to the
prevail ing aut hori ty. The program's
study options are individualized in a variety of categories, i.e., questions not
seen before, missed previously, by sections, and with or without answers. For
more information, call (800) 241 -9700;
in Texas, call (409) 295 -1597.
GRAPHIC M *I *S, Inc. (GMIS) has
rel eas ed FINGRAPH II, a software
package designed to standardize financial graphics. FINGR AP H II h as th e
capability of accepting data from almost
any spreadsheet or database system, in
almost any sequence. It featu res the

Sun -Flex Company, Inc.'s Classic Series
Whisper acoustic enclosure for printers.
Fast -Tax has added Sales Tax Administrator, a micro -based sales and use tax
software program for corporate tax departments to its Corporate Series Software family. Sales Tax Administrator
contains approximately 30,000 tax rates
and handles almost 130 returns and
schedules for 45 states and the District
of Columbia. The system also incorporates all state - administered sales and use
tax programs such as county, city, and
transit authority taxes. It is supported
by monthly updates to provide users
with the most current rates and forms.
The software program enables users to
download sales and use tax information
from either mainframe or microcomputMANAGEMENT ACCOUNTING /MAY 1987
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Bankruptcy Examiners, Inc. has released the Creditor Accounting and Audit Program (CAAP), a program for
debt resolution management in corporate bankruptcies. CAAP has two integrated aspects: a computer -based accounting system for pre- bankruptcy

debt about which a "plan" of reorganization is aimed, and a program to audit
claims filed by creditors with the bankruptcy court, and of other scheduled
debt, to verify that the debt before the
court is correct. The audit function provides the major input to the accounting
system which begins by preparing three
schedules: A -1 (priority debt), A -2 (secured debt), and A -3 (unsecured debt).
This information creates a database of
creditors and is updated as claims are
filed and the audits performed. The database is used to produce reports to help
form the "plan" and lead legal professionals to place appropriate motions before the court to disallow or reduce
claims or adjust scheduled debts. The
program also will provide reports on the
voting of creditors and produce checks
to disburse funds in accordance with the
"plan." The CAAP accounting system
is designed around the IBM -PC with a
mi n imu m o f 4 48 K internal (RAM)
memory. Two floppy disk drives provide a master file capacity of 1,800 creditors. A hard disk version that will handle 10,000 creditors is planned. For
more information, call (404) 457 -9658.

.

Mitrol, Inc. has rel eased M ITROLACC, accounting software for financial
management. MITROL -ACC provides
on -line, integrated solutions to financial
management in real time. The software
encompasses general ledger, accounts
payable and receivables, sales orders,
cash management, invoicing, fixed assets, and a volume of other accounting
management functions. It is written in
Mitrol's fluid, functional fourth generation language (4GL) with it's integrated
database. MITROL -ACC general ledger allows users to do multi- dimensional reporting and modify and /or create
99 different versions of financial and
management reports on line. Users can
also initiate project reporting, product
reporting, market reporting, and up to
nine different sub - ledgers tailored to
meet customers' different requirements.
The software also offers external interface to applications written in other languages and handles multinational foreign exchange which allows users to
automatically convert and maintain
dual currencies. MITROL -ACC runs
on IBM operating systems running VM
or MVS, including the new 9370 series.
For more information, call (617) 9339545.

Business Efficiency Aids, Inc. 's TurnFile
(TM) Series 360 rotary microfilm storage
file.

The directory is divided by state with
companies listed alphabetically within
each state. The publication is available
separately or in combination with Dial A -Fax Directory Assistance, a continuously updated listing of new fax installatio ns an d facs imi l e us er n ames ,
addresses and fax phone numbers in the
U.S., Canada, and more than 18 countries worldwide. For more information,
call 1- 800- DIALFAX;... Vertex Systems, Inc. has released a National Sales
Tax Manual on what to do to comply
with state and local sales tax requirements in all 50 states, the District of
Columbia, and many major local tax jurisdictions. The reference guide comes
in six regional editions. Each edition includes terms and definitions oftax treatments and transactions, easy -to -use
charts of taxable goods and services,
guidelines for special conditions and exemptions, and key facts about sales tax
compliance. Reference listings for each
state outline major features of tax laws,
and give names and phone numbers of
taxing authorities. For more information, call the company in Wayne, Pa., at
(215) 687 - 9060... Continuing Education Publications of Portland State
University announces publication of
"You Can Talk To (Almost) Anyone
About (Almost) Anything," a clear and
practical speaking guide for business
and professional people. The guide includes chapters on techniques of good
delivery, how to use humor effectively,
tips on organization, and 10 commandments of public speaking. To order, call
1- 800 -547 -8887.

_

er files. Input also can be entered from
the workstation keyboard into screens
that resemble the desired sales and use
tax forms. General corporate and state
taxing authority information is entered
once and carries to all returns. All
screens are edited so that the user receives immediate feedback if data is entered incorrectly. Once data has been
entered, a return is computed using
built -in tax rate tables which contain a
complete listing of state and local tax
rates, addresses, and other filing information. The user may manually override any rates on a return and the return
can be reviewed on screens that resemble the state sales and use tax forms.
Fo r mo re i n fo rmat i o n , cal l 1-800 FAST -TAX.

Dial -A-Fax has introduced the "Fax
Phone Book," a facsimile phone number directory listing more than 55,000
companies in the U.S. and Canad a,
their addresses, and fax phone numbers.
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Classified
HELP
W ANTED
DUTI ES : teach in term ed iate an d advanced accounting courses; provide leadership in developing future department curricu la . Qu a lif ica t io n s : MBA /C PA ,
teaching experience, some professional experience. Rank and salary commensurate
with qualifications. Messiah College is a
Christian liberal arts college (2,000 students) located in central Pa. with approximately 400 business and accounting majors. Send resume to: Dr. Steven Musser,
Accting. Department Chair, Department
of Man agement and Business, Messiah
College, Grantham, Pa. 17027.
AEROSPACE /DEFENSE— Openings nationwide for Finance /accounting professionals with working knowledge of Federal
Acquisition Regulatio ns and Cost Accounting Standards. Fees paid by client
firm s. Send resume or call collect. Acknow led gem en t
gu a ra n t ee d . TH E
HOSNER GROUP, P.O. Box 22X, Dept.
MA, Sewickley, Pa. 15143, (412) 741 -1955.
MA N A GE R , FI N A NC E . Set up an d
maintain financial reporting systems such
as A /P, A /R, G/L in an IBM System /36
environment using DMAS. Conduct forecasting using linear and multivariate trend
ana lysis , ca pita l a nd ope rations budgeting,
multiproduc t profit a na lys is a nd c ost s tudie s , ROI, PV a na lys is , fina nc ia l s ta te me nt

analysis, linear programming for optimization applications. Implement use of financial and statistical software packages such
as Lotus 1 -2 -3, IFPS, VISICALC, SPSS on
IBM PC's an d co mp atibles. Use RPG II
and basic System /36 utilities. 40 hours per
week, 9 -5. $28,000 per y ear. MBA Finance. Minimum six months experience in
financial management. Resumes to Illinois
Department of Employment Security, 401
South Start Street -3 South, Chicago, Ill.
60605, Attentio n: L. Donegan, Reference# 6713. Employ er paid ad.

PROFESSIONAL
OPPORTUNITIES
START YOUR OWN ACCOUNTING
FIRM! Complete manual. Free information. Accountant, Box 281, Iola, Kans.
66749.
Rates: $2.00 per word, 15 word
minimum. Abbreviations, ZIP
codes, and phone numbers count
as one word each. All classified
advertising must be prepaid.
Non- commissionable.
Closing Date: Deadline for copy is
the first day of the month preceding publication date.
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FREE INFORMATION —New publications; GET YOUR A FFA IRS IN ORDE R an d HOW TO S TA R T YO UR
OWN BUSINESS. Write General EduMedia, Box 1549M, Troy, Mich.

want

TI R E D O F TH E COR POR ATE R AT
RACE? You can start your practice with
$30,000 in annual billing, the ability to secure 10 to 15 new clients every month,
computer training and software. Call Accounts Unlimited for Details at (800) 6422729; in N.J. call (609) 629 -2900.

to reach
hundreds of thousands

PROJECT CPA ASSOCIATES, INC. Experienced computer versatile CPAs available. For per diem assignments; tri -state
area. All phases: Accounting, Taxes, Financial & SEC Reporting. Call (212) 6743005, (718) 657 -8108.

of corporate
accountants

BUSINESS
FORMS

with your

Continuous forms. Fits packaged software.
5 -day turnaround. Checks, invoices, statements, etc. Custom forms and envelopes
also. Color and type choice. Satisfaction
guaranteed. Call Checks To -Go at 800854 -2750; 800 -522 -8817 in Calif.; 800 -3362961 in Alaska., or 619 -588 -9903 Local.
Ask for Mary.

product or service?
Call Doryne Gerstein
(201) 573 -6275

W ANTED
ACCOUNTING PROFESSIONALS with
current earnings in the $25K to $40K
range interested in positions in the Mid Atlan tic area. Professional placement by
past president of NAA Chapter. Send resu m e o r con ta ct Bill Tr a u m , The
BYRNES Group, 149 West Market St.,
York, Pa. 17401, (717) 846 -5656.
WANTED: Advertisers who want to reach
th o u san d s o f M A N A G E M E N T ACCOUNTI NG decision makers for only
$2.00 a word. Whether you are buying,
selling, booking, or hiring, you will be
m o r e effective in t h e MA NA G E ME NT ACCOUNTING Classified page. Cont act
Doryne Gerstein (201) 573 -6275.

Copy: All advertising must be submitted in type written, double spaced form. No telephone orders
accepted.

Box Number; Write Doryne Gerstein at MANAGEMENT ACCO UNT ING.

Disp lay Classified: One - twelfth

page (one column x 2% ") is availab le at $395.

Do you

$35,000
Line of Credit
As a member of the National Association of Accountants, you can apply for a line of credit up
to $35,000 ... on your signature only.
• All transactions handled by mail.
• Special interest rate of 5.9% over prime.
■ No fees of any kind.
Take advantage of this special offer. Write us, or call roll free. You'll receive our mini - application right away!

SECURITYPACIFIC SERVICES
yEXECUTiVEIPROFESS101VA!
4201Easl41hAvenue.Ste142.AuroraCO800'.1
Toll-free (800) 525,1112

Payment: Payment in U.S. funds
must accompany each order. Mail
copy to Doryne Gerstein, MANAGE.
MENT ACCOUNT ING, 1 0 Paragon
Drive, Montvale, NJ 07645.1760.
Acceptance: Publisher reserves
the right to accept or reject advertisements for MA NA GE ME NT A C
COUNTING Classified.

Up to 50 words FREE ' to companies that are looking for employees
who hold CMA certificates and so
specify in advertisement.
' up to six insenws.
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Strategic Information
at Your
Fingertips
C

Executive
Information
Software
Commander EIS puts the strategic
information you need to manage
your business at your fingertips, by
delivering information electronically
with touch - activated computer
screens. Touch the screen and
Commander EIS displays reports
personalized to your management
style.
Commander EIS includes an Electronic
Briefing Book of reports and charts
containing your company's performance
against important goals, both financial
and nonfinancial. Additionally, Commander EIS Exception Reporting lets you set
variance ranges so that numbers in
reports are color -coded to draw your
attention to performance deviations. The
exclusive Execu - View"" feature of
Commander EIS permits the probing of
highlighted exceptions.

Commander EIS runs on
IBM mainframes using
VM /CMS or MVS/TSO
operating systems, and on
DEC VAX /VMS. The per•
sonal computer component
runs on IBM PC /AT,
COMPAQ, DESKPRO 386
or fully compatible microcomputers with EGA and
either a mouse or a touch
screen.

During your planning and problem
solving meetings, Commander EIS
provides immediate information for
strategic decision making. Critical management information
is never out -of- reach, or out -of -date with Commander EIS.

Get the facts on EIS!
For this informative, free report on EIS
and how it benefits executives and
their companies, write or call Chris
Kelly at Comshare 1- 800-922 -7979.
In Michigan. 313- 994 -4800. In Canada. 416-675-6363.,

V1JW
CX:NM
"
3001 South State St.
A

Ann Arbor, Michigan 48104
Circle number 5 on reply card.
® 1986 Comshare. Inc.

"in our suit -happy society, checking references for the
real meaning is as difficult an art as writing them. No
service booklet could be more valuable than this. "
Malcolm S. Forbes, Chairman, Forbes Magazine
'Any businessperson who doesn't read this booklet
carefully is missing a wealth of practic al information. "
Martin Edelston, P ublisher, Boardroom Reports

'A savvy; clear - beaded look at the tough business ofgetting a job candidate's old employer to open up to _you. "
Ed Foley, Editor, Executive Productivity
"Never hire another manager without following Robert
Half's advice. Business would be better run if executives
took the time to do what this booklet suggests. "
Alfred M. King, National Assn. of Accountants

FREE
Published as a public service. This booklet is yours free by
contacting your Robert Half office, or writing to:
Robert Half International Inc., Administrative Services Dept.,
522 Fifth Avenue, New York, NY 10036.

1111RoBE-RT
SMLFtF
© accounting, financial and edp personnel specialists
Circle number 3 on reply card.

® 1986 Robert Half International Inc.
All offices independently owned and operated

