1
PEA

,J

19

xmN

192

What sYhe0WeThing
Geneml MotDrs, Saralee,
Nye, Quaker Oats And
ZheBigSixAoemznting
FinmAgree On?

Fast-Tax.

Today, over 1,500 corporate tax
departments, including over 40%
of the Fortune 500, use Fast -Tax.

Over 3,000 CPA firms, including
all of the "Big Six;' use Fast -Tax.
They understand the value of
expertise. And it is well known

that Fast -Tax is the expert when
it comes to systems for tax depa rt me nt a utoma ti on.

federal, state, international,
insurance, sales and use tax,
and premium tax. That's why
when it comes to automated tax

Even though major corporations
rely on their auditors for account- systems, the experts agree.
ing and tax advice, they still choose
System 5 from Fast -Tax to handle
GO,MPUTER LANGUAGE RESEARGH
their tax processing needs.
System 5 can handle any level
1 -800 FAST-TAX
of complexity, any type of return: Extension 7332. In Texas, Call 214/260 -7332.
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CMA PROFILES IN SUCCESS

L. Gayle Rayburn, CMA, CPA

Professor of Accounting
Memphis State University

The Gayle Rayburn success story ...
This is one professor whose knowledge of her subject is not based on theory or
simulation, but actual on-the-job experience. Gayle's early career was spent in
management accounting, with Humble Oil and Refining Company in Baton Rouge,
Louisiana, followed by a short stint with a public accounting firm. Zbday she is a
professor of accounting at Memphis State University. She has authored more than 125
articles for leading accounting journals, and her cost accounting textbook is going into its
fifth edition.

Why she has made the Certified Management
Accountant (CMA) designation part of it ...
"I felt it was important to earn the CMA to obtain evidence of my competence in the
field. When 1 discuss the CMA certification program with my students, l have more
credibility, because they listen to a professor more seriously when discussing the CMA
exam if the professor has also passed the test."

If you're after a management title ...
Make sure you have the CMA after your name. For more information call or write to the
address below ...

GE�� �yo CMA: Three Letters That Spell Success
1

2

Y� Hj 1 9 j9 SY� yti

1 -800 -638 -4427
Institute of Management Accountants

Ccrtified
Management

fo r m e r ly

Accountant

National Association of Accountants
CMA Program 10 Paragon Drive, Montvale, NJ 07645 -1759

Program
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ACCOUNTINGE
FOR CORPORATE FINANCIAL DECISION MAKERS

Cover. IMA celebrates the 20th Anniversary of the CMA program this
year. Beginning on page 23, CMA
holders describe the impact of the
program on their careers.

23
THECMAISZOYEARS
OLD

34
INTERVIEWSWITH
ORIGINAL CMAs

BY JAMES BULLOCH,
CMA
The inception of the CMA
program grew out of recommendations of the Long Range Objectives Committee in 1967. The managing
director who helped rear
this program from seed to
healthy organism describes
the original concept and
growth.

BY DANIEL M. HRISAK
What do the chairman of
the Financial Accounting
Standards Board and the
CFO of the 10th largest
company in America have in
common? Answer: They
were among the first IMA
members to gain the CMA
designation.

BY DAVID T. HAPKE AND
NORMAN F. FOY
IBM has thrown its full support behind the CMA program in the belief that it will
help financial and accounting employees advance
their careers and increase
their contributions to the
company.

28
THECMAONCAMPUS
BY KEITH BRYANT, JR.,
CMA
After 20 years, what presence does the CMA have on
campus? Are faculty and
students aware of it? How
does the CMA fit in the accreditation process? This
IMA member, one of the
first CMAs, provides an
overview of the place of the
CMA on campus.

MANAGEMENTACCOUNTINCA (ISSN
0025.1690) is published monthly by
the Institute of Management Accountants, formerly the National Association of Accountants, 10 Paragon Dr.,
Montvale, NJ 07645.1760, (201)573_
9000. Price $10.00 per copy. Subscriplion rates, per year. $20 (included in
dues, nondeductible); nonmembers,
$120.00. Second class postage paid at
Montvale, NJ., and additional mailing
offices. To ensure uninterrupted mail
service, send present address label
and new address including ZIP number to IMA, Montvale, NJ 07645-1760.
Allow six weeks for change. IMA's telex number is 9102.509487; facsimile
number is 201. 573.0639. POSTMASTER Send address changes toM A AGEMENTAcCoUNTING®, Montvale,
NJ 07645-1760.
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IBM AND THE CMA

43
HOWUSEFULISTHE
CMA?

38
WHATDOESITTAKE
TOPASSTHECMA
EXAM?
BY ROBERT E. JORDAN,
CMA, AND MARGARET
HOSKINS
Hard work, careful study,
personal commitment, and
meticulous scheduling are
key ingredients for successful candidates.

BY PHILIP H. SIEGEL,
MARIE E. DUBKE, AND
JOHN T. RIGSBY
An overwhelming majority
of current CMA holders in
California believe that the
certification positively will
benefit their careers.

46
59-YEAR-OLD
GRANDFATHER,CMA
BY J. WARREN
TEMPLETON, CMA
It was difficult but this IMA
member climbed to the top
of his own personal mountain and became a CMA.
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INUSE'
According to a recent survey of Datamation Magazine
readers conducted by Cowen & Co., Oracle Financials are
turning the applications market on its head. And as the
biggest players move down to make room for us, it isn't
hard to figure out why.
Oracle Financials are the modern alternative to the
ineffective, unresponsive financial software built in the '70s.
They are, in fact, the only major financial software to be
based on relational technology.
Which means that in a continually changing corporate
environment, Oracle Financials can be quickly
configured to keep pace with reorganizations,

mergers and acquisitions. All without programming. So
you always have the information you need to manage your
business.
And like all Oracle products, Oracle Financials run on
virtually any computer you have today, or will have
tomorrow. On mainframes, minicomputers, workstations or
PCs; on terminals or in client- server configuration.
To find out more about Oracle's open family of portable
software and the education, consulting and support services
that stand behind it, call 1- 800 - 633-0748 ExL4668.
We'll turn your present notions about
financial software upside down.

OR AC LE"

Software for people who can't predict the future.
1 Re1Wve percnv of me"bma ameagj top eight trdapetdrWr vendors. 01992 Oracle GaryondSesW. ORACLE end Oracle Fin ancials are rcPLcred tradeWuvks of Oracle Carporetton, Datannauan u a trademark of Cahne s Publtshugl Associates.
4P Other trade rumen referenc ed are the cmirtnrk or the resi'rczve mrrruteeturer Call for hardware and software requirements Outsldethe U.5 A but within North Amcrka, tall 1- 8O048&BO2C for product, service, and seminuirderme. tiun.
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BY HOWARD SIERS AND
ROBERT E. SWEENEY
Ethics are a cornerstone of
the CMA certification pro-

BY KEVIN V.
FITZGERALD, CMA
Promoting the CMA should
be everybody's job, says
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64
PROMOTING THECMA
BY LAKSHMI U.
TATIKONDA, CMA
At the University of Wisconsin -Oshkosh, teaching management accounting to students is just as important as

teaching public accounting.

52
WHYCPAsSHOULD
CONSIDERTHECMA
BY JOSEPH M.
HARGADON, CMA;
FRANK C. LORDI, CMA;
AND DOROTHY A.
McMULLEN, CPA
The survey reported here
shows that CPAs usually do
well on the CMA exam.

56
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67
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ACCOUNTINGPROFESSION INTHE190S:
A WOMAN'S
PERSPECTIVE
BY SHEILA M. BUSKA,
CM A
How can women CMAs —or
male CMAs, for that matter —best prepare th emselves to meet the chal-
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IMA ethics resources.

The opinions expressed
in this special issue concerning the IMA,
ICMA, or CMA program do not represent
the policy of the Institute unless specified as

lenges of the '90s?

BY R.H. MARS, CMA
The Dutch CMA program is
growing faster.

58
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Offer Congratulations
Upon The
20th Anniversary

Of The
"Certified Management Accountant"
Program
Encouraging the development of innovative programs is a guiding principle
at�the�Johnson�&�Johnson�Family�of�Companies�—�prompting�us�to�sincerely
endorse the CMA Program for the difference it can make.
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This month the Institute has prepared a very special issue, devoted exclusively to the Certified Management
Accountant. Needless to say, I am especially pleased
with this issue because the articles and interviews in it
so fully and eloquently support my first and most important BOLD STEP: "Begin the process of becoming a Certified Management Accountant, if not already certified."
As you read this issue, you will learn of the value of
the CMA, not only within our national borders, but internationally as well. This is not surprising. The United
States is the world leader in the accounting discipline, methods, and practice.
And, as international trade expands and the world becomes smaller and smaller, our influence in that sphere will increase even more. Because we are the
world's leading organization of management accountants, the IMA and its
Certified Management Accountant program, admininstered by the Institute
of Certified Management Accountants (ICMA), will also exert significant influence on the development of management accounting worldwide.
The value of the CMA to management accountants becomes especially
clear when you read the "Interviews With Original CMAs." The interview with
Clark Johnson, for example, shows not only how the certification can help a
management accountant develop a career but also how the preparation for
the exam helps define the areas of knowledge needed for success.
In the article "How Useful Is the CMA ? ", we learn that about half of the
employers of the people polled recognize and reward management accountants for having the CMA designation. This is a cup that can be viewed as
being either half empty or half full. My personal feeling on this subject is that
not only is the cup "half full" but that it has filled up very rapidly within the
past few years. Two years ago, for example, only a handful of companies, Johnson & Johnson and IBM among them, gave special recognition to the CMA
Today, we have more than 100 such companies which have formally acknowledged their support for the CMA program.
After reading this issue of MANAGEMENT ACCOUNTING® magazine,

there should be little doubt in any management accountant's mind that the
CMA is not only a desirable professional designation but one which every
management accountant should consider as a serious and necessary goal.
CMA for management accountants is the future —there is no doubt about it.
So, take a BOLD STEP, and begin the process of becoming a CERTIFIED
MANAGEMENT ACCOUNTANT.

0,6-� 4)4Z_
DONALD W. BAKER, CMA
President, 1991 -92

official publication of the
INSTITUTE OF
MANAGEMENT ACCOUNTANTS
EDITOR
Robert F. Randall
MANAGING EDITOR
Kathy Williams
TECHNICAL EDITOR
Susan Jayson
SENIOR EDITOR
Claire Barth
PRODUCTION
Kimberly Bender
Lisa Nasuta
ASSISTANT EDITOR
Kenneth Aurichio
ADVERTISING
Doryne Gerstein
CIRCULATION
Lisa Dawson
CONTRIBUTORS
Stephen Barlas; Ralph L. Benke, Jr., CMA; Louis Bisgay, CPA. Israel Blumenfrucht, CPA; James Bulloch,
CMA. Arnold Chassen; T. Carter Hagaman; Robert
Half; Roger H. Hermanson; Alfred M. King, CMA;
Catherine Reilly. Patrick L Romano, CMA; Neil E.
Holmes.

x,

PUBLISHER
Gary M. Scopes, CAE

p�

Y
M A

ADVERTISING
REPRESENTATIVES
Montvale, NJ 07645-1760 — Doryne Gerstein, IMA,
10 Paragon Dr., (201) 573.6275. (Fax 201- 573- (ki39)
Los Altos, CA 94022 —Judy Harway, The J.M. Han

way Corp., 4692 El Camino Real, Suite 210, (415)
965.7411. (Fax 415. 9674518)
Irvine, CA 92714 —Dosia Bell, Kay Young & Associates, 4330 Barranca, Suite 101.239, (714) 551 -4924.
(Fax 714 - 651 -0139)
Chicago, IL 60601— Jeanne Bischoff. Phyllis Karanicolas, Karaban Labiner Associates, 333 North Michigan Ave., (312) 236.6345. (Fax 312 - 236.1079)
Concord, MA 01742 — Barbara Arnold, Warren Arnold. BHA Associates, 18 Main St., (617) 259.9207,
(617) 259 -8103. (Fax 617- 259.9883)
Authorization to photocopy items for internal or personal use, or the internal or personal use of specific
clients, is granted by the IMA to libraries and other
users registered with the Copyright Clearance Center (CCC) TransactionalReportingService, provided
that the base fee of $1.00 per copy, plus 10C per page,

is paid directly to CCC, 27 Congress St., Salem, MA
01970. 00251690/90 $1.00 + IOC
Copyright ® 1992 by the Institute of
Management Acco untants

Vp BPA

MANAGEMENT ACCOUNTING/APRIL 1992

tarter an you

go through to
deliver the

117P _

,

reports...
o� �/� �j�bh h� PS�� �

/i,ja

.Z'

What will it take to
deliver the answers?
t isn't enough anymore to deliver
concise, complete, consolidated
financial reports.
Even if you could deliver them
early, it still isn't enough. Because
now, managers want to analyze,
scrutinize and theorize over your
numbers in ways you probably
didn't think possible when you
originally designed those reports.
You know the struggle you go
through just to pull the regular
reports together, what will you do
when your boss wants a detailed
analysis by product lines you
don't normally track? Or wants a
cost -of -sales summary broken out

I

by operating unit and line of business that you don't normally report
separately? What will you do when
a reorganization has the executive
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brass hungry to see new reports and
analyses — that afternoon?
To cope with demands like these,

you need more than just a good consolidation system. You need answers
you can only get with a system that
can meet the needs of consolidation
managers, business analysts, budget
directors and the executive staff. A
system that lets you access, integrate
and analyze data enterprise -wide.
That handles currency translations
and intercompany eliminations
automatically. That increases your
people's productivity, not their programming skills. That runs right on
your LAN or cooperatively with
your host computer.
That's the power of the intelligent financial and management
reporting solutions available from

4� tioah��

Comshare.
A family of solutions, proven in more than
2,000 installations worldwide, that

are helping people deliver the
answers everyone seems to need.
Right now.
If you're looking for help in
delivering the
answers, ask us about
■
financial and
Comshare's software
Stanagement

solutions. For a free
copy of this white

Reporting
Inia
as tiatistrategic
ve

paper and seminar
information, contact

Chris Kelly:
1- 800 - 922 -7979
(in Canada: 1-8W-541-1780)

OOM51-�1/� IRC.
3001 S. State St., Ann Arbor, MI 48108 313- 994.4800
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ROBERTF.RANDALL,EDITOR

CONFESSIONSOFACMA
CANDIDATE
am guilty of underestimating the
CMA examination. Not because I
believed my abilities were superior, but primarily as a result of the
CMA's reputation, or lack thereof, in
the business world.
The CMA designation does not
possess an instantaneous recognition
of achievement as does the CPA In
most instances, I have had to explain
what it means to others including defining the acronym. The response to
such an explanation tends to be "well,
it still is not a CPA"
No, the CMA is not the CPA Granted, the first and last letters stand for
the same words, but what comes between is very different.
Public Accountants are a special
breed. They are those pencil- pushing,
baggie -eyed, FASB- quoting individuals who seem to enjoy cranking out
certified financial statements and tax
returns.
Management Accountants, on the
other hand, are those individuals who
keep corporations and small businesses in business so that the CPAs of the
world are not destined to an existence
solely supported by 1040s. (Management Accountants are also frequently
baggie -eyed and do push a few pencils!)
Management Accountants deserve
some respect and those that are capable of becoming certified under the
ICMA's qualifications deserve the
same kind of respect that CPAs have
been getting for generations. The recognition of a CMA's achievement is
improving, but it is a slow process.
During the three years since leaving Big 6 public accounting, I have frequently been asked if I am a CPA My
answer is simple, "I do not want to be
a public accountant so why do I need

dents.
The CMA examination would be extremely difficult for a recent graduate.
Whereas, the CPA is more easily
passed [as soon after] degree- completion as possible. The knowledge base
developed from practical education
(i.e., work experience) is integral for
success on the CMA examination.
Having approached my first sitting
for the CMA with a light heart, I feel
that it is unlikely that I passed. I will
undoubtedly complete it upon reexamination as it presents a real challenge to my intellect.
What taking the examination has
done is give me renewed respect for
the managerial accountants of the
world. The unsung heroes of the accounting profession with unknown
names, followed by titles such as Controller, Financial Analyst, or Accounting Manager.
These are the people who make the
numbers work day in and day out so
that senior management can make
timely informed decisions. They are
the ones who must possess skills to be
team leaders, devil's advocate, and
special worker while still cranking out
the numbers. And then, at year -end,
they have to satisfy a group of CPAs
that these numbers are in conformance with GAAP.
Sure, some days I wish I was a CPA
... it would stop a lot of questions, but
I look more forward to the day when
I will proudly be designated a CMA
Because, given my choice between
working side -by -side with a CPA or a
CMA, I would choose the CMA any
day of the week. I know they can do it.
Katherine E. Rouse,
Shrewsbury, Mass.

'

TO THE EDITOR

,

LETTERS

to be a CPA? Furthermore, I proved
that I could be one by passing parts of
the examination, but completion of a
CPA seemed to provide no purpose for
my career goals." Well, my response
was usually viewed in a negative context ..that I am less than a competent
accountant without my CPA.
I have recently developed a full time consulting practice where my credentials are placed under even closer
scrutiny. My decision to pursue the
CMA in order to get some letters behind my name became obvious.
After three years in public and another three -plus years in private accounting, I believed that my knowledge base should be broad enough for
this test. I was very wrong.
The CMA examination should not
be taken lightly. It is a grueling examination that requires the candidate to
pull on a multitude of areas of their
business expertise. In many respects,
I found the CMA examination to be
much more difficult than the CPA.
The format of the examination
alone indicates the differences. The
test is not 60% multiple choice like the
CPA The heavy emphasis on essay
and problem - solving forces an intellectual exercise beyond the CPA examination requirement.
A CPA candidate can pass most
parts of the exam by pure memory of
academic knowledge. The CMA candidate must demonstrate the knowledge
and apply it to real world situations, beyond developing a set of financial statements. Given the time constraints of
the testing environment, the decision making process for a CMA candidate
must be almost automatic. The candidate must be able to show the grader
the "why and the how to," not just the
"why.
y.„
Furthermore, the body of knowledge tested in the CMA examination is
significantly greater than the CPA examination. Candidates must draw on
their knowledge of economics, finance, MIS, organizational behavior
and general management (to name a
few) in addition to having a solid understanding of [accounting statements].
The examination (CMA) also heavily emphasized cost accounting —an area traditionally limited to a dozen multiple choice questions on the Practice
and Theory sections of the CPA examination. Cost accounting is tested in
theory, application, and decision -making analysis on the CMA Cost is historically the least favorite and weakest
area among college accounting stu-

MILESTONEFORCMASSC
While the Institute of Certified Management Accountants is celebrating
the 20th anniversary of the CMA program this year, the CMA Society of
Southern California ( CMASSC) is celebrating its 10th anniversary.
The CMASSC was founded in Los
Angeles in August 1982. Membership
is open to CMAs and to candidates
who have passed the exam but have
not fulfilled the work experience requirements. Its purposes include continuing education in the practice of
management accounting; increasing
the public awareness of the benefits of
the certification and the contributions
of CMAs; stimulating fellowship
MANAGEMENT ACCOUNTING /APRIL 1992
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at our meetings and seminars. We
would also be happy to assist in the formation of other local CMA groups by
sharing Articles of Association, Bylaws, or experiences.

azine. Tire Editor reserves the right to edit for space or for other reasons. Address
all letters to The Editor, Management
Accounting, 10 Paragon Drive, Montvale, NJ 07645 -1760.

Leslie Cuciti, CMA
Controller
Sigmapower, Inc.
Carson, Calif.

MOVING?

any

on

Letters cannot be acknowledged individually. Readers are encouraged to comaccounting or Institute topment
even if it does not appear in the magic

among CMAs; and encouraging support of and cooperation with the ICMA
and IMA
Since its inception, the CMASSC
has worked to fulfill those goals
through dinner meetings featuring
high quality speakers on topics of concern to practicing management accountants. The Society currently has
80 members. Active members are
drawn from the Southern California region from Santa Barbara to San Diego.
Meetings are usually at an accessible
location in Los Angeles or Orange
counties. The common framework of
knowledge tested on the CMA exam
and the depth of management experience of the members usually result in
penetrating questions and intense discussions of the evening's topics.
The Society also sponsors a threeday seminar known as the CMA Weekend Away, The Weekend Away occurs
in a resort setting and offers a focused
weekend of continuing education on
important management themes. Usually 12 -15 hours of continuing education credit can be earned. The first
Weekend Away was held in Palm
Springs in 1983. The theme for the
weekend was Improving Productivity,
and topics included the use of Japanese productivity models by U.S. companies, process improvements
through employee involvement, and
even a session offering hands -on experience using spreadsheet and database
programs on a microcomputer. Other
Weekends Away have featured themes
such as Doing Business Around the
World; Communications; and Improving Shareholder Value. The days are
structured to allow continuing education to blend with time for socializing
with other CMAs and their families.
The Society has been honored to have
speakers from the ICMA Board of Regents and IMA national officers and directors as well as educators, consultants, and business leaders from our
region.
The CMASSC is not an IMA chapter, but rather considers itself to be an
additional opportunity for the CMAs in
the region. Most of our members are
also active in their local IMA Chapters.
Many hold chapter offices, and three
of our members are currently serving
as national directors of the IMA. Our
members are also committed to assisting with the corporate development efforts of the IMA in promoting the CMA
and serving as a resource pool for the
chapters in the area.
The CMASSC would like to extend
an invitation to other CMAs to join us

To continue to receive your copy of
the magazine, send present address label and new address to
IMA, Montvale, NJ 07645 -1760.

Take Control
of Your Payroll
Now you've got a real choice in how you process payroll. Its called AbraPay ",

and it's the first PC -based payroll system to bring you all the power and
sophistication ofa payroll service bureau with the flexibility, control, and cost savings of an in -house system. Phu it integrates with Abra 2000, the nation's
leading human resource management system.
A Powerful PWm
Thatts Also Very Simple
Payroll doesn't have to be complicated.
With AbraPay, you get everything the
payroll service bureaus and mainframe
systems offer, in one simple package.
Direct deposit with up
to six different bank
accounts per
employee. General
ledger interface.
Labor distribution. Piecework
calculations. Overtime and shift
differential pay. Unlimited earnings and
voluntary deduction categories. 401K
and cafeteria -style deductions.
Electronic tax filing. And much, much
more. It's all yours, right on your PC,
for a fraction of what you've been
paying.

The Best Combination Of Payroll
And Human Resource Systems
AbraPay offers you something no other
payroll system can: seamless integration
with Abra 2000, the powerful human
resource management system used by
more than 5,000 companies with
with as few as 15
employees or as many as
15,000. They've made
Abra 2000 the leading HR
system available today.
We'll Prove It To You, Risk-Free!
See for yourself how powerful a simple
program can be, Just give us a call and
we'll send you an AbraPay demonstration
diskette, absolutely free ofcharge.

Finally, The Flexibility You Need

hr

With AbraPay, you're in charge. Add a
G
new employee at the last minute. Fix an
Abra Cadabra S oftware, Inc.
error without incurring extra fees. Run
5565 Ninth Street North,
the reports you need, when you need
St. Petersburg, FL 33703
them. Process your payroll when it suits
800-847 -ABRA or 813- 525-4400
your schedule,
Circle No.
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WASHINGTONREPORT
STEPHENBARLAS,EDITOR

BUSINESS WARY
ABOUT TAX BILL

WYDEN REVIVES
INTERNAL
CONTROLS BILL
ep. Ron Wyden (D.-Ore.) introduced the latest version of his
corporate financial controls reporting bill. The Financial Executives
Institute (FEI) has taken a neutral position, which encourages Wyden. But
the public accountants threaten to
block the bill. "It is no good for us in
its present form," explains Wade Williams, a spokesman for Deloitte Touche. What the accountants don't like
are the bill's requirements with regard
to fraud detection. Those requirements force outside auditors to follow
auditing procedures established by
the Securities & Exchange Commission (SEC). The procedures are supposed to ensure that accountants: 1.
detect illegal acts, 2. identify related
party transactions, and 3. evaluate the
ability of a limping company to carry
on. There is also a requirement that
outside auditors report material illegal
acts to the SEC if the management declines to take action. Mark Usellis, an
aide to Rep. Wyden, says the opposition from accountants was expected.
Usellis says both Reps. Ed Markey
(D.-Mass.) and John Dingell (D:
Mich.) have promised votes on the bill
at the earliest possible time in the subcommittee and committee they chair.
The AICPA has had a meeting with
Rep. Dingell's staff in order to convey
the AICPA's unhappiness with the legislation. But it is unlikely Dingell will
stand in the way of the bill, which
passed the House in an even more radical form in 1990. In fact, Rep. Dingell
is an original cosponsor of Wyden's Financial Fraud Detection and Disclosure Act. Wyden expects Sen. Chris
Dodd (D.-Conn.), chairman of the Senate securities subcommittee, to introduce the bill on the other side of the
Hill. Wyden says his new bill will give
10

tional revenue a corporate information
matching program would result in.
The IRS eventually agreed to take a detailed look at the 45 million -48 million
voluntarily filed payor information
statements and see whether they justify instituting a mandatory program.
Barnard has said he wants an answer
from the IRS by June 30, 1992. Fred
Goldberg, Ms. Peterson's predecessor, moved over to the Treasury Department as assistant secretary for tax
policy.

Rep. Ron Wyden

taxpayers assurance that corporate financial statements depict "reality, not
fun -house mirrors."

PETERSON TAKES
OVER AT IRS
Shirley Peterson has taken over as
commissioner of the Internal Revenue
Service (IRS). She had been assistant
attorney general for the tax division at
the Justice Department. Peterson received fairly good early reviews from
Capitol Hill. "She seems pretty aggressive," says J. Myers, staffer on the
House Commerce, Consumer and
Monetary Affairs Subcommittee. "She
is taking the bull by the horns." One
of the bulls that will take a pass at Peterson is the issue of business information returns. The House Commerce
Subcommittee, chaired by Rep. Douglas Barnard (D.-Tenn.), issued a report
last December calling into question
the IRS's estimates of how much addi-

A drive by the business community to
get investment tax incentives included
in any congressional tax package has
apparently met with failure. Barring
last - minute surprises, the House and
Senate will ignore industry's pleas for
an investment tax credit, although
President Bush's proposal for an investment tax allowance — essentially
speeded -up depreciation —may well be
part of a final package. But the ITA is
weak tea. The increase in taxes on
high- income individuals contained in
the House and Senate bills is even less
enticing.
"The National Association of Manufacturers believes that unless a focus
on long -term economic growth is retained as a central element of tax legislation now being considered, it
would be preferable to abandon any attempt to change the nation's tax laws
until after the election," says Jerry Jas inowski, president of the National Association of Manufacturers. One of the
only good things about the tax bill is
that it may allow the depreciation of intangible assets, which the IRS has always classified as "good will," and
therefore ineligible for depreciation.
The House Ways & Means Committee
even voted to make intangibles eligible
for depreciation back to the early
1980s. But that provision, and the others, may never see their way into law.
President Bush has threatened to veto
a Democratic tax bill because it contains middle -class tax cuts that Bush
deems too expensive and upper -income tax increases that Bush deems
too destructive.
■
Stephen Barlas is a journalist with more
than 13 years of experience reporting
from Washington, D.C.
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TAXES
ISRAELBLUMENFRUCHT,EDITOR

NEW RULES FOR
HOME MORTGAGES
ow that interest rates are
at their lowest levels in
years, many individuals
are thinking about refinancing their existing
mortgages. Others are
using this opportunity to
buy new homes or apply for a home equity loan in order to improve and expand their residences.
Until recently it was unclear in
many instances whether "points"
charged to an individual upon obtaining a mortgage or home equity loan
were fully deductible. Finally, in one of
the first Revenue Procedures issued in
1992, the IRS set forth established
guidelines stating specifically which
points are currently deductible by taxpayers and which points must be treated in a different manner.
In general, points charged on obtaining a mortgage or home equity
loan must be capitalized and deducted
on a pro rata basis over the life of the
loan. However, the Code provides an
exception to this general rule. Points
are currently deductible only if the proceeds from the loan are used "in connection with the purchase or improvement" of a principal residence and the
loan is secured by the residence. Furthermore, the points charged must be
an established lending practice in the
area where the loan is obtained.
The IRS has held, and the Tax
Court has upheld, that an additional
condition must be satisfied. The taxpayer must pay the amount directly to
the lender. If the points were merely
subtracted from the loan proceeds, the
IRS held that the points were not currently deductible by the taxpayer. This
rule always seemed a bit bizarre because the IRS was looking at the
12

"form" of the transaction instead of the
substance. Whether the taxpayer receives the funds from the lender and
then writes a separate check for the
points to the lender, or if the points are
subtracted directly from the loan proceeds and an extra unnecessary transaction is avoided, should make no difference.
In the guidelines presented in the
new Revenue Procedure, the IRS has
eased, but not eliminated, this requirement. Under the guidelines, points are
currently deductible if: 1. they are
clearly designated as points in the loan
agreement; 2. the amount is computed
as a percentage of the amount borrowed; 3. the points must be paid under an established business practice
and not be in lieu of other items such
as appraisal fees, mortgage insurance,
property taxes, etc.; 4. the loan must
be obtained to purchase (and secured
by) the taxpayer's principal residence;
and 5. the amount must be paid directly by the taxpayer to the lender or by
designating any down payments, escrow deposits, or other funds not directly associated with the mortgage
proceeds to be applied as payment for
the points owed.
This last condition, which now allows taxpayers to designate down payments and escrow funds as payments
for the points, liberalizes the previous
IRS position. Because virtually all taxpayers, as a practical matter, provide a
down payment or place funds in escrow when contracting to purchase a
home, the requirement that the points
be paid by funds other than those obtained via the mortgage will be readily
satisfied. It's amazing the IRS has
spent so much effort in requiring the
taxpayer to satisfy a condition which
lacks any real substance.
Note also that the Revenue Procedure states specifically that this new
ruling only applies to taxpayers purchasing a new home. Taxpayers obtaining mortgages to improve their
current residences cannot merely designate other funds as points paid to the
lender. Unless the taxpayer pays the
points directly to the lender, the points
will not be currently deductible. The
IRS does not explain why it has distinguished those involved in improving
their existing homes from new home
buyers. There is no apparent logical rationale to separate these two categories of taxpayers, especially in light of
the fact that, as noted above, the Tax
Code specifically links them together
by stating that "points paid in connection with indebtedness incurred in

connection with the purchase or improvement of, and secured by, the principal residence of the taxpayer..." are
treated in the same manner.
The new Revenue Procedure cites
other situations where points are not
currently deductible. Points paid to refinance an existing mortgage are not
currently deductible. Thus, taxpayers
who are currently trying to take advantage of the lower interest rates by refinancing their existing mortgages
must be aware that the points paid on
the refinancing only can be deducted
ratably over the life of the loan. Taxpayers will have to remember in future
years to deduct an amount of interest
in excess of that reported by the lending institution as mortgage interest for
the year. Points paid on a second
home, vacation home, investment
property, and business property also
are not currently deductible.
The Revenue Procedure also states
specifically that points paid in connection with mortgage interest that is not
deductible are not subject to the new
rules. This refers to acquisition indebtedness in excess of the maximum $1
million allowed under current law and
home equity loans in excess of
$100,000. Any points allocable to the
portion of the mortgage in excess of
the $1 million and $100,000 limits cannot be deducted at all —even over the
life of the loan— because the interest is
also not deductible.
Beginning in 1992, with respect to
mortgages obtained in 1991, the IRS
requires lenders to issue Form 1098
Mortgage Interest Statement. The
new form states the actual interest received from the taxpayer and the
points paid on the purchase of a new
home. Points paid on a mortgage to improve an existing home are not included in the statement even though the
taxpayer may be allowed to deduct the
points currently if they are paid from
separate funds. This may cause the
IRS computer to note a discrepancy in
the amount of interest deducted in
1991 by the taxpayer on his Schedule
A as mortgage interest and the amount
reported by the mortgage lender —resulting in a possible IRS audit!
The IRS has finally set forth specific
guidelines on the treatment of points.
Although some new rules appear to be
inconsistent or irrational, taxpayers at
least know how to treat the deduction
on their tax returns.
■
Israel Blumenjrucht is associate Profes-

sorofaccounting at Queens College.
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MANAGINGYOURCAREER
WHY DO I NEED THE CMA ?'

ROBERTHALF,EDITOR
Some of my management accounting colleagues where I work are preparing to take
the CMA exam. They've been urging me to do the same. Frankly, I don't see the need
to tag CMA after my name. I already have a good job as a management accountant,
so what could possibly be gained by going through all the rigorous study? To be blunt,
it seems like a waste of time.
et me be blunt, too. I
agree with your cob
leagues and disagree
with you.
I am a believer in
professional
credentials. They say a great
deal about the men and women who
possess them, not only that they have
achieved a certain level of knowledge
and expertise, but that they are also
people who take their professional
lives seriously and who seek to expand
their horizons.
I don't view the term "credentials"
as being limited to the obvious
ones --CMA, CPA, or MBA. From my
perspective, credentials are the tangible and visible results of effort and
achievement, and not necessarily limited to credentials gained through formal testing.
Those who devote time and energy
to professional and civic organizations,
and who are ultimately recognized for
their work, have earned that credential
and should be proud of it.
Students who attack their studies
with diligence and commitment, and
who consequently earn higher grade
averages, should be proud to include
that credential as part of the package
they present to the workplace.
But it isn't only a matter of being
able to include credentials on a resume. By extension, these achievements also indicate that the person
possessing them has reached beyond
the confines of a given job. If we receive an award from a professional organization, it means we've been active
in that group. And that translates into
an important ingredient in any person's professional life— networking.
The practice of networking when
building a career still remains one of
14

the most potent ways to find new and
better employment. Most good jobs
are not advertised; they are discovered
and landed through other people with
whom we interact. Those who have
earned a CMA probably have taken
courses designed to prepare management accountants for the test. That
means having come into contact with
other management accountants who
have the same goal. 'These people become part of a network that should be
continually nurtured and expanded.
Similarly,
being
recognized
through an award from a professional
o rgan ization such as the Institute of

Certified Management Accountants
means that you've joined and have
been active with other members of the
gro up .

Becoming involved with charitable
and community organizations not only
expands the network of individuals
who might possibly be helpful one day

s,

� J

l
"George, are you certain this is the seminar
we signed up for? I haven't heard a single
word about managing cash flow in a small
business!"

as we build our careers, but it enhances our dimension as human beings. When I look at a resume from
someone who indicates on it that he or
she received recognition from such an
organization, my response is instantly
positive. Such a person believes in involvement, which leads me to believe
that I'm reading the resume of potentially a good team player.
If I read a resume from a management accountant and find that the individual has taken courses at night to
become proficient in a foreign language, I view that as a credential and
an important one.

If an accountant has not only successfully passed the CMA exam, but
has become proficient in certain computer disciplines, I consider that additional training and knowledge to be
valuable.
There is, as I'm sure you're aware,
a certain amount of debate over the
CMA designation —what it means today, and what it might mean in the future. This issue of MANAGEMENT AG
COUNTING® on the 20th anniversary

of the CMA program addresses many
of these questions. There is a certain
irony from my point of view: There are
more than 300,000 CPAs, but only
about 10,000 CMAs. Yet, more accountants work in the management and corporate accounting areas than in public
accounting.
Th er e is also a misconception I
hear from som e accountants, especial-

ly younger ones, about the CMA and
CPA exams. They naively think that
the exams are roughly the same and
that if you can pass one, you can certainly pass the other. This simply isn't
true, as those who have taken both exams will testify. To think that way is to
assume that the exams for becoming
an orthopedic surgeon and becoming
a dentist are similar because they both
involve the teaching of how to use a hypodermic needle.
The exams for CPA and CMA are
both tough and demand quite different
disciplines.
My advice to you is to join your colleagues and take the CMA exam. It's
a credential that once earned is always
yours.
■
Mr. Half is founder of Robert Half International, Inc., a ficnancial and data processing recruiting firm with 150 Robert
Half and Accountemps offices on three
continents. His latest book is How to Get
a Better Job in This Crazy World
(Crown Publishers).
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CLAIRE BARTH, EDITOR

LOTUS1-2-3VERSION
2.3
he selection of a microcomputer -based
spreadsheet software tool is becoming
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of choices increases. The type of hardware and the amount of RAM you have
will be the main limitations with respect to your choice of spreadsheet
programs.

CMA

EXAMINATION
REVIEW
by
Irvin N. Glelm & Dale L. Flesher

• Current, Fifth Edition
• Covers the ICMA's
4 -Part Format
I — Outlines & Study Guides
11— Problems & Solutions

$24.95
$24.95

Gleim Publications, Inc.
P.O. Box 12848 -M • University Station
Gainesville, FL 32604

(800) 87 -GLEIM
Sam-7pm M -F, 9am -2pm Sat. Eastern Time

CPAs' EARN CPE CREDI T WHILE
PREPARI NG FOR THE CMA EXAM

• 31 SEPARATE COURSES
• 94 CPE HOURS
• $125 (includes Volumes I & II
of CMA Examination Review)
IMA Approved
Review Course Materials

16

The users who are working with
older lower -end machines (8088 and
80286 systems) have a hard time taking advantage of the opportunities in
WYSIWYG interfacing, presentation
tools, and spreadsheet analysis made
available by improved hardware. Release 2.3 of the popular spreadsheet
Lotus 1 -2 -3 represents an enhancement of the standby spreadsheet for
users with slower CPUs and smaller
RAMs than today's state -of- the-art machines have.
I have worked with successive versions of Lotus 1 -2 -3 since 1981. The enhancements offered by Lotus with release 2.3 give a new definition to state
of the art when talking about the entry
level of spreadsheet users. I tested the
software on a Compaq Deskpro 80286
with 640K of random access memory.
First, I tested the various characteristics of the program on their own. Then
I used the program for some real world problems to evaluate reliability
and ease of use.
The improvements to the old version of Lotus 1 -2 -3 make the software
more productive for the everyday user.
The most noticeable improvement is
the addition of a true graphical interface. This interface allows the user to
see what the results will look like before they are printed out. For the people who use the Allways publishing
software in conjunction with previous
versions of Lotus 1 -2 -3, the graphical
interface uses the Allways *.ALL file to
display worksheets from previous versions in WYSIWYG. The interface allows interactive use of the various
spreadsheet features while in
WYSIWYG as opposed to the use of a
preview /no access mode in previous
versions.
The ability to transfer information
from one worksheet to another via
linking, which was introduced in Lotus

1 -2 -3 release 2.2, has been improved
with the addition of the ability to view
the linked file and subject information
during linkage. This improvement
eliminates the need for file retrieval before linkage. The viewing technology
allows the user to browse through non Lotus 1 -2 -3 files as well.
Version 2.3 has added the Auditor,
which makes analysis of cell logic
much easier and enables documentation of worksheets faster and easier.
This version also offers an expanded
set of graphic displays and the ability
to include a graph in a worksheet. The
latter feature partially does away with
the need to leave 1 -2 -3 to use the Lotus
Printgraph program.
In addition, release 2.3 offers a page
print compression feature that automatically adjusts printing to allow the
printing of an entire report on a single
page. This feature eliminates the problem of having too many columns to fit
across one page. Another improvement is the addition of contact- sensitive dialogue boxes so that working
with the various menus is easier and
faster.
A less visible enhancement is improved RAM management to allow the
construction of larger worksheets.
This improvement helps relieve one of
the problems that low -end users experience: RAM shortage.
All of the other features that we
have become accustomed to as 1 -2 -3
users are present in version 2.3 and operate in the same manner. Lotus
claims that version 2.3 is compatible
with all previous versions of Lotus 1 -23, as well as with version 3.1, which is
the windows - compatible version of Lotus 1 -2 -3. I personally tested compatibility with release 2.2 files and found
no problems. I did not test the mouse
compatibility of release 2.3.
One drawback to the use of this prograin is that several of the significant
enhancements are in the form of addin programs to the main Lotus 1 -2 -3.
The add -ins make additional demands
on precious RAM. Reduced RAM limits the size of worksheets that can be
constructed.
Lotus 1 -2 -3 version 2.3 is easily and
quickly installed. I installed it, the add ins mentioned above, and the tutorial
in 30 minutes. The mainstay program
features are familiar to any user who
has used any previous version of the
program. For users new to Lotus 1 -2 -3,
the tutorial is helpful, but the add -in
programs have to be detached from 12-3 before it can be used.
As previously stated the enhanceMANAGEMENT ACCOUNTING/APRIL 1992
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FAS2000
AS2000 by Best Programs represents
Best's newest entry to the fixed asset
PC market. It is a solid package from
installation to data entry to depreciation reporting and is Best's most advanced package to date.
Installation of the software is both
simple and fast. The process is menu
driven and allows you to interrupt at
any time by pressing any key. During
the entire process, a flashing message
across the bottom of the screen shows
Best's technical support number and
fax number. The installation procedure creates the necessary hard disk
directories and copies the necessary
files to the proper directories. You
then can install sample data for XYZ
Manufacturing Inc., to work with while
learning the system.
System setup and company setup
must be completed prior to using the
FAS2000 system. System setup asks
for general information about your PC
hardware, such as data drive and type
of printer. System setup also lets you
choose print styles (pica, elite, and so
on), the number of lines per page for
printed output, and which printer port
the output should be directed to. This
information becomes the default for all
companies set up within the FAS2000
system. Company setup is information
about your company, such as company
code, company name, fiscal year -end,
and which depreciation book(s) to define for this company. At this point you
need to decide which of the seven depreciation books and one information
book per company are to be used. This
18

information should be set up during
the initial installation, but it can be
changed later if you decide to add another depreciation book to your system.
Best predefines five of the seven depreciation books —for federal, state, internal, alternative minimum tax
(AMT), and adjusted current earnings
(ACE). Books six and seven are user
defined and may be used for informational purposes such as insurance or
historical valuations. The information
book is useful for tracking asset data
but has no effect on depreciation calculations.
In the asset maintenance section,
you can add, change, view, dispose of,
or transfer assets at any time. The system also lets you track leased assets,
property taxes, and maintenance for

With the custom
features on the
FAS2000 system,
you can create
customized appreciation tables and set up
property tax tables.
assets. Data entry is simple as the input bar advances to the next field after
you press the Enter or Tab key. The `1"
(back slash) key offers field level assistance by prompting you with acceptable options for that field. You then can
select the desired input with the menu
bar and press Enter, and the selected
option appears in that field. FAS2000
will not allow you to bypass mandatory
fields in the data entry stage.
FAS2000 comes with 26 standard
reports ranging from a Total File listing to Fixed Asset Labels. The system
also comes equipped with the Intelligent Query (IQ) report writer so you
can create custom reports. IQ is able
to perform arithmetic functions and
summary statistics and can even produce graphs.
Year -end closing must be run on
the system at the end of the fiscal year.
The year -end closing process resets
the current depreciation figures for
the current year, runs the year -end depreciation report, and calculates the
year -end depreciation figures. The

FAS2000 system does allow you the
flexibility of not closing all depreciation books at one time. When you go
into the year -end depreciation mode,
you need only place a "Y" beside the
books to close, and FAS2000 does the
rest. This feature is extremely useful if
your depreciation books need to have
different year -end dates.
The custom features on the
FAS2000 system allow you to set custom depreciation methods, modify the
data entry screen, override a depreciation book, and set up property tax tables. This feature also
allow you to
create custom appreciation tables
such as a real estate appreciation table.
The utilities option on the main menu gives the system administrator the
ability to back up data files, inactivate /reactivate assets, import/export
FAS data, and set up password protection. Password protection includes
protection levels, user access, and supervisor access, all user defined. Password protection is optional in the
FAS2000 system.
The easy - to-understand documentation provides complete information,
from depreciation guidelines to assistance with the IQ report writer. In addition to the documented help, the Fl
key provides help on -line throughout
the system.
FAS2000 seems to be a complete
fixed asset system for most companies. It can support multiple companies and locations and combines stock
reports with the IQ report writer to
provide any depreciation reports that
may be needed. The system is a little
slow due to the hard disk interaction.
This is the only noticeable flaw in the
system and certainly can be overcome
with the addition of a faster hard drive.
FAS2000 costs $1,495 for the single user version and $1,995 for the network version. The multiuser version is
approved for use with Novell networks. The FAS2000 system requires
an IBM AT, PS /2, or compatible computer with an 80286 processor or higher. Other hardware requirements include DOS 3.0 or higher, 3MB of free
hard disk space, and a minimum of
512KB RAM, with 64OKB recommended.
More information can be obtained
from Best Programs, Inc., 2700 S.
Quincy St., Arlington, VA 22206; (800)
368-2405.
will

ments do work. The program recalculates slightly faster than release 2.2.
My hardware limit was realized before
I reached the capacity of the software.
For users who will continue to use
8088 (XT) and 80286 (AT) machines,
Lotus 1 -2 -3 version 2.3 represents a
clearly worthwhile upgrade from release 2.1. Users of 2.2 gain less from
the upgrade and need to compare the
various features of both releases.
The software has a list price of $495.
For more information contact Lotus
Development Corporation, 55 Cambridge Pkwy., Cambridge, MA 02142;
(617) 577 -8500.

Tom Rivers
Advanced Business Solutions
Tarboro, N.C.
Circle No. 33
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FINANCIALMANAGER
T.CARTER HAGAMAN,EDITOR

BIGGERISN'TBETTER
here's still something to
be said for local control
and responsibility in
banking— particularly by
its smaller business customers! A small bank
makes its own local credit
decisions, raises its own capital and
controls its own destiny. Most succeed; some fail. Competition works.
When such a bank is acquired by a
larger banking company, the worst
thing the acquiror can do is to preserve local autonomy to make loans . on
the one hand and assure the local
bankers that all the resources they
might ever need are available on the
other. This is akin to turning a child
loose in a candy store. All of the accountability is gone, and the opportunity to build business beckons like a
bright beacon. As a result of this int amural race to put loans on the boobs,
loan quality deteriorates and ultimately there is trouble. In contrast, detailed
and over - reaching constraints on lending authority, new policies for portfolio
balance, and the like can kill the goose
that laid the golden egg. The special
relationships a local bank has with its
marketplace are replaced with an impersonal bureaucracy that makes the
merged bank competitively vulnerable.
Faced with this trade -off, what's to
be done? If it were easy, the formula
for success already would be in place:
The fact that it isn't explains why sd,
many bank mergers fail to achieve
their original objectives of becoming
more profitable and stronger competi
five institutions. At least two points are
clear: 1. Mergers for which the primary benefit cited is the reduction of
costs are limited in absolute potential
and probably won't achieve that. 2. Efforts to reduce costs and produce efficiency that destroy customer satisfaction will have short-term benefits only.
In the long run, they will jeopardize
the very life of the institution.
Bankers forget at their peril that all
money is equally green. The banking
MANAGEMENT ACCOUNTING /APRIL 1992

industry is homogeneous in the extreme and the only sustainable differences between one competitor and another are hard -won differences in
perception about the quality and attitude of service. These perceptual differences take years to build and, once
destroyed, are not readily recoverable.
Bank mergers have occurred for
years, and studies have shown how frequently they work out badly. For example, a study of 400 bank mergers in
the 1980s showed an 80% failure rate
and a diminished value of the acquiring bank. The odds are no better for
mergers among big banks.
So, why do large bank combinations, such as Chemical/Manufacturers, Bank of America /Security Pacific,
and NCNB /C &S /Sovran take place?
They claim to eliminate market redundancies throughout the organizations,
to reduce costs largely through personnel reductions and in operations,
and to access capital markets more
easily. Nowhere in this litany have I ever heard any talk about being able to
do a better job for customers.
Large banks, including the newly
merged, face sticky problems in dealing with the small business market— often called the middle market.
From time to time, it's described in
glowing terms and becomes the object
of marketing programs. Years ago, local businesses were served by local
banks unless they got too big. Then
correspondents were introduced, or
the company went to a bigger bank.
Now large banking companies see this
market as their own and are trying to
develop it In some markets, there are
virtually no local banks left.
Two contrasting approaches are
most common, each with its own prob-

vice) and continuity (good bankers are
also ambitious and want to move up).
Case by case management of credits
(just like major borrowers) only adds
to costs. Thus, few of these efforts produced the desired results, and led to
the search for a cheaper alternative.
The second, more recent, approach
is based on the retail banking model.
This approach attempts to streamline
and automate the process by prescreening credits and imposing standard terms, agreements, and procedures. It is the antithesis of a personal
relationship. Its sole advantage is low
cost, but the risk of customer disaffection is high. One thing that scares me
most about credit scoring of commercial Ioans is the further deterioration it
will cause in the working relationship
between a client and a banker. Managements who consider this want to
save personnel costs by being able to
use less expensive (read, less qualified) people to relate to the customers.
"Doing it by the book" is more efficient, and, with sufficient volume of
business, expected losses can be estimated and managed statistically.
Is there middle ground? Yes, but it
requires some delicacy of management, attempts to preserve the intimacy of a small bank without sacrificing
overall direction of credit policy, and
tries to avoid running up personnel
costs. Marketing focus is essential because costs per client are necessarily
higher than under the retail model.
Ironically, the bank that does this successfully will be overcoming the problems of size rather than benefiting
from it. Economies of scale do not apply to small business banking relationships.
Smaller business borrowers who are
stuck with a newly rigid banking bureaucracy may have to bear with it for a while,
but the time will come when new and
able competitors offer the personal relationship and understanding that is the
hallmark of a good business bank. Competition still works.
■
T. CarterHagaman isa consultant with
Oxxford Information Technology, Ltd.,
New York, N.Y.

lems. The first was modeled on the appro ach fo r a bank's m ajor custom ers.

It focused on the establishment of
teams of qualified middle -market
bankers with good credit judgment
and the development of a calling program in the market. The principal
problems are cost (good bankers are
not cheap and smaller companies
aren't much easier to analyze or ser-
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ETHICS
NEIL HOLMES, EDITOR

IMA ETHICS
RESOURCES
n several occasions, I have used
the local public libraries as a resource for my ethics research.
Although the amount of reading material available in the Kansas City library
system is extensive, I found that it. was
fairly time - consuming to locate and access the specific materials I needed.
The IMA Library also has an extensive amount of reading material available on the subjects of professional
and business ethics. The Library has
prepared a bibliography for the Ethics
Committee of all materials contained
in the Library on this subject as of December 1991. The 28 -page bibliography includes books on the subject of
business ethics and articles on ethics
from general business periodicals and
periodicals published by other professional organizations.
A copy of the bibliography is available by contacting Elaine Goldman at
(201) 573 -6235 at the IMA in Montvale.
Any IMA member may borrow materials from the IMA Library.

0

BUSINESSVALUATIONSOFTWARE
Menu - driven Lotus 1 -2 -3 template,
and "stand- alone" provides low, medium
and high values of eight common
valuation methods -41 graphs -51 ratios.
Only $195.00 4,000+ sold. Free info!

BUSINESSPLANNINGSOFTWARE
Eight financial models for business plans,
raising venture capital, leveraged buyouts,
and budget cash flow planning. Used with
Lotus 1 -2 -3, Excel, SuperCalc5, etc.
Great value! 12,800+ sold. Free info!

CALL: 1 -800- 777.4920
or

(714) 759 -8987
ILAR Systems, Inc., 334 Baywood Drive
Newport Beach, CA 92660
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One of the books included in the
bibliography is Cases In Accounting
Ethics and Professionalism by Steven
M. Mintz, DBA, CPA. Dr. Mintz is professor of accounting and chair of the
Department of Accounting at Southwest Texas State University in San
Marcos, Texas. Scott Freeman, an
IMA member and chair of the Accounting Division at Davenport College in Kalamazoo, Mich., wrote the
following review of Dr. Mintz's book.

CASES INACCOUNTING
ETHICS AND
PROFESSIONALISM
Steven M. Mintz, DBA, CPA, McGraw Hill, Inc., New York, NY 10020, (800)
262-4729,1992,145 pp. —This book is
primarily a collection of cases and vignettes on internal and external reporting environments. It begins with a
section on ethical analysis that provides the reader with guidance on how
to arrive at business solutions and
takes into account the ethical environment.
The second section is a collection of
cases that are typical of those found in
public accounting. Some of the issues
are low- balling, adverse opinions, conflict of interest, and similar issues. The
final section of the book is devoted to
cases on management accounting ethical issues such as inventory writedowns, appearances of bribery or corruption, and conflicts of interest.
The author wrote the book for senior
executives, The issues that each case
magnifies are generally at a "policy" level. For example, one case deals with relationships between directors of a corporation and the auditors. Another
illustrates the tension that exists between a controller and senior managers
who are striving to improve reported
profits. The controller is confronted with
the traditional notions of objectivity, integrity, and professionalism while simultaneously being a member of the management team. This is perhaps the best
case in the book.
The book's drawback is that not
enough coverage is given on how to
reach solutions that are ethical. Of the
10 pages that make up the "Ethical
Framework" section, only two paragraphs tell the reader how to make eth
ically correct decisions. The remaining pages discuss various ethical
theories. This discussion is more academic than useful. It is interesting but
not overly practical.
This book is a welcome addition to
any professional or academic library.

The corporate practitioner can use it
for personnel development. Accounting educators can use it in any upper level course in order to introduce the
ethical considerations that must be a
part of every decision.
Copies of this book can be purchased by contacting McGraw -Hill,
Inc., at 1- 8002624729.
Catherine Barse, a former member
of the Ethics Committee, has joined
the IMA staff in Montvale as managing
director, finance and administration.
Cathy will work with Ken Benson until
his retirement this year. She also will
serve on the Ethics Committee as our
staff secretary and assume many of the
day -to-day activities concerning administration of the IMA Ethics program and the Ethics "Hotline." Cathy
is a very energetic and capable person
and will provide additional support for
the membership.
■
Neil E. Holmes is the chairman ofthe
IMA Committee on Ethics.
Is this article of interest
to you? if so, circle
appropriate number on
Reader Service Card.
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75

HELP A
STUDENT
Each year deserving
students receive
scholarships from IMA
and the Stuart Cameron
McLeod Society to help
them pursue their
education. Tax deductible
contributions to this
Scholarship Fund are
welcome at any time.
Make your check
payable to the IMA
Memorial Education Fund,
Inc., and send it to:
Institute of Management
Accountants
10 Paragon Drive
Montvale, NJ 07645
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THE WG &L
CORPORATE CONTROLLER SERIES

Outstanding practical guidance for the Controller, CFO, VP Finance,lYeasurer,
Cash Manager, Budget Director and other accounting and financial professionals.
■ Corporate Controller's Manual
1,500 pages of facts, figures, practices, commentary, explanation, analysis, laws, and
regulations covering the goad responsibilities of today's corporate controller. $135.
■ Budgeting and Profit Planning Manual
Comprehensive guidance to help you strike
the balance between short -term profits and
long -term growth. Practice -proven techniques for everything from setting targets to
controlling results. $135.
■ Corporate Cash Management Handbook
The most comprehensive treatment of modern cash management tools and techniques
ever published. $120.

■ Handbook of Modern Finance
The all - in-one encyclopedic reference on
virtually every aspect of finance. $125.
■ Small Business Controller
Provides ongoing guidance for handling the
accounting and financial problems of emerging and growing businesses in areas including cash management, budgeting,
management information reporting systems,
tax planning, accounting systems, and more.
Quarterly, $72 /year.

Come see us at B ooth #23.
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WARREN GORHAM LAMONT
210 South Street. Boston. MA 02UI

KATHYWILLIAMS,EDITOR

Cambridge, Mass.; Austin, Tex.; and
Cape Canaveral, Fla. The next ones
scheduled are Raleigh- Durham, N.C.,
April 8; Cleveland, Ohio, April 21; and
Seattle, Wash., May 14. For information about the meetings and schedule
and to see how your company can participate, call Nancy Mason, deputy undersecretary for technology administration, at (202) 377 -1091.

LET'STALKABOUTLONGTERMCOMPETITION

EXPORTHOTLINEIS
AVAILABLE

n a series of 10 town meetings
across the United States, businesses, universities, and government
leaders are trying to come up with a
plan to make the United States more
competitive internationally. This open
dialogue was started by the U.S. secretaries of Commerce, Energy, and
Transportation and the administrator
of NASA to make sure new technologies are developed and then turned
into marketable goods and services.
Called the National Technology Inititative (NTI), the one -day meetings consist of panels and a workshop series.
Topics discussed include forming
partnerships for cooperative research
and development; public, private, and
institutional sources of investment
capital and corporate financing; assimilation of advanced manufacturing
tools and techniques; managing
change; environmental technology
partnerships; commercially attractive
biotechnology research; federal patent
policy, licensing procedures, copyright of software and other works, proprietary data and trade secret protection; and transferring technology from
the federal laboratory to the commercial market.
The first meetings were held in

lthough by now most companies
are aware that exporting is a key
to the survival of the U.S. economy, many who have export opportunities don't know where to start or how
to expand. To help businesses overcome these roadblocks, AT &T —along
with co-sponsors KPMG Peat Marwick; Berlitz International, Inc.; Delta
Airlines; DHL Airways; Reed Exhibition Co.; Cahners Publishing Co.; and
The Journal of Commerce—introduced
"The Export Hotline."
The 24 -hour Hotline is a computerized database that contains up-to-date
information on 50 key industries of all
the major trading partners of the United States. All users have to do is call
1- 800- USAXPORT (using a touchtone
phone), enter their fax number, and receive a four -page starter kit over their
fax about 15 minutes later. (Kits also
are available by mail for persons who
don't have a fax machine handy.) The
starter kit contains a menu and codes
of all the available countries and industries as well as step -by -step instructions for using the Hotline. Next callers use their fax machines to send the
country/industry codes of their choice
to a designated telephone number and
receive by return fax customized reports within minutes. A typical report
is five to 10 pages long, and the only
expense incurred by the users is the
cost of their fax calls.
The Export Hotline was introduced
in February during the National Manufacturing Week trade convention in
Chicago.
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SHOULDBANKRUPTCYCODE
BECHANGED?
ustained economic growth cannot
be achieved until the U.S. bankruptcy code is changed, the National Association of Credit Management told Congress recently. "The
American bankruptcy code is failing,"

Paul Mignini, Jr., NACM president,
said. "It is the belief of the 37,000 members of NACM that the economic
slump we are in is exacerbated by our
bankruptcy code .... It is unbelievable
that our system encourages companies to take on debt they cannot handle because they know the bankruptcy
code will bail them out. The losers in
this process are the trade creditors
who are offered little, if any, protection
by the bankruptcy courts."
Mignini added, "We were close to
hitting the one million mark in the
number of bankruptcy filings last year.
This is an increase of about 200,000
new filings from the previous
year —and these cases are becoming
increasingly complex... unless the
code becomes more balanced, the extension of unsecured credit will become increasingly difficult." He also
said that small businesses and creditors trying to help a distressed small
business needed the most help in this
area because the current code "offers
them nothing."
NACM is the largest organization
of unsecured creditors in the world.
Paul Mignini Jr. can be reached at
(410) 740 -5560.

TEMPORARYEMPLOYMENT
IS GROWING
ost large employers (84 %) fill
jobs through internal postings, so recent college graduates may find their ideal permanent job
by taking a temporary one first, Romac
& Associates placement firm says. Romac President Ralph Struzziero says
that "the fastest growing segment of
the temporary workforce is degreed
professionals, accountants to CEOs,"
and companies are continuing to give
temporaries responsible jobs once
held only by permanent employees. Although not considered "temps," student interns also have a good chance
at being hired by the companies for
which they have worked.
In this recent survey on temporary
employment, Romac interviewed companies ranging in size from $10 million
to $10 billion in annual sales. Of the
141 companies that responded, all
used temporary agencies for short term help with special projects or peak
work loads or to fill job vacancies. Accounting help was used most frequently by the respondents, followed by general clerical and data processing.
For information on the survey, contact Chris Hyde at (207) 865 -9681. ■
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The CMA Is
20 Years Old
Here are the highlightsofthe program's growing -up years.
BYJAMES BULLOCH,CMA

As-

n the mid- 1960s, the National
sociation of Accountants (now the
Institute of Management Accountants) appointed a Long -Range
Objectives Committee to chart the
course of the NAA for the next 10
years. I. Wayne Keller, 1953 -54 NAA
president, served as its chairman. This
Committee made more than 60 recommendations for changes and improvements in the Association. During the
late 1960s and early 1970s the recommendations were considered carefully,
and most of them were implemented.
One of the recommendations called

for the NAA to offer a comprehensive
examination that would test the accounting knowledge a management
accountant must have to compete in today's (1967) fast - changing business
world. Included as part of this report
were suggested standards and procedures for implementing the recommendation. This was the seed for the
Certified Management Accountant
program. This recommendation, along
with all the others in the LRO report,
was assigned to the appropriate NAA
committee for evaluation and determination of whether or not action should
be taken to implement it. The proposal
for the comprehensive examination

TABLE 1 /CHAIRMEN -BOARD OF REGENTS
(COMPANY AND TITLE AT TIME OF APPOINTMENT AS CHAIRMAN)
Term
Title and Company
Name
1972 -74
Herbert C. Knortz
Senior Vice President and Controller
International Telephone &
Telegraph Corporation
1974 -75
J.B. Underwood
President & CEO
Harsco Corporation
1975 -78
Robert B. Sweeney
Head —Dept. of Accounting
University of Alabama
1978 -80
Maurice H. Mayo
Retired —
formerly Vice President/Controller
General Electric Company
1980 -82
R. Leslie Ellis
Group Vice President —
Management Information
Armstrong World Industries, Inc.
1982 -84
Jerry L. Ford, CMA
Vice President— Finance
Consumer Group
Pillsbury Company
1964 -86
Clark H. Johnson, CMA
Vice President/General Controller
Johnson & Johnson
1986 -88
Scott G. Thompson, CMA President
American Southern Insurance Co.
1988 -89
Gary A. Luoma, CMA
Director of Accounting
University of South Carolina
Keith Bryant, Jr., CMA
1989 -92
Associate Dean – School of Business
University of Alabama at Birmingham
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was one of several LRO recommendations assigned to the Education Committee for further evaluation. Recognizing the importance of this subject,
the Education and Planning Committees proposed that an ad hoc committee by appointed. In 1971, then, the Ad
Hoc Committee on Recognition of
Educational Attainment was appointed. Sterling Atkinson of Temple University was appointed chairman of the
Ad Hoc Committee, which considered
the details of the LRO recommendation and reported to the NAA Board of
Directors that:
• There should be an award given titled Certified Management Accountant, or some other equivalent title.
• It should be granted upon successful completion of a comprehensive
examination.
• The knowledge covered should include managerial accounting procedures and techniques, management information systems,
mathematical and statistical tools
for management, the external business environment, and the internal
business environment.
• It should measure the level of maturity and knowledge needed by a
financial executive.
• The award should not be restricted
to NAA members.
• The Education Committee should
determine what role, if any, the
NAA should have in preparing candidates for the examination.
The report was accepted by the
Board in June 1971, and a Task Force
on the Recognition of Educational Attainment was appointed to develop
plans to implement the proposal of the
Ad Hoc Committee. Robert Beyer,
1972 -73 NAA president, chaired the
Task Force. (The medals for the highest scores on the CMA examination,
which are sponsored by Deloitte &
23

Touche, are named for Robert Beyer.)
At its January 1972 meeting, the
NAA Board of Directors adopted the
recommendations of the Task Force,
and the CMA program began. The recommendations included the establishment of the Institute of Management
Accounting (now the Institute of Certified Management Accountants) governed by a Board of Regents to administer the program. (See Table 1 for a
list of chairmen of the Board.) The nature, form, and structure of the CMA
program were based upon the specific
recommendations of the Task Force
and the first Board of Regents. The
CMA program as it began had the following features:
• The title of the designation was Certificate in Management Accounting.
• Admission to candidacy required a
baccalaureate degree (or equivalent) from an accredited college or
university and evidence of good
professional character.
• The CMA was to be awarded to candidates who completed the five -part
CMA examination within three
years and who had at least two
years of management accounting
experience.
• Continuing education would be required once the CMA examination
had been completed.
The CMA examination represented
(and still represents) the body of
knowledge that the management accountant needs to know to carry out
the responsibilities of the management accounting profession. The original five parts of the CMA examination
were:
Part 1: Managerial Economics and
Business Finance;
Part 2: Organization and Behavior,
Including Ethical Considerations;
Part 3: Public Reporting Standards,
Auditing and Taxes;
Part 4: Periodic Reporting for Internal and External Purposes; and
Part 5: Decision Analysis and Information Systems.

THE CORE OF CERTIFICATION
he core of any certification program is the examination that
the candidates must complete
to demonstrate that they possess the
knowledge and skills required by the
profession. The basic character of the
CMA examination was established by
the Board of Regents in 1972. The
24

parts listed above describe the body of
knowledge that the candidates were
expected to know. The CMA examination had —and continues to have—several important features that need to be
noted.
First, it covers the technical accounting topics that management accountants are expected to know. Second, recognizing that management
accountants work for and within an organization and with the people of that
organization, the examination covers
economics, management, and behavioral issues. Third, the importance of
ethics to the effective practice of management accountants has been part of
every CMA examination. Fourth, every CMA candidate is expected to be
on top of current events and developments. The information explaining the
CMA examination stresses the need to
read timely accounting, finance, economic, and business periodicals because the examination covers contemporary developments. Fifth, the
majority of the questions are designed
to require candidates to demonstrate
their interpretive, analytical, and presentation skills.
Once the Board of Regents had established the requirements of the pro-

gram, the CMA had to be promoted
and steps taken to admit candidates
and offer the first examination. During
the spring of 1972 Arthur Corr, then
NAA director of educational services,
assisted the Regents in getting the program under way by arranging for promotion and publicity. During this
same period a search was undertaken
to hire a director for the CMA program. At that time I was a professor of
accounting at the Graduate School of
Business of the University of Michigan. I was hired effective July 1, 1972,
to manage and direct the CMA program.
With a full -time director in place
and the form and substance of the
CMA program established, plans for
the examination moved ahead. The
first CMA examination was scheduled
for December 6- 8,1972. To ensure that
candidates throughout the country
would have access to it, the examination was offered at 22 locations
throughout the United States.
The examination took place as
scheduled, with 410 candidates participating. Sixty -three passed all five
parts. The management accounting
experience of the 63 successful candidates was evaluated, and 54 met the

REG
(Title and company affiliation at the
time of appointment)
Chairman
Herbert C. Knortz
Senior Vice President & Comptroller
International Telephone and
Telegraph Corporation
Members
Dr. R. Lee Brummet
Willard Graham Professor of Business
Administration
University of North Carolina
Donald H. Cramer
Partner
Touche Ross & Co.
Dr. Walter B. McFarland
Lecturer in Accounting
California State University- Hayward
Stanley A. Pressler
Partner
Harry Stephens & Co.

Allen H. Seed, III
Vice President –New Business
Development
Gillette North American
The Gillette Company
Dr. David Solomons
Professor of Accounting
Wharton School
University of Pennsylvania
Dr. Robert B. Sweeney
Head, Department of Accounting
University of Alabama
Dr. Thomas H. Williams
Professor of Accounting
University of Texas
Dr. Edwin H. Caplan
Professor of Accounting
University of New Mexico
(Replaced Dr. Solomons, who resigned to accept an overseas
sabbatical leave from the University of
Pennsylvania.)
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two-year requirement On June 13
1973, the first CMA certificates were
awarded. (Elsewhere in this magazine
are interviews with several of thg people who were among the first CMAs.)
During the early years, a number of
other important events took place. The

first review course was offered poor to
the first CMA examination. The faculty
of the University of South Carolina offered several review sessions to help
candidates in the Columbia, S.C., area
prepare, Just two years later, the Monsanto Co. offered a review course for

Its employees. Since then a number of
CMA review courses have been established. In 1978, Grant Newton pub lished the first CMA review manual.
As the CMA program grew, the
number of sites increased, and begin ning in 1977 the examination was of-

FIGURE 1 /CMA PROGRAM—STATISTICAL DATA FOR SELECTED YEARS
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Note: In 1990, the CMA was changed from a five -part to a four -part examination.
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FIGURE 1 /CMA PROGRAM— STATISTICAL DATA FOR SELECTED YEARS (continued)
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Note: In 1990, the CMA was changed from a five -part to a four -part examination.

fered on a semiannual basis. Certificate No. 1,000 was issued in 1977, Certificate No. 2,000 in 1980, and Certificate No. 5,000 in 1984. (See Figure 1
for additional statistics.) The Student
Performance Award, sponsored by the
Monsanto Co. for the just - graduated
student who made the highest score
on the CMA examination, was presented for the first time in 1980. Louis Vlasho is the first NAA president to hold
the CMA.
In 1983, the CMA program adopted
the Standards of Ethical Conduct for
Management Accountants (issued by
the NAA as Statement on Management Accounting 1C) as its official
code. The CMA examination requires
candidates to demonstrate an understanding of these Standards, but, more
important, candidates and CMAs are
expected to comply with them. The
Board of Regents has reviewed cases
of CMAs and candidates who have violated the Standards and has revoked
Certificates and participation in the
program for violations.
Also in 1983 an important step was
taken to increase recognition for the
program. The title of the certification
was changed to Certified Management
Accountant. In 1986 the Institute of
26

Management Accounting changed its
name to Institute of Certified Management Accountants.

RECENT CHANGES
eginning in 1989, the NAA and
ICMA undertook a comprehensive review that led to changes
further improving but not altering the
basic nature of the CMA program. The
most obvious change was to restructure the exam to four parts from five
parts beginning with the December
1990 CMA examination. The body of
knowledge to be tested did not
change —thus the content of the examination did not change. Now the
topics to be covered are contained in
the following four parts:

B

part examination but do not appear in
the names of the four -part structure.
Nevertheless, they are still important.
Ethics, previously tested in only one
part of the examination, can be tested
in any part of the examination and will
be tested in at least two parts every
time. Taxes appears in three parts: in
Part 2 relating to financial statement
reporting of taxes and in Parts 1 and 4
when taxes affect the course of action
a candidate would recommend as part
of a solution to a question.
Several other changes took place as
a result of this review. They include:

Part 1: Economics, Finance, and
Management;
Part 2: Financial Accounting and
Reporting;
Part 3: Management Reporting,
Analysis, and Behavioral Issues; and
Part 4: Decision Analysis and Information Systems.

■ CMAs and CMA candidates now
must be members of the NAA
(IMA).
■ CMA candidates who have passed
the CPA examination will be given
credit for Part 2. This move recognizes that already they have demonstrated knowledge in this area.
■ Students may take the CMA examination in their senior year.
■ A baccalaureate degree from an accredited college or university is required.

Ethics and taxes are two topics that
were included in the names of the five-

Also in 1989, NAA President Thomas
07oole announced an NAA goal to
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IMPORTANT EVENTS IN THE
1967

■ NAA Long -Range Objectives Committee recommends a program to
recognize educational and professional attainment.
1972

• In January, the NAA Board of Directors creates the Institute of i
Management Accounting to administer the Certificate in Manage,
ment Accounting program.
• The NAA president appoints the
first CMA program Board of Regents in March. Herbert C. Knprtz
is the Board's first chairman.
• The first CMA review program
offered by members of the University of South Carolina in the fall
• The first CMA examination is given
to 410 candidates at 22 sites in De1
cember.

Is
1

1973

■ In June, the first CMA certificate' is
awarded to Robert Garland, winner
of the first Robert Beyer Gold Medal for the highest score on the examination.

have 80,000 CMAs by the year 2000.
This announcement was accompanied
by a significant allocation of resources
to support the achievement of this
goal. Support has been in the form of
expanded promotion of the CMA to
NAA members and to accountants
who aren't members. The NAA also
embarked on a program to provide
candidates with CMA preparation
study materials and review courses,
which represents a change from a decision in the early years when the Association did not plan to offer CMA review material and courses. To reach
80,000 CMAs by 2000 is an ambitious
goal, but it builds on the recognition
and achievements of the CMA program in its first 20 years.

THE FUTURE OF CMA IS GREAT
ne more change occurred that
will help the CMA program
achieve its goal. In 1991, the
NAA changed its name to Institute of
Management Accountants (not to be
confused with the early organization
for CMA, Institute of Management Accounting). Added identification to the
profession of management accounting

0

MANAGEMENT ACCOUNTING /APRIL 1992

1977

■ The exam becomes semiannual.
1978

■ Grant Newton published the first
CMA review manual.

1986

■ The name is changed to Institute of
Certified Management Accountants from Institute of Management
Accounting.
1989

■ Membership in the NAA is
■ The first Student Performance
for participation in the CMA proAward is given for the just- graduatgram.
ed student with the highest exami- ■ NAA President Thomas OToole
nation score.
sets a goal of 80,000 CMAs by the
year 2000.
1980

1982

■ Louis Vlasho, CMA, is elected NAA 1990
president —the first CMA to hold
• The ICMA establishes the Corpothis office.
rate Sponsor program. Now there
are more than 100 sponsors.
1983
• The CMA examination is restruc■ The Standards of Ethical Conduct
tured to cover the body of knowlfor Management Accountants (SMA
edge in a four -part examination
1C) are adopted for CMA candirather than in a five -part exam.
dates and CMAs.
■ The name of the certification is
1991
changed to Certified Management • The NAA changes its name to InstiAccountant.
tute of Management Accountants.
• Donald Baker, CMA, is the second
1985
president of NAA, now the IMA, to
■ The ICMA office is relocated to the
hold the CMA.
NAA building in Montvale, N.J.
will be achieved through this move.
The CMA has received significant
recognition during its first 20 years.
There is important corporate support
for the CMA programs among major
U.S. companies. More than 100 have
identified themselves as corporate
sponsors of the CMA program, many
of which permit the ICMA to use their
logos in connection with program promotion. These companies expect their
accountants to become CMAs and provide them with the necessary tools.
Some companies such as Johnson &
Johnson, IBM, and John Hancock offer an in -house CMA review course.
Many take success in the CMA program into account for salary adjustments and promotions.
The CMA is well recognized as an
appropriate professional credential also— especially by the AACSB when it
reviews faculty competence for the accreditation of accounting and business
degree programs. Many textbooks include problems from the CMA examination as part the questions and problems at the end of chapters. A perusal
of the position ads in the Accounting
Review will show that the CMA is a credential that many schools expect of ap-

plicants for faculty positions.
The CMA program is the professional program for most accountants
and financial managers. The majority
of accountants are management accountants and financial managers, and
the CMA is the professional designation that measures the knowledge and
skills they need.
Since the NAA established the
80,000 goal and made a commitment of
resources to reach it, the program has
grown significantly. More than 3,300
candidates took the December 1991
CMA examination at 90 sites in the
United States and overseas. The number of Certificates issued also has increased: During 1991 Certificate No.
10,000 was issued and very early in
1992, Certificate No. 11,000. The program is well on the road to reaching
80,000 CMAs by the year 2000.
■
James Bulloch, CMA, Ph.D., is manag-

ing director of the Institute of Certified
Management Accountants.
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THECMA

ONCAMPUS

How has the CMA program affected students and faculty?
BYKEITH BRYANT,JR.,
CMA

hen the CMA
program was begun in 1972, it
met a very real
need for me. At that time, I
chaired the accounting department of a young, rapidly growing urban university. I had the necessary
college degrees and nine
years of full -time teaching
experience. My background also included nine years of industrial accounting experience with U.S. Steel. But in the
eyes of many students, faculty colleagues, and employers,
something very important was missing. I was not a CPA.
Without those three letters after my name, I was not always
viewed as a "real" accountant.
Although my experience with U.S. Steel was certainly appropriate for someone teaching cost and managerial ac-

School
FACULTY
Buena Vista
2
1
Willamette
5
St. Rose
Lock Haven
3
Millikin
3
Pepperdine-Malibu
3
Texas at Dallas
10
Southwest State (MN)
5
7
Widener
Hartford
9
Alabama at Birmingham 14
Western Conn. State
8
SUNY at New Paltz
6
4
Glassboro State
4
St. Mary's (TX)
Texas of Permian Basin
4
Wisconsin -River Falls
4
2
Brescia
California- Riverside
2
2
Catawba
New MexicoHighlands
2
2
Saint Martin's
Wisconsin- Superior
2
28

counting courses, I wanted
the additional credibility associated with a professional
certification. Alabama law
then required public accounting experience prior
to sitting for the CPA examination, and I had no interest in working as an auditor for the necessary two
years. Therefore, the new
CMA program was exactly
what I wanted and needed
20 years ago.
The 20th anniversary of the CMA is an appropriate time
for an accounting professor /administrator to take a thoughtful look at the impact of the CMA on the college campus.
To what extent have faculty and students become involved?
How does the CMA fit into the American Assembly of Collegiate Schools of Business (AACSB) accreditation process?
Should the CMA have a 150 -hour education requirement as
the CPA does? And, finally, where do we go from here?

TABLE 1 /OVERALL SUMMARY

BOTH
CEATS

NO
CERT

TOTAL
CMA

CMA%
100
100
80
67
67
67
60
60
57
56
50
50
50
50
50
50
50
50
50
50
50

TOTAL
CPA
2
0
5
2
3
2
8
4
6
5
6
5
3
3
4
4
4
2
2
2
2

CPA%
100
0
100
67
67
67
80
80
86
56

43

63
50
75
100
100
100
100
100
100
100
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Two reasons to recommend the Quiet Company.
L Your reputation.
2. The superior financial strength of Northwestern Mutual Life.
Northwestern Mutual Life insurance has always
received the highest possible ratings for financial
strength by Moody' , Standard & Poor's, A.M. Best
and Du$'& Phelps. It has also beenconsistenty ranked
"the most financially sound life insurance company"
in an annualEwiuuestudy.
Perhaps that's why accountants and CPAs refer
their clients to Northwestern Mutual Life. Or maybe
it's because Northwestern Mutual Life can help you
with your clients' estate and business planning needs.
The more reasons you have for recommending
the most secure life insurance, the better the Quiet
Company sounds.

th
ern
t
u
a
l
f
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The Quiet Compa yy®

0 1992T6 North,v tcrn Mutual Life InsuranceCompar, . Milwaukee. Wisconsin. Reprinted by permission of Moody' , Standard & Poor& A.M. Beat. Duft PhelpsandFrmtow..

TABLE &SCHOOLS WITH FOUR CMAS ON ACCOUNTING FACULTY
FACULTY
School
26
Clemson
Alabama at Birmingham 14
Texas at Dallas
10
25
San Francisco State
DePaul
30
Hartford
9
Wisconsin- Whitewater
13
17
Towson State
Cal State -Chico
19
Wisconsin -Eau Claire
19
Middle Tenn State
20
29
Florida International
5
St. Rose
7
Widener
Western Conn. State
8
Southern Conn.
9
Southeast Missouri
13
15
Northern Iowa
SUNY at Buffalo
15
22
Cal State - Sacramento
South Carolina
22
26
Northern Illinois
31
Georgia State
Southern California
35

ACCOUNTINGFACULTY
ANDTHECMA

BOTH
CERTS

NO
CERT

TOTAL
CMA

CIMA%

5

8

3
5

4
1

1

9
4
1
1
3
3
3
1

8
7
6
6
6
5
5
5
5
5
5

31
50
60
24
20
56
39
29
26
26
25

9

5

17

0
0
0
3
6
1
3
5
4
4
8
9

4
4
4
4
4
4
4
4
4
4
4
4

80
57
50
44
31
27
27
18
18
15

4
2
4
3
3
2
5
3
4
3
1
4
2
4
2
3
3
4
2
2
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15
6
8
11
24
5
11
12
14
13
19
18
5
6
5
6
5
14
10
16
17
22
21
24

13
11

CPA%
58
43
80
44
80
55
85
71
74
68
95
62
100
86
63
67
39
93
67
73
77
85
68
69

most part. Only two, Texas at
Dallas and Alabama at Birmingham, have faculties of
10 or more. In addition, these
schools tend to have high
CPA percentages also. Willamette is unique with an accounting faculty of one CMA,
so the CPA percentage is 0.
It can safely be said that the
CMA has had an impact on
the faculties at these 23
schools.
The 24 schools listed in
Table 3 may be viewed as another example of significant
CMA impact. These schools each have at least four CMAs
on their faculties. Clemson leads with eight, followed by Alabama at Birmingham with seven. In contrast to the schools
in Table 2, the schools tend to be larger, with only five having a faculty of fewer than 10. Also, the schools generally
have relatively high CPA percentages.
If Tables 2 and 3 are viewed as CMA success stories, the
data in Table 4 show much more needs to be done.
There are 304 schools, with 38.5% of the total accounting
faculty (2,448 of 6,361), that have no CMAs at all. An additional 181 schools with 30.8% of the total accounting faculty
(1,958 of 6,361) have only one CMA each. Thus, the 24
schools in Table 3 that have at least four CMAs have only
6.8% of the total accounting faculty.
How should the impact of the CMA program on accounting faculty be evaluated? When the program is viewed
against a time frame of less than 20 years and impressive
numbers at 20 to 25 schools, there are some positive signs.
The magnitude of the task ahead is obvious, however. If the
CMA is to have significant impact on the campus, there must
be a highly focused effort to sell the program to faculty at
the 304 schools with no CMAs and the 181 schools with only
one CMA each. These two groups of schools have close to

The 20th anniversary of the
CMA is an appropriate time
for an accounting professor/
administrator to take a
thoughtful look at the impactof
the CMA on campus.

ne way to assess the
impact of the CMA
program on accounting faculty is to look at the data contained in the Hassel back Accounting Faculty
Directory. The first Hassel back volume appeared in
1974 -75. Reference to CPA
holders was added in 197778, and CMAs were added in
197980. The most recent edition available was 1991, which
contained information received by September 28, 1990.
Therefore, the data are for the 1990.91 academic year and
are unlikely to reflect growth in CMAs resulting from major
changes implemented in 1990, such as the exam restructure
from five to four parts and the granting of credit to CPAs for
Part 2. The pricing changes enacted in 1989 may have had
modest impact by the fall of 1990. If the analysis were repeated using the 1992 edition, there probably would be some
improvement.
The data used were from 617 U.S. colleges and universities with 6,361 accounting faculty excluding deans. An overall summary of the certification status is shown in Table 1.
As would be expected, faculty with the CPA greatly outnumber those with the CMA, by about 8 to 1. However,
when we consider the fact that in the entire country CPAs
outnumber CMAs by about 25 to 1, the accounting faculty
numbers are encouraging. Almost 70% have one of the certifications. About twice as many people have both the CMA
and CPA (359) as have the CMA only (182). This fact might
suggest that a person who is already a CPA is more likely
to add the CMA than is a person with no certification at all.
Table 2 lists 23 schools where the accounting faculty is
at least 50% CMA. These schools are relatively small, for the

0

TOTAL
CPA
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STUDENT
PARTICIPATION

TABLE. /OVERALE-BREAK
ACCOUNTING FACULTY
No. of
Schools
1
1
3
7
12
28
80
181
304
617

Total
CMAs per
School
8
7
6
5
4
3
2
1
0

No. of
Faculty
26
14
65
126
208
420
1,096
1,958
2,448
6,361

%

70% of the accounting faculty at U.S. colleges and universities. If the student population is distributed along
similar lines, the vast majority of accounting majors are
very unlikely to encounter a
single CMA during their entire college career.

of Tc
Facufl
0.4
0.2
1.0
2.0
3.3
6.6
17.2
30.8
38.5
100.0

especially as it relates to
students pursuing the CPA.
The timing of the May exam allows many spring
graduates to sit that same
spring. A student who has
accepted a public accounting position is motivated
very strongly to complete
the exam as soon as possible. A young junior accountant is more productive and
valuable to the employer after completing the exam
than before. Many professors have observed good
students whose grades declined when their priorities
shifted from academic pur-

tudents are encouraged to become involved in the CMA program prior to graduation.
Seniors and graduate students are eligible to take
each part of the examination one time at a special reduced
suits to CPA review activities.
rate, which is half the regular amount. Although the absolute
Is the AECC concern valid for the CMA? One could make
number of student candidates is not large, their participation
a strong case for answering yes but to a much smaller deis growing as shown in Figure 1 for the four most recent ex- gree than for the CPA. The June and December CMA exam
aminations. The June dates are more popular than Decemdates are much less likely to conflict with the academic calber because they fall after the end of spring classes. Candiendar than are the May and November CPA and CIA dates.
dates may qualify for the student rates based on their status Another major difference lies in the requirement relating to
at the time of application, so many of the June sitters already
number of exam parts that must be taken at each sitting. The
have graduated. Also, spring graduating classes typically are
CMA candidate may take as few as two parts at a time versus
much larger than those at mid -year.
the CPA candidate who takes all unpassed parts at each sitThe Accounting Education Change Commission (AECC)
ting. The time to prepare for two four -hour CMA exam parts
published Issues Statement No. 2, dated July 1991, which
is very different from the time required to get ready for two
urges the decoupling of academic studies and professional
and a half days of the CPA exam. To some extent, taking a
accounting examination preparation. The document refers
portion of the CMA exam while still a student can enhance
to the ICMA policy that allows students to apply for admisrather than hinder the educational process. The questions
sion to the CMA program when they attain senior standing
are constructed not only to measure technical knowledge
and to sit for the examination pending receipt of degree. The
and skills but also to assess the candidate's ability to analyze
AECC recommends that candidates for the CMA be reinformation and communicate the results.
quired to complete education requirements (including deThe AICPA supports the AECC position. Individual states
gree) prior to applying to sitforthe examination. Comparable
control eligibility requirements to sit for the CPA exam, howrecommendations are included for the CPA and CIA proever. Achieving the AECC objectives will be difficult in the
grams. The policy would cause a major change in the time
absence of uniform national requirements.
at which a candidate could sit for a professional accounting
The ICMA Board of Regents responded to the AECC by
examination. At present, a student who attained senior
saying it strongly encouraged a dialogue among organizastanding at the beginning of the 1991 fall term could apply
tions that have professional accounting certification proand sit for the December 1991 CMA exam. Under the timing grams. The relationship between the programs and acadeproposed by the AECC and assuming spring 1992 graduamia is quite involved. A strong argument could be made that
tion, the earliest the same student could sit would be Decemthe biggest single problem is the timing of the CPA exam
ber 1992.
in May and November. The Regents suggest that the interThe major reason for the AECC position is a concern that
ested organizations sit down together and discuss the full
students may divert their atrange of issues in the relatention from their academic
tionship between certificaprograms because they are
tion programs and academIGURE 1 /NUMBER OF STUDENTS
preparing for and writing
ic
programs.
No
professional exams. A stuP ARTICIPATING IN CMA EXAM
organization wants to disdent who spends considerrupt a student's academic
able
may spend
time on
lessexam
time review
on col—
— —
program. We should be
-willing to consider changes
lege courses during the se_
10.4% _
that would allow students to
nior year and especially
receive maximum benefit
during the final semester.
— — —
from their educational exThus a student may be tradperience.
ing potential new learning
The topics to discuss
for a review of existing
could include common exlearning.
2.3%
am dates and sites, a mod It is not difficult to find
ular approach to exams that
June'
Dec.'90
merit in the AECC position,
provides common parts and

1
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eliminates duplicate topical coverage, and reciprocity/waiver
Y
for holders of one certification
who seek an additional certificalion. If all parties were willing to
explore all options, better accounting education and better
certification programs could result. Students, educators, employees, and employers —all
would benefit.

ing practice, achievement and
maintenance of professional accounting certification is of imco,
portance. Professionally certifled faculty members provide
role models for students and enhance the programs' professional orientation. At such institutions, at least 40% of the MFTE (minimum full -time
equivalent) should maintain professional accounting certification. Certified faculty members should be involved in all
relevant aspects of the accounting curriculum."
In my opinion, a school would enhance the quality and
relevance of its programs by seeking to have faculty hold the
accounting certification that is most relevant for the courses
normally taught. For example, the most relevant certification for an auditing professor would be the CPA. This certification, coupled with relevant practical experience, would
make such a person an ideal role model for students interested in a public accounting career. On the other hand, the
CMA is preferable for faculty who teach cost /managerial
courses. These faculty would be ideal role models for students interested in a management accounting career.
The ICMA allows full -time faculty members to take the
CMA exam one time at no charge. If any parts are retaken,
the cost is 50% of the normal exam fees. Membership in the
IMA is required of participants in the CMA program, but
dues for a full -time faculty member are half the regular member rate.

tionby both
faculty and St dents in the
CMA program
m is growing.

AACSBACCREDITATIONANDTHECMA
ccreditafon standards of the American Assembly of
Collegiate Schools of Business provide appropriate
recognition of the CMA designation.
Prior to the creation of separate accounting accreditation
in the early 1980s, the business standards dealing with faculty qualifications contained statements such as "appropriate professional degrees and certifications such as the CPA,"
"appropriate professional certifications," and "masters with
professional certification such as the CPA." As an academic
administrator with the CMA at an institution with AACSB accreditation of its business and accounting programs at both
undergraduate and graduate levels, I have never had any
doubt that the CMA is an appropriate professional certification for accounting faculty. The "such as the CPA" references came about because the CPA for many years was the
only professional accounting certification available.
The 1980.81 edition of the AACSB standards booklet was
the first one to contain separate standards for accreditation
of accounting programs. Also, it was the first one to contain
explicit reference to the CMA. It gave quantitative standards
for the required number of faculty holding professional "certification in accounting such as the CMA or CPA certificates." In an effort to allow use of appropriate tax professionals, it referred to "faculty having both the LLM in taxation
degree and the CPA or CMA certification." Titus, the original AACSB accounting accreditation standards considered
the CMA and the CPA equally acceptable professional accounting certifications for faculty.
Prior to the 1980 -81 edition of the standards, an October
1979 exposure draft of Proposed AACSB Standards for Accreditation of Accounting Programs referred to "professional certification (e.g., CPA and CMA) qualifications." The references to "certification in accounting such as the CMA or
CPA certificates" have continued through the current 199192 edition of the standards booklet.
A completely new set of standards for business and accounting accreditation was approved by the AACSB membership in April 1991. The new standards place considerable
emphasis on a school's mission statement and the need for
programs and activities to be consistent with the mission.
Also, qualitative factors are much more important than quantitative in evaluating a program. In references to accounting
faculty, we find "achievement and maintenance of accounting professional certification (CPA, CMA, CIA, etc.)" Thus,
certification continues to be a factor in accreditation, and the
CMA continues to be viewed as equally acceptable along
with the CPA.
Schools involved or interested in AACSB accreditation
need to be aware that accounting certification is expected.
The extent may vary with the school's mission. The following statement is found on page 40 of the new standards document: "For faculty members of accounting units whose
mission is to prepare students to enter professional account32

THE150-HOUREDUCATIONREQUIREMENT
t the national level, the 150 -hour issue has been resolved for CPAs and the public accounting profession.
Starting in the year 2000, new AICPA members will be
required to have 150 semester hours of college education,
including a baccalaureate degree. Individual states, however, are in varying stages of moving toward a comparable requirement. As of July 1991, the National Association of State
Boards of Accountancy (NASBA) had reported the following
status:
• 150 -hour laws presently in effect —three states;
• Laws passed that will be effective between 1993 and
2000 -13 states;
• Laws being considered but not yet passed -25 states.
The total of 41 states above leaves nine unaccounted for.
Within that group at least one, Pennsylvania, has indicated
its disagreement with the proposed new requirement.
Should the CMA program increase its education requirement to 150 semester hours? That question was considered
at a meeting of the ICMA Board of Regents in August 1991
and at a meeting of the IMA Executive Committee in October 1991.
Arguments for the higher requirement included concern
that the perceived status of the CMA might be diminished
if it could be obtained with one less year of education than
required for a CPA. Also, because of the breadth of the CMA
examination, additional education would greatly enhance
the success rate of candidates. A 150 -hour program made up
of a B.S. in accounting plus an MBA, for example, would be
an excellent educational background for potential CMAs.
Mainly because of concern about the perceived image of the
program, a proposal was prepared to raise the education requirement to 150 semester hours effective January 1, 2000.
MANAGEMENT ACCOUNTING/APRIL 1992

Arguments against the proposal included the following:
•�The�change�could�hamper�current�growth�of�the�program.
•�There�is�no�real�evidence�that�employers�want�or�will�pay
for the additional education for their employees.
•�We�should�observe�the�CPA�experience�for�a�longer�period before taking any action.
•�There�is�no�need�to�announce�a�change�so�far�in�advance
of the year 2000.
The final decision was not to change the CMA education
requirement at this time. It should be noted that the decision
was not a vote against 150 hours of college education for
CMAs.It was simply a decision that there was no compelling
reason to take any action on the
matter in 1991. As we draw closer to the year 2000 and have the
benefit of learning from the CPA
experience, the matter can be reviewed again if considered appropriate.
The IMA has done some sig-

nificant work relating to a management accounting curriculum
for both a four-year and a five year program. Should a decision
be made in the future to recommend a 150•hour requirement,
use would be made of the Statement on Management Accounting No. 11), The Common Body
of Knowledge for Management
Accountants," and Statement on
Management Accounting No.
1E, "Education for Careers in
Management Accounting."

WHEREDOWEGOFROM
HERE?
he CMA program has had
an impact on the campus
during the past 20 years.
The participation by both faculty
and students is growing. Much
must be done, however, if students are to be exposed to the
CMA and management accounting as much as they now are to
the CPA and public accounting.
There are more than 50,000 accounting graduates each year,
and only about one -third are
hired by CPA firms. The twothirds who go to work in private
accounting need a better -balanced campus experience than
most of them now receive.
The IMA and the ICMA must
assign a very high priority to increasing the visibility and impact
of the CMA program on campus.
The goal should be campuses
where the CMA and management accounting have equal staMANAGEMENT ACCOUNTING /APRIL 1992

■

tus with the CPA and public accounting.

Keith Bryant, Jr., CMA, Ph.D., is associate dean for academic
affairs in the Graduate School of Management at the University of Alabama at Birmingham and chair of the Board of Regents of the Institute of Certified Management Accountants. He
is also a vice president of the Institute of Management Accountants, Dr. Bryant, who holds the 10th CMA certificate issued,
is a member of the Birmingham Magic City Chapter, through
which this article was submitted. He can be reached at (205)
934.8817.
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THICS
COUNSELING SERVICE

AVAILABLE
TO ALL
MEMBERS
he IMA now provides an Ethics
Counseling Service for members
who wish to discuss any ethical
conflict with an experienced
professional. Members contacting the
IMA are guaranteed confidentiality, and,
if the member prefers, all contact
between the IMA counselor and the
member will be on an anonymous basis,
after verification of membership validity
at the Institute office in Montvale.
The toll -free 800 number of the Ethics
Counseling Service is 1- 800 -638 -4427
(1- 800 -6- ETHICS). Members also may
write to the Ethics Committee at the IMA
office, 10 Paragon Drive, Montvale, NJ
07645 -1760. The envelope should be
clearly marked to the attention of the

"Ethics Committee."
The Counseling Service is intended to
serve our members only. It is not
intended to make, nor will it make,
recommendations or draw conclusions.
The counselor will assist the member in
relating the IMA Standards of Ethical
Conduct for Management Accountants to
the specific problem cited by the
member. It is emphasized, and the IMA
counselor will re- emphasize, that the
final resolution of any ethical conflict is
the personal responsibility of the
member.

;� q

INTERVIEWSWITH
ORIGINALCM s
Sixleaders reflect on program's impact on their careers.

BYDANIELM. HRISAK
s the Institute of Management

Accountants prepares to celebrate the 20th anniversary of
the Certified Management Accountantprogram, six ofthefirst CMAs
reflect on their careergrowth and how
the certification as a CMA helped in
their success.

DENNIS R. BERESFORD, CMA
ennis ( "Denny ") Beresford
holds CMA certificate No. 6. He
also holds what may be the most
important, not to mention prestigious,
position in the world of accounting. As
chairman of the Financial Accounting
Standards Board (FASB), he holds the
reins of the group that develops the accounting standards of the world's largest and perhaps most complex economy.
That's quite a spot for a kid who for
a long time wanted a position on a pro-

FASB Chairma n Dennis Beresford, CMA.
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fessional baseball team but then decided to major in pre -med, then international relations, then business, and, finally, in the nick of time, accounting.
"I liked the sheer objectivity of accounting," he says, looking back on
the decision that put his career on the
fast track toward the FASB. "Specific
questions had specific answers. Or so
I thought at the time."
Once he went beyond the elementary, essentially bookkeeping function
of accounting, he discovered the importance of judgment, the realm where
numbers aren't quite so digital as they
once seemed. The center of that realm
is FASB headquarters in Norwalk,
Conn. There Beresford and his Board
member colleagues grapple with the
fundamentals of accounting concepts
and practical applications. The angles
seem endless. The statements have to
apply to the seemingly infinite financial situations that American companies can create.
Beresford arrived at the FASB well

armed for the challenges. He began
his career as a certified public accountant with Ernst & Young. He thrived
on the auditing work, but in order to
fully understand the position of his corporate clients and to deserve their
credibility and confidence, he began
studying for the first CMA exam as
soon as it was announced. He flew
through a blizzard to Pittsburgh to sit
for the exam in a National Guard armory. Needless to say, he passed.
Beresford's expertise earned him a
position in E&Y's technical group in
1971. The next year he became a partner and thereafter began edging into
the specialty of standard setting. As
Beresford quickly accumulated a
broad body of knowledge and experience, his penchant for precision and
hard work earned him national respect
as a technical expert.
Over the years he has served as a
member of the FASB Emerging Issues
Task Force and the Board's advisory
task forces on accounting for income
taxes and timely reporting guidelines.
He also has served on the Financial Accounting Standards Advisory Council
and was one of the two U.S. representatives on the International Accounting
Standards Committee. A member of
the IMA since 1962, he was named a
member of the Management Accounting Practices Committee and elected a
national vice president.
How has the CMA helped him during his remarkable career? On the one
hand, no one ever gave him a job because of it; on the other, it filled a crucial niche in his professional portrait
and technical knowledge. It contributed to his credibility with clients, his capability in technical issues, and his
double - bladed perspective on public
and management accounting concepts. To no one's surprise, he'd recommend the CMA to any accountant
who sees the importance of flexibility
in business that goes well beyond the
simplicity of mere numbers.
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CLARKJOHNSON,CMA
lark Johnson, CMA, does not
have certification in public accounting. He says he doesn't
need one and doesn't even want one.
He has studied and practiced management accounting since he was an accounting clerk at Johnson & Johnson
(no relation). Today he's chief financial officer and vice president of that
same company, the tenth largest in
corporate America with a market value
of $35 billion.
That's an enviable career track.
Looking back on it he sees a career
that didn't go straight up but rather laterally as it rose, giving him a constantly shifting perspective of his company.
"It hasn't been easy because none
of it came on a silver platter," he says.
"Nor was it hard since it's been fun all
the way."
He says his success has been a matter of luck, which he defines as preparation meeting opportunity. His certification as a management accountant,
he says, was the preparation part, and
it tended to generate opportunities—as all good preparation does.
He started at Johnson & Johnson at
the age of 17 while working on his B.A.
and then his MBA at night after work.
He learned early on that he didn't want
to look at business backwards, tracing
financial decisions that had already
been made by someone else. He wanted to be part of the action as it happened, making the decisions that
moved his company (and, by virtue of
a job well done, himself) forward. To
him, the difference between public and

management accounting is the difference between playing baseball and
watching a rerun to see if the rules
were followed.
The CMA concept helped Johnson
focus on his chosen career. The structure of the profession was well defined
by the structure of the CMA examination. By preparing for the examination,
he came to perceive what else he needed to know to move upward in the profession. Then, channeling his studies
toward the goal of certification, he expanded his professional horizons to
encompass the surprisingly wide field
of subjects that financial management
should know. Without such guidance,
it might be easy to be unprepared to
manage the many facets of corporate
finance.
As the holder of Certificate No. 94,
Clark Johnson came to the attention of
his CFO and was soon invited to join
the corporate staff. A year later he was
corporate controller and has been
moving up and around ever since.
Among the words he uses to describe
his career are 'fun" and "fascinating,"
words not often associated with accounting yet often echoed among management accountants.
"Today's business environment is
so complex that management accountants have got to make extra efforts to
keep up with the demands of the profession," says Johnson. "Over the last
three or four decades, the role of the
management accountant as a value adding business partner has become
tremendously important. Corporations
have grown in size, complexity, and
geographic reach. Competition is

Clark Johnson, CMA, plays a key role in management. Here he appears in J &J video.
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fierce on all sides, domestic and foreign. Today's corporations, small or
large, cannot be lackadaisical in their
financial dealings. The management
accountant's judgment and and participation in decisions affect the performance of the entire company and the
welfare of hundreds or thousands of
employees."
As a result, corporations are increasingly training and nurturing their
own future financial management
teams. '°The traditional route of waiting for CPA firms to give young accountants an apprenticeship is no longer the best practice," says Johnson.
"When a competitive, global, fast-moving corporation needs a management
accountant, public accounting training
and experience is not enough."
It's not surprising, therefore, that
Johnson & Johnson sponsors an inhouse Financial Management Development Program to prepare financial
employees for the CMA exam. Clark
Johnson requires all incoming college
graduates —the company hires about
50 per year —to participate in the program and seek certification. What
does it take to be one of those incoming graduates? Johnson admits he
tends to look favorably on those who
have already started on certification
for the profession they'd like to enter.
It says much about them.

GARY LUOMA,DBA,CMA,CPA
r. Gary Luoma was among the
first to take and pass the CMA
examination. With the third
highest test score awarded for the December 1972 exam, he brought home
not only Certificate No. 3 but also a
bronze medal.
Dr. Luoma has worked in academia
during his entire professional life, with
short excursions into industrial accounting, public accounting, and governmental accounting. Ifs interesting
to note that from his youth until undergraduate school, he wanted to be a
preacher. But once he entered academia, he recognized that a teacher is a
kind of preacher and that his future
was at a podium, not a pulpit. With that
in mind, he continued his education
right on through to the CMA
At the time, he was a professor of
accounting at Emory University. He already had his DBA and CPA certification. But he felt these weren't enough.
'"To deserve the credibility of my
students," he says, "I needed to show
that I knew more than public accounting and more than just what's in the
35

is not seen as a value- adding activity,
and the audit is becoming something
of a commodity that goes to the lowest
bidder. Public accounting firms will
continue to exist, but they're going to
be doing more consulting and tax
work rather than auditing. Management accountants will be offering a
more significant service to companies
as they struggle to compete in the
modern business environment."

ALFRED KING, CMA

Dr. Gary Luoma, CMA.

textbooks. Since my major area of interest was managerial accounting, it
was only natural that I work toward
suitable certification. And of course
the accrediting organization that looks
at faculty qualifications likes to see this
palpable evidence of scholarly pursuit."
He also had his eye on an administrative position in academia. Cerdfication in management accounting, as
well as certification in public accounting, not only solidified his role as professor, but it paved the way forward to
a role in administration. Today he is director of the School of Accounting at
the University of South Carolina.
In the early '70s, says Luoma, public accounting held the stage in the accounting profession. Students tended
to assume that any successful career
track would begin in public accounting. They quite logically tended to focus their studies on qualifying for appropriate certification, not realizing
that in most cases, their careers would
soon, if not immediately, veer into the
field of management accounting.
The times were changing, and Dr.
Luoma knew it He saw colleagues at
his and other universities working
hard to convince students that managerial accounting was a legitimate part
of the profession. Their efforts have
been justified, he says, as management
accountants became increasingly important players in the business field.
"Corporations are putting less emphasis on auditing," he says. "Auditing
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lfred King sat for the CMA exam
because his boss, Ettore Barba telli, told him to. At the time
(1972), King was vice president —finance of American Appraisal Associates, and the previous year Barbatelli
had been president of the National Association of Accountants. Barbatelli
was eager to promote the CMA exam
and felt that his own company could
only benefit by serving as a good example. With just two months to prepare, King realized that he could not
cram for the exam and walked into the
exam totally dependent on his MBA
and 15 years of business experience.
And he passed, winning a Certificate for Distinguished Performance.
But he came to the conclusion that if
the CMA were to succeed, it had to be
challenging and rigorous and require
study and preparation to pass. To have
meaning, the designation had to have
substance, and to prove its substance,
it had to be too challenging to pass
without considerable effort
Always active in the Association,
King later sat on the Board of Regents

Alfred King, CMA.

of the Institute of Certified Management Accountants and pressed to increase the CMA exam's rigor and thus
its value to individuals as well as the
profession. In his opinion the exam
has reached that level. Today, King
says he probably couldn't pass the exam without more concentrated effort
Consequently, says King, the
young management accountant who
pursues and achieves a CMA has demonstrated a powerful ability in his or
her chosen field.
The designation is not only for the
young and upward bound, however.
Even those who have gone about as
high as they can go in their career can
find, as Al King did, intellectual and
professional satisfaction in earning the
three -letter title after their names.
In King's case, the title also carried
weight when he applied for a job on the
staff of the IMA. He worked there for
a decade, seeing the profession from
an insider's point of view. Then he rejoined Valuation Research Corporation, where he is now senior vice president. His present work doesn't involve
much in the way of management accounting, but it gives him an interesting perspective on the profession that
brought him to his current position.
"Management accountants enjoy
the widest possible perspective on a
company's operations," he says.
"While marketing and research and information systems, human resources
and such have their narrow scopes on
slices of the company, the management accountant has an opportunity to
experience the whole company
through the budgeting process and
the preparation of reports for internal
and external purposes. The opportunities, then, are what the individual
makes for himself or herself. No one
is ever hired to start a career as a general manager. You work up through a
functional area. Management accounting is probably the single most effective route upward because the individual has a unique opportunity to
understand operations across the
board. This has certainly been the case
in my career."
King also sees management accounting as an expanding field while
public accounting is contracting to the
point of suffering an identity crisis.
The real need is for the financial decision makers. Companies, therefore,
are becoming more hesitant to hire accountants from public accounting
firms because although CPAs expect
their salaries to reward their experience, their experience is only marginMANAGEMENT ACCOUNTING /APRIL 1992

ally applicable to the corporate situation. This trend, says King, is now beginning to extend to the professional
designation that the accountant bears.
The CMA is beginning to look more attractive every day.

JERRY FORD,CMA,CPA
erry Ford sat for the first CMA exam in 1972 and was later presented with Certificate No. 80. At the
time, he was assistant director of corporate accounting at General Mills.
Later he was a financial officer of a
General Mills subsidiary. From there
he moved to Pillsbury, where he
served as vice president and financial
officer of the Food Group and corporate administrative offices, and later
went on to become executive director
and chief financial officer of Lindquist
& Vennum, a large Minneapolis -based
law firm with more than 100 attorneys.
An ardent advocate of certification
of management accountants as well as
the development of the profession, Jerry Ford has served on the CMA Board
of Regents and was the first CMA to
become its chairman in 1978.
Ford was a CPA when he heard of
the CMA concept in 1972. As a CPA
working in industry, he liked the idea.
It served as the missing link between
public accounting and what was often
referred to at that time as "industrial
accounting." The latter clearly lacked
a much - needed professional certification. So he signed up, studied hard,
and within a year added a significant
designation to his name.

"The accounting profession brings
all kinds of opportunities and alternatives," he says. "I'd recommend it to
anyone who has a general interest in
the financial arena. Accounting is an
ideal place to lay a foundation on which
to build a business career."
"Over the years, the awareness of
management accounting as a distinctive profession and career alternative
has been very much heightened since
I first came into the industry," he says.
"Mat's a very positive development
because students now have a broader
opportunity with both public and management accounting as viable career
paths."
Ford foresees steady growth in the
number of certified management accountan"ere were under 100 when
he received certification; there are more
than 10,000 today. Because the new
CMAs tend to be of a younger generation, over the next 20 years an increasing
number of top management personnel
will hold CMA certification and will want
to see it in the people they hire.
This maturing of certified management accountants of course will parallel
a higher average salary for CMAs, which
will in turn encourage more young accountants to pursue certification.
"Be aware of the many alternatives
and opportunities," he advises recent
college graduates. "Apply yourself,
seek direction, and take the initiative
when you orchestrate progress toward
your career objectives. And always be
ready to react to the significant and inevitable changes that you will meet on
your chosen path."

KEITHBRYANT,PH.D.,CMA

Jerry Ford, CMA.
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r. Keith Bryant, associate dean of
the School of Business at the
University of Alabama at Birmingham (UAB), took the first CMA
exam in 1972 and earned Certificate
No. 10. "If my last name were Adams
instead of Bryant, I would have a onedigit rather than a two -digit number,"
he says. Certificates 1 -3 went to the
Gold, Silver and Bronze Medal winners. The balance were assigned in alphabetical order to the first group of
successful candidates.
"The CMA met a real need for both
faculty and students," says Bryant.
"The CPA was well- established and
highly respected, but management accounting lacked a comparable benchmark. I was excited when the CMA
program was announced. It was exactly what I wanted and needed." Bryant
worked nine years as an accountant

Dr. Keith Bryant, CMA.

with U.S. Steel prior to earning his
Ph.D. He taught management accounting courses, so the CPA was not
directly related to his work.
After Bryant earned the CMA, interest in the program increased significantly at UAB. Out of 14 full -time faculty in accounting, seven now hold the
CMA. He is very proud of the 50%
CMA faculty component and feels "it
should be the minimum standard for
the future. Public accounting firms are
hiring about one third of all accounting
graduates while two-thirds are going
into management accounting. Faculty
credentials should be in closer alignment with the world of accounting
faced by current graduates. That
means many more CMAs."
Dr. Bryant served as chairman of
the ICMA Board of Regents during
1989 -92. "It was a thrill for Certificate
No. 10 to participate in awarding Certificate No. 10,000 last June at the NAA
Annual Conference," he said.
Looking to the future, Bryant sees
the CMA program as the key to two
major developments. "First will be a
campus environment in which the profession of management accounting
and the CMA have at least equal status
and emphasis as public accounting
and the CPA. Second will be a business
environment in which internal accountants will be expected to be professionally certified accountants (CMAs) just
as we now expect the external auditors
to be professionally certified accountants (CPAs). Raising internal standards will enhance the image of the accounting profession as a whole." ■
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What Does It
,Take to Pass the
CMA Exam.?
Personal commitment is the most important
factor.

courses, self -study review books, and
college courses. Table 1 shows the degree of importance placed on each
one, and often more than one was
used. As you can see, CMA self-study
review books were the most widely
used preparation method. In fact, only
one of 142 respondents did not purchase review books of some kind. In
addition, 71% rated review books as
very important. Respondents said, for
example:
"Practice doing problems and
understand the answer. Even
studying the multiple choice can
help in answering an essay question. Gleim's answers for multiple choice are good. Understand
why the wrong answer is wrong.
If I didn't understand a problem
or its answer, that's when I'd
study Gleim or Newton and do
their practice problems."
"Review books are essential, but
other books, such as statistics
and economics, are also necessary for reference."
CMA review classes were rated as
the second most important preparation tool. A total of 45%of the respondents attended structured review
courses. Approximately half rated the
courses as very important. Successful
candidates wrote,
"I could not have done Part 1
without a review course. Review
courses ... were helpful to improve test - taking skills. I think
the most effective method of
study is the completion of practice questions from old exams."

AT &T candidates are shown In a classroom brushing up for the June 1992 CMA exam.

BYROBERT E.JORDAN,CMA,
AND MARGARET HOSKINS
he benefits of the Certified
Management Accountant
(CMA) designation are many,
but for most candidates these
benefits can be achieved only by hard
work. We wanted to find out how successful candidates prepared for the exam, so we surveyed persons passing the
one for June 1987. Even though the examination has been restructured since
that time, study techniques used by
these candidates are still relevant be38

cause the core of knowledge tested has
remained basically the same.
We mailed a questionnaire to 200 of
the 362 successful CMA candidates
and received 142 usable responses —a
71% response rate, which is equivalent
to 39% of the total number of successful candidates who took the June 1987
CMA examination.
PREPARATION TOOLS
ools the candidates used to prepare for the CMA examination
included structured review

I thought review courses helped
to focus the students and bring
them up to date on accounting
and other topics. They ... are
quite helpful."
College courses ranked third. In
1985, Robert DePasqualel studied the
adequacy of the undergraduate accounting curriculum in preparing candidates for the exam. He concluded
that a strong relationship exists between exam topics and courses of the
typical undergraduate accounting curriculum. Several respondents seem to
agree:
"If you are not an accounting major, take the exam as soon as
possible after college."
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"My education was a good foundation for study."
"What helped me was the combination of taking the college
courses... teamed with the review books to understand the
principles."
This debate about the adequacy of
college curricula still rages.
Finally, work experience is the least
important factor in preparing for the
exam even though some respondents
felt strongly that experience helped
them with at least one part of it.
"I can't stress enough how important work experience is. My
background is primarily in financial reporting and international
accounting."
"Work experience was extremely helpful in passing Part 3 (currently Part 2)."
"I spent only a moderate amount
of time studying for everything
but Part 5 (currently Part 4). My
work experience was the basis
for most (of my) answers."
Another suggestion was to read
MANAGEMENT ACCOUNTINGSfor
the last two years (at least) to update
the candidate on current issues.
Respondents did not always agree
on whether all parts of the exam
should be taken at once. One said, "Do
not attempt all five parts at once. Concentrate study time on two or three
sections per exam." Another respondent, however, advised, "It would be
best to take all five parts at the same
time (which I did not do)."
STUDY PLAN
ur questionnaire also contained
an open -ended question about
proper study techniques. The
amount written ranged from short
comments, such as "determination," to
full -page study plans. One respondent
even included his telephone number if
more information were needed. A CPA
employed in industrial accounting
wrote, "As with [the] CPA exam, you
must'serve your time studying' you
don't get lucky. [I] Sat for the CPA exam,79281, so I needed a strong review
of CMA material."
The most common recommendations were to start early and to develop
a structured plan. Several respondents

0
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TABLE 1 /IMPORTANCE OF STUDY METHODS
Percent of Respondents In Each Category
Review Books
Review Classes
College Courses
ork Experience.

Degree of Importance
Number of
Very
Somewhat
Not Respondents
71.1%
27.5%
1.4%
142
51.6
42.2
6.2
64
36.6
56.3
7.1
142
32.4
56.3
11.3
142

recommended that study should begin
about 10 weeks before the exam. The
candidate should plan to study about
three hours per night for four nights
per week. One respondent said that
two to three evenings of scheduled
rest per week also were important to
avoid burnout.
Devoting time to study is essential,
but planning the study is equally important. One recommendation was to
list study goals on a big calendar, then
track progress to keep on a proper
schedule. The study plan should foots
on candidates' weak areas, with less
time scheduled for strong areas. Many
respondents used previous CMA exams to practice taking the test under
similar time constraints.
Most respondents said that time
management was the key. Planned
study time and practice, practice, practice were vital to success. In the words
of one successful candidate, "don't try
to cram —it won't work."
A SENSE OF PRIDE
ne of the most interesting findings of our study is the degree
of importance respondents
placed on the CMA designation. Written comments demonstrated their
thrill of accomplishment. More than
50% of the respondents listed reasons
for their success. Their feelings of
pride came though as they described
the great commitment required to
pass the exam. "It's not just an exam,"
one respondent said. "It's an extension
of one's professional career."
The high response rate itself
showed the candidates' sense of pride
and accomplishment concerning the
CMA program. Indeed, successful
candidates should be proud of their accomplishment. The CMA program is a
rigorous one that requires hard work
for successful completion, regardless
of study methods used.
Striving to become a CMA is a
worthwhile goal. The CMA designa-

0

tion demonstrates proficiency and professionalism and may result in higher
compensation.
Several study techniques are available, including CMA review classes,
CMA self -study review books, college
courses, and previous exams. CMA review books are the most widely used
study techniques, of which the Gleim
and Newton books are the most pop.
ular. Experience helps many candidates conceptualize material covered
on the exam.
The most important ingredient
needed to pass the exam is personal
commitment. In the words of one successful candidate, "It takes a lot of determination, persistence, and confidence in yourself. You can fail a
part—it's not the end of the world. Just
go back and try as hard as you can."
Passing the exam gives the achiever a sense of pride and accomplishment. As another respondent stated, "I
have taken and passed the CPA, CIA,
and CMA [exams]. The CMA was the
most interesting. Its subject matter is
the most comprehensive. It is very relevant." Judging from the comments
written on the questionnaires, many
other respondents agree.
■
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IBM andthe CMA
We have more than 180 CMAs at IBM.
BYDAVID T.HAPKE AND
NORMAN F. FOY, CMA
he last decade has been a
challenging one for IBM and
many other large American
corporations. The future will
present many risks and opportunities
that will have an impact on the financial function. IBM's financial management believes strongly that the Certified Management Accountant (CMA)
program provides many of the skills
necessary for survival in this challenging environment.
Unfortunately, many corporate programs die because they lack management's continuing commitment. IBM
uses a number of approaches to show
continuing support of the CMA program. First, there is no substitute for
providing time during the work week
to review the material and assistance
in meeting the cost of the program.
Second, a high visibility form of
support is that IBM is a corporate
sponsor of the CMA program. During
1991 we provided another tangible example of support by contributing funding for the ICMA- hosted continental
breakfast at the NAA Annual Conference in Chicago. Monsanto and South-

eastern Missouri State University also
felt strongly enough about the CMA
program to share in funding this
breakfast.
One financial executive, Joseph J.
Martin, CMA, is a member of the nine person ICMA Board of Regents. Employees see these actions and know
that the company means what it
says —the CMA is important. Another,
more personal example is that the
IBM corporation controller sends a letter of congratulation to each employee
who achieves the CMA designation.
This action tells the new CMA that his
or her effort has been recognized and
appreciated by executive financial
management.

CAREER ENHANCEMENT
xecufve support is necessary,
but financial professionals also
will ask, "Will the CMA designation help me achieve career advancement in finance and accounting ?"
The candidate gets a clear and definite answer of "yes" to that question.
First, he or she can look to top management for evidence:
■ The corporation's chief accounting

officer, an IBM assistant controller,
is a CMA.
• T h e director responsible for all
manufacturing and development accounting is a CMA.
• Many finance and accounting managers at all levels proudly display
the CMA designation certificate on
their walls and wear the CMA lapel
pin.
This is the kind of solid evidence
that motivates our professionals to investigate pursuing the CMA designation. When prospective candidates
seek more information from peers and
management, they soon find that there
are many CMAs working in nearby offices. It is likely that they will be directed to one of the many IBM CMAs who
are active in local chapters.
Kevin V. Fitzgerald, CMA, pictured
on page 1 of the November 1991 issue
of MANAGEMENT ACCOUNTINGS, is
one of those people. He is currently
the director of education programs for
the Westchester Chapter of the IMA
and an ardent supporter of the CMA
program. (See p. 62.)
Kevin has more than 25 years' experience in IBM during which he has
held positions of increasing responsi-

IBM CMA Review Program instructor discusses financial statements with CMA candidates. The course can be broadcast to 28 IBM U.S. sites.
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bility. He is now a senior consultant in
the technology products line of business, and he teaches finance and managerial accounting courses at a local
university. Kevin's opinion is clear, "If
you are going to be a management accountant, you must get a CMA." After
talking with an IBM CMA, potential
candidates will have met a role model
who provides evidence that a CMA can
be of great value in their financial careers.

PREPARING FOR
THE EXAMINATION
he advice of peers and role
models will help the prospective candidate decide to pursue
CMA certification. The next decision a
candidate must make is whether to enroll in the IBM self -study course or to
apply for the formal IBM CMA review
program. If the self -study approach is
chosen, a candidate obtains the approval of his or her management and
local financial executive. IBM will then
provide:
■ CMA Examination Review books by

Irvin Gleim and Dale Flesher,

■ Business Statistics by Leonard Kaz-

mier,

■ Fundamentals ofFinaneial Management by James C. Van Horne, and

■ Study suggestions, schedules, and
administrative information.
Our CMA enrollment coordinator
also assists with IMA membership and
examination registrations. In addition,
IBM pays for the first year of IMA dues
and examination registration fees. Approximately 50 employees per year are
accepted into the formal IBM Certified
Management Accountant review
course. Competition for acceptance is
keen, with an IBM assistant controller
making the final decision.
This three -week course is offered
by IBM's Finance and Accounting
Education School in Briarcliff Manor,
N.Y. The course is offered in nonconsecutive weeks over IBM's Corporate
Education Network ( CENET), a oneway video and two-way audio interactive system that is broadcast to 28 receiving locations in the United States.
Thus, most students are able to complete the course without the inconvenience and expense of traveling to
New York. Students receive the same
materials as in the self-study program,
along with copies of all the graphics
and practice sets used by the course
instructors.
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Professors from Pace University's
Lubin Schools of Business faculty
teach the majority of the course in the
three -week program. In addition to
their strong academic grounding,
many are CPAs and CMAs, and some
have been CMA examination graders.
Most of them also are practicing accountants or management consultants, and all have experience teaching
on interactive television. Course content covers the four parts of the CMA
examination plus effective study skills
and exam - taking techniques. This prograin constitutes a very challenging
three weeks for the students, but one
which also gets very favorable evaluations. It normally is offered once each
year, in the spring, as preparation for
the June CMA exam.
While both the self-study and three week CENET class programs have
been successful, about two years ago
participants voiced a need for a short

refresher within a month of the exam.
Our solution was to develop a set of
CMA refresher mini - courses and offer
them twice per year over the CENET
network. The Financial Accounting
and Management Reporting mini courses are one -half day each, and Decision Analysis takes a full day. Each
class emphasizes hands -on practice
solving and grading prior exam questions —and student response has been
highly positive. While to date we have
limited participation to IBM employees, we are now considering opening
enrollment for the refresher courses to
any CMA candidate.
Periodically we evaluate other
CMA preparation programs, such as
videotape and computer -based training, to ensure that we are providing
the most cost - effective solution for assisting our employees in achieving the
CMA designation.

RESULTS
xecutive support and a flexible,
challenging examination preparation program are both important to success, but ultimately we need
to focus on the results that are
achieved. First, a key result is that our
executive sponsors are pleased with
the program. Second, we see more of
our CMAs reaching executive management positions each year.
In 1987 the ICMA compared CMAs
by corporation, and IBM ranked first
with 85 people. We now have over 180
CMAs in IBM and hope to surpass the
200 level when the results of the December exam come in. As shown in
Figure 1, over one -third of these
CMAs are female. We encourage candidates to sit for all parts of the exam,
and 42% of our CMAs passed all parts
on the first try. Six of those people also
received Certificates of Distinguished
Performance. We are very proud of
our colleague, Jerry August, who has
earned the Robert Beyer Gold Medal
for attaining the highest score on the
June 1991 exam.
Figure 2 breaks out 1991 -1992 attendance at our CMA Review class by
number of years with IBM. Almost half
of the participants had been with the
company under five years, which leads
us to conclude that they look at the
CMA as a favorable credential to have
for their career. Equally favorable is
the 26% who could be classified as
"mid - career," with more than 10 years
in the business. These are statistical
results which, while valuable, may not
provide as much insight as examining
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the experiences of three representative CMAs.

CMA SUCCESS STORIES
e talked with one CMA from
each of the three categories
listed in Figure 2 to see how
they view the quest and achievement
of certification.
Lisa Hood joined IBM in 1985with a
B.S. degree in business administration
and computer science, having specialized in accounting. Her first job was as
a computer programmer. Lisa says, "I
had to convince computer programming
management that I was serious about a
career in accounting. Signing up for the
CMA program was one indicator that I
was serious about the career change." Lisa was with IBM less than two years in
a junior position as an accounting analyst
in a manufacturing and development division when she completed the CMA Review course. She became a CMA in 1987
and has moved to increasingly challenging positions. She is now the manager of
marketing and service accounting. She
feels that the CMA made her far more
competitive for job opportunities.
Dennis Baker fits in the five- to 10year category, completing the CMA
Review course in 1983 when he had
been with IBM for six years. At that
time he was the IBM World Trade Corporation balance sheet manager. He
signed up for the course based on
"...the advice of a senior IBM financial
executive who said that the CMA
would help differentiate me from the
many other highly competent young
accountants. I passed the first time and
my career seemed to move along rapidly after that time. Now I'm the manager of accounting for the application
solutions line of business. I'm glad I
took the advice and became a CMA!"
We have many good friends who fit
in the "over 10 years" category of Figure 2, and we asked one of them, Nick
Lombardo, to tell us about his experience. Nick joined IBM in 1964 and was
the manager of corporate balance
sheet consolidation when he decided
to pursue a CMA. A veteran of 25 years
with IBM at that time, he had held a
number of financial management positions in the U.S. and Europe. By any
measure, Nick had achieved career
success. Why did he decide to devote
all that time and energy to studying for
a CMA? "First, to brush up on my accounting skills. I earned my B.S. in accounting back in 1964and felt the need
to get more current. Second, to gain
professional credentials and recogni42

tion ... to prove that I could do it."
Clearly this was a winning situation for
both Nick and IBM. In fact, Nick enjoyed the challenge of pursuing the
CMA so much that it motivated him to
enroll in an MBA program, where he
is now at the halfway point. It was difficult choosing just three examples
from the almost 200 CMAs at
IBM... they are all having a positive impact on our business.

THE CMA IS A BEGINNING,
NOT AN END
he achievement of the CMA
designation is the beginning of
a professional growth program
for financial accountants at IBM. The
company desires to assist employees
achieve the 90 hours of Continuing
Professional Education (CPE) required during each three -year period.
All employees are eligible for the tuition refund program, which provides
100% reimbursement for tuition charges at accredited college-level courses
that are business - related. Many employees, such as Nick Lombardo, have
their MBA course costs paid for
through this program.
In addition, the IBM Finance and
Accounting School offers over 30 job related courses at its Briarcliff campus
and over the CENET network. The
school is licensed by the New York
State Education Department and is also a registered sponsor with the National Association of State Boards of
Accountancy. These affiliations permit
the school to provide classes with CPE
credit for CPAs and CMAs. The specific programs offered include:
• Finance and accounting academic
courses which earn undergraduate
and /or graduate credit.
• IBM - specific business courses in financial planning, asset management, and related financial issues.
• Computer -based training courses
which may be completed by an employee without leaving the home location. For example, a student who
completes the capital budgeting
course can print and send in the final exam test result page to the
school. That completion earns 12
hours of CPE credit.
• The Financial Management Network (FMN) —which is jointly
owned by IMA, Financial Executives Institute, and the Center for
Video Education. FMN provides a
series of monthly videotapes. Since
the mid-1980s the tapes have been

shown monthly at our Armonk facility to about 10 people. Usually, two
or three more individuals would
borrow the tapes. While successful,
we felt that higher utilization was
possible. In October 1991 we obtained agreement to broadcast
these tapes over the CENET network. This has generated an additional viewing audience that has
grown each month and is now approaching 100. The tapes receive
high marks as a way to stay up to
date on current management accounting issues and obtain CPE
credit at the same time.
These are the major nationwide
programs —other local programs are
conducted to meet the specific needs
of those audiences. While not a formal
training program, IBM CMAs also
serve as exam graders. A quick look at
the list of December 1991 CMA exam
graders indicates that at least three are
from IBM, and there are two more
who grade when job conditions permit. To quote one grader, who just
completed a budgeting question in
Part 3, "There may be pros and cons
of flexible budgeting that I haven't encountered, but after grading 1,000 papers, I sure know most of them!"

THE FUTURE
fter writing the prior sections it
would be redundant to say that
the CMA program is viewed as
a tremendous success by financial
management in IBM ... but we will say
it anyway. Our plan for the future is to
continue to search out innovative ways
to participate in the professional
growth that is signified by the designation "Certified Management Accountant." The next decade certainly will be
a challenge for us all, but our CMAs
will help provide the management accounting talent to achieve success. ■
David T. Hapke is the director of business education at IBM U.S. Norman F.

Foy, CMA, is the manager of finance
and accounting education at IBM U.S.
Both are adjunct faculty members at
Pace University's Lubin Graduate
School of Business. Mr. Foy may be
reached at (914) 945 -7067
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How Useful
Is the CMA?.
88% say it will have a positive impact on their careers.
T H E I N ST I T UT E O F C E RT I F I E D
MAN AG EME NT AC CO UNT AN T S

FIGURE VREASON FOR
OBTAINING CMA

of the

INS TITUTE OF M ANAGE M E NT AC C OUNTANTS
proclaims that

Professional
Advancement
76%

has earned the designation

CERTIFIED MANAGE MENT ACCOUNTANT
in recognition of demonstrated knowledge and competence in
Management Accounting
and confers herewith all the rights, privileges, and responsibilities

3%

as prescribed by the Board of Regents.
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BYPHILIP H.SIEGEL,MARIE E.
DUBKE, AND JOHN T. RIGSBY
ow useful is the CMA designation for the professional
advancement of management accountants? The CMA
certificate is currently the only professional designation for the management accountant. Its perceived value
in the acceptance and promotion of accountants in the management accounting profession is central to its continued growth and acceptance among
accountants in the industry and those
entering the profession in future years.
To answer this question of usefulness, we surveyed CMAs in the state
of California, one of the more progressive states and one with a large number of CMAs. A questionnaire was
mailed to 603 CMA holders, and 311
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completed questionnaires were returned (one of which was not usable)
for a response rate of 51 %.
Questions asked included:
■ Reason for obtaining the CMA certification;
■ Perception of the importance of the
CMA certificate in professional advancement;
■ Perception of the employers' viewpoint concerning the importance of
the CMA certificate as evidenced
by promotions, pay raises, and annual reviews;
■ Potential advantage of the CMA;
■ Whether the CMA exam was considered their second best alternative; and
■ Educational background of the respondents.

Professional
Education
5%

Personal
Satisfaction
13%

Professional
Requirement
3%

REASON FOR OBTAINING CMA
s shown in Figure 1, the vast
majority of CMAs (76.1 %)
sought the CMA designation in
order to improve their opportunity for
professional advancement. The second most noted reason was for personal satisfaction (12.6 %), although this
response was at a far lower level than
the first. The third level of reasons noted included three items, i.e., professional education (4.9%), professional
requirement (3.2 %), and other (3.2%).
The attractiveness of the CMA to
accountants would appear to be based
upon recognition by employers and
others that the CMA designation indicates professional competency in management accounting and usefulness in
providing a differential career advantage. Because the CMA is the profes43

FIGURE 2 /PERCEPTIONS
OF THE IMPORTANCE OF
A CMA FOR
PROFESSIONAL
ADVANCEMENT

No
Influence
11%

Entire
Influence
.7%

No Answer
.3%

sional certification for management accountants, it needs to be widely recognized both by accountants and others
outside the profession as indicating a
certain level of professional achievement. This recognition should provide
a differential advantage to the manage-

FIGURE 3/ HOW
IMPORTANT IS A CMA IN
TERMS OF PROMOTIONS,
RAISES, AND REVIEWS?

ment accountants holding the CMA
and contribute to their professional advancement in the management accounting profession.

CMA AND PROFESSIONAL
ADVANCEMENT
erceptions of the importance of
holding a CMA designation for
the professional development of
management accountants are shown
in Figure 2. The majority of CMAs
(68.4 %) indicated positive influence of
the CMA certification on the professional advancement of management
accountants. Only a minority (31.3 %)
indicated no or very little influence on
the professional development of management accountants. The large difference suggests that the majority of
CMAs view CMA certification very
positively and see it as being useful in
providing recognition of their competency in the profession and contributing to their professional advancement.

EMPLOYERS' VIEWS
OF THE CMA
hen, however, the CMAs
were asked their perceptions
of the employers' views of
the importance of the CMA certificate
as evidenced by actual promotions,
pay raises, and annual reviews, the responses were more conservative, as
shown in Figure 3. The results are fairly evenly split between "some" or
"greater" influence on management
accountants' professional development (44.9 %) versus none or very little
influence (51.2%). These results would
appear to indicate that only about half

of the employers specifically rewarded
and recognized achievement of the
CMA certification in their promotions,
pay raises, and annual reviews. Yet it
would also indicate that approximately
half of the employersdo recognize and
reward achievement of the CMA certificate in their promotions, pay raises,
and annual reviews. An implication is
that there presently is substantial recognition of the value and usefulness of
CMA in recognizing professional competency and that it does contribute to
the professional advancement of management accountants. At the same
time, this recognition of CMA certification is not uniform and provides a challenge for those in the profession to develop greater and more uniform
rewards in the recognition of CMA certification.

POTENTIAL ADVANTAGE
OF THE CMA
he questionnaire also asked respondents if CMA certification
has a potential advantage. This
question addresses the possible future
benefit of holding a CMA, as opposed
to the present benefits considered in
the previous question. The large majority of CMAs responding (88.1 %)
considered CMA certification to have
potential advantage for certificate
holders. This result indicates that
most CMAs (even those who at the
present time have not benefited from
holding the CMA as evidenced by promotions, pay raises, and annual reviews) view CMA certification as
worthwhile and as having potential
usefulness for their future career advancement (Figure 4).

EMPLOYERS' VIEWPOINTS

FIGURE 4 /DO YOU SEE A POTENTIAL ADVANTAGE IN
CMA CERTIFICATION?
Some
Influence
30.7%

A0=00=01
No
10%

Very
Little
Influence
25.4%
A Great
Deal of
Influence
13.9%

Entire
Influence
.3%
No Answer
3.9%
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2%

WAS CMA CERTIFICATION THE SECOND BEST
ALTERNATIVE?
No
68%
No Answer
7%
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TABLE 1/HIGHEST EDUCATIONAL DEGREE OF CMA
RESPONDENTS
Number of Responses

SECOND BEST ALTERNATIVE?
he questionnaire also asked
participants whether CMA certification was the second best alternative to them. 'Me results are
shown in Figure 5. Most of the CMAs
responding (67.7%) indicated that the
CMA certificate was their first choice.
Only a minority (24.9%) indicated that
the CMA certificate was not their first
alternative. The implication is that
most of the accountants who seek
CMA certification are management accountants and that such certification is
not secondary to any other certification. It is generally considered the primary certification in management accounting by the majority of such
accountants.
WHAT EDUCATIONAL LEVELS
HAVE CMAS REACHED?
s indicated in Table 1, large
numbers of CMAs (73.9%) have
a master's degree or above, indicating a higher educational achievement level than is presently the norm
in the accounting profession. These results appear to indicate that CMAs
tend to be upwardly mobile, ambitious
persons who are working hard toward
achieving their career and professional goals and that attaining the CMA
certification is a part of that process.
A POSITIVE INFLUENCE
s a whole, CMAs appear to view
the CMA designation as being
very useful to their current and
future career development. The majority of CMAs responding (68.4%) indicated some or more positive influence
of the CMA certification on their professional advancement as management accountants; almost 50% indicated that CMA certification was viewed
positively by employers as evidenced
by promotions, pay raises, and annual
MANAGEMENT ACCOUNTING /APRIL 1992

Percentages

81

26.1%

6
23
186
14
310

2.0
7.4
60.0
4,5
100.0%

reviews; and almost all of them (88.1%)
believe that CMA certification will influence their future career development positively.
Numerous other views were expressed, though, even among those respondents most strongly supporting
the usefulness of CMA certification
and those indicating that certification
had been positively rewarded by their
employer, that the CMA certificate
was not as widely recognized outside
the management accounting profession as it needs to be and that further
developmental efforts need to be
made. The majority of CMAs also did

Philip H. Siegel is Fiesta Mart Professor
of Accounting, University of Houston Downtown, Houston, Tex. He is a member of the Houston Chapter.
Marie E. Dubke is professor of accountancy, School of Accountancy,
Memphis State University Fogelman
College of Business and Economics,
Memphis, Tenn. She is a member of the
Memphis Chapter.
John T. Rigsby is associate professor
of accounting, School of Accountancy,
College of Business and Industry, Mississippi State University, Mississippi State,
Miss. He is a member of the Golden Triangle Chapter, through which this article was submitted.
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not view CMA certification as a second
best alternative. Instead, it was seen as
the main certificate for the management accounting profession.
■

APERFECT CANDIDATE FOR A COMPREHENSIVE FRANCHISE.
Maybe it's time to find out what hundreds of CPAs and accountants have
discovered: the best security is in your own practice. Comprehensive has
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All the long hours study were
of

worthwhile.
BYE. WARREN TEMPlETON, CMA
hen CMA review classes began, after I had resolved to take the examination, more than 35
years had passed since my college graduation.
Returning to the classroom routine on a weekly
schedule caused a real culture shock for me. True, I had not
forgotten how to study, take notes, and do homework, but
I surely had gotten rusty.
"Why are you taking this exam at your age and at this
point in your career ?" I was asked this question a number
of times by a number of people. For a while I even asked it
myself. I began to feel like the proverbial mountain climber
who is asked why he climbs the mountain. And my response
was the same as his, "Because it's there."
Studying and doing homework again was difficult but not the
most difficult park The most difficult task was finding the discipline to reserve the time to do adequate study before class met
again the next Monday. In an effort to improve the quality of
study and homework, classmate Curt Price and I set up our
"study hall" on card tables in the playroom in my house. We
met there each Wednesday evening for about three hours of
study. Some weeks we met two evenings, and several times we
were joined by classmate Joe Fogle.
We pooled our knowledge, which created a synergy
greater than any single individual possessed. These sessions provided help for each of us in areas where he might
be weak. But the greatest help was the discipline that a regularly scheduled study session imposed.
During the early weeks of preparation, did I question the
wisdom of seeking the CMA? Yes. Did I think of dropping
out? Yes. Did I think of not taking the exam? Yes.
On December 14 1 took the examination for the first time
at the University of South Carolina in Columbia. I was not ready
for Part 3. There were questions on subjects I had not studied,
and I ran out of time on most of the questions. When I left the
room, I thought, "My worst fears have been realized:
That evening in the hotel room I crammed for Part 4. On
Friday morning, the Part 4 exam seemed a little better than
Part 3, but it was still quite tough.
The following Tuesday, December 19, my grandson was
born. This event completes my grandfather credentials to date.
In February I resumed weekly classes again on Parts 1,
2, and 5. In early March, grades from the December exam
arrived. On the two parts I had taken I came close but "won
no cigars." Back to the grind of weekly classes continuing
through May. During the first weekend in June we had a
marathon review of Parts 3 and 4.
I sat for all five parts of the June exam. When grades arrived in September, I had passed Parts 1 and 3. Passing two
parts not only did wonders for my self- confidence but also
strengthened my resolve to pass the remaining parts. My
"mountain" was still there, but I had ascended the first slope.
46

WarrenTempleton (I.), with Instructor, Dr. Charles Caldwell, CMA.
I continued my "study hall" in the playroom without my
classmate, who already had completed the exam. Two,
three, sometimes four evenings per week I would be there,
laboring over textbooks and problems. Weekends were no
exception to this study regimen. The review material I used
consisted of a textbook plus questions and problems from
prior exams. In addition, I purchased four prior years' examinations with unofficial solutions. For the parts I still had
to sit for, I studied the text carefully and reviewed all of the
questions and problems. I answered some of the questions
and problems under exam conditions and time constraints.
I returned to Columbia for the third time in December
1990. For the first time I felt prepared going in. For the first
time I felt confident coming out For the first time I was not
physically exhausted when the exam was over.
As I drove away from Columbia that December 14th evening, three lanes of taillights ahead as far as I could see
seemed to form a giant Christmas tree. The combination of
this sight and the knowledge that one more CMA exam was
history filled me with one tremendous Christmas spirit.
Then came the good news. "Congratulations. You have
completed the CMA examination." Thus began a letter I received on March 12, 1991, which was 11 days after my 59th
birthday. I read and reread these few words. Next, I checked
the grades for each park Then I read the whole letter again.
By now it was beginning to register. I HAD successfully
completed the CMA examination!
I attended my first annual convention in June as incoming
president of the Spartanburg Area Chapter. CMAs received
considerable attention at the convention. We wore a special
colored name tag, with the designation "CMA" following our
names. We were given CMA lapel pins and urged to wear
them. ICMA members also were invited to a dinner Sunday
evening and a breakfast Monday morning.
At my age, my CMA certificate will have little effect on
my career. But that fact in no way lessens the sense of accomplishment I feel for obtaining it. What advice do I have
for accountants who meet the ICMA requirements? Go for it!
J. Warren Templeton, CMA, is division cost manager, Spun
Fabrics Division, Milliken & Co., Spartanburg, S.C. He is the
current president ofthe Spartanburg Area Chapter, through
which this article was submitted.
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Ethics and the CMA
Ethics is the foundation of the CMA program.
BYHOWARD L.SIERS
ANDROBERTB.
SWEENEY
he development of
the CMA program
represents a major
step in the professionalization of management accounting. For years
management accounting
has been recognized as an
occupation. Only in the last
two decades have steps
been taken to transform
management accounting
from an occupation into a
profession.
Authorities have identified several characteristics
that must be exhibited by a
group to be classified as a profession. The four primary factors are a well- defined body of knowledge, expertise or competence in the knowledge area, restricted admission, and a
code of ethics.
The leadership of the National Association of Accountants [renamed the Institute of Management Accountants
(IMA) on July 1, 19911 recognized the importance of certification in the professionalization of management accounting some 20 years ago when they authorized the development of the CMA program. The Certified Public Accountant
(CPA) had been established much earlier, and the Certified
Internal Auditor (CIA) program was begun a year after the
CMA program. Certificate holders were acknowledged to be
professionals. Our leadership recognized that the majority
of our membership was involved actively in nonaudit management accounting tasks requiring significant technical
competence and management skills not addressed by the
CPA and CIA certificate programs.
Thus, it was necessary to craft a certification program directed primarily to management accountants. Responsibility
for this effort was assigned to the Board of Regents of the
Institute of Certified Management Accountants (ICMA).
The ICMA was established to develop, implement, and administer the program. The results of that initial and ongoing
effort are readily apparent with the issuance of CMA certificate number 10,000 at the June 1991 IMA (NAA) Annual
Conference.
The CMA program directly addressed the four factors
identifying a group as a profession as follows:
Body of knowledge implies that there is a reasonably well defined area of knowledge peculiar to the group. This was
addressed in developing the CMA examination when extensive efforts were exerted to identify what constituted the
knowledge foundation for management accountants. Initially, five main components of knowledge were identified.
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These areas have been subsequently reorganized into
four major categories. Thus,
the areas of knowledge
management accountants
should be proficient in have
J
been identified.
Expertise means that
members of the profession
have been adjudged to have
attained competence in the
body of knowledge previously identified. The CMA
examination fulfills this requirement by examining
prospective CMAs and ascertaining whether they
have attained a sufficient
level of knowledge in the
- -specified areas to be classified as professionals.
Restricted admission to the profession is the third point in
being recognized as a profession. The CMA program fulfills
this requirement in that only after successfully completing
the examination and having attained a specified amount of
relevant experience can one be classified as a true professional management accountant a CMA.
A code of ethics is the final requirement for professional
recognition. Unfortunately, the code of ethics for management accountants, Standards of Ethical Conduct for Management Accountants, was not issued until 11 years after the
CMA program was implemented. The significance of ethics
to a profession in general and specifically to management accounting, however, was recognized initially by the Board of
Regents in structuring the examination. Thus, Part 2 (of the
original five -part examination) — Organization and Behavior,
including Ethical Considerations — provided coverage of
ethics. Now, not only do we have a viable code for our profession but we have taken significant steps to assist management accountants in preparing themselves for potential dilemmas, in avoiding dilemmas, and in resolving dilemmas
with which they are confronted.
WHAT CERTIFICATION MEANS
ertification means many things to many people. To
the practitioner, it represents proof positive of the individual's demonstrated technical knowledge and
ability to implement this knowledge in practical applications.
To the public, certification provides evidence that the individual possesses a sound knowledge of the complex accounting and financial standards applicable to every facet of
the complex economy in which we live today and has demonstrated an ability to use this knowledge effectively in the
discharge of his or her professional responsibility. To both
the practitioner and the general public, certification carries
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with it a high level of individual and professional commitment to established ethical standards and values.
The accounting profession's commitment to high ethical
standards is not a recent phenomenon. In particular, ethical
conduct of our members has been a cornerstone of our organization since its inception in 1919. At that time, one of
the standing committees was the Ethics Committee. Apparently because of travel difficulties, the practice was to appoint committees in major urban areas. The Ethics Committee was located in Chicago; one of the members of that
committee was Arthur Andersen. Although records of the
activities of that Ethics Committee are somewhat sketchy,
there are indications that they were quite active: Members
were expelled because of various ethical transgressions
such as absconding with NAA chapter funds.
In June 1990, an entire issue of MANAGEMENT ACCOUNTING® was devoted to the subject of the ethics of
management accounting. One of the articles in that issue
presented the results of in -depth interviews conducted
with IMA (NAA) former presidents.
One of the questions and a portion of the responses
seem particularly appropriate here as a means of establishing the importance of and commitment to the IMA ethics initiatives that we have pursued during the decade of
the '80s and continuing into the '90s. The question that
deals with the increased emphasis given ethics was:

country's economic system was working as intended. We believed it provided great freedom for institutional and individual action, with legal recourse against those who would
abuse the freedom and /or fail to serve the common good.
Rules of ethical business conduct, responsibility, and accountability —rules going beyond basic legal requirements —were handed down orally from generation to generation.
We saw the system serving us well. Although, over time
we had increasing concern about those who exploited the
excesses of our system's virtues and violated the spirit, if not
the letter, of the law. The violations served as the basis for
many of the shouts and protests of the '60s, continued as we
staggered through the '70s, and arrived at what we hoped

C
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Some of the responses were:

Les Ellis, national president, 1977 -1978:
"For most of those years between 1919 and 1983, most
of us thought that reducing ethical standards to writing
was unnecessary, if not downright naive. We assumed our
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"The NAA Standards of Ethical Conduct for Management Accountants were promulgated in 1983 after
several years of effort. The Association started in 1919.
Why did it take so long to codify the Standards that all
of you have endorsed and complied with during your
professional careers ?"

Grant Meyers, national president, 1969 -1970:
"Ethics always has been part of the character of the Association. In 1919, the founders established 12 standing
committees, one of which was a Committee on Ethics.
Ethics was an important ingredient of the accounting discipline— taught in schools and practiced in business. The
management accountant was considered the watchdog of
the treasury. Ethics was understood and accepted. Therefore, the need for codification was not apparent.
Drastic changes in the corporate environment over the
past 15 years, caused by the intense pressure resulting
from emphasis on earnings, corporate takeovers, get -richquick schemes, and a variety of questionable accounting
practices, made it apparent that there was a breakdown
in the previously accepted principles and standards of the
profession. The Association recognized that the management accountant needed support. An ad hoc committee
was appointed in 1981, and its members determined
quickly that the profession needed a written code of ethics. The Standards of Ethical Conduct for Management Accountants, developed by the ad hoc committee, was approved by the NAA Executive Committee in October 1982
and published in final form by the MAP Committee (Committee on Management Accounting Practices) in June
1983."
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was the peak in the '80s -1he decade of greed.' All of us began thinking more about the problems and what it means
to be ethical. Finally we came to recognize the need to codify
ethical standards."
Bob Donaehie, national president, 1980 -1981:
'Your question implies that NAA may have been delinquent in promulgating the standards of ethical conduct. I
don't believe this is the case at all. The term'accounting' and
the title 'accountant' historically have carried a very strong
implicit assurance of integrity, truth, and accuracy in the recording and disclosure of data essential to the evaluation of
business for both management and investment purposes.
For many years, that implicit assurance and general accep-
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THE POWER IS ON

ations have been incorporated throughout all parts of the
CMA examination. Although the CMA program began
in 1972, the IMA's renewed emphasis on ethics got under way in the late 1970s with initial efforts aimed at developing the Standards of Ethical Conduct for Management Accountants.
These Standards were promulgated by the IMA in
June 1983 and subsequently adopted by the ICMA. The
IMA established compliance with these Standards as a
condition of continuing membership in good standing.
The ICMA requires compliance as a condition of initial
and continuing certification. Both organizations have established compliance programs to deal with administration of their ethics programs, and these activities are
carefully coordinated. The IMA has incorporated the
Standards into the Bylaws of the Institute, as well as the
necessary amendments to provide for administration of

ranging from automatic expulsion for members convicted of a felony to Notice of Censure with or without continuing education requirements being imposed. ICMA
disciplinary actions, which are dealt with by the Board
of Regents, can range from de- certification to Notice of
Censure or other remedial actions.
In addition to the compliance programs, there are a
number of ethics awareness programs (including a

==
.L . . . . .

E T L A ND

oth the founders of IMA and the leadership in recent
years have strongly supported the role of ethics in
management accounting. The significance of ethics
in the CMA certification program should be equally evident.
Certification programs have been developed by the accounting profession to encourage professional excellence
and to represent a degree of professional expertise and judgment brought to bear on both internal and external representations. For representations to have any value, there is
an implicit understanding that such representations are being offered by a person or persons of sound moral character and possessing high professional and personal
standards. This was certainly one of the founding premises of the existing professional accounting certificates
and established as a goal of the CMA program.
For the first 17 years, an ethics question appeared in
each CMA examination in Part 2. Recently, at least in
part due to recognition of the pervasive nature of ethical

the compliance program s.
Noncompliance with the Sta nda rd s in t he IMA is
dealt with thr ough a pr ogr am of disciplinary actions

0

CA

ETHICS IN THE CMA PROGRAM

considerations in every aspect of management accounting, questions on ethics or involving ethical consider-
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tance of this concept seemed to be all that was necessary."

BRIM
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INGO, distribution of laminated copies of the Standards
to all of our members, making copies of Standards easily
available to accounting students, and participation in ethics seminars and publications). The IMA also provides
an ethics counseling service for all IMA members. Because CMA holders are members of the IMA, all of these
ethics services are available to them.
We feel that the emphasis placed on the ethics programs of both organizations is a clear indication to our
members and the general public of its importance in the
management accounting profession. Any IMA member
who truly subscribes to and endorses our Standards of
Ethical Conduct for Management Accountants can
49

present his or her ethical
credentials to the profession and to the public as
representing the tradition
of "truth, integrity, and accuracy" in the accounting
profession.
Although "ethics" is certainly at the foundation of our profession and a primary element in the public perception of a "certified accountant" in
any or all segments of the accounting profession, the reader
should not construe, nor do we intend to imply, that certified
accountants maintain and subscribe to higher levels of ethical standards and values than do the noncertified majority
of practitioners in our profession. Each and every member
of the accounting profession — starting with the accounting
student or the individual just beginning an entry-level accounting assignment and continuing on to individuals representing the most responsible positions of our profession
in business, government, and academia —has a personal and
professional obligation and duty to conduct his or her professional activities in a moral and ethical fashion.
Ethics cannot and should not be defined specifically or
cataloged into a comprehensive list of do's or don'ts. Ethics
is a live and vital element that is present in every facet of
our profession and can only be shaped and implemented by
the personal interpretation and morals of the individual.
Having said that all members of our profession are held
to the same high level of moral and ethical conduct, what
is different in terms of ethical expectations that the general
public, and especially the accounting profession, places on
the accounting certification programs?
CMAs are the recognized leaders of the management accounting profession and as such have additional obligations.
Not only must they themselves be truthful, function with a
high degree of accuracy, and exhibit the highest level of integrity, but also they must exhibit effective leadership in encouraging noncertified management accountants to conduct
themselves in a like fashion if management accounting is
truly a recognized profession.
The CMA, along with certificate holders in the various
segments of our profession, can and should help to provide
the leadership necessary to maintain, or reestablish if necessary, the public perception of our profession — "integrity,
truth and accuracy." Our perception of this responsibility of
CMAs to maintaining and improving the professional and
public perception of our commitment to high ethical values
and standards can be best captured by the phrase "ethical
accountability." Our efforts in administering the IMA ethics
compliance program and in providing the ethics counseling
service to our members have convinced us that a significant
number of our members who get into noncompliance situations with our Standards have done so because of their inability or failure to recognize the ethical dimensions of their
problem until they were too involved or simply couldn't figure a way out.
In contrast, IMA members seeking ethics counseling
have recognized the ethical dilemma they are facing. They
are trying to avoid the dilemma or to disengage without damage to the profession before becoming involved in an ethical
quagmire. Once management accountants have the education or training required to recognize the ethical dimensions
of the problem, they have the ethical and moral fortitude to
do something about it.
To some extent, "ethical accountability" is analogous to
the process of growing from infancy to adulthood. Personal

behavior is a matter of individual responsibility from
our earliest days. However,
our personal behavior is
carefully overseen by loving
parents from infancy
through the teen years. But
as we grow and demonstrate to our parents that we possess appropriate personal
behavior characteristics, this supervisory oversight is gradually (sometimes begrudgingly) reduced and eliminated. Increasingly we assume greater "accountability" for our behavior.
In like respect, we generally provide ethical guidance and
supervision in the form of historical precedent, entity policy
manuals and procedures, and down to earth do's and don'ts
to the individual entering the accounting profession. However, these individuals are responsible from the first day for
their personal ethical values and standards. As the individual
gains knowledge, education, and experience in the ethical
dimensions of our profession, he /she is accorded greater independence on the assumption that the level of "ethical accountability" increases appropriately. Therefore, it is quite
appropriate, and necessary, for the profession to hold its
members to increasingly higher standards of "ethical accountability" as an individual gains knowledge and stature.
Therefore, the holder of a CMA certificate can be, and
should be, held "accountable" for very high levels of ethical
values and standards in conduct of his /her professional activities. This is not an option the CMA holder has—it is an
obligation to the general public and to the profession.
In summary, all members of the accounting profession
are held to high standards of "ethical responsibility"; each
is held to an ascending level of "ethical accountability" based
on levels of experience, success, and accomplishment. The
CMA holder must be held "ethically accountable" at the
highest levels of our profession if we are to support the implicit message that we are conveying to the public — "the
CMA is an accountant who can be relied upon for truth, integrity, and accuracy."
An accountant without ethics is not an "accountant." A
"management accountant" who is committed to the Standards of Ethical Conduct for Management Accountants is an
"accountant" in the traditional sense. CMAs committed to
the Standards combine this commitment with the technical
knowledge, analytical skills, and experience required of
CMA holders. These CMAs represent an even greater embodiment of the public perception that an "accountant can
be relied upon for truth, integrity and accuracy." Ethics is
not just a part of the CMA program —it is the foundation.
The CMA program can go forward only if every holder of a
CMA certificate dedicates himself or herself to the Standards of Ethical Conduct for Management Accountants. ■

From the outset questions on
ethics have been included in the
CMA examination.

5o

Howard L. Siers is former chairman of the IMA Committee on
Ethics. He is now a consultant to the Committee of Sponsoring
Organizations (COSO), sponsors of the Treadway Commission on Fraudulent Financial Reporting.
Robert B. Sweeney is farmer chairman of the ICMA Board
of Regents and is currently a member of the Ethics Committee
and a former member of the Executive Committee.
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Two New Case Studies to Help Accountants
Understand and Evaluate CIM
In the latter half of the '80s, U.S. manufacturers turned to advanced technologies to support their automated
manufacturing systems. The major tool used in these systems is computer - integrated manufacturing (CIM) and its
subsystems, CAD, CAM, FMS, and others.
What has been the companies' experience with this technology? Have they achieved the goals expected? Have they
improved productivity and quality?
To provide answers to such queries, IMA recently published two case studies. They are:

S
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CIM JUSTIFICATION IN THE PROCESS INDUSTRY: A CASE
STUDY,�Coopers�&�Lybrand�—Ray�Cole�and�Lee�Hales,�1991.
(# 91257, $12.50) This report, prepared by Coopers & Lybrand

� `C•

�Q

automation and manufacturing consultants, describes investment
justification for an advanced manufacturing technology project in (tic
process industry. By understanding the appropriate productivity factors (costdrivers) and their impact on profitability, Monsanto was able

cos

to overcome the leap of faith often required to justify CIM. The
company had demonstrated that it was able to quantify the impact of
capital expenditures and changes in cost drivers on operations, as well
as the revenue effect of improved quality
CIM IMPLEMENTATION PROCESS: A CASE STUDY, Earl D.
Bennett and Sarah A. Reed (monograph), 1991. (#91264, $9.95)
Computer - integrated manufacturing (CIM) represents one area of
significant investment in software and hardware. This study
documents in detail the experience of Lockheed Missile and Space
Company. Inc., Austin, Texas, with a CIM implementation process.
This case series enables the reader to develop an appreciation of the
magnitude of these projects and an understanding of project issues
and success factors seldom available from "snapshot" case histories.
Management accountants will find these cases helpful in understanding both the complexity of such projects and the potential
returns that can be achieved from them.
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Why CPAs Should
C onsider the CMA
The CMA will benefit their careers, and a survey shows CPAs do
well on the CMA exam.
Scott Mitchell.

A grader reviews CMA exam at ICMA office in Montvale.
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BY JOSEPH M. HARGADON,
CMA; FRANK C. LORDI, CMA;
AND DOROTHY A. MCMULLEN,
CPA

tics in addition to accounting, taxation,
and auditing. As a CPA, what are my
chancesforsuccesson this exam? Will 1
need to take a CMA review course ?"

"I'm already a Certified Public Accountant (CPA). Why should I become a Certified Management Accountant
(CMA) ?Am 1 preparedforthe CMA examination? I've heard the Certified
Management Accountant (CMA) exam
is broader in scope than the CPA exam,
covering areas such as economics, finance, organization theory, and statis-

ADVANTAGES OF THECMATOCPAS
lthough the CMA designation has been around only 20
years, it continually has
gained recognition and respect in the business community.
CPAs who add the CMA to their resume have demonstrated competence

and expertise in a broad cross section
of business disciplines, not only accounting. Given the increased role that
management advisory services play in
today's CPA practices, the CMA certificate shows that the holder has a solid
interdisciplinary foundation.
Second, preparing for the CMA exam will assist CPAs in furthering their
professional development and training. Because much of the material covered on the CMA exam is also part of
many MBA programs, pursuing the
CMA can supplement and enhance
graduate and continuing professional
education (CPE).
Third, in terms of job mobility and
advancement, the CMA signifies a credential that is respected and encouraged by such major corporations as
Monsanto, IBM, Pillsbury, and Air
Products and Chemicals, Inc. These
organizations and others recognize
that a CMA is a highly qualified and
skilled professional. A recent survey
conducted by Agrawal, Siegel, and
Baum, reported in the June 1991 issue
of MANAGEMENT ACCOUNTINGS, indicated that a proportionately larger
number of employees with the CMA
reached the highest managerial level
in their firms than those without the
CMA. Also, recent salary surveys have
shown that CMAs are compensated as
well as or better than their CPA counterparts with comparable experience.'
Finally, for educators the CMA is a
professional certification encouraged
and recognized by various accrediting
agencies. It provides the faculty member with another dimension or perspective from which to advise students. Traditionally, accounting
programs have steered students in the
direction of public accounting careers.
Given the high attrition rate in the public accounting sector, however, most
accounting students do not ultimately
MANAGEMENT ACCOUNTING /APRIL 1992

TABLE 1lC0MPAR1SON OF CPAs' VS. NON -CPAs' PERFORMANCE: ON THE
DECEMBER 1988 CMA EXAMINATION
PART 1

PART 2

&

PART 3
PART 4
PART 5
PUBLIC REPORTING
INTERNAL
ECONOMICS
ORGANIZATION STANDARDS, AUDITING REPORTING AND
DECISION
8 BUSINESS FINANCE b BEHAVIOR
TAXES
ANALYSIS
ANALYSIS
CPAs Non -CPAs CPAs Non -CPAs CPAs Non -CPAs CPAs Non -CPAs CPAs Non -CPAs
71.96
68.68
70.30
63.94
74.85
59.37
79.38
65.40
70.68
66.13

Mean Score"
Number of:
Candidates
Passing
37
36
30
27
42
17
37
Percentage
Passing
79%
58%
64%
44%
89%
27%
79%
Number of:
Candidates
Failing
26
10
17
35
5
45
10
Percentage
Failing
21%
42%
36%
56%
11%
73%
21%
Total Number
of Candidates
47
62
47
62
47
62
47
'70 is the passing score. The mean score is the average of all candidates in that group.

spend the majority of their professional lives in public accounting. Instead,
CPAs generally move to controllership
and other upper financial management
positions. Accounting faculty should
encourage students to consider both
the financial and managerial accounting fields. Having the CMA enables
faculty to speak firsthand about this
professional certification and provides
them with increased creditability in
the eyes of students who are seeking
career advice.
One other benefit, although more a
byproduct of CMA certification than a
direct advantage, is that once candidates have obtained the CMA certificate, they must complete 90 hours of
continuing professional education every three years in order to maintain
their certificate. The areas in which
CPE credits can be obtained are much
broader than those many State Boards
of Accountancy allow for a CPA obtaining CPE credits. In addition, in most
cases the CPE credits applied toward
the renewal of the CPA license can be
used to meet the CMA requirements
as well. The CPE requirements add
further credibility to the CMA program by ensuring that these professionals keep abreast of current developments in business.

ARECPAsPREPARED
FORTHECMAEXAMINATION?
e conducted a survey to find
some answers to the questions posed at the beginning
of the article: Are CPAs prepared to
MANAGEMENT ACCOUNTING /APRIL 1992

deal with the broad scope of the CMA
examination? Have they been successful on the CMA examination? And
what benefit might result from taking
a review course? We also examined
other related issues so we could provide a descriptive profile of the CPAs
who have pursued the CMA designation and supply more information concerning the value of the CMA program
and designation. Our conclusion is
that CPAs are very well prepared for
the CMA examination and have a better success rate than those who have
not taken and passed the CPA examination.
The sample selected for our survey
consisted of fstst -time candidates who
took all five parts [now four parts] of
the December 1988 CMA exam. First time candidates means only candidates who had not taken any part of the
CMA examinafion previously. The Institute of Certified Management Accountants (ICMA) reports that, on average, approximately 30% of the
first -time candidates take all the parts
on their initial sitting. These candidates were selected instead of candidates taking only selected parts so we
could analyze and compare candidates' performance under the same
testing condition (i.e., each candidate
taking the same parts). Also, the use of
only first -time candidates allows selected candidate attributes to be examined without the potential for any prior
(CMA) test experience to act as a confounding variable.
The candidate - specific demographic data that we needed to perform this

31

35

35

50%

74%

56%

31

12

27

50%

26%

44%

62

47

62

study were not available from the
ICMA, so we developed a questionnaire that requested the necessary information. The questionnaire was patterned after the CPA Exam's Uniform
Statisfical Information Questionnaire
(USIQ).2 The ICMA reviewed the
questionnaire and made revisions before the actual mailing. In order to
maintain the confidenfiality of candidate information, the ICMA did not release the mailing list of the December
1988 candidates to us but instead
mailed the questionnaire directly to
the candidates themselves using return envelopes that we furnished.
The questionnaire made the purpose of the study clear to the candidates and assured them that the information obtained would be used for
research purposes only. It also indicated that candidates were not to provide
their names.
The ICMA did the actual mailing in
early March 1989. The mailing coincided with the lime that grades were
released to candidates, in an effort to
increase the likelihood that a candidate would respond. The ICMA reported that nationally it total of 271 candidates took all five parts of the
December 1988 exam. The number of
first -time candidates who responded to
the questionnaire was 109, yielding a
respectable response rate of 40%. Of
the 109 respondents, 47 were CPAs
and 62 were non -CPAs. We believe
there is no reason to anticipate a non response bias —that is, we expected
that both passing and failing candidates, whether CPAs or non -CPAs,
53

would be equally likely to respond to
the questionnaire.'

THEFINDINGS
able 1 summarizes the mean performance scores of the CPAs and
non -CPAs on each of the five
parts of the December 1988 CMA examination. It is interesting to note that
the CPAs were more successful than
the non -CPAs on all five parts of the exam. In addition, on each of the sections, the mean score of the CPAs exceeded the passing score of 70.The
results provide clear evidence that
CPAs fare very well on the C M A exam
relative to non -CPAs. These findings
are encouraging for those CPAs who
may have had some reservations about
their ability to pass the CMA exam.
Because averages do not always reflect the total picture and are affected
by extreme values, Table 1 also reports the number and percent of candidates (CPAs vs. non -CPAs) passing
and failing each part, respectively.
Again, it is clear that the majority of
CPAs performed better than their non CPA counterparts. In the accounting related sections (Parts 3 and 4) the

percentage of CPAs who passed each
part was 89% and 79%,respectively,
compared to 27% and 50% for the nonCPAs on these two parts. The results
of these two parts are not unexpected,
given the fact that most states require
CPA candidates to have completed a
specified number of accounting credits to sit for the CPA examination. In
addition, most CPAs likely majored in
accounting in college. Thus, a CPA's
background in these areas probably
would be more extensive than a non CPA's (Table 2 confirms this intuition).
In 1989 the Board of Regents of the
ICMA approved a change that exempts CPAs from Part 2, "Financial Accounting and Reporting" (previously
Part 3, "Public Reporting, Auditing,
and Taxes ") of the new CMA exam format, effective with the June 1990 exam. In instituting this change, the
ICMA recognized that a CPA has demonstrated technical competence in the
financial reporting area as a result of
having passed the CPA examination.
The results of our study were not available to the regents when making their
decision, but they do provide empirical
evidence to support the change.

TABLE 2 /SELECTED ATTRIBUTES OF CPAs
COMPARED TO NON -CPAS: DECEMBER 1988
CMA EXAM
ATTRIBUTE CATEGORY AND VARIABLE CPAs
Scholastic Aptitude /Achievement
Overall SAT Scorel
Overall GPA2

NON -CPAs

21.9 and 4.4

16.9 and 4.2

14.6, 8.5 18.6
6.1

17, 9.7 16.3
5.3
&

1213
3.19

Exam Preparation
CMA Review Course ( %)6
Hours of Self -Study in Accounting Areas?
Hours of Self -Study in Other Business
Areas8
` AACSB Accreditation (%)9

IMPLICATIONS
hat do these findings really
tnean? What is it about the
CPAs (other than certification) that differentiates them from
non -CPAs? Table 2 provides answers
to these questions. It reports descriptive information on selected candidate
attributes in three major areas:
1. Measures of Scholastic Aptitude /Achievement
■ Overall Scholastic Aptitude Test
(SAT) scores,
■ Overall undergraduate grade
point average (GPA).
2. Measures of Accounting Training

1169
3.31

&

Management Accounting Training
Credit Hours in Accounting'
Credit Hours in Other Applicable
Business Courses4
Years of Work Experiences

Somewhat surprising, however,
was the performance of the CPAs relative to the non -CPAs on the nonaccounting sections (Parts 1, 2, and 5) of
this exam. One intuitively might expect that the topics tested on these
parts would be further removed from
the everyday practice of the CPA compared to others in business management positions. The results of our
study do not support such intuition.
On average, the pass rate of the CPAs
on these three parts was more than
20% higher than that of the non -CPAs.

13.6
31.5

40.6
23.5

27.8
74.0

22.6
71.0

1Range: 400 -1600.
2Range: 2.00 -4.00.
3Represents both undergraduate and graduate semester credit hours for courses
applicable to Parts 3 and 4, respectively. Note: 3 quarter credits = 2 semester credits.
4Represents both undergraduate and graduate semester credit hours for courses
applicable to Parts 1, 2, and 5, respectively. Note: 3 quarter credits = 2 semester
credits.
5Reported in years.
6Represents the percentage of candidates that took a CMA review course.
?Represents the average study hours a candidate spent on Parts 3 and 4.
8Represents the average study hours a candidate spent on Parts 1,2, and 5.
9Represents the percentage of candidates who graduated from an AACSB accredited
institution.
'American Assembly of Collegiate Schools of Business.

■ Credit hours in applicable business courses,
■ Years of work experience.
3. Measures of Exam Preparation
• Completion of a CMA review
course,
• Hours of self - study,
• School attended — whether accredited by the American Assembly of Collegiate Schools of
Business (AACSB) or not.
These attribute measures were selected because they have been used extensively in prior research studies on the
CPA exam.
As reported in Table 2, the most significant attribute differences between
CPAs and non -CPAs he in three areas:
(1) credit hours taken in accounting,
(2) hours of self - study, and (3) completion of a CMA review course. CPAs in
our sample had taken, on average,
more than 26 semester credits in accounting (21.9 for Part 3 and 4.4 for
Part 4) and had studied an average of
more than 28 hours for each part.
Their non -CPA counterparts, on the
MANAGEMENT ACCOUNTING /APRIL 1992

other hand, had taken, on average,
about 21 credits in accounting (16.9 for
Part 3 and 4.2 for Part 4) and had studied an average of 23 hours for each
part.
These findings suggest that CPAs
recognize that prior certification alone
is not enough to ensure success on the
CMA exam and that, based on their
CPA experience., understand that intensive preparation and review, including the accounting areas, are required
to improve the chances of passing.
Further, our results show that more
than 4()96 of the non -CPAs took a CMA
review course compared to only about
14% of the CPAs. A possible explanation
is that non -CPAs would not have the prior "professional test experience" that
CPAs have. Thus, they probably would
be more inclined to take some form of
coaching course as part of their preparation. Finally, the SAT scores, grade point
averages, years of work experience, and
AACSB accreditation did not differ significantly between CPAs and non -CPAs,
suggesting that these variables did not
account for the difference in performance between CPAs and non -CPAs on
this exam.

department head of accounting and taxation and an associate professor of accounting in the School of Management
at Widener University. He is past president and a member of the Delaware
County Chapter and can be reached at
(215) 499 -4308.
Dorothy A. McMullen, CPA, is an assistant professor of accounting in the
School of Business Administration of
Rider College. She can be contacted at
(609) 895 -5518.
'See "Salaries 1990," David L Schroeder and Karl E.
Reichardt, MANAGEMENT ACCOUN rINGS, June

1991.
'The USIA is an ongoing research program initiated
in 1964 as a joint effort of the AICRk state boards
of accountancy, and the National Association of State
Boards of Accountancy (NASBA). This questionnaire was developed to obtain biographical informa•
tion on CPA candidates but initially was administered only periodically, for the November 1964 and
the 1965, 1961i, 1970, 1975, and 1980 exams. Since
1980 yearly data have been obtained on both the
May and November exams.
'The demographics of our sample are in line with the
general profile of CMA candidates as reported by the
1CMA for the past four years (1988.91).
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LIMITATIONS

0

ou findings show that CPAs in this
survey were better prepared for
the CMA examination than the

non -CPAs. They had more formal accounting training (more accounting
credit hours) and devoted more study
time in preparing for the examination.
They also have experience taking a pro-

fessional examination. These factors
were offset by the non -CPAs' heavier reliance on CMA review courses. However, these results reflect only one particular CMA examination so drawing any
conclusions may be premature. Also, all
of the measures used in this study were
self - reported by candidates, and the results should be interpreted with caution.
Notwithstanding these limitations,
the results of the study are very encouraging for CPAs who are considering the
CMA program. It appears that the training and preparation of CPAs, and their
prior professional test experience, translates into success on the CMA exam. ■
Joseph M. Hargadon, CMA, CPA, is an
assistant professor of accounting in the
School of Management of Widener University. He is a member of the Delaware
County Chapter, through which this article was submitted. He can be contacted
at (215) 499 -4280.
Frank C. Lordi, CMA, CPA, CIA, is
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CMA
The Dutch Way
Dutch CMAs bring value added to their global companies.
BY R. H. MARS, CMA
he world has become a little village. Companies
compete on a global scale, and investment funds
flow freely across borders. So does knowledge. In
this decade, decisions based on knowledge and immediate access to information will lead to success. That's
why the Certified Management Accountant program will
grow! It is a tool to fulfill this success.
The many candidates in the CMA review course in Amsterdam, The Netherlands, are living proof of the attractiveness of this program. Amsterdam recorded a large number
of applicants -28 —for the 1991 CMA examination, exceeding all expectations. Why shouldn't the CMA program flourish in The Netherlands, too?
Interest in management accounting is not new. For many
years, the United States has been the leading country in
management accounting theory and practices. The American business community always has put a lot of emphasis
on improving financial performance, thereby providing

shareholder returns, Traditionally this led to a very professional approach in the field of financial analysis and financial
reporting. A new wave came a couple of years ago with the
publication of Robert S. Kaplan's Relevance Lost.Today who
is not aware of activity -based costing?
The Netherlands, a small country, is home to some very
large global companies such as Royal Dutch Shell, Unilever,
Philips, ABN /AMRO Bank. Many have subsidiaries in the
United States. Conversely, many U.S. companies have a foothold in The Netherlands, and are lined up for the 1992 European open market.
The Dutch always have been internationally oriented.
This applies to management accounting principles and theory as well.

THE FIRST STEPS
n June 1987, the first CMA examination at a designated
site outside the U.S, was held in Leiden, The Netherlands. D.D. Harrison, then director of finance at Borg

The Netherlands is headquarters for many large multinational companies that need international accounting expertise. Above. a businessman
In The Netherland Antilles.
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gram. This is a high-level, high quality program for graduates in
business economics who want to
improve their controller skills.
The program takes 2.5 years
with classes meeting one day a
week. Many lecturers hold
prominent positions in Dutch
businesses.

THE CMA PROGRAM
he CMA program coordinator at the VU is Elbert
de With. He is the driving
force behind the success of the
CMA review courses and is very
active in promoting the management accounting profession in

The Netherlands.
•
Our CMA review program
started in September 1991.
About 50 people took CMA reDutch financial magazine, Select (I.), often reprints Management Accounting articles like the one
view courses for Parts 1 and 2.
at right
The candidates have, in general,
a doctorandus degree in BusiWarner Chemicals Europe and board member of the Interness Administration or the more technical Business Science.
national Financial Management Association (IFMA), an
They are interested in the CMA because of the international
IMA affiliate, initiated the CMA exam and review courses in
emphasis. We expect the number of applications for the
The Netherlands. The program was attended by many of his
June 1992 examination to be high again. We had registrafellow employees.
tions for approximately 120 parts for the December 1991 exIn December 1989, the IFMA approached the Vrije Uniam.
versiteit in Amsterdam for the CMA exam. This is an old and
This first year of the CMA review course schedule has
famous university in The Netherlands. Professor Dr. I..
been as follows. The first semester (September- December)
Traas showed great interest in the program. During 1990 the
was dedicated to Parts 1 and 2, the second (January June)
IFMA and the Vrije Universiteit developed plans to establish
to Parts 3 and 4. In addition, an update course was held for
the CMA program. Expectations were high —the Amsterthose with some weaknesses in (American) public and mandam site would be viable enough to earn the status of a regagement accounting areas. Courses were held on Wednesular examination site.
day evenings, lasting approximately three hours. The results
The IFMA was founded in 1980 as the Dutch chapter of
from the December 1991 exam will prove if students and
the National Association of Accountants (now the Institute
teachers were successful in mastering the CMA requireof Management Accountants). The IFMA now is an affiliate
ments.
of the IMA. The IFMA has about 70 members and organizes
regular dinner meetings with a variety of speakers. ExamPROMOTING THE CMA
ples of topics are: management buyout, fraud, transfer pricing, outplacement, and so on. Since the start of the CMA prourrently the plan is to promote the CMA designation.
gram, several new members have been welcomed, and we
The initial success will last only if the CMA becomes
expect further growth.
known more widely. Executives who are CMAs are
aware of the latest theories and practices in management accounting and are experts in the field of financial analysis and
CERTIFIED CONTROLLER PROGRAM
reporting of financial information. They will bring value addhe Vrije Universiteit (VU) opened its doors in 1880.
ed to Dutch global companies, U.S. subsidiaries, and manFor centuries, Amsterdam has been a renowned culagement consulting firms.
tural, scientific, and commercial center, and a perfect
Anyone interested in the CMA review courses in Amsterplace for pleasure and business. The VU comprises 15 facdam or a presentation of the CMA program at their Dutch
ulty departments, about 4,000 staff members, and more than
subsidiary should contact: IFMA, R.H. Mars, CMA, P.O.
12,000 students. It has exchange programs with American
Box 1177, 3180 AD Rozenburg, The Netherlands, (Tel.
and many other foreign universities. The faculty of Econom31.10.4007111). Vrije Universiteit, Department of Economic Science (including Business Administration) is one of the
ics, CMA Secretary, De Boelelaan 1105, 1081 HV Amstermajor departments.
dam, The Netherlands.
■
In addition to the normal "doctorandus" program (equivalent to a master's degree) several postgraduate courses are
offered. Examples are programs for the Dutch certified pubR.H. Mars, CMA, is a member of the board of directors of the
lic accountant (CPA), EDP auditor, and management conIFMA in The Netherlands and is director of education for the
sultant.
affiliate.
Since 1986 the VU also has a "Certified Controller" proFM LMr r r ,r
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Problems in China
A CMA looks at the experience ofBabcock & Wilcox Beijing
Company joint venture.
BY WAGDY M. ABDALLAH, CMA
joint venture between an
American company and a
third -world company offers a
number of advantages. There
are also disadvantages as I discovered on
a recent visit to a joint American- Chinese
venture in Beijing, China
Babcock & Wilcox Beijing (China)
Company (BWBC) is jointly owned by
the Beijing boiler works and the Babcock & Wilcox Company (50% -50%)
with registered capital of $12 million
and total investment of $36.7 million
equally shared by both parties. The
joint venture began on August 1, 1986.
The company, which imports advanced technology and management
from the United States, designs and
manufactures industrial and utility
boilers and provides high - quality components for power stations, petrol,
chemical, paper, textile, and other industries both at home and abroad. The
long -term plan for the development of
BWBC is to focus on the manufacture
of high - parameter utility boilers and to
produce industrial boilers at the same
time.
BWBC is a self - contained company
covering 222,800 square meters with a
productive area of 72,000 square meters. There are 1,428 units of productive equipment in the plant, with 525
units of principal equipment. Some
key equipment was imported from the
United States. The plant is fully
equipped and capable of manufacturing large utility boilers. It also has its
own hospital, day care, housing, and
recreation center for employees.
BWBC has 2,476 employees among
which 246 (10%) are engineers and
technicians, 231 (9%) are managers,
1,315 (53 %) are direct productive workers, 549 (22 %) are indirect productive
workers, and 135 (6 %) are administrative employees. There are only six
American managers and engineers.
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The entrance to Babcock & Wilcox Beijing Co. In Beijing, China.

From a management accounting
perspective, BWBC implements a responsibility accounting system with a
general manager under the leadership
of the board of directors, which consists of eight members, four from each
party. The Chinese party takes the
post of chairman of the board of directors while the American party acts as
vice chairman.
In theory, managers should be held
accountable only for results that they
can control. In practice, this is not always true. At BWBC, according to
General Manager Irl Hicks, Chinese
workers and managers are used to the
"democratic centralism" concept in
the form of meetings at which they are
expected to adopt a passive, conforming role and express an apparent con-

sensus with leadership. policy.
Among the main characteristics of
the Chinese management system are:
reluctance to make decisions, lack of
incentives in terms of salary, history of
blame for wrong decisions, no praise
or reward for correct decisions, and reliance on the "Guanxi" system characterized by the use of connections or influence to achieve results. Therefore,
Mr. Hicks notes, it is essential to get
greater control over all your subordinates in order to prevent the influence
of the above characteristics on the effectiveness of the BWBC's responsibility accounting system.
"At the beginning, we made a mistake in our BWBC's joint venture. During formation of the feasibility study,
the westerners said we need to control
MANAGEMENT ACCOUNTING /APRIL 1992

technology, quality, money, and management Let the Chinese manage administration. They understand it better. Well, nothing that you want done
gets done under that system. I fought
it for two years. I finally got administration under my control, and the
change has been tremendous. In general, Americans practice a participative
management style. We always make
decisions as one team. The Chinese investors just get their dividends, but we
do everything else," Irl Hicks said.
"Chinese management style is
highly centralized, and they tend not
to communicate information. Salaries
are flat and fixed, employee turnover is
high, and problems do not surface.
What is more, they do not intend to
change. Their management style,
which is highly developed, has been
used for centuries." Obviously there
are great differences in the way personnel matters are conducted in China
and in the United States.
BWBC's management holds weekly staff meetings, publishes monthly
reports, and has MBO performance
measurement, horizontal communications, all employee communications,
strategic planning, and managers who
assume authority, take responsibility,
solve problems, and make recommendations.
The use of formal written reports is
limited. American managers avoid
forcing an alien style of management
on their Chinese partners. Information
is restricted to top management Regular reports, blackboard notices, corporate newsletters, and internal broadcasting are all means of
communication. Information is not regarded as a right, but a privilege.
There is almost total absence of horizontal information flow.
Mr. Hicks cautions financial executive officers and controllers on two issues: personnel changes and cost control. "Everybody in China wants the
top salary and to be treated the same
as everybody else. I approve all classification changes and demand distribution."
As far as cost control is concerned,
"A Chinese organization does not yet
come close to understanding budgets
and cost control." He adds that decentralization talk is fine, but there are
some things you have to control. On
the other hand, do not centralize too
much or you will be in trouble. Finally,
a word of caution: Keep it simple, and
deal primarily with front -end control,
the administrative process, and organization discipline.
MANFLU :MENI ACCUUMING /APRIL 1992

ACMAGOESTOCHINA
Classes were over at the university
and I was starting my summer 1990
with a unique adventure: lecturing
Chinese accountants and MBA students on the new international development of management accounting
techniques as part of the professors'
exchange program between Seton
Hall University, South Orange, N J.,
and the Chinese University (University of International Business and Economics-Beijing). I assume my international experience, international
background, and publications on international business topics were the
crucial factors that led to my selection.
The fact that I also was a Certified
Management Accountant strengthened my credentials as an informed
academic on the discipline of management accounting.
As my plane took off from Newark
Airport and flew west I found myself
leaving one century and going back into another. I was to stay in China for
U

PRODUCTION, COST, PROFITS,
AND PRICING
s part of the JV agreement,
BWBC produces between 40-50
boilers of different sizes (high,
medium, and low pressure utility boilers) per year. The production cost per
unit is almost one fifth of what it costs
in the United States. The production
capacity is currently at a 70% rate because of several economic problems
encountered in China over the past
years, such as restrictions on cash,
government controls, the end of government loans, pressure on the money
supply to go down, and pressure from
the government to buy its own bonds
to finance government's debt.
Most parts are either made internally or purchased from local markets.
Some pieces of equipment are bought
from Germany. Exports to other countries are not in the best interest of the
U.S. parent company because BWBC's
production cost is only 20% of that of
the United States. BWBC markets its
own products, has its own marketing
staff, and is building railroads in the
company to ship its products directly
to its customers.
From a labor cost perspective, the
Chinese government does not want
joint ventures to be a vehicle for exploiting Chinese workers. Yet they
want joint ventures to succeed, and the

five weeks, first teaching, and then
traveling, meeting, and interviewing
officials and executives of American
multinational companies doing business in China.
On Tuesday of the second week, I
discovered that the American Chamber of Commerce in Beijing was holding its weekly business meeting in the
afternoon. At that meeting, I met Irl R
Hicks, the American general manager
of Babcock & Wilcox Beijing Company (BWBC), who has been working
with the company since August 1985.
The company is jointly owned by the
Beijing boiler works and the Babcock
& Wilcox Company -USA He invited
me to visit BWBC and learn about the
five - year -old joint venture and the Chinese management style, incentives,
and motivation.
When I returned home five weeks later, I brought with me invaluable information and experiences. Perhaps what I
learned about the joint venture and international business in China may help
IMA members and their companies in
doing business overseas.
■
higher the labor costs, the less attractive it is for foreign investors to take
risks in a new environment rather than
to continue investing in Taiwan, South
Korea, or other countries with low production costs.
In each negotiation, bargaining determines the cost of the total labor
package, but it is bargaining that takes
place within Chinese government
guidelines. These guidelines usually
provide higher pay for workers than
they would receive in state enterprises
and require that the venture also pay
the cost of labor insurance, medical
care, and a host of subsidies.
BWBC pays wages at a rate more
than 150% of what is paid by the state
or government units to their employees as mandated by law. At the present
time, BWBC pays a wage rate equivalent to 60 cents per hour (including all
the fringe benefits). The weekly, regular hours per shift are 48 —eight
hours a day for six working days per
week, with three shifts.
From a pricing decision perspective, the prices of joint venture products sold on the international market
should comply with what is stipulated
in Article 66 of the Implementing Regulations for the Law of the People's Republic of China on Joint Ventures using Chinese and Foreign Investment,
which states that prices of export products of a joint venture shall be fixed by
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the joint venture itself and filed with
departments in charge of joint ventures and price control. Ultimately, all
prices should be determined by the
state in domestic Renroinibies (usually
called a yuan) on the principle of the
higher the price, the better the quality.
Once a joint venture has fixed the price
of its product, it must report to the department in charge of the joint venture.
Chinese leaders want the foreign investor to make money in China. They
are not putting roadblocks in the way,
designed to make it fail. On the contrary, they want the foreign cooperation effort to succeed. As in the offshore oil negotiations that are under
way, the art in each case is to agree upon what constitutes a reasonable profit. One standard that has been used,
not as a guaranteed return on investment, but as a goal in pricing the products of joint ventures sold in China, is
15% after tax on total turnover. How
much freedom the venture will have to
set its prices in China is still unclear.

FOREIGN EXCHANGE
REGULATIONS
he Ministry of Foreign Economic Relations and Trade
(MOFERT) is charged with the
responsibility of not only approving
joint ventures and other foreign investments, but also maintaining continuing scrutiny and control of their operations.
Each venture usually has to maintain a foreign exchange account sufficient to meet its foreign obligations,
such as payments for expatriate salaries, imported raw materials and
equipment, distribution of profits, royalties, and interest payment on loans.
Of course, there must also be enough
foreign exchange at the termination or
the expiration of the venture to assure
the fulfillment of whatever arrangement the contract provides regarding
the repatriation of capital. To cover the
possibility that there may not be
enough foreign exchange for this last
purpose, the contract should provide
some contingency arrangements obligating the Chinese side to undertake
certain actions that would yield the
necessary foreign exchange.
Another important foreign exchange problem that needs to be clarified at the outset concerns the dollar yuan (Rmb) exchange rate to be used
in calculating a venture's financial
flows into and out of China. If you are
bringing the U.S. dollars into China
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when setting up your joint venture, can
you persuade the Chinese official authority to give you more local currency
than the official rate (February 1992)
of 5.46 Rmb to the dollar? And, more
important, when the joint venture begins to earn profits in Rmbs (the local
currency), can you persuade the Chinese governmental authority to allow
you to purchase U.S. dollars at the official rate of 5.46 RMBs? Considerable
confusion surrounds this subject in
connection with joint ventures, so you
might try to obtain a government commitment to allow you to make these
conversions at the most favorable exchange rates possible. The feasibility
study and the contract should clarify
the situation.
BWBC pays dividends to the American investors in U.S. dollars and to the
Chinese investors in Rmb (yuan).
BWBC converts the Rmb into the Foreign Exchange Certificate (FEC) in
three different markets: official, quasi official, and parallel markets. The Rmb
is not freely convertible and is not traded on international exchanges. FECs
are more or less freely convertible.
When FECs are issued in exchange for
foreign currency, an exchange memo
is made out which is valid for six
months. This must be surrendered
within its date of validity to convert
FEC back into foreign currency. FECs
also may be carried out of the country
or deposited in special deposit ac-

counts. Rmbs should not be carried
out of China.
If overseas Chinese and foreign investors in joint ventures need to transfer their foreign exchange capital out
of China, they must apply to the State
Administration of Exchange Control
(SAEC) for approval and remit the
money out of the foreign exchange deposit accounts of their joint ventures.
Reinvestment by foreign investors of
joint ventures as added capital of the
joint ventures or in other businesses,
will be treated as investments in foreign exchange. BWBC reinvests some
of its money in China and repatriates
some to the U.S. in dollars.
In general, foreign investors are
naturally interested in reducing the
risks of expropriation or confiscation
by the government. But the United
States of America does not yet have a
bilateral investment protection agreement with most third world countries,
such as the recent Swedish - Chinese
agreement. It is already possible, however, for certain American companies
to obtain political risk insurance from
the United States' Overseas Private Investment Corporation.

FINANCE AND ACCOUNTING
CONSIDERATIONS
he financial and accounting system of a Chinese - foreign joint
venture should be formulated

Author Wa9dy Abdallah visits Chinese historic site.
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in accordance with the relevant laws of
the People's Republic of China, the
rules and regulations published by the
Ministry of Finance, and in accordance
with specific conditions surrounding
the joint venture. The final version of
the system must be filed with the local
tax authority.
According to the provisions of the
Law of the PRC on Joint Ventures Using
Chinese and Foreign Investment, the
chairman of the board of directors of a
joint venture may appoint or invite a chief
accountant to assist the general manager
in administering the overall financial and
accounting affairs of the enterprise. For
a larger joint venture, a deputy chief accountant may be appointed, if necessary.
The chief accountant of a joint venture is
responsible for organizing and coordinating various sections in drawing up plans.
Large sums or special expenditures
must have the approval of the general
manager.
Under the financial reporting requirements, BWBC reports to both the
U.S. parent company and the Chinese
group and adopts the international
practice of the accrual basis of accounting. It has two controllers: one
American and one Chinese. They communicate with each other through an
interpreter. BWBC uses the U.S. dollar as the bookkeeping unit and produces a Chinese version of the accounting statements in Rmb. When a
consolidated profit and loss account
shows either profit or loss due to differences in conversion rates, the real
figures must be taken for the profit and
loss account of the year. If there are
balances on the accounts in foreign
currencies, no adjustment is made.
BWBC is required to deduct from
its after -tax profits, its reserve funds,
welfare funds, and development funds
according to the Detailed Rules and
Regulations for the Implementation of
the Income Tax Law of the People's
Republic of China Concerning Joint
Ventures Using Chinese and Foreign
Investment. The remainder is allowed
for distribution among the parties according to the proportions laid down in
the contract. The reserve funds are
mainly used to make up losses and, if
approved by the relevant authorities,
also may be used to increase the capital of the enterprise for expansion.
JOINT VENTURE INCOME TAX
s PRC economic cooperation
with foreign firms gathers momentum, many new questions
are being raised concerning business
MANAUEMENTACCOUNIING /APRIL 1992
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taxes, and the law is gradually developing in this area. Under the Joint Venture Income Tax Law, there are incentives offered to equity joint ventures
that do not exist for other forms of doing business in China, which are governed by the Foreign Enterprise Income Tax Law.
All equity joint ventures between
Chinese and foreign investment are
subject to JVIT. The taxable income of
a joint venture is its worldwide net income in a tax year after deduction of
costs, expenses, depreciation, and
losses in that year. Joint ventures must
use the calendar year as their tax year.
There are five unique issues of the Chinese JVIT: tax holiday, foreign tax
credit, losses, tax on reinvested profits, and tax rates.
1. Tax Holiday. A joint venture
formed for a duration of 10 years or more
is entitled to full exemption from JVIT for
two years commencing from the first
profit - making year and to a 5096 tax reduction in the next three years. Joint ventures engaged in relatively low -profit operations, such as farming and forestry, or
joint ventures established in remote, economically underdeveloped regions are
allowed a 15-3096 reduction in JVIT for 10
years following the normal tax exemption and reduction period. The first profitmaking year refers to the year when a
venture has taxable profits after offsetting the allowable losses from previous
years.
2. Foreign Tax Credit. Foreign tax
paid on the foreign- source income of
the joint venture can be used as a credit to offset the Chinese JVIT on such
foreign- source income.
3. Losses. Losses cannot be carried
back, but they can be carried forward
for five years.
4. Re- investment of Profits. If a foreign partner re- invests its share of the
profits of a joint venture in China for
five years or more, the government
will refund 40% of the JVIT on the reinvested amount. The refund does not
include the local tax paid nor the Industrial and Commercial Consolidated
Tax (ICCT) paid. The re- investment
may be in the same joint venture or in
another new joint venture or in a whol-

ly foreign -owned enterprise.
5. Tax Rates. The JVIT rate is 30%.
In addition, there is a local tax of 10%
of the assessed JVIT. Hence, the total
tax rate is 33%. Furthermore, a withholding tax is assessed at the rate of
10% on the amount remitted when foreign joint venture partners repatriate
their profits from China.

A LOOK TO THE FUTURE
orporate executive officers or controllers who are considering joint
ventures in foreign countries
should strike a balance between the advantages and disadvantages of different
projects with regard to their companies'
global objectives, financial resources,
and limitations. In general, the maximum
financial and political protection in foreign countries can be achieved only
through joint ventures with the carefully
selected local partner, especially if it is a
national government.
At the beginning, creating an equity
joint venture is usually more complicated
than the other available forms because it
involves joint organization and management of a new, limited liability company
by parties that come from different systems, are in different circumstances, and
have different goals.
From the responsibility accounting
perspective, Chinese workers and
managers are used to the "Democratic
centralism" concept in the form of
meetings at which they have been expected to adopt a passive, conforming
role and express an apparent consensus with leadership policy. In response
to this problem, Irl Hicks suggested:
1. Get greater control over all your
subordinates to prevent the operation of the "Guanxi" system as one
of the major problems.
2. Do not centralize too much or you
will be in trouble.
3. Keep it simple, and deal primarily
with front -end control, administrative process, and organization discipline.
■
Wagdy Abdallah, CMA, is currently associate professor of accounting at Seton
Hall University in New Jersey and acts

as a consultant to different business organizations. He holds M.S., MBA, and
Ph.D. degrees in accounting.
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Get Certified!
The CMA should be mandatoryforall accountants.

BYKEVIN V,FITZGERALD, CMA
ne evening last year I found
myself embarking on a 100•
mile trek to a small community college to speak to a
group of students about the Certified
Management Accountant program. As
sheets of rain pounded against my
windshield and the glare from oncoming headlights blinded me to landmarks and road signs, I kept hearing
my wife's voice over and over: Why are
you going way out there?
She had never asked that before —not once in the two or more
years I had been on the road promoting the CMA to any student who would
listen. She knew I hoped to have a positive influence on potential accountants who were planning their careers.
I was dedicated to the CMA expansion
effort and would go to almost any
length for an audience.
Now, however, as the bumper-tobumper traffic and thunderstorm were
making me later and later for my meeting, I found myself asking the same
question: Why was1 going way out
there? Tonight I could be relaxing at
home with my family, who already
were beginning to question my sanity
for keeping this schedule, instead of
sitting by myself on a crowded highway. I must admit I didn't have to
search very hard for the answers.
I had learned about the CMA in
1982 by reading a copy of MANAGE MENTACCOUNTING® that a co-worker had circulated. My initial reaction
was mixed. On the positive side, I
wanted to go for the CMA immediately. After all, management accounting is
where I had spent most of my career
and where I expected to stay. Although successful in attaining senior level management accounting positions, I didn't have any academic
credentials beyond a bachelor's degree in accounting. Obtaining the
CMA would be a satisfying way to affirm my knowledge of management accounting.
On the negative side, I couldn't believe the CMA had been around for 10
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Author Kevin Fitzgerald, CMA.

years and I had never heard about it.
I was angry at every accountant who
knew about the CMA designation but
hadn't told me. If a nonaccountant had
tried to tell me about the existence of
a certification designed specifically for
accountants who do what I do, I would
have argued, "That's impossible! I
would know about it! A fellow accountant would have told me!" Well, for 10
years no one did. I felt foolish learning
about a certification designed for my
profession so long after it had begun.
In the fall of 1982 my company started an in -house program designed to
help accountants prepare for the CMA
exam. I was one of the first to volun-

teer despite my manager's attempt to
discourage me. He questioned why I
would put myself through such an intensive study program and asked if I
were certain that I wanted to go for it.
I had no hesitation —it was a "no lose"
situation for me. The worst I could do
would be to learn more about things I
should know.
I KNEW I WOULD PASS
THE EXAM AND
WOULD BECOME A CMA

M

y study experience over the
next two years was unexpectedly enjoyable. My attitude
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Careers

Elizabeth M. Fowler
and I.B.M., p rovide study programs
for the test for their employees.
The C.M.A. designation is intended
as a counterpart to the C.P.A., or certified public accountant. It Is awarded
to ac countants who have p assed the
required courses of study and examiManagement acc ounting is
intended to emphasize the nature of
an accountant's wo rk within a corp)ration as opposed to public accountIng, which serves a variety of public
clients in a number of ways, including
the reviewing of a company' s res ults
for stockholders.
nations.

Management
Aeeountant's
Wider Role

W

ii

N a sign of the times, the National
Association of Accountants recently changed its name to the Institute of Management Accountants.
ti
Along with the name change, there
iu
Is a new impo rtance attached to the
01
title o f C .M.A., for certified manse
g
Currently there are 94,000 memment acc ountant, that the institute bers of the institute, and about 10,000
Rk h . m B - t R t t
besto ws s ince management acco unt. of them hold the C.M.A. designation,
ants, who work within corpo rations, which was first given in 1972, accordtiling of new, ever - changing tech are being given wider responsibil- Ing to Donald W. Baker, president of
nology demands. C.M. A.'s will conhies, To get the title, they must have the organization, who is it C.P.A. as
tinue to be used more widely by commanagement acc ounting experience well as a C.M.A. He is also vice presspanies in planning co rp orate s tratand pass exa minations. Many compa- den[ -controller of the SouthWire Corn- _ egy, he added.

CMA program recently was publicized in The New York Times.

disservice by not telling students about their opportunity to
earn this certification so early in
their careers. Also, we would deserve their anger when they
found out later that we knew
about this opportunity and decided it was not worth their
time. We have no right to decide
for them. Students should be
given all the facts and allowed to
decide for themselves if their
time would be wasted, gambled,
spent, or invested by trying to
become CMAs. After all, they
are the ones who ultimately will
decide the future value of the
CMA

GET ON THE
BANDWAGON!

was that I had begun a journey that
could only benefit me. I knew I was going to pass the exam and become a
CMA. It didn't matter if it took the
maximum of six tries. I decided not to
worry about passing the exam quickly
but to concentrate on learning, which
was the certain benefit. The many
hours spent reading reference materials to prepare for the exam were enlightening. I was amazed at how much
of the material was familiar to me or
easy to understand. It was a personal
fulfillment that, were it not for the
CMA exam, I might never have experienced. One side benefit was that I
could serve as an example to my six
kids. For years I had told them how to
study, and now for the first time I could
show them.
My study habits proved successful, and I passed the then five parts
in just four tries. I found this fulfilling learning experience could be duplicated by preparing to teach, and,
as a result, I now teach two accounting courses in Pace University's evening program. Teaching, of course,
brings additional rewarding experiences associated with helping students learn. When you teach because you want to and treat the
students with respect, the atmosphere for learning is greatly enhanced, especially when I speak to
students for the first time. Because
that is the main reason why I accept
these commitments to speak, one of
the initial things I tell the students
is, "I am here because I want to be."
You must be honest with students.
They know if you are there for them
or for yourself.
MANAGEMENT ACCOUNTING /APRIL 1992

CERTIFICATION IS FOR

ALL ACCOUNTANTS
get a sense of real satisfaction when
I can be the first person to tell accounting students about a certification that has been designed specifically for the career they are pursuing.
Frequently I am the first to inform students about the CMA because many
colleges are still directed toward public accounting exclusively. This will
change as more college professors become CMAs —and it must change because most accountants are in nonpublic positions.
My intent is not to reduce the significance of the CPA. I encourage students to go for the CPA, but I tell them
that if they do not get a job in public
accounting they should not give up on
the idea of certification. My message
is: "Get certified.' Certification is not
just for some accountants —it's for all
accountants. If you work only in private accounting, go for the CMA If
you work in public accounting, go for
both the CPA and the CMA. The CMA
is not a certification of choice. It should
be considered mandatory for all accountants. Spending time preparing
for the CMA equates to investing time
preparing for any field of accounting
chosen as a career. Leaders in all four
major accounting categories— public,
private, government, and academia— support the CMA designation.
The value of the CMA is growing and,
I believe, will be equivalent to the CPA
before today's students hit the midpoints of their careers.
My message to skeptics is: Even if
this growth in CMA value seems highly
improbable, we would be performing a

arrived at the school almost an
hour late after more mishaps too
convoluted to mention here. I
streamlined my normal one -hour attempt at being informative and entertaining and gave all of my strongest arguments why accountants should go
for the CMA. After the meeting, two of
the students and one of the teachers
thanked me, saying that as a result of
my talk they had decided to go for the
CMA. I was thrilled that I could be
such a positive influence in a short period of time.
Suddenly the drive home became
short, easy, and pleasant now that everything had worked out and my speech
was a success. As I flipped on the radio
and found my favorite station, my wife's
question popped back into my head:
Why are you going way out there? Finally I had the answer and it was exhilarating: I am going for the CMA!
Now other CMAs need to join me
on the speakers' circuit and promote
the certification. If we can get through
to two or three people at a time, just
imagine what kind of growth the CMA
program can experience!
■
Kevin V. Fitzgerald, CMA, is senior consultantfor IBM Corporation in Somers,
N - Y. He also teaches financial and managerial accounting courses at Pace University. He is a memberof the Westchester Chapter, through which this article
was submitted. He may be reached at
(914) 766-4422.
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PROMOTING
THECMA

How one professor led 18 students on the CMA track.
BY LAKSHMI U.
TATIKONDA, CMA
our out of every five accounting
graduates obtain entry-level positions in business, government, or education,' and less
than 30% initially go into public accounting, with many of them moving
out in less than 10 years. It seems reasonable that with so few accounting
graduates eventually making public
accounting a career, students should
be made aware of alternate careers in
accounting. Managerial accounting
and financial management are two
such options, and the CMA (Certified
Management Accountant) is an excellent way to prepare students for

►MOCrf� �� W � �

these careers.
Alth o u gh th e CMA p ro gra m h as
been available since 1972, its visibility
Leslie Day, 14 president of IMA's Wfinnebagoland Chapter, and author Lakshmi Tatikonda
on university campuses is somewhat
help celebrate CMA exam review course success.
limited. The reasons are many, but
the primary one is because the public
CMA program provides students sufficient time to plan and
accounting curriculum stands out To some extent, the reschedule courses that provide the knowledge needed for the
luctance of accounting faculty to recognize the changes ocexam. To aid students in course selection, we prepared a
curring in the accounting profession also contributes to the
handout of required and elective courses for the university's
lopsided accounting education.
accounting program that corresponded with different parts
Unfortunately, the perceived importance of the CPA certification and the resulting influence on accounting curricula
of the CMA exam. We also prepared a two-page question and- answer pamphlet with responses to such commonly
may not change in the foreseeable future. With appropriate
actions, these limitations can be overcome. At the University
asked questions as:
of Wisconsin- Oshkosh we have not only created awareness
• How does the CPA exam compare to the CMA exam?
of the CMA program, but we have succeeded in motivating
• How many parts does the CMA exam have?
many students to take the CMA exam. Our effort, which
• How should one study for it?
started about six years ago with one student, has now grown
to 18 students registering for about 70 parts of the June 1991
• Can parts be retaken?
• Do all parts have to be taken at once?
exam.

CREATINGAWARENESS
he mo st im po rtant step in prep aring stu den ts for alter-

nate careers in accounting is to counter myths about
the CMA, such as CPA and CMA designations are mutually exclusive, and provide students with proper information regarding different options available.
To counter these myths we made regular CMA presentations to junior -level students, explaining the details and
ways to prepare for the CMA exam. Early exposure to the
64

Another powerful tool that can be used to counter the
myths is to post CMA information in areas that are highly
visible to students, such as accounting clubs and counseling
centers' bulletin boards.

COMPARISONOFCMAANDCPA
ow the CMA exam compares with the CPA exam is the
most commonly asked question among students. The
exams are designed to serve different needs and to
MANAGEMENT ACCOUNTING /APRIL 1992

achieve different goals. Both are comprehensive, rigorous,
and challenging. The CPA is preparer- oriented, while the
CMA is user - oriented. The CPA exam is rule based, requires
considerable rote memory, and focuses on accounting and
auditing standards, tax rules, and law. On the other hand,
the CMA exam focuses on broad conceptual understanding
and information needs of different managers. The CMA exam emphasizes thinking and communication skills over rote
memory. Often formulas are provided, and candidates are
required to interpret and make inferences from the results.
I find that using sports as an analogy is an excellent way
to highlight the differences between the CPA and the CMA.
A CPA is much like a referee or umpire in that his or her
role is to make sure that designated rules are followed. On
the other hand, the role of a CMA is like a team player trying
to win the game —beat the competition, that is.
Chapter Support. We worked very closely with the Winnebagoland Chapter of the Institute of Management Accountants. The moral and financial support provided by this
Chapter is one of the key ingredients in promoting the CMA
on campus. It provided speakers, helped in arranging plant
visits, and offered dinner price discounts to students at the
monthly meetings. In addition, the Chapter provided scholarships and discounts on CMA exam review course fees.
With the funds generated by its CMA review course, the
Winnebagoland Chapter awarded CMA exam fee scholarships, one in 1990 and two in 1991. The recipients of these
scholarships were selected on the basis of academic standing, professional activities, and an essay titled "Why I Want
to be a CMA." For 1992, the Chapter is considering providing two CMA exam fees and a $300 scholarship to a junior
majoring in accounting.
The Chapter also nominates students for the Stuart Cameron McLeod scholarships, and a student nominated by it
received a $2,000 scholarship in 1989.

COUNSELINGANDMENTORING

was unaware that the CMA exam covers highly advanced
cost accounting topics, more advanced than one finds in
most, if not all, current cost accounting textbooks. This lack
of clear understanding about the nature of the CMA makes
it very difficult for students to receive appropriate guidance
regarding the CMA exam.
In addition to teachers, academic counselors and internship directors are very influential and effective in informing
students about and helping them develop career goals and
select courses. I personally talk to these people and provide
them with materials describing the CMA program. They
were very surprised when they learned about the comprehensive nature of the CMA and exam fee discounts offered
by the Institute of Certified Management Accountants.
Presentations by CMAs and field trips are other powerful
tools used to educate students on ways the CMA may benefit
their careers. Several CMA members of the Winnebagoland
Chapter frequently visit our campus to make presentations.
First- semester juniors make a good target group for these
presentations. I regularly take my cost accounting classes
to visit manufacturing plants in the area. Before these visits,
many students had no idea of what accountants did other
than auditing and taxes. The plant visits offered students a
firsthand look at how raw materials are converted into finished products and provided a better appreciation of terms
such as activities, physical flows and cost flows, and work
in process. Students also heard from plant cost accountants
how budgets were prepared, standards were set, variances
were computed, and overhead allocation and product costs
were computed.

REDUCINGEXAM ANXIETY
hile some anxiety is a part of any exam experience,
uncertainty and lack of preparation only increase
this anxiety and discourage candidates from taking
certificate exams. Common fears expressed regarding the
CMA exam include:

aculty, counselors, and internship directors are very important to the CMA promotion on campus. It is vital
1. CMA exams are very difficult, if not impossible, to pass.
these groups possess current and accurate information
2. I am not used to long (three- to four -hour) exams.
because they greatly influence students' decision making re3. I don't know what to study.
garding the selection of majors, courses, careers, and com4. I don't know how to study.
panies to work for.
_
Vii. There are no review
Although most accourses.
counting faculty have
6. I am afraid that I may
heard of the CMA designafail.
tion, only a few are really
familiar with the content,
To alleviate these fears
detail, and mechanics of
and reduce exam anxiety,
the CMA exam. Several acI developed a set of unique
counting faculty have misteaching and testing techconceptions about teachniques. First I redesigned
ing CMA relevant courses.
an existing course, titled
A reviewer of my work reAdvanced Cost Accountgarding the CMA wrote,
ing, to meet the needs of
'Me author used an elecstudents. Next, I develtive course titled Adoped teaching and testing
vanced Cost Accounting
methods to improve stuas the CMA preparatory
dents' morale and boost
course. This is unethical.
their confidence. Having a
The Advanced Cost AcCMA- focused course is
counting Course should
the biggest motivating facbe taught with more 'reletor in convincing students
vant,' 'advanced' issues
to take the CMA exam.
Above, two college students review CMA program information
and topics." The reviewer
The accounting curricposted on bulletin board beneath accounting club sign.
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ulum of the University of
based on past CMA exams.
Wisconsin- Oshkosh offers
By the time the course was
four elective courses of
complete, students had anwhich two are required. Adswered all questions from
vanced cost accounting, one
each part of four or five exsuch elective, covers topics
ams. This approach helped
such as product costing,
students to organize their
variance analysis, decision
answers, budget their time,
making, performance evaluand above all to develop
ation, capital budgeting, and
confidence in taking certifiso on. These topics are escate exams.
sentially the same as those
Students often don't
covered in Parts 3 and 4 of
know how their essay anthe CMA exam. It seemed
swers will be perceived by
logical to modify the course
the grader. Most of their anby adding one more objecswers on the practice exams
tive, i.e., prepare for the
initially
were
very
CMA exam. The reorientapoor —both in structure and
tion didn't alter the primary
content. Just commenting
course objectives or dilute
on their writing style, conthe quality of the course but
tent, and format was not sufrather made the course
ficient to change their past
more comprehensive, relethinking and writing habits.
vant, and current. Unlike
They needed something
Dr. Tatikonda's students take a break from review work.
many review courses, this
more powerful. I didn't want
course did not emphasize
to scare the students or give
just passing exams. The primary objective was to teach stuthem a false security that simplistic, naive, and incomplete
dents "learning" and "critical thinking" skills so that they can answers are acceptable. After experimenting with different
approaches, I found one that proved effective. First, the class
learn new topics on their own and stay current Skills such
as these are essential in a rapidly changing world. Although
discussed characteristics of good communication, importhe course covered only some of the CMA-required topics,
tance of proper content, format, clarity, organization, and
brevity. In each class students reviewed, critiqued, and gradstudents used their "learning" skills to prepare for the remaining parts. Several passed all parts in their first attempt. ed each other's answers by comparing them with answers
prepared by me or the ICMA.
I was happy with their success, and they were extremely
The importance of good organization became obvious,
pleased with this course as they learned much more than
just passing the exam. This course changed their outlook of
Students learned to use concise sentences and outlines, and
they stayed away from jargon and long, boring paragraphs.
cost accounting.
A standard cost accounting text, CMA Review Guide by They also learned that sloppy presentation despite good content may dampen a potential good grade. Interestingly, stuGleim and Flesher; several past CMA exams; an abundance
of articles from journals such as MANAGEMENT ACCOUNT- dents started to enjoy the essay exams and questioned the
wisdom of the "multiple guess" exams.
ING®, Harvard Business Review, and Cost Management;
handouts; cases; and notes I prepared were used as resources. Students were required to write papers on current
BENEFITS
topics such Activity-Based Costing (ABC) and Just -in -Time
romoting the CMA program and teaching relevant
costing. In the spring of 1991 papers written by these students received the first and second prizes in the student estopics gave me the opportunity to question the status
say competition (open to many area colleges and universiquo and a chance to modify the CPA emphasis in the
accounting curricula. For me, promoting the CMA brings a
ties) sponsored by the Milwaukee Chapter of the Institute of
great deal of satisfaction. The gratitude and the feelings exManagement Accountants.
Students often complain about the depth and comprehenpressed by students makes this intense effort worthwhile.
sive nature of the CMA exam. Essay questions (mini cases), The CPA is a great program and highly desired; however,
the country needs CMAs who can help make the "beans"
for instance, are much more challenging than structured numerical problems, and learning theoretical concepts and
which the CPAs count.
■
how to expand and relate these concepts to other functional
areas helps to ease some of the difficulty. Behavioral aspects
Lakshmi V. Tatikonda, CMA, is a professor of accounting at
of cost accounting, such as performance evaluation, made
a lasting impression on these students as they understood
the University of Wisconsin -Oshkosh. She is a member of the
that cost accounting is much more than numbers because
Winnebagoland Chapter.
it deals with people and organizations. As the course progressed, students gradually learned to apply conceptual
'Suzanne Connors, "Career Opportunities in Management Accounting" NAA Reknowledge to different scenarios and tackle comprehensive
search, MANAG EM EN TAc c OU NnN G® , October 1985, p. 16.
problems. This is in line with the statements of the Accounting Education Change Commission such as "textbook
based, rule- intensive, lecture /routine problem solving style
Is this article of interest to you? If so, circle
Yes
No
must go."
appropriate number on Reader Service Card.
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A Woman's Perspective
We CMAs can reinforce our professional image.
BY SHEILA M. BUSKA, CMA
he decade of the '90s offers a
unique challenge to professional women in accounting —more specifically, in private or industry accounting. I firmly
believe the "traditional" form of management accounting will develop and
establish itself in the economic arena
during the next eight to 10 years.

T

Women in responsible managerial accounting positions will be an integral
part of the development of a new tradition of professionally certified management accountants (CMAs).
MY CAREER
n the late 1950s, I was pursuing a
degree in sociology at the University of San Diego. Typical of women

Shelia Buska, left, and Suzanne Beyer, a management trainee from Stinnes Corp.
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in those years, I eventually left the pursuit of my studies to devote full -time attention to my family —but with one difference—I planned to return to earn
my degree and pursue a career after
my family was raised. I did raise a family of four children, including one with
a disability, and worked part -time for
the local school district
When my last child was in high
school, I was ready to return to college
to prepare for a "real job " —a career.
Having had my fill of "sociology" via 20
years of babies, children, teenagers,
and their friends, I decided to seek a
career that would challenge my technical abilities. I knew I would need to
acquire a marketable skill because I
did not have years of relevant experience to offer prospective employers.
One telephone call brought me into
the world of accounting. Sister Sally
Furay had been counselor of my sophomore class at the University of San
Diego in 1958. She was now University
Provost. She remembered me when I
called, and I scheduled an appointment to see her. It was clear that Sister
Furay wanted to see women achieve
their full potential. She advised me that
a career in accounting was an excellent
way for a woman to advance professionally and financially. This fit well
with my decision to acquire a technical
skill and my desire for a career in industry. I chose industry because over
the years I had shared many of my
husband Rol's experiences in the electronics industry and had recognized
the opportunities for problem solving
and leadership that were available in
this environment
Soon after my meeting with Sister
Furay, I enrolled in my first accounting
class, and several years later I earned
a B.S. in accounting from San Diego
State University. At SDSU I joined
NAA and Beta Alpha Psi. Being new to
the career of accounting (my family
background was an English profes67

sor /author dad and a drama teacher /author mom), I was disappointed to
discover the emphasis on public accounting to the almost total exclusion
of management accounting. I went to
NAA meetings filled with hope only to
hear that we could sign up for the "Big
8" tours after the Beta Alpha Psi members had their tours.
During this time I became an avid
advocate of management accounting
as a career. I also volunteered for a student internship at Cubic Corporation
during the summer months between
classes. Dan Jacobsen, director of internal audit, agreed to oversee my internship and provided me with the opportunity to work in the industrial
environment. Working with the internal audit staff at Cubic further convinced me that management accounting was what I wanted to do.
Two weeks after graduation, I reported to work in my first management
accounting position as senior accountant at Peak Health Plan (formerly Protective Health Providers). It seemed a
natural next step to obtain certification
in my chosen profession. So, with encouragement from my supervisor, Billie Harris, who was vice president of finance and controller, I applied for
membership in the Institute of Certified Management Accountants.
I decided to take the exam in two
sittings. I wanted to take the parts of
the exam I felt most confident about
first so that I would be familiar with the
exam format when I sat for the more
difficult parts. I ordered Grant Newton's CMA review books and a set of
prior CMA exams. Weekends were the
best time for studying. Using earlier
exams, I answered the multiple choice
questions and scored myself. This
helped to determine which areas needed further study. For these areas, I
studied the related chapters in the
CMA review book and then answered
the questions at the end of the chapter.
Every Saturday morning I devoted
at least two hours to practicing the essay questions. I wrote out complete answers to two questions. I compared my
answers to those in the exam book.
Writing the answers completely
trained me to focus on problem resolution from beginning to end while
sharpening my written communication skills at the same time. This study
program proved satisfactory—I
passed the exam in two sittings without having to repeat any sections.
Finally I was a Certified Management Accountant —a professional. Unfortunately, in 1988 in the San Diego
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By your actions,
you establish a
track record.
area, the CMA certification was not
well - known. I spent a good deal of time
explaining the certification to my fellow staff members.
It wasn't until the following year
that my certificate was recognized. I
was being interviewed for the second
time for the position of controller of
Crown Chemical, a SOCO Company.
Joe Groneman, corporate tax accountant for Stinnes Corporation, a holding
company of the SOCO Group, was at
Crown on unrelated business. Bob Magoon, the general manager of Crown,
asked him to interview me. Bob did
not have an accounting background
and wanted the opinion of another accountant as to my qualifications. Mr.
Groneman greeted me with, "Hello. I
understand you're a CMA. That's quite
an achievement." I thanked him and
replied that he was the first person I'd
met who knew what a CMA was. He
smiled and said, "Well, I've heard a lot
about CMAs, but I've never met one
until now." I got the job.
Since then the CMA certification
has come a long way. In San Diego we
now have monthly CMA breakfast
meetings in addition to the monthly
IMA meetings. Associating with other
CMAs is a major benefit of having the
certification and participating in IMA
activities. It provides opportunities for
networking and discussing common
challenges with fellow professionals in
San Diego's business community. We
all benefit from this sharing.
The question is often asked of me,
"How does the CMA certification help
women in accounting ?" I find this difficult to answer because I have always
considered women to be equal with
men and I have approached my own
career on that assumption. However, a
woman who is a CMA expressing her
opinion on a technical matter will be
taken more seriously than a woman
holding a bachelor's degree in accounting expressing the same opinion.
I believe a woman's stature in the corporation and in the business community is considerably heightened by
having CMA certification. Finally, the
CMA certification provides a bond
with other CMAs and, as such, an entree into the network of business professionals.

AS CORPORATE LEADERS
believe women and men currently
certified and those who obtain certification during the '90s can enhance the professional image of the
CMA. It is our responsibility to establish worldwide recognition of the CMA
as a professional of competence, integrity, and influence.
The environment in which we will
establish our profession is one of economic recovery and rebuilding. The
savings and loan bailout is in progress,
with a potential bailout of banking institutions looming in the background.
The entire U.S. financial system is redefining itself in terms of what roles
the various financial institutions
should assume. Our governments—local, state, and federal —are searching
for solutions to the deficit spending
that has become a common denominator as expenditures continue to climb
at a pace faster than the increase in
revenues. Adding to the challenge, the
United States has entered the global
economy with renewed vigor, reflected in the increasing numbers of U.S.
businesses marketing their products
abroad, our government's active pursuit of the Free Trade Agreement with
Canada and Mexico, and American investments in the rebuilding of free enterprise in Eastern Europe.
Management accountants will participate in this economic recovery and
rebuilding and in the expansion of
global markets through multitudes of
management decisions made daily in
U.S. corporations of all sizes. If we are
to establish our profession as a viable
one, we must be ready to recognize
and seize opportunities as they arise
and assume the related risks.
How do we do it? By developing our
professional knowledge, managerial
skills, and leadership abilities.
Only through leadership can we
meet challenges successfully and project to the world the new "traditional"
image of the CMA: a professional of
competence and integrity, possessing
highly technical accounting skills with
well- developed managerial talents,
who through her influence is involved
actively in the daily planning and managing of corporate activities all across
America.
■
Sheila M. Buska, CMA, CPA, is control-

ler with Crown Chemical Corp. A member of the San Diego Chapter, through
which this article was submitted, she can
be reached at (619) 421 -6601.
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IN MANAGEMENT
ACCOUNTING

MANAGEMENT
ACCOUNTINGPRACTICES
LOUIS BISGAY, CPA, EDITOR

UPDATEONCOSO
'

n February of this year, the Committee of Sponsoring Organizations of the Treadway Commission
(COSO) issued its widely awaited revised draft of "Internal Control —Integrated Framework" (MANAGEMENT
ACCOUNTING®, December 1991).
The first draft report had been issued
in March of 1991 and generated 211
comment letters. The revised draft
represents the authors' attempt to be
responsive to various criticisms.
COSO is the body established to facilitate implementation of recommendations by the National Commission
on Fraudulent Financial Reporting,
better known as the Treadway Commission (for its chairman, James
Treadway). COSO comprises representatives of the IMA, the American
Institute of CPAs, the Institute of Internal Auditors, the American Accounting Association, and the Financial Executives Institute. Thomas OToole,
former chairman of IMA, is the IMA
representative. William Ihlanfeldt, past
chairman and a current member of the
IMA's MAP Committee, is a member
of COSO's project advisory council;

Become a

CMA
(800) 87 -GLEIM
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Howard Siers, also a former MAP
Committee member, is consultant on
the project. A team from Coopers &
Lybrand is the author of the work
done.
COSO has scheduled meetings
with representatives of the five sponsoring organizations to review the revised draft Statements. The IMA meeting was held on February 11 in
Nashville. On February 13 the IMA
Executive Committee unanimously endorsed the final draft.
All commentators individually were
sent the revised documents and were
invited to attend a review session held
last March 11 specifically for those
commentators. The final report should
be published sometime around midyear 1992.
The following paragraphs will highlight some of the comments on the
original draft made by the MAP Committee and what COSO did to be responsive.
Definition —the MAP Committee
suggested that the components of internal control be eliminated from the
definition and that those nine components can be reduced to five—the control environment, objectives, risk assessment, control procedures, and
monitoring. COSO did take the components out of the definition and
placed them immediately afterward.
Moreover, the number of components
was reduced to five, though not precisely as IMA suggested. They are
control environment, risk assessment,
control activities, information and
communication, and monitoring.
Management Reports —the MAP
Committee suggested COSO should
(a) recommend that publicly held companies include in their financial reports
to external parties a management report on internal control, and (b) include more than just one illustrative report, which the MAP Committee
believes would evolve into "boilerplate" compliance. COSO's revised
draft maintains its neutral stance toward recommending issuance of a
management report, but does, however, provide a much more flexible
framework for those companies that
elect to issue a management report.
Evaluation Tools —as recommended by MAP, the Evaluation Tools are
now in a separate document.
Materiality—the revised draft does
acknowledge and address differences
between material weaknesses and insignificant weaknesses, the absence of
which had been noted by the MAP
Committee.

Size of Report —the document was
reduced in size significantly. For example, the Executive Summary was reduced from 42 to seven pages.
IMA members interested in further
information about the COSO project
are invited to call Lou Bisgay at (201)
573 -6215.

SFAS 109
ccounting for Income Taxes has

been in the news since August
1983, when the FASB issued a
Discussion Memorandum. That led to
a public hearing on the DM, an Exposure Draft, a public hearing on the ED,
and, in December 1987, FASB Statement 96. Subsequent to its issuance,
the Board received numerous requests for limited -scope amendments,
requests to change the criteria for recognition and measurement of deferred
tax assets, and requests to reduce the
Statement's complexity.
Because of the turmoil surrounding
the Statement, its effective date was
deferred three times while the FASB
restudied the issues and then issued a
new Exposure Draft that the Board
considered responsive to valid problems raised by constituents. Having
then reviewed hundreds of additional
comment letters and listened to more
commentators at a public hearing in
October 1991, the Board concluded it
was able to issue a Statement that supersedes SFAS 96 and that would allow all concerned to feel the project is
finally completed.
Statement 109, "Accounting for Income Taxes," is effective for fiscal
years beginning after December 15,
1992. Earlier application, however, is
encouraged.
■
Louis Bisgay, CPA, is director, management accounting practices.

SMAs
To obtain the Statements on
Management Accounting
that have been issued to
date, please call this special
Prentice Hall Toll-Free
number:

I. 800 -S24 -2844

OFFICE
TECHNOLOGY
CLAIREBARTH,EDITOR

SOFTWARE
IIAR Systems, Inc. is distributing
version 4.1 of the Bottomline -V' business planning system, which now includes a new company valuation and
analysis module. Bottomline -V provides information and support for cash
flow planning, long -range forecasting,
capitalization growth, business valuations, and total business simulation
modeling. The program consists of 10
business financial models and four
budget /cash flow programs compatible with a variety of spreadsheet programs, including Lotus 1 -2 -3, Excel,
Quattro Pro, Excel for the Macintosh,
and others. Each model supplies all
the logic, equations, and formats, and
the user inputs basic data and assumptions. The new company valuation and
analysis module takes up to six years
of historical income statement and balance sheet information and from it
generates two different cash flow analyses, more than 50 financial ratios, and
a company valuation analysis. Then,
using 10 six -year averages and nine
constant variables from the user input,
Bottomline -V projects seven statements five years into the future. By
changing the variables, the user can
test different "what if' scenarios. The
software runs on an IBM or compatible PC or on a Macintosh computer.
Circle No. 35
Pillar Corporation has released version 1.2 of FYPIan'", its corporate budgeting and planning software. The software incorporates a graphical user
interface with pop-up menus and onscreen windows and offers interoperability between PCs and Macintosh
computers for multiple users. It uses a
database architecture to provide for
searching and sorting and has extensive reporting facilities. FYPIan instal70

lations consist of a Macintosh server
(or servers) controlling multiple client
work stations. The server controls the
planning process by managing the
chart of accounts, user access privileges, and common planning data. It also manages the consolidation and reporting of data from the client work
stations. The clients are used by managers to enter, report, and analyze
planning data.
An FYPlan Macintosh client requires a minimum of 2MB of memory
and a hard disk. An FYPIan PC client
requires an IBM or compatible computer, 640K of memory, and Lotus 1 -23 release 2.01 or higher. Clients and
servers can communicate over almost
any LAN or WAN topology or via modems over standard phone lines. FYPlan is compatible with most general
ledger systems and can exchange data
with a variety of hardware platforms including Digital's VAX, the HP 3000,
the IBM AS /400, various Unix platforms, and IBM mainframes.
Circle No. 36
Palo Alto Software is offering version
4.0 of its Business Plan Toolkit. The
analysis part of the Business Plan Tool kit works as a menu -driven spreadsheet add -on with complete financials
giving information about business
cash, financial needs, and specific
business activities. Designed to meet
banking and CPA industry standards
for capital planning, the Toolkit merges business planning and financial
forecasting tools with superior integrated financial statements. Version
4.0 includes a new Text Writer and
Text Writer Guide and a glossary of
business planning terms. The software
works with leading spreadsheet packages on IBM or compatible computers
or Macintosh computers.
Circle No. 37

SAP America Inc. has released RF
FIS, its financial planning module for
the R/2 System of integrated mainframe business applications. The Financial Information System has direct
access to the full range of information
from all the business application areas.
An index -based reporting tool, it allows management to define key figures or ratios and format the data for
fast, easy access. With RF -FIS, users
can make rapid analyses on customer
credit control, customer payment behavior, supplier analysis, currency
analysis, general ledger account analysis, and balance sheet /P &L analysis.
The user defines priorities on the
screen, sets individual tolerance limits,
and determines when the reports will
be generated. RFFIS is designed to
provide summary level reporting, but
it also examines detail when it becomes necessary.
Circle No. 38

EQUIPMENT
Oladata has brought out the Pace mark 3410, an impact printer for data
processing, factory automation, industrial, and demanding office printing applications. The Pacemark 3410 is a
high -speed 9 -pin printer designed for
heavy -duty, high- volume applications,
with a draft print speed of 550 characters per second and a near -letter quality speed of 104 cps. Solidly constructed, it handles multipart forms,
continuous forms, cut sheet paper, labels, envelopes, transparencies, and
heavy card stock. It has six resident
bar code fonts, built -in serial and parallel ports, and optional twin -axial and
co-axial interfaces. The printer works
in stand -alone or multiuser environments using PCs, work stations, and
mini- and mainframe computers.
Circle No. 39
Caere® Corporation has previewed
AnyPagel, a new technology that significantly enhances optical character
recognition (OCR) for a variety of
poor- quality documents scanned with
OmniPage Professional'', Caere's PC
and Macintosh OCR software, and the
MicrotekTm ScanMaker' series of color and graTscale desktop scanners.
AnyPage sets the optimal brightness
automatically on every area of a page,
resulting in greater OCR accuracy in
scanning stained papers and colored
or shaded pages.
Circle No. 40
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ASSOCIATION
NEWS
KENNETH AURICHIO,EDITOR

SCHEDULEOFEVENTS
April 21 -22: Implementing ABC, The Mirage, Las Vegas, Nev.
April 23 -24: 6th Annual Cost Conference, The Mirage,
Las Vegas, Nev.
May 11 -12: Cost /Controllers' Roundtables, The Lafayette, Boston, Mass.
May 14 -15: CFO's Role in Organizational Change, Hilton Hotel, New York City.
May 20 -22: Professional Education Program, Sheraton
Plaza, Chicago, 111.
May 28 -29: Implementing Activity-Based Costing, Hyatt Regency Baltimore, Baltimore, Md.
June 8 -9: Corporate Financial Management Conference, Marriott Copley, Boston Mass.
June 21 -24: Annual Conference, Marriott Marquis, Atlanta, Ga.

MEMBER
EXPELLED

EMERITUSLIFE
ASSOCIATES(ELAs)

Des Moines.

Donald W. Grant,

St. Paul.

Tommy D. Burley (IMA
Membership No. 232156)
was expelled from IMA
membership effective September 18, 1991, as a result
of his guilty plea to a felony.
Records of the Circuit Court
of Madison County, State of
Alabama, indicate that Mr.
Burley entered a plea of
guilty to theft in the first degree, which is a felony. The
IMA Bylaws provide that
any member who is convicted of a felony or pleads
guilty to a felony shall automatically be expelled from
the IMA

William D. Anderson,

Louisville.

James F. Schaughency,

IMAMEMBERS
PEDALFOR
CHARITY
Five board members of the
Minneapolis Viking Chapter
bicycled 150 miles each
from Hinckley to Duluth,
Minn., and back in an effort
to raise money for the Multiple Sclerosis Society on
August 17 -18, 1991.
The event was sponsored
by the Viking Chapter and included 1,500 cyclers who
raised nearly $2,000 for the
charity. The city of Duluth
provided the Saturday -night
stopover for the bikers that included the Bayside Jazz Fes•
tival and overnight accommodations at the Duluth
Entertainment and Convention Center.

Warren A. Olson,

Lake Superior.

Thomas J. Halm,

Wheeling.

W. D. Azeltine,

Lake Erie Central.

Pierce C. Simonton,

Dubuque Tri- State.

Paul R. Harris,

Chattahoochee Valley.

Jean H. Barnett,

Diablo Valley.

William J. Smollen,

Louisville.

Robert R. Hayes,

Los Angeles.

Patrick G. Battaline,

Tampa Bay.

Loretta A. Stetz,

Pittsburgh.

J. T. Jordan, Jr.,

Cleveland.

John R. Behrmann,

Polk County Florida.

John R. Sundquist,

York.

Arthur R. Kagle,

Worcester Area.

Anthony A. Carmola,

Saginaw Valley.

Walter F. Tacka,

Elkhart Area.

Henry M. Lapeza,

Baltimore.

Ralph L. Costley,

Chicago.

George H. Thompson,

Joplin Tri- State.

Joseph M. Mellett,

Baton Rouge.

ThomasJ. Donaher,

New Jersey Meadowlands.

Ernestine Tye,

Philadelphia.

G. Wilson Miller,

Polk County Florida.

Clarence W. Driscoll,

Charlotte Trident.

Lyle W. Vikre,

Madison.

Robert A. Nackers,

Columbus.

Wallace J. Gawoski,

Winnebagoland.

Donald P. Wojcik,

Niagara.

Thomas P. O'Connor,

Wheeling.

Marlyn W. Gillespie,

Minneapolis Viking.

Linda Liepold, and James Patineau.
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READER
SERVICE
CARD N0.
5

10
19

DOESYOURRESUME
"ADD UP "?

COMPUTER
SOFTWARE

When it comes to Success ...
your Resume is the Bottom
Line.

Computer Integrated Manufacturing: SQL 4GL database applications. Design, Inventory,
Production Management are integrated with Costing, Accounting, Planning and Finance for
maximum productivity and profitability. DOS /UNIX.
C1imFacts, 3300 S. Gessner,
#150, Houston, Texas (713) 784
4016.

CAREERCRAFFERS
Resume Writers for
Accounting /Financial Execs.
(212) 744 -5512
(516) 466 -6640

DEPRECIATION /FIXED ASSET MANAGEMENT. IBM PC/XT/AT/PS2 and compatibles. Three books, all normal
methods,
custom
reports.
$175.00. MONEY BACK GUARANTEE. VISA /MC. SOF IUNK,
P.O. Box 2433, Stuart, FL 34995
Phone 407 -692 -3123.

Start making money for YOUR-

SELF with the company Success Magazine calls the "Number One Accounting Franchise
in America!" (March, 1991) Build
your own highly successful accounting practice with Padgetl's:

• Intensive 4 -week training
• Client marketing systems
• Yearly tax seminars/support
• Streamlined accounting
system
• On -going field support
• Owner manuals 8 much
more.
Call 1. 800.323.7292; In CA,
collect (918)966.2348 for further detallef

1'iuur

a«res is roar

Success.

Rates: $2.00 per word. 15word minimum. Abbreviations,
ZIP codes, and phone numbers
count as one word each. All

BUSINESS
OPPORTUNITIES
SELL DENTAL PLAN Family of
4 costs $150, Savings up to 60%,
No deductibles, No hidden costs,
Free Annual exams & X -rays, No
limit on benefits, No waiting period, Select your own dentists,
You earn $50. (weekly paycheck)
Credit card orders 1- 800.3777502. $50 Investment.
LET THE GOVERNMENT FINANCE your small business.
Grants /loans to $500,000. Free
recorded message: 707 - 448 -0330.
(OR7)

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

classified advertising must be
Box Number: Write Doryne

Noncommissionable.
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15
11
6
4
9

Abra Cadabra Software
ACM Siggraph '92
Annual Conference
Comprehensive Business Services
Comshare
FastTax
Gleim Publications, Inc.
Gleim Publications, Inc.
Gleim Publications, Inc.
Gleim Publications, Inc.
Robert Half
ICMA
Ilar Systems
Imrex Computer Systems
Johnson & Johnson
Kelly Services
Malibu Publishing Company
Micro Integration Corp.
MicroMash
Northwestern Mutual Life
Oracle Corporation
Padgett Business Services
Research Publication
Warren, Gorham & Lamont

HELPWANTED
BUDGET ACCOUNTANT - Ap.
plies principles of accounting to
analyze & evaluate effectiveness
in meeting budgets & goals of diverse finance programs. Applies
accounting principles to analyze
& review company financial
records of past and present operations for subsidiaries both national & international. Responsible for financial planning &
analysis of various finance programs re lating to numerous s er-

vices. Prepares budgets for entire multinational company for
product lines and subsidiaries using mainframe applications and
Lotus 1 -2 -3 /Symphony soft wares. Develops future estimates
and presents procedures to ensure company's adherence to

Display Classified: One twelfth page (one column x 2
3/8 ") is available at $555.

PAGE
9
C -3
15
45
7
C -2
16
19
61 69
C-4
1
20
55 ,
5
11
13
22 ,
17
29
3
72
51
21

budget. Bachelor's Degree in
Business Administration specializing in Accounting and Finance,
four years experience in job duties or in auditing large corpora-

tions required. $45,000 per year
for 40-hr wk. Send resume only to
Job Service of Florida, 701 SW 27
Ave., Miami, FL 33135. JO #FL
0556026.
96,000 Custom ers!
Business software? Career opportunities? Business for sale?
Position wanted? New products? Leases? Whatever you
want to sell —use the MANAGEMENT ACCOUNTINGS classi-

fied department to do it. IMA
has 96,000 readers and potential customers. Call Lisa Dawson at (201) 573.6280.

Payments: Payment in U.S.

funds must accompany each order. Mail copy to Doryne Gerstein, MANAGEMENT ACCOUNT.

10 Paragon Drive,
Montvale, " 07645 -1760.
ING@,

1
pre f Q lU.

Closing Date: Deadline for
copy is the first day of the
month preceding publication
C ate.

1

ADVERTISERS'INDEX

Acceptance: Publisher reserves the right to accept or reject advertisements for MAN.

Up to 50 words FREE ' to
companies that are looking
for employees who hold
CMA certificates and so
specify in advertisement.

*Up to six insertions.
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At
D0N'T
BELIEVEIT SIG GRAPH
UNLESS
in
YOUSEEIT Chicago

wcwid IN katrested in:

(anfeten(einlormaean

See...hear...
experienceSIGGRAPH.
theworld'spremier
conferenceoncomputer
graphics,July26-31.

'92

aonadoypockonhnanoolsennoes

Experiencenew,
unpublishedresearch
presentations.Participate
incandiddiscussions
anddebates.
Examinetote-breakn
ig
developmentsinhighspeed,networkedproblemsolvingenvironments.

ieseningexhibitsspace

ACM
SIGGRAPH '92

Name(please

Orgamtalian

Addiess

City

stnte[Provm(e

(ountiy

qua'

Meetthepeoplewhoore
pushingthelimitsof
computergraphics..and
whowilchangetheway
youthinkaboutfinancial
services.
Evaluateleading-edge
hardware,software,and
systems.Chalengeyour
mindincourses.

(onfetence
July 26. 31
1992
Postal(ode

Phone
fax
Email
(hpcouponwdmail IoSIGGPAPB'92.(rinleremeManagement,401NorthMichiganAvenue.Chicago,It60611USAphone: (312) 3216830, fax (317)321 -6876. emad mlo9MAggroph org
SpewedbytheAssociahonlotComputingMachinery'sSpecialImerestGroupon (omputmGaphicsinCooperationwith th IEEE(omputerSo(iety'sTe(hnKelCommitteeanComputerGraphics
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Exhibition
July 28 .30
1992
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There's something special
about specialists...
they do a better job.
And that's what Robert Half and Accountemps is all about... qualified
permanent and temporary accounting, finance and information systems
professionals. Companies have relied on us for professional, prompt and
costefficient service since 1948. We have 150 offices worldwide. Call your
local office today.
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L
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3

o
Circle No. 1
©1992 Robert Half International Inc. An Equal Opportunity Employer.

