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Allergan Finds A Better
Solution With FastmTa.
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One Of The Leading Optical Companies And Fast-Tax See
Eye-To-Eye On Domestic And International Tax Compliance.
"We have six domestic and 40 foreign subsidiaries," says support offered by Fast -Tax came out on top. I'm amazed at how
William McLeod, Vice President, Taxes, Allergan, Inc. "Not all quickly our staff was able to work with it. Last year, we were
the domestic subsidiaries can be consolidated. We have to file able to complete all our domestic returns without any glitches.
separately for our section 936 companies in Puerto Rico and for I had very high expectations for System 5, and one year late4 I m
our Controlled Foreign Corporations (CFCs). This makes our still impressed. There's no doubt that System 5 was the right
answer for our international and domestic tax processing needs."
tax situation very demanding and complex.
It's clear to see why System 5 is the right solution for Allergan,
"At first, we went with another company's package, but
that was a nightmare for us. The software wasn't user- friendly and nearly 1,800 other companies. T) see what we can do for you,
and the training was a real disappointment. So we conducted an call 1-800FAST -TAX, Ext.7332.
extensive review of everything on the market. System 5 and the Or in Rxas,call 214/ 250 7332. rvp,MPUTEF? ttlNGUA6e RESEARCH
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l.ons Plus is a registered trademark of Allergan, Inc.
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BOB LIPTAK,
PRESIDENT,
1992 -93
BY ROBERT F. RANDALL
IMA President Bob Liptak,
CFO and partner of Faison
& Associates, will focus on
the Institute's four -fold mission— Education, Association, Certification, and Influence— during his term.

Cover. IMA President Robert W. Liptak at Faison headquarters in Charlotte, N.C. See p, 24. Photo by Phil
Ault Studio.

MANAGEMENTACCOU"NGO (ISSN
0025.1690) is published monthly by
the Institute of Management Accountants, formerly the National Association of Accountants, 10 Paragon Dr.,
Montvale, NJ 076451760, (201)5739000. Price $10.00 per copy. Subscription 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 Membership Records Dept.,
IMA, Montvale, NJ 07645 -1760, Allow
six weeks for change. IMA's telex
number is 9102509487; facsimile number is 201.573 -0639. POSTMASTER:
Send address changes to "AGE MENT AccOUNTTNGS, Montvale, NJ
07645 -1760.

28
WILLEUROPEANSBUY
YOURCOMPANY'S
PRODUCTS?
BY A. FAYE BORTHICK,
CMA, AND HAROLD P.
ROTH, CMA
What exactly are the International Standards Organization's 9000 standards and
why should American companies be concerned about
them? Why should management accountants care?
American companies that
conform to the standards
may find the quality of their
goods and services improving a great deal and their
management accounting
system expanding.

33
PPG'SJOURNEYTO
ISO 9000
BY JOHN D. FLISTER
AND JOSEPH S. JOZAITIS
Achieving ISO certification
is hard work, but the payback can be enormous.
Here's how PPG Industries'
Specialty Chemicals Division worked to achieve certification in the International Standards Organization.
Lybrand Bronze Medal,
1991 -92.

44
DEVELOPING
EFFECTIVE
MANAGEMENT SKILLS
BY EARNEST A.
HUBAND,CMA
Managers are made, not
born. Tried and true principles can be used to unleash
the creativity of every individual reporting to you. A
seasoned manager —and
former IMA national president —calls for a renewal in
management skills.

39
FIRE!
BY MICHAEL A. COON
How do you handle the financial complexities of a
major disaster? Here is a recent step -by -step experience of a corporate controller in dealing with a $15
million fire loss.

47
GETTINGFASTER
DECISIONSFROM
YOURBOSS
BY JAY T. KNIPPEN,
THAD B. GREEN, AND
KURT SUTTON
Don't let a boss who can't
make decisions drive you
crazy. Instead, follow the
steps described here. Have
all the information, be well
informed about the options,
be prepared to answer objections, and —most of
all—be persistent.
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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
by operating unit and line of business that you don't normally report
separately? What will you do when
a reorganization has the executive

I

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 nuns right on
your LAN or cooperatively with
your host computer.
That's the power of the intelligent financial and management
reporting solutions available from

_z

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
■.
Comshare's software
hUnager i
Reporting
solutions. For a free
as
a
copy of this white
Initiative
paper and seminar
information, contact
Chris Kelly:

1- 800 - 922.7979
(In Canada: 1.800.541.1780 )

OOM51.1/� RIC.
3001 S. State St., Ann Arbor, MI 48108 313 - 994 -4800

m Copyright 1991, Comahere Inc CF DC05
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HOW ETHICALIS
YOURCOMPANY?
BY JOHN W. HILL,
MICHAEL B. METZGER,
AND DAN R. DALTON
A call has gone out for management accountants to
lead the charge in the fight
for proper corporate ethical
behavior. For example, they
can help develop performance evaluation and control measures that encourage ethical compliance.

56
ACCOUNTING
EDUCATION:
DOESMORE
MEANBETTER?
BY EMIL MILACEK AND
CARL ALLEN
Many graduates opt for clerical, technical, or paraprofessional positions. Unfortunately, few, if any, colleges
and universities are creating academic programs to
prepare these students.
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Age- weighted profit- sharing
plans.

18
MANAGING YOUR
CAREER

`How can I speak without
nervousness ?'
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BY MARC J. EPSTEIN
AND MOSES L. PAVA
Accounting information
should provide a link between management and
shareholders. One way to
provide this information is
through the statement of
cash flows, but, until now,
there has been little evidence to evaluate the usefulness of the statement. A
recent survey unequivocally
supports the overall usefulness of the statement of
trash flows.
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History of moral and ethical
education.
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Management Accounting
& Finance Audio Digest
Here's the most interesting and convenient way you can imagine to stay
on top of rapidly developing issues in
management accounting and finance.
And to earn 12 CPE credits!
Management Accounting & Finance
Audio Digest, a combined effort of
John Wiley & Sons and the Institute of
Management Accountants, brings 6-8
experts per month into the comfort of
your home, your car, or wherever you
can listen to an audio cassette tape.
Engaging 8 -12 minute discussions,
totalling 60 minutes per tape, cover
such important topics as:
•❑implementing❑activity❑-based
costing;

(IY.J YANC!

•❑regulatory❑updates❑and❑what
they mean;
•❑the❑benefits❑and❑cautions❑of
electronic data interchange (EDI);
•❑the❑latest❑developments❑in❑international accounting standards;
•❑proven❑techniques❑for❑quality
management;
•

A

fr.

- ..

Earn CPE credits.
Here's how. Just correctly answer
the questionnaire that comes with
each tape and send it in. You'll get 1
CPE credit per tape, per month -12
CPE credits for the whole year!

Start your Audio Digest
program now! At no risk!

time management insights;
Try AudioDigest this coming
•❑improving❑"people"❑skills❑as❑you
month. If the topics covered in your
supervise and manage;
•❑forecasting❑—where❑the❑economy❑is FREE SAMPLEtapearen'tinteresting, engaging, and truly worth the
going and why;
small investment in your time, you
•❑professional❑development.
cancancel your subscriptionand
The Audio Digest coverstopics in
owe nothing.
brief capsules. No long lectures.
You'll get the informationyou need to
maintainyour competitive edge.
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Please print

YES! Please send me my free sample cassette and enter NAME
my subscription to Management Accounting & Finance
FIRM
Audio Digest, a monthly audio CPE product.
ISSN1060 -9660.
ADDRESS
❑ ❑IMA❑Members: $125 for 12 issues plus FREE sample. CITY /STATE/ZIP
IMA Membership #
PHONE
❑ ❑Non❑-❑members: $145 for 12 issues plus FREE sample.
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❑ ❑Payment❑enc losed, plus sales tax

if, after reviewing my FREE sample cassette, I choose to subscribe, l

❑ ❑Bill❑me

will honor your invoice. If not, I will write "cancel" on the invoice and
return it within 30 days. The sample cassette is mine to keep regardless. I understand that if I am ever dissatisfied with the product for
the unexpired
balance
of my
my subscription
payment. and receive a full refund of
any
reason, I may
cancel

(Sales tax will be added.)

®

❑ ❑Bill❑firm

❑ ❑VISA ❑ ❑MASTERCARD ❑ ❑ AmEx

Card No.
Expiration date
Order invalid if not signed. Prices subject to change and slightly higher in Canada.
Offer expires 7/30/93. Offer valid in the continental U.S.A., Alaska, Hawaii,
and Canada only.

MAIL TO: JOHN WILEY &SONS, Inc., 605 Third
Ave nue , New York, NY 10158 -0012, Attn: Eile en Murphy.
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Or call Toll -Free 1- 800 - 879-4539.
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Charles A Krueger was presented the Lybrand Gold Medal —the highest award
in the 1991 -92 manuscript competition —for his article, "Whistle - blowing and the
Professional." The article is scheduled for publication in the August issue of MANAGEMENT ACCOUNTING. Mr. Krueger is an associate professor of manage-

ment at Management Institute, University of Wisconsin- Madison. He also serves
as the manuscript director of the MadisonChapter. John P. Keenan (nonmember) ,
associate professor of management at the University of Wisconsin- Madison, was
co-author of the article. Authors of award - winning manuscripts who are not IMA
members are presented with a Certificate of Appreciation.
The Lybrand Silver Medal was presented to David Hall, CMA, Tulsa Chapter,
for his article, `Time -Based Competition," which is scheduled for publication in
the September issue. Mr. Hall is a planning analyst with Transok, Inc. His co-author is Jerry Jackson (nonmember), an employee of Amoco Corporation.
The Lybrand Bronze Medal was awarded to John D. Pfister, Illinois Northeast
Chapter. Mr. Flistel's article, "PPG's Journey to ISO 9000," appears in this issue
of the magazine. Mr. Flister is the chief accountant for the Specialty Chemicals
Business Unit of PPG Industries. His co-author, Joseph J. Jozaitis (nonmember),
is quality projects manager at PPG.
The medal winners were selected by the Lybrand Awards Committee from
among the 10 top - scoring manuscripts submitted during the year. Members of
this year's committee were: Hayward L Bell, CMA, administer of finance, Air Products Canada; Rebecca Long, Rebecca Long & Associates; Charles D. Mecimore,

CMA, professor, University of North Carolina; Ann J. Rich,CMA, professor, Quin nipiac College; Aida A Shekib, CMA, professor, Governors State University; and
Robert G. Weiss, senior vice president-financial control, Schering- Plough Corporation.
Authors of the 22 other award - winning manuscripts were presented Certificates
of Merit for their outstanding contributions to management accounting literature.
A complete list of the winners will be published in the August issue.
Approximately 500 manuscripts were submitted in the manuscript competition,
and 92 were published during the year. Manuscripts submitted to MANAGEMENT
ACCOUNTING© are reviewed by a committee of educators and practitioners who
use the following criteria when evaluating the manuscripts:
■ Is the manuscript's topic relevant for our readers?

■ How well was the topic covered? Was it a thorough analysis and description
of the topic?
■ Is it original and not a rehash of what has been published previously?
■ Is it practical? Can our readers use the information to benefit their companies and careers?
■ Is the topic timely? Does the manuscript reflect the latest pronouncements,
research findings, and so on? Does it present a new development in the
profession our readers should be aware of?
■ Is it technically sound?
■ Is the subject matter presented clearly and concisely?
The review process takes approximately six to eight weeks. Then authors are
notified whether or not their manuscript has been selected for publication. Some
of the "hot" topics for future issues include environmental accounting, managing
health care costs, management accountants' social responsibility, and total quality
management
The editorial staff appreciates your contributions to MANAGEMENT ACCOUNT-

ING8 during the past year. As we begin the 1992-93 competition year, we welcome
your editorial comments and recommendations.
SUSAN JAYSON
Technical Editor
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The XIV World Congress of Accountants will
meet in Washington, DC, 11 -14 October, 1992. Held
only once every five years, this is your chance to meet
peers, exchange views and help define the role of the
accountant of tomorrow.
This year's theme is "The Accountant's Role in a
Global Economy." The program will help you grasp
the issues and benefit from the opportunities of rapid
globalization. But you have to be there to be part of it.

The XIV World Congress of Accountants and
Exposition in Washington, D.C., with representatives from 106 accounting associations in 78
nations, is a once in a lifetime opportunity to attend
the profession's most prestigious gatheri ng. Register
now: XIV World Congress of Accountants, PO Box
825, Deerfield, IL 60015 -0825 USA. FAX708-940-2386, TEL: 708 - 940 -2100. Or contact
your national accountancy association.

XIV WORLD CONGRESS OF ACCOUNTANTS
11 -14 OCTOBER, 1992 WASHINGTON, D.C.

LETTERS
TO THE EDITOR

ROBERTF.RANDALL,EDITOR

CMA -A NEW
PERSPECTIVE
passed the CPA examination while
I was employed by Arthur Young
& Company as an auditor. After
six years in public accounting I began
my industrial career as an internal audit manager for a large international
holding company. This experience led
to a promotion as director of corporate
accounting with significant SEC and
annual audit financial reporting responsibility.
Subsequently, I became the treasurer for a publicly held, growth -oriented,
international energy corporation and
gained great experience in initial public
offerings and private bond placements.
With this experience and background I was able to obtain a position
as chief financial officer for a diversified privately held corporation with
strong connections to the energy industry.
Again I was able to build on my experience and move to the position of
corporate controller for a larger publicly held corporation. Since this company raised substantial amounts of investment capital through limited
partnerships, I was constantly working on public filings and SEC reporting issues. In addition, I obtained significant experience in merger and
acquisition analysis and the structuring of acquisitions to preserve tax
benefits.
I was then fortunate to become the
chief financial officer for another publicly held energy- related corporation
that also raised significant amounts of
investment capital through public limited partnerships. Unfortunately, the
bottom fell out of the market for limited partnership drilling funds in late
1984. This resulted in me as CFO having to restructure the corporation to

save monies and preserve assets. By
reducing the staff size, closing offices,
lowering executive salaries, and eliminating employee benefits, we were
able to reduce long -term debt, improve
cash flow, and remain profitable. We
also positioned ourselves to be able to
purchase oil and gas assets of companies that were in bankruptcy or experiencing severe cash flow problems.
Once these changes were implemented and functioning well, I sought a new
challenge.
1 next became the chief financial officer and a member of the new management team for a corporation operating under Chapter 11 of the
bankruptcy code. As a key player on
this team, I was able to significantly improve the profitability, cash flow, and
productivity of the corporation. This
led to great success and the reorganization of the corporation out of bankruptcy. However, this was finally accomplished by the acquisition of the
company by a corporation that already
had a chief financial officer in place.
My next position was as comptroller for a nonprofit entity. After nearly
20 years in industry with profit oriented corporations, I did not find this environment to be career challenging.
Therefore, I decided to pursue the
CMA certificate.
The preparation tools I used to
study for the examination consisted
primarily of old CMA examinations
and workbooks containing old questions and answers. With the knowledge gained from studying these old
exams and the work experience I had
gained in 20 years, I was able to pass
three parts of the exam at my first sitting. It took me two more times to finally master the total exam.
I found the test to be very challenging and the initial passing of three
parts rewarding. My greatest satisfaction came when I finally passed all
parts of the exam and was recognized
for my accomplishments at a local
chapter meeting.
I am now once again the corporate
controller for a profit oriented corporation. I feel that the studying and preparation for the exam keep me focused
towards a goal and motivated me to return to the private sector.
I would strongly recommend the
CMA examination to all CPAs [who]
have been out of public accounting and
successfully settled into a corporate
accounting position. Studying and preparing for the exam forces you to take
a fresh new look at accounting pronouncements in a manner much differ-

ent from the focus gained at a continuing education seminar.
J.E. Peirce, CPA, CMA

Spring, Tex.

STUDENTSNEEDMORE
THANJUST ACCOUNTING
`Accounting educators are teachers of
accounting, nothing more. If we are to
provide the accounting p
rofessionwith
students who have some exposure to the
skills beyond the base level (of technical
accounting), the exposure will have to be
done by someone else."

Those thoughts, presented by an
Australian accounting educator in the
May 1992 issue of MANAG EMEN TACCOUNTINGO, are the saddest words
ever published in the IMA's 73 -year
history. If Mr. Richards' arguments
are correct, this is an admission of total
defeat, both for students and those
who devote themselves to the rewards
of teaching and education.
Why does IMA test for so much
more than technical accounting in its
CMA examination? Why do financial
executives universally plead for new
hires to have more communication
skills, rather than greater technical accounting knowledge? Why do so many
accountants, who desperately want to
be considered part of the management
team, instead have a "green eyeshade"
image?
The answer to these questions is
simple. Accountants need "communications, interpersonal and administrative" skills more than, not less than
technical accounting knowledge.
I submit that Mr. Richards is taking
a totally defeatist attitude when he
says that accounting educators should
"stick to their knitting," teaching only
debits and credits —while leaving the
rest of the driving to other faculty
members. Is anyone else better qualified to understand what business
needs, what student graduates must
"bring to the party," than accounting
educators? This, however, requires
teachers who themselves understand
business (not just technical accounting) and have had practical firsthand
experience in the business environment.
An educator with no firsthand business experience probably cannot relate accounting to "real - world" business problems. A set of books, leading
to a set of financial statements, is not
created in a vacuum. Accounting is not
the end product of business. AccountMANAGEMENTACCOUNTING /JULY 1992

ing is just a tool to help managers do
their job on the one hand, and on the
other to communicate to outside shareholders and creditors how the business is doing. Accounting is not an end
in itself. Knowledge today of the latest
FASB statements, the most recent AcSec pronouncement, or current SEC
views soon will be out of date. Management accountants, in particular, must
be able to relate the financial reports
they prepare to every aspect of the
business—engineering, production,
sales, and human resources to mention just a few.
If accounting is a tool to accomplish
something useful for business, this requires educators who have a broad understanding of business needs —and
the appropriate role of accounting in
meeting those needs. All too many accounting faculty, with their newly
minted Ph.D.s in hand, have had no
business experience. Put yourself in
the position of a student. Which is
more important, learning what to do,
or why we do it? I trust the answer is
obvious. Yet how can a teacher convincingly explain why, if he or she has
never been on the firing line, never
had to explain expense variances to a
line manager or prepared a cash forecast to see if a payroll can be met?
Equally frustrating for students in
U.S. colleges and universities are faculty members who cannot speak English fluently or clearly. Teachers
must lead by example. Rote learning
may work in Japan. It is totally counterproductive here. Recent Ph.D.s in
accounting with no business experience, and perhaps with English as a
second language, must rely on teaching "technical skills "; they have nothing else to contribute! This is why Mr.
Richards' argument is so devastating.
He accepts the status quo. He is admitting defeat in advance.
Perhaps we can give Mr. Richards
the benefit of the doubt. The study by
Bhamornsiri and Guinn, to which he
refers and from which he draws his
conclusions, deals only with practitioners in Public Accounting.It is possible, although in my opinion not likely,
that the personnel needs of public accounting firms differ from industry. I
can state unequivocally, and with little
fear of contradiction from other management accountants or any financial
executive for that matter, that industry
is looking for broad -based recruits.
Maybe we should let those students
who are "technicians" go to work in
public accounting, leaving the "businessmen" to be hired by the rest of us.
MANAGEMENT ACCOUNTING /JULY 1992
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Are you in a position that's advancing to the rear? Then find out what
hundreds of accountants have discovered. Your best opportunity is to
join ranks with Comprehensive. We've been helping people start their
own practices with our proven systems for over 25 years. So, march
to the beat of a different drummer. Call today for complete franchise
information.

1-800-323-9000
Mimmumrequtremewart $100,000 networthand S25,0DDcash

ComprehensiveBusinessServices,Inc.
1925PalomarOaksWay•Carlsbad,CA92008

The only trouble with this approach is
that it is unfair to the unfortunate 90 +%
of new public accounting hires who ultimately leave and end up in industry.
Basing the entire educational philosophy of accounting education on
the reported "needs" of those few
graduates who ultimately become
partners in major accounting firms is
a travesty. Mr. Richards, there is life
beyond the Big Six!
Alfred M. King, CMA

TOMANDTHE LAW
The principles of Total Quality Management (TQM) are beginning to affect the practice of law in this country.
As a result, clients can expect to receive higher quality legal service at a
lower cost. This should be welcome
news to clients annoyed at billing practices which sometimes border on the
ridiculous and frustrated by attorneys
who do not return phone calls promptly and do not keep promises. Whereas
some law firms will take it upon themselves to improve the quality of service

they provide, other firms will do so in
response to demands from their customers. As corporations raise their
own standards of business practice,
they will expect the same from their legal consultants.
Those law firms that do not adjust
to either internal or external pressures
may not survive in the current business climate. Law firms are being
forced to increase customer satisfaction in order to maintain, or increase,
their market share in the midst of a
shakeout that is currently under way
in the legal services industry. The
present oversupply of attorneys is getting worse (one out of every 350 Americans is a lawyer, two-thirds of the
world's supply), By the year 2000 the
number of attorneys in the United
States is expected to reach one million.
Even for our litigious society that is a
lot of lawyers.
The increase in competition coupled with the decrease in business due
to the recession has placed many law
firms in a financial bind. During the
1980s many firms borrowed heavily
along with everyone else. They hired
more junior lawyers and support staff

than their case load required. In the
1990s these firms are feeling the of
fects of their debt load and excess capacity. Downsizing in law firms is occurring, perks are evaporating, lower
priced office space is being sought.
The traditional collegiality within a law
practice is eroding as partners hold
each other more accountable for each
individual's contribution to the bottom
line.
Clients can take advantage of the turmoil in the legal profession in a number
of ways. Now is a good time to renegodate fee structures. A closer scrutiny of
bills tendered would also be in order.
The New York firm of Skadden, Arps,
Slate, Meagher and Flom recently
agreed to remove a number of charges
from a bill when questioned by their client, including: the $32,000 charge for taxi
fares paid by staffers who worked late,
the $110,000 charge for time spent beside the copier to make sure it didn't jam,
and the $264,000 charge for secretarial
support (these charges were in addition
to the $135.115/hr billed for attorney
time).
As law firms reduce excess capacity, there is a growing pool of legal talent that can be hired to build up inhouse legal staffs. Wider use of an
internal legal department can improve
the return on legal expenses in a number of ways. The cost of routine and repetitive legal work can be reduced, especially when a company's own
clerical and paralegal staff are used
(the billing rate for an outside firm's
secretarial staff averages about
$30 /hr). All hiring of outside attorneys
can be controlled by the legal department. Mediation and arbitration can be
emphasized. Fees and budgets for individual proceedings can be established, performance monitored, and
bills inspected. Cases can be directed
to specialists in particular areas of the
law rather than giving all business to
a single outside firm.
When evaluating the quality of legal
service you are receiving (or any other
type of professional service), consider
including the following criteria:
1. Does the law firm appear to be focusing its efforts on what it does
best?
2. Is there evidence that the firm is attempting to get the job done right
the first time?
3. Are promises kept? Are telephone
calls returned promptly?
4. Are fee structures and billing practices understood and agreed upon?
Do bills contain hidden costs?
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5. Are the steps of a complex case broken down and planned for? Are estimates of time and cost provided?
6. Are the risks associated with proceedings made clear?
7. Does the firm seem cost conscious?
8. Does the firm try to measure its performance? Has someone from the
firm other than your direct contact
asked you if service has been satisfactory and what improvements
could be made?
9. Have your expectations been exceeded?
Each year in Japan nine engineers
graduate from college for every one lawyer. In America, nine lawyers graduate
for each engineer. Given that the practice
of law is one of this country's specialties,
one should expect to receive legal service of the highest quality.
John K Matthewson
Falls Church, Va.

INTERNATIONAL
BUSINESS
I read with great interst the article,
"Management Accounting Problems
in China" in the April issue. The author, Mr. Abdallah, is so correct in his
overall assessment of the advantages
of international business. If more people would read his article, but more importantly listen to his underlying
theme, their companies would be
more profitable in the international
marketplace.
Over the last eight years, I've had
extensive business dealings in Egypt,
Kuwait, and Saudi Arabia. As a result,
one of our joint ventures developed a
financial model to ensure that they
were successful not only technically,
but financially. I was fortunate enough
to have had the opportunity to be part
of that process. Therefore, I really understand and appreciate Mr. Abdallah's article.
0. C. (Russ) Tirella
Littleton, Colo.

THANKSTOAPROFESSOR
As a former student of ProfessorTatikonda, (Promoting the CMA, April 1992), I
am proud to say her contribution to the
CMA program is very effective. I passed
the CMA exam in June 1990, when I was
a senior at the University of Wisconsin— Oshkosh. I share credit for this

achievement with Professor Tatikonda,
as her Advanced Cost Accounting
course was a very comprehensive means
of preparing for it
I applaud Professor Tatikonda's efforts to gain greater recognition for
cost accounting as a career alternative
for accounting majors. Too often, business schools overemphasize financial
accounting in their curriculum and neglect to show students the full spectrum of professional opportunities.
Joanne L. Holland

ENCOURAGEMBAsTO
BECOMECMAs
It's my belief that some corporations /businesses and colleges /universides aren't yet fully aware of the CMA
program and need to be informed
more about the program and its rewards. Furthermore, MBAs should be
encouraged to attempt the CMA examination, since CMA programs cover
most of the materials taught in a good
MBA program, resulting in added
benefits of becoming a CMA.
Nanda Senathi, CMA, CPA
Los Angeles, Calif.

NEEDSSPREADSHEET
HELP
I am currently involved in research regarding errors in spreadsheet applications, and I am trying to obtain any previous studies in this field. Such
research would measure the type and
frequency of errors that occur in
spreadsheets and their possible solutions. If you have any information that
will assist me please contact:
Mike Eccles
Department of Accounting
University of Cape Town
Private Bag
Rondebosch
7700
South Africa
Telephone: 0944 -21- 6503789
Fax No.: 011- 27 -21- 6504085
Mike Eccles

ERRATA
In the photo caption on p. 53 of the
March issue, Frank Lordi of Widener
University was incorrectly identified
as Frank Sardi of Ryder College.
MANAGEMENT ACCOUNTING /JULY 1992

WASHINGTONREPORT
STEPHENBARLAS, EDITOR

DEBATE OVER
GOODWILL STALLS
S &L BAILOUT

SEC CONCERNED
ABOUT BANK
ACCOUNTING
t was a typically unpleasant "Web

come to Washington" for Walter
Schuetze, who took over earlier
this year as chief accountant at the Securities & Exchange Commission
(SEC). The Wall Street Journal published an April 29 article that talked
about the SEC's unhappiness with the
way banks account for sales of investment securities. The WSJ incorrectly
said that the SEC expects banks to use
mark - to-market accounting for that
portfolio. Not exactly true, and the
WSJ did publish a correction a day later. The Financial Accounting Standards Board allows historical cost accounting for that portfolio, although
the FASB is considering mark- to-market at the Commission's urging.
The problem is that too many banks
are turning over their investment portfolios at too rapid a rate, raising questions in the mind of the SEC, according to spokesman John Heine,
whether these are really investment
accounts. FASB standards call for
mark - to-market accounting in trading
portfolios and either mark - to-market
or historical cost in "hold- for - trading"
accounts, whichever results in the lower valuation.
Titre Wall Street Journal article had
to do with banks that file stock registration applications with the SEC. The
SEC's Heine says those applications
are checked on a case- by-case basis
and that the SEC has not make any
broad public statements on when an
investment portfolio ceases to enjoy
that status. In late March, the FASB
voted 5-2 to consider mark - to-market
for both liabilities and assets in investment accounts. This was considered a
victory for financial institutions, which
had been worried that the FASB proposal would be limited to assets.
MANAGEMENT ACCOUNTING /JULY 1992

services. Ireland complained specifically about the Navy program manager
for the since canceled A-12 aircraft
who "cooked the books." According to
Rep. Ireland, the A -12 business and finance manager said the cost estimates
"were based on political considerations." Ireland has proposed legislation to abolish the Army Cost and Economic Analysis Center, the Nary
Center for Cost Analysis, and the Air
Force Cost Center.

PENTAGON COST
ESTIMATES UNDER
FIRE
There is a lot of unhappiness in Congress over the perceived sloppiness of
Defense Department cost accounting
done by the services on major weapons programs. Some on Capitol Hill
believe that DOD program managers
simply accept cost estimates and accounting rationales developed by contractors and that the Defense Department cost analysis offices also accept
those numbers without much independent investigation.
Rep. Andy Ireland (R. -Fla.) has really gone after the cost analysis improvement group (CAIG), which operates
within the office of the secretary of defense. Ireland also thinks the individual costing analysis centers run by the
Army, Navy, and Air Force "are the primary vehicles for producing estimates
that are camouflaged" as being independent but are actually subject to political influence by higher -ups in those

It is not too often that arcane accounting practices occupy center stage on
Capitol Hill, but that is the case with
the use of goodwill by savings and loan
institutions. The 1989 law that created
the Resolution Trust Corp., which is
responsible for the bailout of the tenuous S&Ls, forced S&Ls to eliminate
any goodwill from core capital by 1994.
S&Ls cannot use it at all to meet the
current 1.5% tangible capital requirement. During the 1980s, hundreds of
S&Ls picked up more than $30 billion
in goodwill when they took over other
hurting S&Ls. Regulators told those
supervisory banks they could write off
that goodwill over 30 or 40 years while
using it when computing their net
worth or capital. Now some of these
"supervisory" S&Ls are having trouble
meeting capital requirements themselves.
Rep. Bill McCollum (R. -Fla.) wants
to give them breathing room by having
the Office of Thrift Supervision (OTS)
buy that goodwill with cash. McCollum figures it is better to keep those
weak S&Ls around in the hopes they
will right themselves rather than have
the RTC close them and use federal
funds to pay off depositors. As of April
1 the RTC did not have any more
funds. The Senate has passed a bill giving the RTC $42 billion more on top of
the $88 billion it previously received.
Similar legislation (H.R. 4704) was defeated on the House floor because of
a decision by the Rules Committee to
prohibit amendments, one of which
would have been introduced by
McCollum.
■
Stephen Barlas is a journalist with more
than 13 years of experience reporting
from Washington, D.C.
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Take a closer look at some of the best
notebook computers and it's easy to see
why�the�prognosis�is�so�good�—they

each have an Intel SL microprocessor.
The Intel SL gives each of these unique

notebooks a leg up, because it was designed specifically
for the stop -and -go world of mobile computing.
For example, the Intel SL has an instant on/off feature
01992 Intel Corporation. The Intel Inside logo, Inte[386 and (be SL logo arc naddnerks of Ism] Cutponnim Intel SL
mfcmpraocssDH in thisad art lager thm actual sin. W Wuld Report, Febrwry 1992. Based on user profiles with
power tmnagemeHt faturea enabled.

at the hecifl

that eliminates long boot -up and sr ut -down sequences. If
you're interrupted,
Stop - and -Go Battery Life'
the Intel SL holds
1011
10
your place and
puts your entire
9
9
.8
system into sus.7 6
pended animation,
Average 386 SX
Intel SL
using virtually no
4.8 hours

8.3 hours

:z

ofaffthebestnotebooks.
Then watch for notebooks with the Intel SL. Because
nothing else is worth looking into.

Circle No. 3

in

power and significantly extending precious battery life.
The Intel SL is a more highly - integrated microprocessor, which means lighter, more feature-rich
notebooks that come in speeds up to 25 MHz. No wonder
major manufacturers are prescribing the Inte1386°SL
microprocessor as a cure for traveling hassles.
Call 1 -800- 228 -4549 to receive more information and
a complete list of Intel SL -based notebooks.

The Computer Inside:-

COMPUTERS
&ACCOUNTING
HARDWARF.ISOFTWARE REVIEWS

CLAIREBARTH,EDITOR

ACCOUNTMATE 3.1
ccountMate 2.0 PLUS IV from
SourceMate was reviewed in
MANAGEMENTACCOUNT
ING@ in January 1990. In that review,
Annette West noted the availability of
the source code version of Account Mate, the free technical support, and
the system abilities. Now the folks at
SourceMate are offering their version
3.1. The latest version offers look -up
windows, point and shoot features, and
extensive reporting capabilities as well
as a smoother installation process and
a comprehensive, full- featured accounting package at starting prices
comparable to last year's. I reviewed
the basic modules— General Ledger,
Accounts Payable, Accounts Receivable, Payroll, Purchase Order, Sales
Order, Inventory Control, and E -Power Professional, the contact manager.
Installation was fairly straightforward because the procedure has been
updated. The install program creates
the necessary subdirectories on the
hard drive. The files are shipped in a
compressed mode and are decompressed automatically with the system's PKUNZIP.EXE utility. Our test
platform was an IBM XT with a
4.77MHz clock. Installing the compiled version took about 20 minutes;
the source code version, considerably
longer. Although the package operates fine on an XT, for the sake of processing speed it's not recommended.
There will be a great deal of overhead
in any package as detailed as Account Mate 3.1, and that calls for an AT -class
computer or better. If you have a 286
processor with a 16 MHz clock as a
minimum, you won't waste a lot of time
opening and closing files, initializing
all of the company variables, and printing month-end reports.
Adequate hard drive capacity is a ma14

jor consideration specially for the
small organization that is growing up to
the high -end systems. The eight modules being reviewed occupied 15MB in
program files alone! One hundred titles
from your chart of accounts will occupy
61K of space. Ten thousand transactions
posted to the general ledger will take up
1MB. One hundred vendors in Accounts
Payable occupy 132K, and 100 customers in Accounts Receivable will take 83K
of hard drive space. Consequently, if you
install these eight modules onto a 20MB
hard drive, you will soon outgrow it.
The General Ledger program provides for financial tracking and for reporting based on a 12- or 13 -period cycle. It retains budgets for prior and
current year and allows for projection
of next year's budget by period. More
than 200 management reports are possible, and the module comes with a
built -in custom report generator.
Payroll handles withholdings and
deductions for an unlimited number of
salaried, hourly, and time -card employees and independent contractors.
It provides deduction tables with related tax information for each company
(up to 99 separate companies). Payroll
tracks overtime, sick leave, vacation,
and personal time for all employees
and calculates employer tax liabilities.
Payments can be posted and applied
and reports printed on a state -by -state
basis.
Accounts Receivable handles computer, handwritten, and prepaid invoices.
Multilevel pricing, finance charge assessment, and UPS COD tag printing also are
featured, along with customer notepads
and unlimited number of multiple customer shipping addresses. Reports include Period Analysis Report, Salesperson Sales Quota Report, and Cash
Refund Report.
The Accounts Payable module
records payable invoices and payments

to vendors, prints checks, processes
handwritten check information, voids
checks, records finance charges, handles 1099s, and maintains a user - selected
priority rating for vendors, payable invoices, and check printing. The module
supports 10 checking accounts and can
report outstanding checks. It further supports a notepad for each vendor and
prints vendor labels.
Purchase Order creates and approves quotes that can be converted
automatically to purchase orders. It
records received goods and maintains
inventory and vendor data. It tracks
back orders, period - to-date history,
credits, and finance charges. Orders
remain open until every item is received. When integrated, Purchase Order shares an inventory file with Sales
Order and Accounts Receivable.
The Sales Order module allows for
multilevel pricing. It tracks inventory
on hand, booked, and shipped, as well
as back orders, order status, and customer data. The module maintains
multiple customer shipping addresses
and two sales tax levels per customer,
and the quote function allows customer quotes to be created, stored, retrieved, and printed.
Inventory Control allows four inventory cost methods —LIFO, FIFO,
average cost, and specific identification (serialized inventory). When it is
integrated with the Sales Order module, sales orders can be shipped using
the four cost methods. Inventory/Material Transfer allows for transfer of an
inventory item to a material item or
vice versa. The built -in conversion table offers convenient look -up of the
possible conversion formulae for inventory items and bills of materials.
The Purchase Price Variance Report
searches for the best price per material or inventory item from multiple vendors. The Serial Number Report provides information on both used and
unused serial numbers. Inventory
Multilevel Price Update provides a
mass update to a user - specified range
of inventory items.
The E -Power module provides sales
automation and contact management
through a seamless linkage with the
AccountMate Sales Order Module.
Next -action task listing and a full client
history are available on screen. Data
retrieval may be by first letter, number, partial name, or eight user - defined
fields. E -power provides automatic dialing by on- screen selection and modem support. The call is documented
automatically in the client's call history, and unlimited free -form notes are
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provided for each contact Multiple
contacts within a company can be displayed on screen. Quick View windows allow for viewing and editing any
part of the database without leaving
the contact screen. A sophisticated
word processor is capable of mail
merge and allows import from or export to most popular word processing
packages. More than 60 data fields can

be defined by the user.
All of the AccountMate modules are
available in their source code version.
Compatible compilers include Fox BASE+, Fox PRO, Clipper Summer'87
with Alink or Blinker, and Clipper 5.01
with RT Link.
SourceMate stresses modifiable
business software and supports a
network of 2,500 value -added resell ers (VARs) nationwide to tailor the
package to specific requirements
and to service AccountMate users.
For example, Jose Zouain of Zeta
Concepts, Inc., Miami, Florida, a
SourceMate VAR, has produced a
foreign -language version , Spanish
AccountMate. Lance J. Raab of Ideal
Software, Inc., Tampa, Florida, offers BankRec, a bank reconciliation
program integrating with AP, AR,
and PR. BankRec allows the reconciliation of multiple bank accounts.
Vertical market and add -on modules
exist for Time and Billing, Fund Accounting, Job Cost, Construction,
Point of Sale, Property Management, Waste Management, and so
on. For example, CaseMate from Data Enhancement , Inc., Manhattan
Beach , California, is a dBase III program compiled in Clipper and net -

workable. It provides time and billing, trust fund accounting, case
status reporting, statutory scheduling, and a tickler file for law offices.
The ability to build on a module basis and continue to adapt through modification, with the support of a local expert, makes the AccountMate line of
modules, verticals, add -ons (forms,
too) the most versatile and cost effective package on the market. Accounting has always been a dynamic profession. A necessary tool in the profession
is the ability to maintain information
and volumes of transactions at the lowest cost. Obviously, computers are the
tool of choice. The predicament occurs
when the user hopes to purchase the
biggest bang for the buck on the hardware scene and complements it with a
limited accounting system. Invariably,
the comp an y o utgro ws th e system,
and a co stly con version takes p lace.

Richard Buftkin of Technical
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Computer Applications, Inc., Merritt
Island, Florida, stressed the importance of a dynamic accounting system such as AccountMate when he
said, "If you have a budget problem
you have to buy a little more in software and as little as you can get away
with in hardware." The rationale behind this statement is best understood by considering the underlying
volume involved in accounting. He
continues , " It is no big deal to gut a
box and put another one in. It's a real
big deal to put eight hundred customers back in and seven hundred

inventory items back in while you're
running in parallel ...the whole time
your company is marching on."
AccountMate is available in both
single -user and multiuser versions
ranging in price from $295 to $595. For
more information, contact SourceMate
Information Systems, Inc., 20 Sunnyside
Ave., Mill Valley, CA 94941 -1828, or call
(415) 381 -1011; fax (415) 381-6902.
Angelo Albenzi
Mid - Florida Chapter
Winter Springs, Florida
Circle No. 34

Choome the line ofcredit that
d vesyou u a wall.
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Suddenly, it's tight in front of you — the perfect investment. And when Wall Street calls, a
line of credit from Security Pacific Executive! Professional Services helps you answer on the first ring.

Designed just for the Institute of Management Accountants.
That's right. This is theonly line of credit developed exclusively for the Institure of Management
Accountants. In other words, perfect for you.

Get up to $20,000 or more with two little words.
Your signature. That's all we need. And you'll have the flexibility to use the money for any.
thing you want.
$20,000. An impressiveamount that can help you do someimpressivebusiness. Take advantage
of that irresistible investment, Study education opportunities. Or splurge on that special something
that you simply can't resist. Just write one of the free checks we'll provide, or call our office.

Our service will make you smile.
dedication
to customer
service
means
wereaeasy
toguarantee:
work with. That'
s why
you
can 2
yourOur
credit
line by mail.
And that'
s why
we offer
loan
If you'
re not
comp:
1 lyfor
py
with your first cash advance, just return the funds within 30 days. There's never any risk.

The best credit line at the best rate.
How about an interest rate that's only 6.4 % over the prime rate? Simply put, that's one of
the best rates for unsecured funds you can find. Plus, there are no application fees, annual dues,
or prepayment penalties.

Start getting more out of life today.
Getting started is easy. Just call us toll -free at (800) 274.6711. We'll rush an application to you.
Then get ready to scale the wall — and come out on top,

C SECURITY PACIFIC
PEXECUTIVE/PROFESSIONAL SERVICES
14201 East 4th Avenue, Aurora, CO 80011
Security Pacific ExecutivelProfessional Services, Inc. Is an equal opportunity lender. Approval of all loans, regardless of amount,
Is sublecl to its normal credit pollcies. To cover the administrative costs of arranging the national p gram, the Institute ceives
a ama I fee. The offer should not be construed as an endorsement by the Institute of the lender or any other products or services
Included in the Group Discount Program. Credit Ones available to members residing In most of the 48 contiguous United States.
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AGE - WEIGHTED
PROFIT-SHARING
PLANS
rofit- sharing plans have
been popular since
their inception for the
following reasons:

I?

■ Employers are not
bound to make a
specific plan contribution every
year, unlike defined benefit plans
and other defined contribution
plans. Each year's contribution level is entirely at the employer's discretion— from 0% to 15% of covered
payroll. Profit-sharing contributions are allocated to individual employee accounts as a proportion of
an employee's compensation to total covered payroll. If in a given year
a nine percent profit-sharing contribution is made, an employee who
earned $20,000 will have an $1,800
($20,000 x 9%) allocation.
• Individual employees' account values are easy to understand. They
are the present value of accumulated allocations and their investment
earnings.
• Contributions are tax deductible
and individual accounts grow tax deferred. Employees pay income
tax on distributions as they are received. Many employers feel that
profit - sharing plans motivate employees to increase productivity.
The major objection to traditional
profit-sharing plans is that older employees do not have enough time to accumulate a sufficient retirement in-

come. Two employees with the same
compensation receive the same allocation. On the surface this does not appear to be a problem. However, if one
of them is much closer to retirement,
that employee's profit - sharing account
will enjoy fewer compounding periods.
Without sufficient time for compound
interest to work its magic, the account
may not provide an adequate retirement fund. Company principals are often particularly sensitive to this because generally they are older than
their employees.
Defined benefit and target benefit
plans directly recognize age as a factor
in determining contributions. Many
employers today stay away from defined contribution plans because of
their high administrative costs and
complexity. Target benefit plans do
not allow flexible annual contributions.
Thus, many employers are reluctant to
make a commitment to them.
On September 9, 1991, the Internal
Revenue Service issued final regulations (401(a) (4)) for age - weighted
profit - sharing plans. These plans have
the flexibility of profit-sharing plans
and make allocations on factors other
than compensation, such as age. They
test for nondiscrimination based on retirement benefits. Older employees
who have fewer years to accumulate
funds are permitted a much larger allocation than a younger employee with
the same compensation.
Table 1 assumes a 15% profit -sharing contribution is made. Covered
compensation is $230,000, and there
are two employees, each earning
$115,000. Using the traditional profit- sharing approach, each employee's profit- sharing allocation is

TABLE 1
age

traditional method
salary
allocation
$1115,000
115,000
_

57
30

it,

$17,250
17,250
$34,500

a e -wel hted method
weighted salary allocatlo
$475,936
178,810

$25,078
9,422
$ 3 4 , 5 0

$17,250. The fact that one employee
is 57 and has only eight years until
retirement is not considered in the
traditional method.
The age- weighted, profit - sharing
plan does recognize age differences. It
does so by computing a weighted salary by multiplying each employee's
compensation by an age factor. Allocations are determined as a proportion of
an employee's age - weighted salary to
the sum of age- weighted salaries.
In the Table 1 example, the 57 -yearold employee has a weighted salary of
$475,936 compared to $178,810 for the
30- year -old. $475,936 is 72.69% of the
$654,746 sum of weighted salaries. Using the age - weighted method, the 57year -old receives an allocation of
$25,078, which is 72.69% of the $34,500
contribution to the plan. Similarly, the
30-year -old has a weighted salary of
$178,810, which is 27.31% of the sum of
weighted salaries. Thus, the 30 -yearold's allocation is $9,422 (27.31% x
$34,500). Age- weighted, profit - sharing
plans award both allocations and forfeitures using this method.

CONSIDERATIONS
When key employees receive more
than 60% of the total contribution, the
plan is considered top heavy. Top heavy profit - sharing plans must allocate at least three percent of compensation to all nonkey employees in all
years that a contribution is made to the
plan.
Small firms are more likely to run
afoul of top -heavy rules and still
choose the age - weighted option. Table
2 illustrates a top -heavy plan for a firm
of six employees. The employer, age
57, chose the age - weighted plan even
though a top -heavy adjustment would
be required. Under the traditional
method, the principal's allocation
would have been $12,750, representing 36.48% of the year's plan contribution of $34,950. (There is no violation
of top -heavy rules using a traditional
plan.) This employer preferred to
skew benefits towards older employees. Surprised?
The age - weighted plan would increase the principal's allocation to
$26,583. Because this represents
76.06% of the plan contribution, a top heavy adjustment is required. The adjustment is not hard to take, however.
The principal's allocation is reduced
only $264 to $26,319. This reduction
corresponds to the increases in the 26and 22- year -olds' allocations. $570 is
three percent of these employees'
MANAGEMENT ACCOUNTING /JULY 1992

TABLE 2
traditional method
age
57
43
34
31
26
22

salary

allocation

$85,000
40,000
35,000
35,000
19,000
19,000

$12,750
6,000
5,250
5,250
2,850
2,850
$34,950

age - weighted method
weighted
adjusted
salary
allocation
allocation
$351,779
52,832
22,184
17,368
6,270
4,524

$26,583
4,284
1,798
1,409
509
367
$34,950

$26,319
4,284
1,798
1,409
570
570
$34,950

CPAs
CMAs
ClAs

TABLE 3
age
57
43
34
31
26
22

traditional
allocation

age- weight
allocation

top -heavy
allocation

$12,750
6,000
5,250
5,250
2,850
2,850
$34,950

$26,583
4,284
1,798
1,409
509
367
$34,950

$26,319
4,284
1,798
1,409
570
570
$34,950

$19,000 compensation; thus the plan
flies.
Although the principal in the above
example wanted to maximize his allocation, there is also a concern that employees may not value the plan. This
can be partially remedied by using a
floor allocation. Table 2 illustrates allocations for a five percent floor plan.
Every employee receives at least
five percent of compensation. This always would be the case unless the total
contribution was less than five percent
of total payroll. The principal's allocation is reduced to a still acceptable
$25,218. The employer also could have
chosen to have a portion of the plan
contribution allocated in proportion to
compensation and the remaining contribution allocated on the basis of age.
Like other profit - sharing plans, the
maximum plan contribution is 15% of
covered compensation, and the maximum individual account allocation is
25% of an employee's covered compensation up to $30,000.
It is possible to combine 401(k) and
age- weighted plans. But it works best
when a company does not plan to
make near maximum 15% contributions to the age- weighted plan. Remember, the maximum aggregate
contribution for both employer and
employee contributions for both plans
is limited to 15% of covered payroll. It
would not make sense to combine
plans if employees are limited in their
ability to contribute to the 401(k) plan
MANAGEMENT ACCOUNTING /JULY 1992

5% floor

allocation
$25,218
4,284
1,798
1,750
950
950
$34,950

because of near maximum profit-sharing contributions. A rule of thumb: A
10% limit on an employer's profit -sharing contribution still allows employees
to defer five percent to their 401(k) account.
Businesses can change an existing
plan to an age - weighted profit - sharing
plan through an amendment. A money- purchase or target-benefit plan requires a complete restatement to make
the change. Participants would receive
full vesting in their account balances
from the previous plan. Moving from a
defined benefit plan requires a formal
termination under actuarial supervision. As in the above case, participants
fully vest in the accrued benefits of the
previous plan.
Age- weighted profit - sharing plans
are an idea whose time has come.
They favor older plan participants, offer employers funding flexibility and
control, and provide the simplicity of a
defined contribution plan and individual employee accounts. As with any
other employee benefit plan, no one
plan design is an answer for all companies. Increasingly many employers are
finding age - weighted profit - sharing
plans do work for them.
■
Arnold J. Chassen, CLU, ChFC, consults
on employee bengftts and executive per quisite plans. His office is in Philadelphia, Pa., and he can be reached at
(215) 877-8383.
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MANAGINGYOURCAREER
'HOW CAN I SPEAK WITHOUT NERVOUSNESS ?'

ROBERTHALF,EDITOR
After years in management accounting (I hold both a CPA and a CMA), 1 decided
to make a move into the public sector and have been hired by a major accounting
firm in California. This new position will involve less hands -on and more administrative duties. It's a wonderful opportunity for me but 1 am viewing it with some apprehension. During my interviews with the firm, it was pointed out repeatedly that
my predecessor, who took early retirement, had been a tremendous asset to the firm's
marketing and public relations efforts. He was a superb public speaker, and much
in demand on the speaker's circuit. I haven't given many talks in public before, but
the few times 1 have, my nervousness leading up to the event was painful. 1 simply
an not a good public speaker but 1 suppose 1'd better become one. 1 know you give
speeches all over the country, Mr. Half. Any tips to avoid knocking knees and dry
mouth?
sympathize with you. Standing up in front of a group of
people and hoping they "buy
you," and more particularly
what you have to say, can be
nerve-wracking. Even the
most skilled and experienced
speakers confess to a certain amount
of jitters before stepping to the podium. In fact, being slightly on edge is
beneficial. It keeps you from becoming
complacent and contributes to the necessary energy to come across with
conviction.
But you're talking about something
beyond the limits of pre-speech tension.
Many psychologists offer advice
about dealing with your nervousness
before making public appearances. If
your situation is serious enough to
warrant seeking such help, by all
means do it. But there 's a series of
steps you can take on your own to help
build confidence in yourself and in
your subject matter.
First, keep in mind that your audience —any audience—is not the enemy. It wants you to succeed because if
you do, you will have provided an enjoyable and informative talk. Unless
your subject deals with something
highly controversial, the audiences
you face will be friendly, not hostile.
Make sure the clothing you wear is
in tip-top repair. I've seen good speakers unnerved because of something as
simple as a missing button . They think
about that and are distracted from
what they're saying.
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Arrive at the event in time to mingle
and keep your ears and eyes open. All
effective speakers have a knack for establishing a personal bond with an audience. Injecting some last - minute personal observations from having talked
with members of the audience before
you speak is an effective way to accomplish this.
Avoid trying to be funny if you
aren 't a naturally funny person . Speakers whose humor falls flat at the beginning of a talk have a difficult time reestablishing control.
In line with arriving in time to mingle and to make observations, do what
research you can on the group you're
addressing. Understand its concerns
and keep them in mind as you prepare

your speech. That doesn 't mean pandering to them. To the contrary, an audience generally picks up on that very
quickly. But you can put a twist on
some of the points you are making that
reflect your prior knowledge of the
group's agenda.
Never take your introduction for
granted. The right kind of introduction
sets the state for a successful speech.
Take the time to confer with the individual who will be introducing you,
and don't be reticent to suggest changes and additions. Many speakers write
their own introductions. This does not
cause resentment.
Attempt to distill the major points
you want to make to as few as possible.
Building a speech around a central
core idea almost always works best.
Devote sufficient time to writing
your speech and rewrite it as many
times as necessary to get it right. This
doesn 't mean you 'll read what you've
written . In fact, that is usually counterproductive. Instead, create a speech on
paper that represents what you want to
get across and how you wish to say it.

Then go over it time and again until its
second nature.
If you ' re afraid you'll forget the
points you wish to make, condense
them to three- or four -word phrases on
index cards. If you know your material
and have worked it over enough, those
few words will be all you need to
launch into major subject areas.
Rehearse! Use a tape recorder or a
video camera. And don ' t attempt to
perfect your speaking style in a vacu-

um. Rehearse your speech in front of
som eone whose judgm ent you trust.
Many unsure speakers fall back ex-

cessively on visual aids. The old rule
about how many visual aids to use is
to not use them at all, unless they truly
contribute som ething to your presentation. People have come to hear you
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speak, not to watch movies or slides.
Finally, seek whatever professional
help you can. There are programs in
most communities that are designed
to make people better speakers. If you
feel you need it, invest in one of them.
That investment may be one of the
most important in your professional
life.
■
Mr. Half is founder of Robert Half International, Inc., a financial 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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TAXES
ARE YOUR TAX
PREPARATION FEES
DEDUCTIBLE?

ISRAEL BLUMENFRUCHT, EDITOR
he IRS recently issued
a new Revenue Ruling
on the deductibility of
income tax preparation fees paid by individual taxpayers. This
new ruling is particularly significant because it reverses the
accepted position followed by CPAs,
accountants, and tax preparers with respect to the deductibility of these fees.
It also reverses a previous Revenue
Ruling issued by the IRS in 1970.
Prior to the passage of the Tax Reform Act of 1986, individual taxpayers
generally deducted the entire cost of
preparing their individual income tax
returns as a miscellaneous itemized
deduction. Indeed, when many CPAs
and other tax preparers presented
their clients with a bill for their tax services, they would console them with
the words, "the fee is tax deductible."
Since 1987, however, such tax preparation fees can be deducted only to
the extent that these fees and other
miscellaneous itemized deductions exceed 2% of adjusted gross income
(AGI). Because the number of individual taxpayers who itemize their deductions has declined due to the increased
standard deductions amounts allowed
to individual taxpayers, most taxpayers cannot deduct the cost of their tax
preparation fees. Under no circumstance, can these fees be claimed as an
above - the -line deduction in computing
AGI.
However, under the new Revenue
Ruling, this may change. In essence,
sole proprietors and self - employed individuals who are required to file a separate Schedule C with their personal
income tax return will be allowed to
deduct the cost of the preparation of
their individual income tax return. The
expense is properly allocable to the
preparation of the accompanying
Schedule C as an above - the -line deducMANAGEMENT ACCOUNTING/JULY 1992

tion in arriving at AGI. The same allocation rule applies to taxpayers with
rental and royalty income who are required to file a Schedule E and to taxpayers with farm income who must file
a Schedule F. It is assumed that the
costs of preparing related schedules,
such as the self - employment and depreciation schedules, are similarly deductible. Any allocable expenses in
preparing state and local income taxes
relating to these sources of income will
be treated in the same manner.
Furthermore, the IRS has reversed
its previous position established in
1970. It specifically states in the Revenue Ruling that any expenses and
costs incurred in resolving asserted
tax deficiencies by the IRS relating to
these sources of income also can be
deducted from AGI.
As a result of this new ruling, even
taxpayers who do not itemize their deductions now may be able to deduct at
least a portion of their tax preparation
fees and costs if they file Schedule C,
E, or F with their return. Taxpayers
can make this allocation because all
expenses relating to these sources of
income are deductions for AGI and equity dictates that the tax preparation
fees associated with determining the
respective tax liability also should be
treated as a deduction for AGI.
The following Revenue Ruling example illustrates the new rule. Assume
Mr. Taxpayer operates a consulting
business as a sole proprietorship. During 1992, Mr. Taxpayer pays Mr. Professional, a CPA, $500 to prepare his
federal income tax return. Of the $500
paid, $200 is properly allocable to preparing Schedule C relating to Mr. Taxpayer's consulting business. The remaining $300 is properly allocable to
preparing the remainder of Mr. Taxpayer's federal income tax return. During 1992, Mr. Taxpayer also pays Mr.
Professional $800 for services rendered in resolving asserted tax deficiencies for a prior tax year relating to
the business income of Mr. Taxpayer's
sole proprietorship.
The Revenue Ruling states that in
determining Mr. Taxpayer's AGI, he
may deduct the $200 expense for preparing Schedule C as a deduction for
AGI as well as the $800 expense for resolving the asserted tax deficiencies
relating to the business income of Mr.
Taxpayer's sole proprietorship. Mr.
Taxpayer may deduct the remaining
$300 tax preparation expense as a miscellaneous itemized deduction subject
to the 2% of AGI limitation.
This Revenue Ruling is effective ret-

roactively. Thus, taxpayers who paid
tax preparation fees or incurred costs
related to deficiency assessments in
prior years can file for a tax refund. For
eligible taxpayers, refund claims could
be made for the three previous tax
ye w!
While this new ruling is clearly a
victory for the taxpayer, it opens a new
area for contention and dispute between the taxpayer and the IRS. Certain issues remain unclear and unresolved. For example, how does one
determine how much of the cost of a
tax preparation fee is allocable to
Schedules C, E, or F?
Another area of uncertainty relates
to Schedule E. The Revenue Ruling
specifically states that only those costs
relating to rental and royalty income,
which are reported on Part I of Schedule E, are covered by this new ruling.
Parts II, III, and IV of Schedule E relating to income generated from partnerships, S corporations, estates and
trusts, and real estate mortgage investment conduits are not covered by this
ruling. Therefore, the treatment of tax
preparation costs relating to these
items is uncertain.
As a result of this new Revenue Ruling, all taxpayers filing Schedules C, E,
or F with their personal income tax return and paying a fee to a CPA, accountant, or tax preparer now may allocate
a portion of the cost as a deduction for
AGI. These taxpayers should consider
filing refund claims for previous years
because the Revenue Ruling can be applied retroactively.
■
Israel Blumenfrucht is associate professor of accounting at Queens College.
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NEWS
KATHY WILLIAMS, EDITOR

U.S. COMPANIES
MUST OPT FORHIGH
QUALITYTO REMAIN
COMPETITIVE
ursuit of quality has
been uppermost in
the advice offered
companies striving for the
competitie edge, but U.S.
organizations haven't
moved very quickly in implementing fundamental
improvements. They must
pick up their pace and focus
on a few strategic actions instead of trying to do everything at once, or they will
continue to operate in the
same manner and not improve their profitability and
productivity. These were
key conclusions released
last month from a study by
Ernst & Young and the
American Quality Foundation of past, present, and future international quality
management practices.
The International Quality Study (IQS) was conducted with approximately 600
groups in four industries— automotive, banking,
computers and peripherals
(excluding software), and
acute care hospitals —in the
United States, Canada, Germany, and Japan. The main
purpose of the study was to
track improvements over
time and create a worldwide
database of quality management practices in the manufacturing and service sectors. The resulting database
contains more than 1.5 million pieces of information
20

and will be expanded as additional companies participate in the project.
As part of the process of
developing the survey,
Ernst & Young and the
American Quality Foundation asked executives in focus groups how quality was
defined in their industry,
what management practices
were geared toward achieving quality, and what information would be most valuable to them. This feedback
was combined with an intense review of the literature on quality and an analysis of strategic quality
criteria in the Malcolm Baldrige National Quality
Award, the Deming Prize,
the ISO 9000 series standards, and the Profit Impact
of Market Strategy (DIMS)
framework. Project members focused the survey on
business organization,
product and service development, delivery process
and customer satisfaction,
quality and strategic positioning, and culture.
Across the board, manufacturing companies are
more aware of and have
done more to implement
quality techniques than service companies, but the service groups plan to make
great strides in the next
three years, according to
study results. U.S. companies, in particular, say they
are forging ahead. More are
setting up a variety of quality teams to improve overall
performance: departmental

improvement teams and
quality circles, cross -functional improvement teams
that cover the entire operation, self - managed work
teams, and task teams that
focus on specifics.
In addition, the percentage of computer companies
that plan to focus their use
of technology on meeting
customer expectations is
expected to increase from
2096 to 50% in three years.
More automotive companies will include customers
in their design teams -439
in three years as compared
to 2096 today. Only 28% of
employees in the banking
industry regularly attend
quality meetings now,
whereas that figure is expected to be 52% in three
years. As for hospitals,
American hospital executives hope that in three
years 58% of the medical
staff will understand the
hospital's strategic plan instead of the less than 10%
who do today. 'Mese optimistic forecasts by American companies hold true
across virtually every key
quality indicator. If American business can actually
deliver on these promises, it
would make a sensational
transformation," Joshua
Hammond, president of the
American Quality Foundation, explained.
How do the companies
compare internationally? In
the area of using feedback
from customers and suppliers, the Germans and Japanese consider customer
complaints far more often
than do American or Canadian companies. Take computer companies, for instance. The Germans and
Japanese expect that the
percentage of companies
placing major importance
on customer complaints as
a quality measure will rise
from 60% to 80% in three
years, while American and
Canadian companies expect
an increase to 40% from 30%
now.
In addition, American
companies say they are

working toward closer relationships with their suppliers, but not when it comes
to identifying opportunities
to develop new products.
"With speed - to-market as a
make -or -break issue in the
manufacturing industries,"
Mr. Hammond stressed,
"U.S. companies need to
look closely at lost oppurtunities in their supplier relationships."
In the service area, U.S.
and Canadian banks and
health care facilities have
decided to use formal quality tools such as business
process improvement, flowcharting, and cause-and-effect analysis much more often. Also, hospitals plan to
focus more on defining who
the customer is and how to
meet his needs, especially
in the nonclinical technology area, and banks will
concentrate more on establishing a core relationship
with their customers and
set up "relationship training" for their employees.
Complete findings of the
study are contained in four
industry- specific reports,
one each for banks, acute
care hospitals, automotive/primary component
manufacturers, and computer /peripheral equipment companies. They cost
$35 each and may be obtained from the American
Society for Quality Control,
P.O. Box 3066, Milwaukee,
WI53201 -3066, at 1-800 -2481946.

ROBERTHALFTOJOB
SEEKERS:DON'TLOSE
HOPE
lthough the job market outlook for recent
college graduates is
the worst in 20 years, this
group of job seekers
shouldn't lose hope, according to Robert Half, founder
of Robert Half International
and popular author and columnist. Flexibility is more
critical than ever, he stresses, and they should keep in
mind that they might have
MANAGEMENT ACCOUNI7NG /JULY 1S!JZ
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to take a temporary job that
could lead to a permanent
one, they may have to relocate to find better opportunities, and they may have to
accept a lower starting salary than they anticipated.
Nevertheless, they do have
a good chance of finding a
job. He offers this advice:
• Follow the opportunities.
Investigate geographic
markets and industries
that are experiencing
growth, such as export
manufacturers in the
Midwest, businesses in
the Pacific Northwest
and parts of Texas, and
companies in health care
and information systems.
• Prepare several resumes.
Vary the positions being
sought, and highlight
the skills applicable to
each. Don't make the resume too general, but
make it factual. Play up
leadership and communications skills in addition to experience /education. If you really want
MANAGEMENT ACCOUNTING /JULY 1992

the job for which you are
applying —ask!
■ Consider smaller companies.The bulk of new
jobs are being created in
companies with fewer
than 20 employees, while
there is a decline in hiring by those with more
than 1,000. No longer is
the Fortune 500 the only
way to begin a career.
Job seekers also must realize that temporary employment among nonclerical professionals is
growing, especially in light
of corporate downsizings,
increased cost of health
benefits, and uneven work
flow. In fact, 78% of U.S.
companies are likely to hire
specialized, professional level temporary workers,
particularly in accounting
and finance, law, and health
care fields.
Another group has published a valuable job - change
manual for people who want
to get their resumes into the
right hands, for companies
who want to provide out-

placement service, and for
executive recruitment. This
guide contains names, addresses, and specialties of
more than 2,300 search
firms in the United States
and includes valuable job hunting tips as well. The
700-page Directory of Executive Recruiters is available
for $39.95 from Kennedy
Publications, 21 Templeton
Road, Fitzwilliam, NH
03447.

SMALLBUSINESS
OPTIMISM IS HIGH
ow inflation and strong
first - quarter sales
boosted small business
owners' optimism to the
highest level in three years,
the National Federation of
Independent Business disclosed in the findings of a
recent survey. NFIB's small
business optimism index, a
gauge of "Main Street" entrepreneurs' attitudes, reversed a year-long slide and
gained four points to hit
102.2 (base 100), a mark not

achieved since January
1989, NFIB President and
Chief Executive Officer
Jack Faris said. "There are
good signs everywhere for
small business," he emphasized. "Inflation and interest
rates are low, consumers
are returning to the stores,
and there are some indications that hiring will pick up
soon."
Among other survey
findings, regular borrowing
remained low and will continue to do so even though
more banks are willing to
lend to small businesses,
plans to raise prices are no
longer in effect, small companies expect to make more
capital expenditures in the
coming months, but few are
planning to hire many new
employees or restock their
shelves and accumulate
large inventories.
For information about
the survey results, contact
Terry Hill or Angela Jones
at the National Federation
of Small Business, (202)
554 -9000.
■
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ETHICS
NEILHOLMES,EDITOR

HISTORY OF MORAL
AND ETHICAL
EDUCATION
BYNAMES W.BRACKNER
ave universities failed to educate
accountants and other professionals?
Derek Bok, president of Harvard
University, in his book Beyond the
Ivory Tower Social Responsibilities of
the Modern University makes the point
that: "...virtually every business executive and lawyer, every public servant
and physician, every politician and engineer will now pass through our colleges and probably through our professional schools as well. "'
Can these schools have an impact
on ethical behavior? What has been
the history of moral education in colleges and universities? The following
is a summary of Mr. Bok's book.
During the 19th century, universities
considered the moral development of
students to be an integral part of their
mission and devoted great efforts to this
end. Many college presidents presented
a compulsory series of lectures on moral
philosophy to the entire senior class. In
addition, efforts were made to surround
students with living examples of rectitude and principled behavior. University
presidents placed great emphasis on the
character of candidates in appointing
professors to their faculties. In his inaugural address as the president of Yale
University in 1871, Noah Porter declared: 'Me most efficient of all moral influences in a college are those which proceed from the personal characters of the
instructors ... A noble character becomes light and inspiration, when dignified by intellectual power and attainments.'
In subsequent years, changes gradually occurred that discredited these ef22

forts. Faculties began to take greater control over the appointments process and
it was harder to agree on what good character meant when hiring or promoting
someone. As the competition for academic excellence became more demanding and important, faculty appointment
committees began to overlook personal
behavior in a reluctance to pass over
promising scholars. There was concern
that a review of "character" could become an excuse to screen out eccentrics
or individuals with controversial or unsettling opinions.
By the beginning of the 20th century, the university presidential lectures
on ethical standards gave way to
changing social conditions. The sense
of a moral code began to break down.
The social sciences split away from
philosophy to form their own disciplines. At first these new fields retained an interest in philosophical
questions, but soon scholars began to
emphasize the scientific nature of their
work and its freedom from normative
judgments. Economists researched
for the determinants of economic behavior disregarding its moral content.
Psychologists searched for theories to
explain different patterns of behavior
while declining to declare whether one
person was "better" than another.
Anthropologists described differences in the ethical standards of various societies in a way to suggest that
differences were simply cultural with
no normative significance. The scientific method of study that required disinterested observers to approach their
study without biases was used increasingly. Many considered moral values
constraints. Philosophers began to
shift their attention from public and
private ethical dilemmas to the analysis of moral language and the study of
ethical theory.
Moral philosophy was still taught at
most colleges but more from an intellectual point of view. Usually it was an
elective course and only a small percentage of the student body enrolled in
the classes. Generally professors lectured and could not engage students in
active discussion to develop their powers of moral reasoning. Professional
schools addressed ethics but from a
professional ethics point of view rather
than a personal point of view. Ethics
began to be an afterthought with an
emphasis on value -free learning.
Accounting is a good example of
this "ethics drought" or value -free
learning. While accounting and other
business disciplines evolved from economics, the teaching of these disci-

plines has focused on tools of efficiency and has ignored the moral issues of
"right" and "wrong." Before this splintering of economics, philosophers
such as John Stuart Mill and Adam
Smith were constantly considering
what actions were "good" or "bad" for
society. In fact the term "economic
goods" evolved from this concept.
Beginning in the 1970s with the Watergate scandal, there has been an increasing focus on unethical behavior.
Large multinational corporations have
been accused of bribing foreign officials and doctors have been divided
over such issues as whether they
could perform abortions or shorten
the lives of terminally ill patients. Universities have been embroiled in moral
debates over admission standards for
minority students, the ownership of
stock in corporations doing business
in South Africa, and the responsibilities of scientists for the consequences
of their research. Politicians have been
accused of writing checks with no
money in their accounts. Because of
their positions, however, no corrective
actions were taken to stop the practice
or to maintain the integrity of the
"House Bank." With so much focus on
unethical behavior there has been a
cry for a revival of moral education.
The universities are responding
with an increased emphasis on ethical
training for decision making. For the
most part, however, they ignore the
teaching of values. For moral or ethical
education to have meaning there must
be agreement on the values that are
considered "right." Next month's column will describe 10 values that have
been declared "consensus values" and
are considered "right" by many.
■
Editor's Note: We would like to hear
from our readers concerning any "increased" or "decreased" emphasis they
have observed in university training and
course offerings.
James W. Brackner, CMA, CPA, Ph.D.,

is a member of the IMA Committee on
Ethics and the Salt Lake Area Chapter.
He is associate professor at Utah State
University and director of the master of
accounting program.
'Derek Bok, Beyondthe Ivory Tower Social Responsibilities of the Modem University,Harvard University
Press, Cambridge, Mass., 1982. p. 116.
'Lawrence R. Veysey,The Emergence of the American
University,University of Chicago Press, 1965, p. 45.
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66QuattroPro41,0S
...thebestDOS
spreadsheet ..: '
"We make no bones about it —the innovative Quattro® Pro 4,0
is the best DOS spreadsheet you can buy."
Sebastian Rupley, PC /Computing March 1992

"Quattro Pro 4.0: Improvements add up to the ultimate DOS spreadsheet."
Craig Stinson, PCMagazine, April 28,1992

".. , version 4.0 is arguably the best non - Windows spreadsheet available ..."
John Walkenbach, PCWorK March 1992

"Borland is hitting on all cylinders with [Quattro Pro 4.0] ..."
Raphael Needleman, lnfoWorld,January 27, 1992

"Quattro Pro version 4.0 looks like the best DOS spreadsheet ever."
Jim Seymour, Office Technology Management,February 1992

"Verdict: The best DOS spreadsheet in the world,"
Mark Whitehorn, PC User(U.K.), March 24,1992
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BOB LIPTAK
PRESIDENT, 1992 -93
`There's an awareness now that
management accounting is a profession.'
Phil Aull Studios

BYROBERTF.RANDALL
obert W. liptak, the new president of the Institute of Management Accountants, believes that the organization is
now positioned to help its members meet
the challenges of a changing economy,
changing as a result of global competition and rapid advancements in information technology.
As IMA president he plans to focus
on the organization's strategic UtisSion, which has four basic thrusts: education, association, certification, and
influence (see sidebar). "IMA has
more of a role to play now in service
and value to its members and to management accounting than at any time
in the past. This is because IMA took
some dramatic steps as we entered
this decade. I'm not sure we recognize
how dramatic they are. We are responding to the changes that happen
every day. And the reason why we
have responded with success, I think,
is because we have prepared ourselves
for change."
Mr. Liptak, who officially became
president on July 1, is a partner and
chief financial officer of Faison & Associates, a diversified commercial real
estate development and management
company, which is based in Charlotte,
N.C.
As CFO of Faison, Bob Liptak is
playing a key role in a highly successful regional real estate development
and management firm. Faison started
out by developing mini -malls and now
builds and manages upscale shopping
centers and malls. The company has
over 600 employees in offices from
Texas to Florida.
As one of the largest real estate de24

President Bob Liptak with a model of city of Charlotte on wall behind him. Faison &
Associates built several buildings in the city.

velopers in the Southeast, Faison has
helped to change the skyline of Charlotte, having built a number of office
towers and shopping centers here.
Headquarters are in Interstate Tower,
a building developed by Faison and notable for the gracious marblelized
touch, a hallmark of Faison Associates
(see cover).

LBO AT BIGELOW
ob Liptak's career almost serves
as a model for the management
accounting profession. He specialized in economics and accounting
and then moved into a general business decision - making and strategist
role. He was working in the advertisMANAGEMENT ACCOUNTING /JULY 1992

ing department of a textile company in
Pennsylvania while attending Albright
College in Reading, Pa. During his second year of college the company managers learned he was studying accounting and transferred him to the
accounting department. "I didn't even
know what an accountant was. It
seemed like the thing to do at the time.
The discipline made me feel I had accomplished something," he said in reflecting on his early career.
After graduating with a B.S. degree
in economics he applied for a position
with Price Waterhouse in Philadelphia. But just as he was about to make
the move, the firm went through a cutback, and the position was no longer
available. Fortunately, a position had
opened up at the firm's New York City
office. With a borrowed suit, Bob traveled to New York, interviewed well,
and was offered a job at the prestigious
public accounting firm.
After his service with P -W, Bob Liptak, now a certified public accountant,
shifted to private industry, joining Babcock & Wilcox Company. During his
employment at B &W he enrolled in
the master's degree program at Columbia's Graduate School of Business
and, with the support of the firm, every
Friday for two years attended class and
studied during the weekend, earning
an M.S. degree in business policy.
When Babcock was acquired by another firm Bob joined Bigelow Sanford, Inc., a carpet company in Greenville, S.C., as senior vice
president -finance and administration
and treasurer. At this juncture in his
career he took advantage of an opportunity that changed his life. Learning
that Bigelow would probably be sold,
in 1981 he participated in a leveraged
buyout of the company before LBOs
became popular.
"At the time LBOs were just emerging and ours was one of the largest
such deals. Local bankers called it a
'bootstrap' transaction," he muses.
The deal was consummated, and the
new management team ran the company for six years. In 1987 the company
was sold. Not only was the transaction
profitable for the principals, but it also
was a lot of fun putting it together,
President Liptak reminisces.

The mission

isfourfold—

education,
association,
certification, and
influence.
York Chapter meetings, liked the camaraderie, and worked through the
chairs, serving as president in 1976 -77.
"I got involved very quickly and became very active and got a lot of fun
out of it." He also helped to make the
regional council concept a success,
serving as the second principal of the
New York Council.
As he made his career moves, President Liptak kept his ties to the association, now the Institute. When he
moved to Greenville, S.C., he was
asked to finish serving the term of a national director who had been transferred. Later, as a member of the
Greater Greenville Chapter, he was
elected national vice president and
served as chairman of the Education,
Phil Aull Studios

THE INCREMENTAL VALUE
n 1966 former national President
and P -W partner Clem Erdahl suggested that Bob Liptak look into
joining the National Association of Accountants. Bob started attending New
MAIVAULMUN I ALLUUN I INU JULY 1992

Bob Liptak at Faison headquarters with
photographs of projects built by the real
estate firm.

Planning, and Research committees.
He became an appointed member of
the Executive Committee in 1989 and
in June 1991 was elected national president for 1992 -93.
His enthusiasm for the organization
and the friendships he has made during his years as a member has remained consistently high. '"The key: I
just had fun with the relationships with
people. There's an element of reward —you meet people, you get some
help, give some help, you feel you've
accomplished something and along
the way you learn something."
In focusing on four targets, Bob alludes to recent changes in the organization including the change in name
from National Association of Accountants to IMA, the development of a
code of ethics for management accountants, and the incorporation of the
Certified Management Accountant
program into the Institute. "We just
said a year and a half ago that we're
management accountants. I think its
kind of exciting as it puts a lot of pressure on the organization to deliver services, mainly because of the demographics—people are more aware of
their time today so they have to pack
a lot of input into very short periods.
We have to respect their perception of
time they put in on a volunteer basis
and we have to make sure we balance
the scale by giving them output or
helping them get the output.
`"There's more opportunity now that
we've clearly defined ourselves. With
the adoption of a code of ethics we became a profession. Our name change
is the way we communicated to the
outside what we are."
President Liptak points to the evolution of the organization and its members to make his point. During the formative years there was a clear focus on
cost accounting of the organization;
then the association began to offer itself as an educational organization;
and now members are clearly defining
themselves as a professional organization. This movement toward professionalism suits the times, he believes.
'°The demands on the accounting
profession like anything else are going
to get tougher, and the changes we
face are going to get more rapid every
day. Using the omnipresent PC as an
analogy, he notes, "Every day there is
something new. It's not a 386 speed;
it's a 486 speed.
"I see the challenge as one where I
wish I were younger. I see more opportunities as a whole than I saw in the
early 1960s when I started out."
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INSTITUTEOFMANAGEMENTACCOUNTANTS
FOCUS ON MISSION 1992 -93
he Institute has made
great strides as it entered this decade, partly
in reaction to fundamental
changes in society and global
economics, but principally becaust: it prepared itself to ac- i
cept change. "Ilse most signifi
cant facilitator of progress for
the Institute has been the adoption of a strategic mission for
its members and for the profession of management accounting.
Our name identifies who we
are and, our mission statement
says, what role we want to play
in the accounting arena. Management accounting is a recognized profession aid, as IMA
members, we are professionals.
President Liptak is targeting four goals during 1992.93.
The areas of emphasis noted below are not new nor are
they mine; they are the depation hours and improve quality
clared role our members have decided
and the perception of quality of
to pursue. It is our job to lead and act
educational programs. Maintain
in a manner that facilitates die fourfold
member CPE hour records as a
mission of— Education, Association,
benefit of membership.
Certification, and Influence. 'Iliese
goals can be considered as targets of
II Association: Increase the opporuiopportunity and change; we must masnily to build business and profester die tools of change by focusing on:
sional relationship,, among and between our members and with
■ Education: Strengthen the quality
member employers. Target —Proof educational offerings. Provide
vide the tools to enable councils
continuing education value to
and chapters to focus on corporate
members and member employers.
development as a critical success
Target— Increase member partici-

factor in carrying out our
mission.
Certification: Promote the
CMA and management
accounting at the corporate and academic levels
as a clear professional career path for those in public and private practice.
Target— Maintain required growth rate to
reach 80,0(x) CMAs by
the year 2000.

p

Even though the demographics are
substantially different today, he says,
the Institute still has a major role to
play in the careers of management accountants. "Remember, the member
has to balance his job, volunteer work,
and family activities, but even though
their time might be limited people today don't want anything less out of
their professional organizations.
These organizations help them to position themselves better." That is why
it is important for the Institute to devise ways of delivering its educational
services to members at the regional
and local levels that are the highest
quality possible. Employers also must
be convinced that IMA is contributing,
that it is value added, he stresses.
Membership in the Institute may
26

not lead to a spectacular career for everyone, but it's the incremental value
of the relationships, the knowledge,
and the participation that can reinforce
those on an upward career path in
their organizations.
'We as national leaders have a
clear -cut road map," he said, referring
to the IMA mission statement, "because our members are saying t hi s is
what we want to be and this is what we
want to do. We have developed momentum around the mission statement, momentum around this whole
concept of professionalism. The way I
look at it the best thing we can do over
the next few years is to stay really focused on the mission statement."
The mission statement was developed by the Long Range Strategy Im-

Influence: Maintain and
enlarge IMA's dialog with
key legislators. regulators, standard setters, ac,
ademia, and other professional accounting
organizations. Target—
Establish a. presence in
Washington, D.C., that
would serve as a resource
.for members, member employers, member institutions, and
regulators on management accounting issues.

will,

We can further the Institute's mission by being focused leaders. Some
say our goals are not easy targets. I believe if we stay focused and make tim
to have fun in the process our tar
indeed, be EJLC.L
Robert W. Liptak
July 1, 1 992
plertientation Committee, of which
Bob Liptak was a member, and promulgated in January 1990. The IMA
mission is to: "Provide to members
personal and professional development opportunities through education,
association with business professionals, and certification in management
accounting skills. [and] Ensure that
IMA is universally recognized by the
financial community as a respected institution influencing the concepts and
ethical practices of management accounting."

A CLEAR CHOICE

H

e offers that management accounting has its role just as
public accounting does.
MANAGEMENT ACCOUNTING /JULY 1992

"TThere's a clear choice now: Accountants, to demonstrate their professionalism, can take the certification path in
public or private accounting, or both.
There's just an awareness that management accounting is a profession
and that it is no less attractive to take
than public accounting, but I don't see
that happening at the cost of public accounting. They complement each other.
"It's a safe bet we will have more
than 50,000 CMAs by the end of the
decade and maybe 150,000 total membership," he says. One of his targets is
to maintain a growth rate to reach
80,000 CMAs by the year 2000. However, he cautions on the need to keep
in touch with members, the custom
ers. "We need more focus and intensity. We must listen to members and deliver services that make our members
feel they're getting their money's
worth."
Without doubt, in the last couple of
decades the management accountant
has become part of the decision -making circle. Taking a lesson from his
own career, however, President Liptak
urges members to take a broad, general view of business. "Accounting is
only one discipline. It is essential to understand the business and understand
people. It is important for the Institute
to provide programs to help people become more aware of all the disciplines
of business and how accounting can
help integrate them. If you want to become part of the decision makers you
must understand how decisions impact the global view of business."
IMA ON TARGET
uch of his time during the
coming year is going to be
spent balancing Institute
business with his company and family,
but when he gets a chance Bob likes
to cast his fishing rod in the waters

Bob Liptak and his wife Maryellen.

around Greenville, S.C., or Avalon,
N.J., where the family has a summer
home. In other spare moments Bob
stays focused on fast -flying clay targets
and is an accomplished competitor in
the sport. Bob Liptak and his wife,
Maryellen, have four children: Julie,
Robert II, John Bennett, and Katharine
Louise. Robert Liptak, Jr., is a member
of New York Chapter.
One of President Robert Liptak's
personal beliefs is that people have to
continue to learn all during their ca-

We need morefocusand
intensity. We must listen to
members and deliver services
that make our members feel
they're getting their money's
worth.'
MANAGEMENT ACCOUNTING /JULY 199'2

reer. "If we're not learning we get
bored, stale." He sees himself as a coach, exhorting members to take advantage of their membership and go as far
as they can.
He believes in the value of continuing education both for the benefit of
the IMA member - employee and the
employer. He believes in the value of
Institute membership in building business and professional relationships
and offering opportunities for career
advancement. The IMA Certified Management Accountant program, he believes, offers a clear professional path
for business graduates and that message must be disemminated more
widely. Finally, he believes that the Institute has much to offer the business,
academic, and regulatory communities and must continue to take a proactive role on management accounting
issues.
Those are President Liptak's targets in 1992 -93 as he takes over the
leadership of the world's largest management accounting organization. ■
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Will Europeans Buy Your
Company's Products?
Even ifyourcompany makes good products, ifitsquality system
doesn't conform to ISO 9000 standards Europeans won't buy.
BY A. FAYE BORTHICK, CMA, AND
HAROLD P. ROTH,CMA
uppose your company offers
good products or services.
Would Europeans buy them?
The answer in the future will be
no— unless your company's quality
system has been registered as being in
conformance with the International
Standards Organization's (ISO) 9000
standards.' Although your company
will not be required to conform specifically to the ISO 9000 standards in order to sell products or services in Europe, it must have an approved quality
system. Currently, the quality system
described in the ISO 9000 series is the
only one that meets European Economic Area (EEA)z directives requiring sellers to have quality systems.
The directives become effective for
EEA member countries with the economic unification scheduled for December 31, 1992.3
The quality directives will permit
Europeans to reject products or services whose sellers do not have registered quality systems. In addition, the
EEA also is imposing mandatory standards in three areas: health, safety,
and environmental concerns. Companies not meeting the mandatory standards in these areas may be forced to
submit their products for expensive
testing, or they may be forbidden to
sell them in the EEA countries.
Maybe your company is unlikely to
enter the European market. Can you
ignore ISO 9000? Only at your peril.
Because it is so widely accepted, the
ISO 9000 series is becoming the de facto standard for quality systems in other areas. For example, NATO has
adopted ISO 9000, and the U.S. Department of Defense will be requiring
its suppliers to adhere to ISO 9000.
Other pressure to adopt the standards
will come from large companies such
as AT &T and Du Pont as they register
their separate businesses to demon28

An employee in the test area of DataGeneral is wearing one of the T- shirts the company
provided to promote its adoption of the ISO 9000 standards.

strate their compliance with ISO 9000.
These companies then are likely to require their suppliers to include ISO
9000 compliance in their contracts. As
the rest of the world pays more attention to quality, the challenge for American business is "to use ISO 9000 as the
vehicle for implementing a basic quality program that can reduce costs and
increase competitiveness. "'
What does ISO 9000 have to do with
management accounting? The answer
is that management accountants will
be responsible for developing and
maintaining systems that support the
activities mandated by ISO 9000,

namely implementing quality management, providing quality assurance, and
maintaining quality control. ISO 9000
provisions will affect existing management accounting procedures, and
management accountants need to
know about them.
OBJECTIVES OF ISO 9000
quality system is effective if
it accomplishes quality objectives. ISO 9000 lists three
objectives:
1. The organization should achieve
MANAGEMENT ACCOUNTING /JULY 1992

and sustain the quality of the product or service produced so as to
meet continuously the purchaser's
stated or implied needs.
2. The organization should give its
own management confidence that
the intended quality is being
achieved and sustained.
3. The organization should give the
purchaser confidence that the intended quality is, or will be,
achieved in the delivered product
or service. When contractually required, this assurance may involve
agreed demonstration requirements.
In a single sentence, the objectives mean the supplier is responsible for getting and giving assurance
that its products or services exhibit
the quality required for meeting the
purchaser's needs, stated or implied. To meet these objectives, the
quality system must support the organization's quality policy. The objectives are accomplished through
quality control and internal quality
assurance aspects.
Table I lists the quality control and
assurance aspects. Management's responsibility is to set overall policy for
quality management aspects and to devise an organizational structure that
supports the quality system. Quality
control aspects are the operational
techniques and activities that ensure
quality. Internal quality assurance aspects constitute the procedures and
evidence that give confidence to management that quality is being attained.
External quality assurance means the
activities that give the purchaser confidence that the quality system provides products or services that will
satisfy the purchaser's quality require-

ments. Aspects can vary in importance —the company is responsible for
designing the quality system appropriate for its products or services.
ISO 9000 refers to a vocabulary and
a set of five separate standards:
1. ISO 8402: Quality— Vocabulary
2. ISO 9000: Quality management and
quality assurance standards —
Guidelines for selection and use
3. ISO 9001: Quality systems Model

for quality assurance in design /development, production, installation
and servicing
4. ISO 9002: Quality systems Model
for quality assurance in production
and installation
5. ISO 9003: Quality systems —Model
for quality assurance in final inspection and test
6. ISO 9004: Quality management and
quality system elements— Guidelines

The vocabulary defines the major
quality concepts, and the standards
provide guidance for developing and
implementing a quality system for internal management and external assurance. Some important definitions in
the vocabulary are shown in the sidebar titled "Quality Definitions" that can
be found on page 32.
Figure 1 shows the activities required from the conception and design of a new product to the disposal
of the product at the end of its useful
life. Thus, they are the cost - driving
activities incurred by both producer
and customer over the product's life
cycle. The implication of the quality
loop is that all of these activities
need to be considered as a whole,
rather than separately, when the effectiveness of the quality system is
evaluated.

TABLE 1/RELATED ASPECTS OF THE OUALITY
SYSTEM
Management responsibility:
Overall policy for quality management aspects.
Organizational structure that supports the quality system.
Quality control aspects:
Operational techniques and activities that ensure quality.
Internal quality assurance aspects:
Procedures and evidence that give management confidence that quality is
being attained.
External quality assurance:
Activities that give the purchaser confidence that the quality system
provides products or services that will satisfy the purchaser's quality
requirements.
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CONFORMANCE WITH ISO 9000
company demonstrates its conformance with ISO 9000 by
passing an audit and then registering with an accredited registering
body.' The process entails one or
more on -site audits by authorized auditors, who prepare written reports.
The on -site audit generally is repeated
at least annually. A company registers
for one of three levels of capability:
1. ISO 9001: For use when conformance to specified requirements is
to be assured by the supplier during
several stages, which may include
design and development, production, installation, and servicing.
2. ISO 9002: For use when conformance to specified requirements is
to be assured by the supplier during
production and installation.
3. ISO 9003: For use when conformance to specified requirements is
to be assured by the supplier solely
at final inspection and test.
The benefits of registration are:
■ Fewer, more focused audits because all other companies accept
the registration with no further auditing for the specified level of assurance.
■ Increased productivity and quality
induced by better quality systems.
■ Immediate entry into the EEA countries for products and services.
■ listing with the registrar as a registered company.

IMPLICATIONS FOR
MANAGEMENT ACCOUNTING
f a company wants to conform to
ISO 9000 requirements, all functional areas of the organization
probably will be affected. The management accounting function will be affected because the ISO standards require that the costs and benefits of the
quality system be measured and documented. These costs and benefits are
needed to select the appropriate ISO
model - 9001, 9002, or 9003 —and to
evaluate the effectiveness of the quality system.
Measuring the cost and benefit of a
quality system will require expanding
the management accounting system.
Specifically, it will need to be expanded to include the measurement and reporting of life cycle costs, quality costs,
and measures of continuous improvement. In addition, management ac29

countants will need to document the
contributions of the accounting system to the quality effort
As shown in Figure 1, the organization's quality loop encompasses all
stages of a product's or service's life
cycle, from market research to disposal after use. The quality system must
be evaluated on the costs and benefits
of each stage as well as the internal
and external tradeoffs. This evaluation
will require an expansion of the accountant's concept of product or service costs.
Traditionally, management accountants have focused on costing activities
involved in producing and delivering
products and services without regard
to the cost structure dictated by design
and production choices. This traditional approach handicaps companies in
evaluating all costs of a product or service because it focuses on a few costs
and excludes others that may be higher. Specifically, traditional product
costing ignores preproduction costs
and post - delivery costs. Preproduction
costs include market research, design /specification engineering and
product development, procurement,
and process planning and development Post - delivery costs include operations, technical assistance and maintenance, and disposal after use. These
costs are major elements of life cycle
costs and need to be considered in
evaluating the effectiveness of the
quality system. They are important because they enable management to
make design tradeoffs to improve the
cost structure and product or service
quality.' The tradeoffs may involve
both external and internal aspects.
External tradeo fs. Using life cycle
costs to evaluate the external tradeoffs
in the quality system requires measuring costs not typically under management control. For example, the manufacturer does not incur the post delivery costs for operating the product during its life and for its disposal
after use, but these costs clearly are
borne by somebody. Although the disposal costs may seem irrelevant to the
manufacturer during the product's design stage, they are a life cycle cost
that society cannot ignore. Laws requiring deposits on beverage containers and vehicle tires are examples of
society's explicit recognition of the importance of disposal costs.' If the economic costs and benefits of the quality
system are to be evaluated, these external costs must be considered.
Internaltradeoffs.Except for the
costs of operation during the product's
f
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useful life and disposal after use, other
costs incurred in the quality loop are
usually under the supplier's control.
However, when managers evaluate the
cost at a specific stage of the quality
loop, they also should consider costs
of the other stages. For example, suppliers should evaluate new products
and services in the market research
and design stages by considering
costs and quality of downstream stages. To do so, managers must think
through the implications of all the market and design choices. Although
there will always be unintended consequences, for example, surprises about
how purchasers use, or do not use,
new products /services, that is not a
reason to forgo evaluating the costs of
the internal tradeoffs.
An example of an internal tradeoff
that needs to be considered in evaluating a quality system is provided by tire
manufacturing. A tire maker can understand readily that purchasers want
sets of tires of uniform quality where
quality means the number of miles the
tires can be used as a set. To purchasers who replace tires in sets, a set of
tires with one bad fire is as bad as four
bad tires. Thus, a set of tires of higher
average quality per tire but with wider
variation in tire life is less valuable
than a set of lower average quality but
precisely uniform life. This value relationship means the tire maker would
be better off investing in production

processes that deliver more uniform
sets rather than sets of higher average
quality. For evaluating the effectiveness of the quality system, the tire
maker should consider the costs and
benefits of this internal tradeoff.
The tire maker's situation also illustrates the interaction between internal
and external tradeoffs. If it could make
tires that were readily recyclable into
more tires or other products, a tire
maker could redefine the tire market.
Redefining the market might be quite
lucrative for the tire maker, especially
if it developed its own proprietary process for recycling its tires. A quality
system that included the benefit of recycling would be more effective than
one that focused only on the manufacturer's product costs.

DEFINING AND TRACKING
QUALITY COSTS
A

nother implication of ISO 9000

1 4 for the management account
ing function is that quality costs
need to be considered in evaluating
the effectiveness of a quality system.
That is, costs incurred in achieving
quality and costs resulting from inadequate quality must be measured. Although defining and tracking quality
costs so a company can do something
about them is an idea of long standing,
many companies still have not developed quality cost systems.
MANAGEMENT ACCOUNTING /JULY1992

In the last decade, accountants have exhorted companies
to measure their quality costs,"
and some have tried to do that
very thing.9 What keeps more
companies from doing it? There
are probably many reasons, including the lack of top management support and the difficulty
in estimating some of the more
intangible costs. For example,
estimating the cost of lost customer
goodwill because of quality problems
is a difficult challenge.
Although measuring some quality
costs may be difficult, ISO 9004 notes
that "quality costs should be regularly
reported to and monitored by management...." The main objective of measuring quality costs is to help evaluate
the effectiveness of internal quality improvement programs. One way is to
classify costs into the categories of operating quality costs and external assurance quality costs. Operating quality costs are the prevention, appraisal,
and failure costs. ISO 9004 defines external assurance costs as "...those
costs relating to the demonstration
and proof required as objective evidence by customers, including particular and additional quality assurance
provisions, procedures, data, demonstration tests, and assessments (e.g.,
the cost of testing for specific safety
characteristics by recognized independent testing bodies)."
If quality costs are to be measured,
the company must decide if the accounting system or a separate system
should be used. Many companies have
found that initial attempts at quality
cost measurement and reporting can
be independent from the management
accounting system. An independent
system can be thought of as a prototype that grows with the company's understanding of quality cost relationships. Ultimately, the quality costs
should become an integral part of a
company's accounting system, but if
integration is required from the outset,
there may never be any quality cost
system.
Once a company has experience
with defining and tracking quality
costs, the data should help it evaluate
potential changes at any step in the
quality loop. That is, if the economic effects of changes in quality are known,
it should be easier to evaluate the desirability of modifications in processes
and products or services. If accountants do not learn to think of costs in
a quality context, they will be doomed
to Drucker's charge that "traditional
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consistent with many of the suggestions in the cost management literature.1I The problem is
to determine which nonfinancial
measures are needed to support
the quality system. Examples of
measures that might be used include number of customer complaints, number of reworked
units, and hours of downtime
and nonvalue•added time. Although ISO 9000 does not identify the
specific nonfinancial measures to be
used, it does suggest that these measures are important at all stages of the
quality loop.
One nonfinancial measure that
crosses all stages of the quality loop is
the time consumed by the processes.
Time is an important measure in a
quality system because often it indicates whether quality problems are
solved and how flexible the organization is in responding to changes in customers' demands. Thus, time is one element that should be tracked to
promote continuous improvements in
the quality system.
To use time as a measure of flexibility, it is helpful to examine the effect
of time consumed at each step in the
quality loop. The objective is to reduce
the length of time required for each
discrete step." If the time is measured, for example, new product development time, supplier lead time, or inventory holding time, then a company
can think through where time reductions would be most beneficial and
how to reduce the time spent in those
steps. By reducing the time and thereby increasing flexibility, the company
is better able to meet the objectives of
the quality system.
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cost accounting can hardly justify a
product improvement, let alone a product or process innovation." 19
The need to measure quality costs
also applies to services. "Service companies have their own kind of scrap
heap: customers who will not come
back. That scrap heap too has a cost.
As service businesses start to measure
it, they will see the urgent need to reduce it."11 Cost systems generally do
not report the value of a loyal customer, but they should, especially given
the high cost of cultivating new customers to take the place of ones that
defect because of poor service. If quality costs are to be used to help evaluate
the effectiveness of the quality system,
service- related quality costs are just as
important as product - related ones.
In order to use quality costs as a
tool for improving quality, a company
must interpret and put the costs into
context, specifically, the context of
changing the processes or products /services to improve them. However, modifications to process or product /service must be tied to perceived
(at the justification stage) or realized
benefits. One benefit to measure is the
decrease in appraisal and failure costs
that can occur from modifying the process or product.
DEFINING AND TRACKING
CONTINUOUS IMPROVEMENT

DOCUMENTING IS A MUST

lough life cycle and quality
costs will be important in tracking improvements,12 the cost
data will not result directly in improved products or services. Nonfinancial measures also are needed to dofine and track the improvements that
are made in quality. Management accountants in ISO 9000 companies will
need to expand the management accounting system to include such measures. The actual improvements in
processes and products will be based
on expected benefits, and many of
these benefits are measured best in
nonfinancial terms.
Expanding the accounting system
to include nonfinancial measures is

ven though a company may
have a quality system that performs as ISO 9000 requires, it is
not enough to get the company registered as an ISO 9000 supplier. A company also must document that its system is a quality system. Because much
of a company's quality system is intertwined with accounting matters, accountants should be writing their
share of the quality system documentation.
Documentation of the quality system is required specifically by ISO
9000. For example, ISO 9004 notes:
"Me system should require that sufficient documentation be available to follow the achievement of the required
product quality and the effective oper31

ation of the quality management system. Appropriate sub - contractor documentation should be included. All documentation should be legible, dated
(including revision dates), clean,
readily identifiable and maintained in
an orderly manner. Data may be hard
copy or stored in a computer."
In addition to this documentation,
quality records also must be maintained to demonstrate that the quality
management system is operating effectively. Examples of the records
needed to satisfy this requirement include inspection reports, audit reports,
test data, and quality cost reports.
Satisfying an ISO 9000 quality audit
is not the only reason for preparing
quality system documentation and
maintaining records. Writing the documentation and, especially, keeping it
current forces a person to think carefully about the quality system. Reading
the documentation and looking at the
quality records is a good way for new
employees to learn a company's quality system. In addition, the records
should provide a historical overview
that the company can use to track the
improvements in quality.

IN YOUR COMPANY
n your company it is time to have
a quality system conforming to ISO
9000 standards, not just in order to
be able to sell your products or
services in Europe but, more
important, as a framework for thinking
about and doing something about
improving the quality of your products
or services. Although ISO 9000
standards initially will have the
greatest impact on companies selling
products or services in European
countries, all companies eventually
may be affected, and they will benefit
from studying and applying the
concepts. Management accountants
can help their companies benefit by
expanding the accounting systems to
include all life cycle costs, quality
costs, and nonfinancial measures of
continuous improvement and then
documenting the contribution of
management accounting to the quality
system.
(Note. More than 25 registrars offer
or plan to offer ISO 9000 series registration to registrars and U.S. companies. A complete listing of registered
companies can be found in the ISO
9000 US Registered Company Directo-

ry, published by Ceem Publications,
Box 200, Fairfax Station, VA 22039;
(800) 745 -5565.
■
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QUALITUEFINITION
Quality: The totality of features and
characteristics of a product or service
that bear on its ability to satisfy stated
or implied needs.
Quality policy: The overall quality intentions and direction of an organization as regards quality, as formally expressed by top management.
Quality management:That aspect of
the overall management function that
determines and implements the quality policy.
Quality assurance:All those planned
and systematic actions necessary to
provide adequate confidence that a
product or service will satisfy given requirements for quality.
Quality control: The operational
techniques and activities used to fulfill
requirements for quality.
Quality system: The organizational
structure, responsibilites, procedures,
processes, and resources for implementing quality management.
Quality plan: A document setting out
the specific quality practices, resources, and sequence of activities relevant to a particular product, service,
contract, or project.
Quality audit:A systematic and independent examination to determine
whether quality activities and related
results comply with planned arrangements and whether these arrangements are implemented effectively and
are suitable to achieve objectives.
Quality loop: Conceptual model of interacting activities that influence the
quality of a product or service in the
various stages, ranging from the identification of needs to the assessment of
whether these needs have been satisfied. Figure 1 shows the sequence of
activities in the quality loop.
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PPG'SJOURNEY
TO ISO 9000
Certification is critical to becoming a world -class supplier.

BY JOHN D.FIISTER AND
JOSEPHJ.JOZAITIS
any management accountants have heard about ISO
9000 but don't really know
what it is or how it may affect their organizations. One fact is
clear —ISO certification is becoming a
requirement for companies to remain
competitive in the international markets, particularly Europe.
At PPG Industries' Specialty Chemicals Division we started our journey to
ISO 9000 in July 1991, and our goal is
to be certified before the end of the
year. Currently we are preparing for
the preliminary audits.
During the past year we learned
that achieving ISO 9000 can be
summed up in four simple steps:
• Document what you do.
• Do what you said you will do.
• Control nonconformance.
• Control change.
We also discovered that the costs of
achieving certification are not small. A
typical estimate for auditing and registration fees alone are around $35,000.
This figure does not include the enormous amount of time involved by
many individuals in the organization.
In addition, future costs are involved in
maintaining certification.
On the positive side, the payback
can be enormous. The resulting reduction in the price of nonconformance
will often offset much of the cost.

WHAT IS ISO 90003
PG Industries, Inc. was established in 1883 and makes flat
glass and fabricated glass products, continuous -strand fiberglass,
MANAULMGNI AGCUUMING /JULY 1992

Larry Kastamo performs an ISO instrument calibration on a temperature control device.

decorative and protective coatings,
and industrial and specialty chemicals.
PPG Specialty Chemicals includes domestic and international facilities and
is committed to becoming a world class supplier in the surfactant and
specialty chemicals market. Our department managers were introduced
to the ISO standards during a presentation by representatives from a PPG
Fiberglass plant that had just been registered to the ISO 9002 standard.
ISO 9000 is a series of five international quality standards developed by
the International Organization for
Standardization (ISO) in Geneva, Swit-

zerland. The ISO 9000 standard provides some basic definitions and is a
road map to using the other standards
in the series.
The ISO 9001, 9002, and 9003 standards are for external quality assurance purposes for use in contractual
situations. ISO 9001 ensures conformance to requirements during design
and development, production, installation, and servicing. Therefore, engineering and construction firms and
manufacturing companies who design,
develop, produce, install, and service
their products are covered under this
standard. The quality system require33
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ISO certification guarantees customers that their suppliers have quality systems in place.

ments for ISO 9001 are listed in the
sidebar.
ISO 9002 specifies a model for quality assurance when only production
and installation conformance is required. This standard is particularly
relevant to process industries where
specific requirements for products are
stated in terms of an established design or specification. Chemicals, food,
and pharmaceutical companies generally seek certification under ISO 9002.
ISO 9003 requires only conformance in final inspection and testing.
This standard concerns small shops,
equipment distributors that inspect
and test the products they supply, or
divisions within an organization such
as laboratories.
ISO 9004 contains guidance on
technical, administrative, and human
factors affecting the quality of products and services. This standard provides guidelines for developing and
implementing a quality system.
When we began our journey we discovered that much of the chemical industry was seeking registration to the ISO
9002 requirements. Deciding on the appropriate standard for our business was
not easy. Because our company is a speciality chemical manufacturer, the design and development of new products is
an important feature of our business. Our
general manager believed that ISO certification would differentiate our business from our competitors. It would also,
he believed, encourage our two manufacturing plants to work more closely with
our research and development facilities.

ISO 91
S
Quality System Requirements
Management Responsibility
Quality System
Contract Review
Design Control
Document Control
Purchasing
Purchaser Supplied Product
Product Identification and
Traceability
Process Control
Inspection and Testing
Inspection, Measuring, and Test
Equipment
Inspection and Test Status
Control of Nonconforming Product
Corrective Action
Handling, Storage, Packaging, and
Delivery
Quality Records
Internal Quality Audits
Training
Servicing
Statistical Techniques
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• Understand the requirements of its
section of the standard.
• Evaluate what we currently do pertaining to that section.
• Recommend additions or new procedures needed to conform to the
standard.
• Document how we would comply
with the standard in each area.
These documents together became
our quality manual.
• Implement any new requirements
or work with departments to implement the new methods or tasks.
Last July, team chairpersons met
with their individual teams and reviewed the ISO standard and the information given to them about the project It was very important to get each
team going in the right direction, and
this effort needed more attention and
education than we thought originally.
Some teams had a clear task ahead of
them. Others were confused and uncertain about how to deal with the generic language of the standard because the same requirements can be
applied equally to companies making
chemicals or to companies designing
computer systems and software.

GETTINGSTARTED
he first major step was to create
the quality project manager position to organize and manage all
activities. The co-author of this article,
Joseph J. Jozaitis, was named to this
position. Because PPG Specialty
Chemicals has been using the total

quality process for several years, our
second step was to assign Quality Action Teams (QATs) to each of the quality system requirements of the ISO
9001 standard listed in the sidebar.
Twenty teams of more than 100 employees at three different sites were selected by the project manager. These
teams are cross functional, include
representatives for the appropriate
sites and departments, and have the
necessary skills. Their purpose is to:

SOURCES OF INFORMATION

Chemical storage tanks ready for shipment.

W

e decided not to use consultants to help us with the certification. Instead, we built up a
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network of information sources to answer questions and keep the teams going in the right direction.
An important resource for us is the
PPG Fiberglass site because its managers have already achieved certification. They have been helpful in areas
such as calibration and laboratory testing. We have been able to apply what
they have experienced to our specific
situation.
The quality projects manager is the
contact person for all ISO matters. He
has developed a broad base of knowledge about ISO through his attendance
at training sessions on the ISO 9000 standard and quality auditing process with
several site quality coordinators and the
director of quality for the PPG Speciality
Chemicals group. Together they form a
network to share information on specific
topics. Other groups involved include
customers and vendors and the individuals responsible for our actual registration audit

PROGRESSISMADE

Author John Mister (standing) meets with a vendor about the ISO project for PPG.

lie job of the quality projects manager is to keep the teams focused
on the standard. While several
teams did not attack the problem aggressively, others charged ahead but
went off on a tangent and lost sight of
the real issue.
Although each team has worked at
a different pace, they all agree that our
current quality system shares several
common features. First, most of our
current system is good and can be
used to satisfy the ISO requirements.
In those areas that are lacking, additions can be made so that all functions
conform to the standard. The teams also came to the realization that we are
underdocumented and have a tremendous amount of procedures to write or
rewrite.
Finally we identified a need for a
cultural change. The total quality process was changing our way of thinking
about requirements and work processes. Our goal is to nurture this new culture and avoid shortcuts that may lead
to nonconformance. We have found
that the ISO standard encourages and
often insists on improvement. When
any change becomes part of your process, that change must be documented
and controlled.

our business unit's quality policy as
well as our policy and commitment to
each of the 20 sections in the ISO 9001
standard.
The quality manual details exactly
what we do in each specific area to conform to the requirements of the standard. It also notes standard operating
procedures (SOP) and other documents to point the reader toward greater detail for a given work process or
function.
The manual was created from sections contributed by the teams. The
quality projects manager assembled
the manual with help from the quality
systems team. The manual also documents standard operating procedures,
process instructions, specifications,
laboratory test methods, and other
procedural documents.
The portion of the manual that covers what we do in each specific area to
conform to the ISO standard is the central document of our quality system.
We decided to completely replace our
old manuals and structure our documentation to conform to the sections
in the ISO 9001 standard.

THEQUALITYMANUAL
he team involved with quality systems is responsible for writing the
quality manual. The manual states
MANAGEMENT ACCOUNTING /JULY 1992

INTERNALQUALITY AUDITS
s the QATs were completing
their tasks and the individual departments began to take on the
workload, the internal quality audit
function acted as the driver to bring
the tasks to a close. The internal qual-

ity audit teams are responsible for
highlighting areas of nonconformance
within each department
The internal quality audits are designed to simulate the audits we will be
receiving from the ISO registration
body. These audits will be run by people familiar with our system. We believe that if we can pass our own internal quality audits we should not
encounter problems with an external
audit.
Our first system -wide audit was
conducted in December 1991. It was
called a "survey" and was used to help
departments identify what they needed to do to be in compliance with the
standard. We created a work list to
help each department decide which
standard operating procedures needed formalization. This audit was a huge
success and got all departments moving in the right direction.
The second systemwide quality audit
began in April 1992 and as of this writing
is still in progress. For this audit we are
concentrating on compliance with the
quality manual, on the existence of all
documentation required by the quality
manual, and on a detailed check of
records to see if we do what our procedures say we should do.
WHERE DOWE STAND
ach department is currently busy
writing standard operating procedures for their respective areas.
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These days, you need to stay on top of figures from just
about everywhere in your company. And as if that weren't
enough of a challenge, you need to figure out what it all means
strategically for your organization.
Apple" Macintosh computers can offer invaluable
assistance in both departments. With every department you
work with.
From accessing data to assessing it, Macintosh can help
you get the job done more effectively —in any computing
environment.
You can easily exchange information between your
MS -DOS PCs and Macintoshcomputers on a standard 31h,"
floppy. And thanks to built -in networking capabilities, Apple's
Data Access Language, and file transfer and translation
software, Macintosh can easily access financial information
from any department in your organization — no matter where
the information resides.
Whether the data you need is on an MS -DOS PC, an
IBM mainframe, a VAX, or another host system, you'll find that
it's readily accessible from a Macintosh computer.
Macintosh also works with most networks, databases,
and hosts iii one consistent and graphical way, making it far
less painful to integrate all your company's
resources.

1-23morereasonsto
considerMacintosh.

Macintosh has never been more in
touch with finance departments now that

Lotus`1-2-3;theworld'smostpopular

7k sales volume data, accessed from an IBM mainframe,
ivanalyzed and graphed using Lotus 1 -2 -3 for Macintosh.

oode
12?

MS -DOS spreadsheet, is available in a Macintosh version, 1-2-3
for Macintosh provides file, macro and keystroke compatibility with
other versions of the Lotus spreadsheet. And it offers all the features
that have made Lotus 1 2 3 so popular with financial analysts —
including the 1 -2 -3 "Classic" menu.
Plus you get all the classic Macintosh advantages —most
notably the ease of combining text, numbers and graphics, which
can be a big help when you need to turn raw data into
impactful presentations and reports.
When you start using the versatile 1 -2 -3 for Macintosh
with a number of other highly sophisticated Macintosh -

Ld u s 1 ?r3 i

based tools — FYPlan for planning and budgeting, DataPivot
and MUSE for analysis and modeling, and 4th Dimension
and Oracle for database management— you'll find it easier
than ever to manipulate data so it all makes sense. Making
you more strategic in every department.
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This source data on manufacturing casts, accessed from a DEC
W, is analyzed with DellaGraph Professional.

Tbreceiveyourfree"AppleSolutionsforFinance"
package,complete andreturnthecouponbelowOr call

1-800-732-3131,ext.934.

1M.40011

AppleW .

Human resources data is accessed froman MS -DOS computer
and imported into 1 -2 -3 for Macintosh. Aldus Persuasion is used to
produce an organizational chart.

------- - - - - -Hel ing,your f Ice department
our department.
Send for your free "Apple Solutions for Finance" package,
containing a videotape and literature on howMacintosh can
enhance the effectiveness of your present finance and plaroning
systems.'Ib order, complete and mail this coupon to Apple
Computer, Inc., Dept. 934, 703 West Housatonic St., Pittsfield, MA
01201-9816. Offergood until September30,1992.
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Actual participation in the QATs
was particularly useful. At PPG Specialty Chemicals, the director of operations was on the internal quality
audit team and participated in the
quality audits. This situation certainly assigned a higher level of importance to be in compliance for the audits and to follow up on any audit
corrective actions.
In any business, there are many
projects in process at any one given
time. The ISO 9000 project calls for
an extensive amount of manpower,
which has meant that not all projects
could be accomplished. If this fact is
acknowledged by management, everyone realizes the importance of
the ISO project.

THECHALLENGEAHEAD

Diane Bolan, quality control chemist, checks product quality during process.

This documentation ensures consistency within the departments and
throughout the organization.
All relevant procedures must be
documented, and all relevant work instructions need to be written. This documentation is referred to in the quality
manual but is not a part of it. These
documents should say what we do, not
what we think we do. The work instructions are written in a "how to"
fashion and can be used for training
purposes.

personnel was required to meet our
goals. Removing this roadblock, as
well as others encountered along the
way, could be accomplished only at
our director level. The directors met,
and the situation was resolved quickly,
reinforcing the priority status of the
ISO project.
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John D. Flirter is the chief accountant
for the Specialty Chemicals Business
Unit of PPG Industries, Inc. and is a

member of the Illinois Northeast Chapter ofthe IMA, through which this article
was submitted. He can be reached at
(708) 244 -3410.
Joseph J. Jozaitis was promoted to
quality projects manager in June 1991
and was given the task oforganizing and
managing the ISO 9000 project for the
Specialty Chemicals Business Unit of
PPG Industries, Inc. Previously, Mr. Jozaitis was the manager of quality control
for the Gurnee, Ill., plant. He also was
instrumental in establishing the Quality
Process at Gurnee and Folcroft, Pa.

MANAGEMENT'SROLE
he role of management in any project as extensive as ISO 9000 cannot be overemphasized. It is critical that top management supports the
project and even participates in it. If
you don't have top management support in this project, do not even start
the journey.
Providing resources to the project
is one of the crucial roles of management. In our particular situation, it was
discovered early in the process that
our quality control department had a
disproportionate amount of the work
to accomplish and that a shifting of

lthough we have yet to be certified, the process has been a positive experience. We still have
some problems to resolve, but we have
realized benefits from our efforts.
The ISO 9000 standards ensure
customers that their suppliers have
documented proof that basic quality
systems are in place. Because of this
documentation, customers will not feel
the need to audit suppliers. As a result,
companies save time and money.
Companies also benefit from the
certification process because it forces
them to look at their quality system in
great detail. This kind of examination
results in better procedures, better
documentation, and more consistency
in their processes.
■

Tony Villalobo, chemical operator, monitors
the reactor to ensure process is carried out
under controlled conditions.
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How to work with your insurance company
to recover your major losses.
BY MICHAEL A. COON
aving your company burn
down is like experiencing an
unexpected death in your
family or other such disaster

that is suddenly thrust upon you. In
the shock of the emergency you find
yourself performing the immediately
necessary survival actions required. In
my case, the first step was to notify our
insurance broker, and the second was

to establish temporary facilities.
There was so much to do right away
and in the days and weeks that followed that I was not concerned about
my own financial situation. Unfortunately, more than 200 hourly production and distribution employees had to
be laid off on the spot. Our transportation fleet was undamaged, so we retained our drivers and dispatched
them to haul products for other companies. We rented a mobile home and
outfitted it with desks and phones for
our executive officers and salespeople.
Their job was to do as much as they
could to try to keep our customer base
by arranging direct shipments from
our suppliers where possible. We retained our salaried plant supervisors,
putting them to work initially at security and cleanup tasks. The rest of
us— administrative and clerical
staff— crammed ourselves into a remote transportation office.
So you can appreciate what we had
to work with, the only things left standing after the fire were empty, rusted
file cabinets and the computer's main
frame (and I do mean just the frame)!
Nothingfrom the office survived! Even
months after the fire you would find
yourself reaching for something in
your desk or file cabinets and then
catch yourself when you realized it was
gone. Our community helped us in
many ways afterwards, but one small
gesture really stood out to me. Even
before the flames were extinguished
our local office supply store owner,
without being asked, showed up with
a free box of pads, pencils, pens, and
other items that we really needed right
at that time.

THE INVESTIGATORS ARRIVE

If your company ever experiences a fire like the one above, be prepared to spend most of
your time trying to recover proceeds to which you are entitled.
MANAGEMENT ACCOUNTING /JULY 1992

ery soon after the fire, groups of
investigators, experts, appraisers, adjusters, and consultants
arrived at the loss site. The fast on the
scene were the local, state, and federal
fire investigation authorities. We had
had a labor strike just two months before, so I believe we received extra attention to ascertain whether or not the
cause of the fire was accidental, Next
came the insurance company adjusters along with their own team of investigators, appraisers, and consul tants—"Columbo" type people who
combed the ashes on their hands and
knees. This phase was exhaustive, lasting more than 60 days in some portions of the investigation. The ultimate
determination was that a piece of electrical equipment started the fire.
39

Public adjusters also show up after
a disaster. They function as professional loss consultants who know how to
handle the overwhelming details facing you. They are not inexpensive:
2.5% of the first $7 million in proceeds
and 3% of any additional recovery; however, they are on your side, and, due
to the contingency fee structure, they
are motivated to maximize your claim
entitlement.

PREPARING THE CLAIM
e chose to engage the services of public adjusters, who
were a tremendous help in
preparing claims we submitted to the
insurance company. These adjusters
have years of experience handling and
negotiating claims for their clients.
They know what the claim is supposed
to look like, the proper format, where
to send it and more, but, despite their
expertise, you still are responsible for
the basic gathering, organizing, and
recording of the raw data. You know
your business —they do not.
As our loss was expected to be very
large, the claim was broken into four
separate subclaims: stock inventory,
equipment contents, building, and
business interruption /extra expense.
I found there wasn't much out there
in the world of accounting literature to
help you set up a system of accounting
for a fire loss. The most helpful item was
a few pages on casualty losses in my college intermediate accounting textbook.
From this information I set up the general ledger accounts shown in Table 1 in
order to record the various transactions,
expenses, and insurance proceeds accruals. From that point on, we were on our
own in this area.

W

minal in our temporary office in Ashville, N.Y. At that point we were back
in business-- entering receipts, paying
vendors, running payroll, doing financials, and so on. This operation worked
so well that we collected 100% of
$6,630,000 in trade accounts receivable at the time of the fire. Further, because we were on a perpetual inventory system we had documentation to
almost 90% of our stock on hand at the
time of the fire.
Nevertheless, we still do not get an
"A." Even though we were so smart
with our mainframe backup procedure, we failed to carry it through with
our personal computers. We backed
up the PCs, but we neglected to take
a copy off the premises. The consequence was that none of the PC data
was available after the fire.

BACKUP TAPES ARE
ESSENTIAL
nother area of concern is backup. I can't say enough about
backing up your computer system. We had a procedure whereby the
office manager ran a file save every
Monday, Wednesday, and Friday between 5 a.m. and 7 a.m. Afterwards he
would put the three magnetic tapes
generated from this operation into a
canvas bag, which was picked up by a
clerk and carried to an office in a different building of our distribution facility. We also rotated a set of these tapes
home with an employee once a week.
The main building complex burned
down on Wednesday morning. Because we had the backup tapes from
Monday we simply had to reconstruct
the data for two days to enable us to
know exactly where we stood at the
time of the fire. We flew the tapes to
Denver, Colo., and loaded them onto
our software vendor's base system,
then accessed all the accounting programs and data via a modem and ter-

THE ADVANCE GAME

One major
problem ... there is
absolutely no
assurance that you
will ever receive
one dime from
the insurance
company.

ne unexpected positive experience after the fire was that
there were no irate or panicky
suppliers on the phone pleading to get
paid. As soon as we obtained counter
checks from the bank we started vouchering and paying for goods and services we had received before the fire.
Even the bank was calm and reasonable to a point. One major problem— although you can show that you
have insurance and what amount of
coverage you had, there is absolutely
no assurance that you will ever receive
one dime from the insurance company. Our insurance company would neither confirm nor deny that we even existed, let alone suggest that we might
have a claim for losses. Worse than
that, the insurance company is not obligated to pay you anything until the

0

TABLE 1 /FIRE LOSS G/L ACCOUNTS
No.
Receivables:
1106

Title
Insurance Claims

Nonrecurring Income and Expenses:
9301
Gain /Loss on Inventory
Insurance Claim
9302
Gain/Loss on Equipment
Claim
9303
9304
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Business Interruption
Insurance Proceeds
Extra Expense

Debits

Credits 'W

Accrued insurance
claim settlement

Insurance proceeds, net of
public adjuster fees

Cost of lost stock and
inventory
Cost and accumulated
depreciation of lost
equipment and contents

Accrued insurance claim
settlement
Accrued insurance claim
settlement
Business interruption
insurance proceeds

Debris removal, cleanup,
records reconstruction,
security, appraisals,
trailer rental
MANAGEME.NTA000UNTING /JULY 1992

TABLE 21INVENTORY ROLL- FORWARD PROCEDURE
Detail computer printout of perpetual inventory system
balances and costs as of 7 a.m., March 6, 1989
Add: Receipts to inventory supported by copies of
signed receiving documents obtained from suppliers
Less: Cost of shipments from inventory supported by
copies of invoices to customers
Other reconciling items, work -in- process, and raw material
inventory
Estimated stock/inventory as of 2 a.m., March 8, 1989

$2,844,127
926,608
<655,395>
366,217
$3,481,557

_

claim has been fully substantiated, reviewed, and negotiated —a process
that can take months and even years.
Also, you have to fight very hard for
advances. In each of our subclaims we
were able to request and receive one
or more advances. Although it usually
is not written in the insurance policy,
insurance companies generally will
provide you with one advance. They
are very reluctant to do it more than
once, and the amount never will be
more than 50% of what they ultimately
expect to pay you.
The advance game is a terrible lesson to learn. Somehow I always had
thought that business interruption insurance would be like unemployment
insurance; that is, the company would
receive a weekly check from the insurance company over the life of the recovery period. Wrong! The insurance
company is under no obligation to pay
you until the total loss is known. We
had a policy that provided us with business interruption proceeds until we
had restored the destroyed buildings
plus nine months thereafter, a 21month period for us. Had it not been
for loans from our majority stockholder, it would have been nearly impossible to sustain the recovery of the business over such a period. Also, you
have to consider the fact that if the
business does not start over or fails
prematurely, then the insurance company pays out less in losses. Consequently, be prepared for battle when it
comes to advances.

isfactory answers to any further inquiries
would the insurance company issue an
advance or negotiate a final settlement of
the claim. Because all our records were
destroyed, most of the insurance company auditors' time was spent reviewing
our own outside auditors' workpapers
over the past few years.

THE STOCK/INVENTORY
CLAIM

T

he first claim we put together
was for inventory. Only inventory held at outside locations

survived the fire. Because our accounting department made a clear distinction among inventory locations, it was
relatively easy to roll forward the inventory balances from 7 a.m. Monday
to the time of the fire Tuesday night.
See Table 2 for an overview of this procedure.
A peculiar aspect of the inventory
claim was our unsuccessful recovery
of undestroyed, yet unusable, packaging material. Over the years our production area had expanded to the point
that we had only a small packaging
room in the plant. Consequently, we
AP/`Wide World Photos

HANDLING THE AUDITORS
ven though you have submitted a
claim package with extensive support, the insurance company
doesn't send you a check automatically.
It sends out its auditors first In our case,
the insurance company used an independent auditing firm that specialized in casualty losses. The auditing team was
very professional, always scheduled a
mutually convenient time to perform the
field work, and always provided us with
a letter covering the areas or nature of
the audit prior to the team's arrival.
For more than a year and a half, the
basic claim verification procedure
worked this way: The public adjusters
would submit a subclaim or request for
an advance to the insurance company
with a duplicate sent to the insurance
company auditors. The auditors would
perform their work, including an on -site
visit to our offices if required, and file
their report with the insurance company.
Only after receipt of their report and satMANAGEMENT ACCOUNTING /JULY 1942

Our premises looked something like these from a Philadelphia bank building fire.
Nothing survived!
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TABLE 3/INSURANCE SETTLEMENT FOR 03/08/89 FIRE
Interim Advances

Final Settlement

Date Final
Check Received
08/18/89

1,500,000

4,300,000

10/02/89

3,116,986

2,350,000
1,500,000
7,850,000

2,897,745
3,643,552
14,261,100

01/14/91

7,016,823
18,345,248

$

2,500,000

$

$

3,419,803

4,729,882

3,481,557

$

$

Claim Amount

$

Claim
Stock /Inventory
Equipment/Contents
Building
BI /Extra Expense
Total"

01/14/91

'POLICY LIMITwas $15,000,000.

used to have this material delivered to
and stored in a warehouse near the
plant. Then we would shuttle the material over on a JIT basis. The $238,000
of material in the packaging warehouse survived the fire; however, it
was of no value because many of the
items would not be manufactured
again before the material became
damp, dirty, or otherwise contaminated. Further, we could not return the
material to the supplier because it was
made to our specifications and preprinted with our markings. Hence, the
material was obsolete. The insurance
company, however, would not reimburse us for this loss" of material, calling it a "contingent" type of loss. Recoverable losses arise only fromactual
physical damage to company property.

their respective office or work area.
One lesson we learned that I suggest
other accountants follow is: Make a video
of your physical facilities, and keep a
copy off the premises. It is obvious that
a much more comprehensive determination of what you had before a fire could
be determined from this tape.
Another aspect of the equipment
claim was the property destroyed that
belonged to other concerns, such as
the personal property of employees to
rented forklifts to leased computers.
We included these items in the base
claim and then, after settling and receiving the insurance proceeds,
passed the third -party portion to the
respective owner of the lost property.

THE EQUIPMENT /CONTENTS
CLAIM

ost of the building claim was
put together by the public adjuster team. After the public
adjuster's construction and engineering consultants reviewed the actual
construction of our previous building,
they determined what it would cost to
rebuild a new, similar structure. For
background, they viewed photographs
of the lost buildings, interviewed previous contractors (because of various
additions over the years), and obtained blueprints from local building
permit authorities.
In our case the buildings (real property) were owned by third parties and
rented by the company. Consequently,
we did not show any gain or loss for
buildings in our financial records.

he equipment and contents claim
was fairly straightforward. We obtained copies of our depreciation
records from our own outside auditors
and used them as the substantial bulk of
our proof of the existence of a lost item.
When you think about it, though, there
are literally hundreds (if not thousands)
of equipment and contents items that are
not in your depreciation records —anything from staplers to shovels, but basically almost any tangible item under
$500. Further, based on experiences during years of private ownership prior to
my employment it does not surprise me
that some items never were capitalized
and thus not in the depreciation records.
The public adjusters really helped us out
here. With their assistance, we recovered more than the amount of equipment
on the books, primarily because they
physically combed through the debris
and listed the equipment or portions of
equipment found and compared the lists
with depreciation records, and they
brainstormed with each of the retained
employees as to the physical contents of

T
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THE BUILDING CLAIM

THE BUSINESS
INTERRUPTION /EXTRA
EXPENSE CLAIM
he business interruption claim
was the most difficult, time -consuming project with which I
have ever been associated. Fortunately for us, we had business interruption
insurance, which allowed us to resume

business, sustain operating losses for
more than 18 months, and yet still report a bottom line net income in both
of the two recovering years. The hard
part was documenting the claim and
waiting for the funds.
Although simple in concept, the actual claim with real results of a complex business is a great undertaking.
Few businesses resume exactly like
the old business, so this situation gives
the insurance company plenty of room
to knock a claim. The basic business
interruption claim formula is: projected gross earnings less actual gross
earnings less noncontinuing expenses
plus extra expenses. It is easy to know
your actual gross earnings after the
fire, but how do you substantiate what
your gross earnings would have been
had you not burned down? Lots of
room for speculation. We ended up using a sophisticated software program
that calculated and graphed our projected numbers based upon five years
of audited historical data. Noncontinuing expenses are those expenses, such
as selling commissions, that are not incurred in the resumed business and
that must be subtracted from the
claim.
FINAL NEGOTIATION/
SETTLEMENT
ne of the personal tribulations
I had with the insurance recovery process was that after untold hours of preparing, reviewing, and
auditing the claims, the settlement
came down to "horse trading" telephone conversations between our
president and the lead insurance company vice president. Even though I absolutely, firmly believed we could
prove every penny of our claim, it really came down to whether or not it is
worth it to fight over certain points. Remember, also, the money is in their account during the whole process of negotiation. There was tremendous

0
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pressure on us to concede a point and
to accept the insurance company offer,
just to get funds rightfully due us.
Each of the above claims was settled
individually. In each case, we wrongfully assumed that once a claim was
settled, there would be prompt payment. Although the final amount settled upon was a solid number, the insurance company always dragged its
feet in getting a check to us. Table 3
shows the amount of our claim,
amount settled for, advances received,

and timing of the final settlement. As
you can see, you need to be prepared
for the lengthy insurance adjustment
process.
The financial statement disclosure
was not too difficult with regard to the
inventory and equipment nor with the
buildings because they were owned by
third parties. The business interruption insurance posed a problem, however, because of the uncertainty of recovery in the first year. We did not
know the ultimate outcome of the busi-

TABLE 4 /DISCLOSURE IN DECEMBER 31, 1989,
FINANCIAL STATEMENTS
'Balance Sheet:
Assets:
Gain Contingency (Note 11)
'Income Statement:
<Loss> before unusual item and taxes
Unusual hem (NOTE 10):
Gain from insurance settlements
Income before taxes

<1,172,855>
1,243,255
$

70,400
'Footnotes:
NOTE 10 — UNUSUAL ITEM
On March 8, 1989, a fire destroyed the production, warehouse, and
office facilities of the Corporation. The Corporation's insurance
claims regarding inventories, equipment, and other contents were
settled in 1989. Since the insured value for inventory was selling
price and the insured value for equipment and contents, as a going
concern, was replacement cost, the negotiated proceeds exceeded
the value of the assets destroyed and, accordingly, the Corporation
recorded a pretax gain of $1,243,255.
Operations are presently being carried on in temporary facilities
pending completion of the Corporation's new warehouse and offices.
NOTE 11 —GAIN CONTINGENCY
The Corporation is insured for certain business interruption
expenses which have been and are being incurred during the period
of reconstruction. These insurance claims are still incomplete. Once
complete and submitted, the claims are subject to substantiation,
compliance with policy provisions, and review and negotiation by
the insurance company and adjusters. The proceeds, if any, are not
determinable as of February 12, 1990, and are not reflected in the
Corporation's accounts.
DISCLOSURE IN DECEMBER 31, 1990, FINANCIAL STATEMENTS
'Balance Sheet:
Assets:
Receivables:
Insurance claim
$2,161,486
'Income Statement:
<Loss> before unusual item and taxes
<1,456,139>
Unusual Item (NOTE 10)
Gain from insurance settlements
2,609,036
Income before taxes
$1,152,897
`Footnotes:
NOTE 10 — UNUSUAL ITEM
the Corporation was also insured for certain business interruption
.expenses
..
during the period of reconstruction. The claim was
settled in 1990 and final payment received in January 1991, resulting
in a pretax gain of $2,609,036.
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ness interruption insurance claim, so
we could only report the business interruption advances we had received
to that point. Of course in the second
year all was known by the time we issued the year -end financials in February. See Table 4 for excerpts from the
company's audited financial statements relating to reporting the insurance recovery.
After a loss such as ours, it is not unusual for the insurance company to attempt to recover its payments to us
from the parties who allegedly caused
the loss. Before we received our final
settlement, we were persuaded gently
to pledge our support and cooperation
to the insurance company's subrogation case. In fairness to us, we asked
for and will receive compensation for
our time and expenses involved in this
case.
An advantage to entering into a
joint prosecution agreement with your
insurance company is that you can attempt to recover any uninsured losses
you sustained. Uninsured losses are
certain additional losses over and
above those paid by the insurance
company. The negative is that there is
no assurance that the defendants will
ever offer a settlement, the case will ever go to trial, or there will be any recovery down the road. Nonetheless, it
appears to be a worthwhile effort to
work with the insurance company to
recover the losses suffered by each.
Finally, if you ever experience a
loss like ours, be prepared to work two
jobs at the same time. The first, assuming your business continues, is your
normal operating company accounting. The second is a fulltime effort to
recover all insurance proceeds to
which you are entitled.
It is not easy, but, as you have seen,
you can make a substantial recovery if
you are prepared and are willing to
spend the time and effort involved in
the process.
■

Michael A. Coon, CPA, is comptroller
and chief financial officer of GDC Engineering Inc., Baton Rouge, La. He was
a member of the Jamestown - Warren

Chapter, through which this article was
submitted, however, he has recently
transferred to the Baton Rouge Chapter.
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DEVELOPINGEFFECTIVE
MANAGEMENTSKILLS
The secret ofmanagement: motivating people.
You must be fair to all employees without managing everyone the same way. Give an individual as much flexibility as
he or she can handle to enhance creativity and productivity.
A competent manager is a
coach, a teacher, a motivator, a
communicator, a problem solver—and much more. He or she
uses common sense in the
BYEARNEST A.HUBAND,
management process, deleCMA
gates effectively, and follows
up at a sufficient level.
f we were asked to define
A good manager praises efmanaging, each of us
fective performance and repriwould probably use differmands slovenly work, attackent words but with essening problems before they
tially the same meaning. Planmushroom. When you complining, organizing, directing,
ment, you may do it in public,
controlling, decision making,
but reprimand in private. Don't
staffing, coordinating, commuput people down or embarrass
nicating, motivating, and perthem in front of others.
haps even listening immediateOften we confuse a good
ly come to mind.
technician with a good managAll of us know the descriper or a good sales person with
tive words, but how adept are
a good corporate president.
we at putting them into pracEach job requires a specific set
tice? How many really sound
of skills, not all of which overmanagers do you know? How
lap. The skills of an effective
good are you?
During his term as president, Ernie Huband made sure all
manager are considerably difA superior manager creates
members wore their IMA pins. Above, he leads by pinning
ferent from those of an outa work environment conducive
himself.
standing accountant or sales
to achieving the goals of the orperson. Many times a top acganization. These goals may be
valuable skill. As a manager, you can't
countant or a star sales representative
corporate goals or accounting departdo all of the work —and you aren't supwill fail when promoted to a management goals, but, in either case, the
posed to do it all. You must choose the
rial position, especially when he or she
same principles are employed to
right employees and then see that they
is expected to perform well but isn't
achieve them.
given proper training or guidance with
The first step is to communicate each are properly trained for the task to be
the new duties.
goal to your staffs —tell them why it is im- handled. It is very important to match
the right person with the task to be
portant. Get the players involved in the
performed. An overqualified staff
process. If they are fully involved, they
LEADERSHIPYSMANAGEMENT
member can cause as many problems
will operate like a team, play enthusiass there a difference between a leadas an underqualified one.
tically, and perhaps develop innovative
Each employee cannot and should
er and a manager? Many behaviorways to reach the goal.
al experts say yes. A manager is folnot be managed the same way.Some
employees need very close supervilowed because of the authority vested
MANAGINGPEOPLE
in his or her job responsibility. A leadsion, while others operate more effectively within broad guidelines. As a
er makes people want to follow. In othffective managers get things done
manager you need to know what kind
er words, you act because your managthrough people. Motivating and
of treatment is required and provide it. er is the boss, but you perform for the
leading people may be your most

The following article is based on
formerIMA President Ernie Huband's presentation at an IMA
Professional Education Program. A teacher as well as corporate leader for many years,
Mr. Huband believes that leadership is a skill that can be acquired and should be nurtured
constantly.
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leader because you want to follow the
example being shown. The leader is a
role model.
Sometimes managers lose effectiveness because of their style. The new
work force demands a different type
management approach than was appropriate in past decades. In most job
situations today, the Theory X, or autocratic, manager is not well received.
Ile Theory X manager acts on the assumptions that human beings have an
inherent dislike for work, have to be directed, and must be coerced into performing. The well- educated work force
of today just doesn't fit this theory.
On the other hand, a Theory Y manager sees work as very natural. Such
managers believe employees will exercise self - direction, are committed to
objectives, and seek responsibility.
Granted, not everyone thrives under
Theory Y alone, either. A skillful leader will assess the attitudes of his or her
employees and institute Theory X,
Theory Y, or a combination of the two
as necessary.
Leadership also is the process of influencing people so they will strive
willingly toward the achievement of
group goals. A leader focuses attention
on getting the task done, showing a
concern for people. He or she tries to
balance the employees' personal
needs with the task to be performed.
Leaders inspire confidence, convey
enthusiasm, and build a team of players that will do their utmost to succeed
and help the boss and the organization
succeed. Leaders don't issue autocratic edicts and bully people into submission.
Motivation is another key aspect of
good management. In order to get
things done through people, you must
be aware of their needs, wants, and
motivation. Too often we think money
alone motivates people, but there are
many other components such as compliments, accomplishment, feeling of
contributing, job satisfaction, and appreciation. When a group of managers
recently was asked what motivates
them, surprisingly money was not
high on the list. In fact, it was preceded
by achievement, recognition, challenging work, advancement, job growth,
and responsibility.
In today's tumultuous business environment, salary increases often run
from zero to 3 %. These small rewards
certainly do not encourage employees.
Things that do motivate are perpetual.
The raise tends to be forgotten, but
compliments and reinforcement continue. Therefore, give your employees
MANAGEMENT ACCOUNTING /JULY 1992

Do you manage stress or does It manage you? Above, the author's solutlon.

positive feedback, such as a word of
encouragement or acknowledgment.
Be responsive to their personal needs
and problems, and always be ready to
listen. Be fair and flexible in your dealings with them, and they will reciprocate.
You also can motivate individuals
by structuring their jobs to make them
feel good about what they are doing
and yet still meet the organizational
goals. It has been said that enthusiasm
makes the difference and that knowledge is power and enthusiasm is the
switch that turns it on. People tend to
follow as they are led. If you as manager are enthusiastic and goal-oriented your attitude will be contagious to
those around you. You have to find a
way to unleash the knowledge and enthusiasm that others have. You must
find the spark that will ignite employees to accomplish what they are capable of achieving.
Know what it takes to motivate your
employees. Find the switch!

COMMUNICATION
n effective manager also is an effective communicator. Communication is conveying meaning or
understanding from one person to another. Communication is successful
when the same information that is
transmitted is received "loud and
clear."
The best method of communication

is written. If the message is well written and well thought out, then less confusion should exist between the sender and receiver. Written
communications should be clear and
concise. Get to the point —don't ramble and try to tell everything you know
about the issue. With business communications such as policies, procedures, handbooks, manuals, and so on,
you must be particularly careful. Sloppily written manuals can lead to dysfunctional activities throughout the organization.
Communications in business flow
downward, upward, horizontally, and
through the grapevine. Often there is
too much communication from the top
and not enough from the bottom. Communications from the bottom up may
be the most important yet get the least
attention. For example, employee surveys may identify morale problems,
while exit interviews with terminated
employees could help identify organizational problem areas. How often do
you pay attention to the upward communications?
The more informal communication
chains occur between peers and
across organizational boundaries. The
grapevine can be effective or ineffective, depending on whether it is used
for gossip or actually spreads accurate
information. Sometimes the quickest
way to get information disseminated is
to place it on the grapevine.
For communications to be effective,
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some feedback to ensure understanding may be essential. There are a number of barriers to understanding the
message, including language differences, inability to listen, or the use of
body language. The level in the organization of one person compared to another also may influence the effectiveness of communication. For example,
the chairman casually may say to a
middle manager that it would be nice
if certain things were done a new way.
The middle manager thinks because
the chairman said it would be nice that
he must act. Maybe the chairman was
engaging in wishful thinking and did
not really want to make changes.
When I'm talking with people or
making a presentation, I recommend
Tom Peters' In Search of Excellence
and Kenneth Blanchard's and Spencer
Johnson's 77ae One Minute Manager.
Even though they were written several
years ago, thesse books are relevant
today. I remember when I was at Signet I used to manage by walking
around and visiting with people to see
how and what they were doing and if
they felt comfortable. It felt great when
I read those books and found out I was
doing the right thing!

DOYOUMANAGETIME?
ime management is another sign
of managerial skill. Do you manage your time, or does time manage you? To be an effective manager,
you need to get control of your time
and help those who work for you do
the same.
Managing your time means investing your time to accomplish what you
decide is important. How often have
you heard someone say, "I don't have
enough time." 'Tile fact is we all have
24 hours a day. We spend that 24
hours a day on what we think is important. Perhaps to say "I don't have
enough time" means we don't give the
particular job high priority.
Many false assumptions abound
concerning time management. Some
people feel that an active manager gets
a lot done or the harder one works the
more he or she gets done. The effective manager is one who manages time
for results —he or she works smarter,
not necessarily harder.
Everyone can learn to use time efficiently. A senior corporate officer at
one company had a significant time
management problem. After he returned from a time management seminar, I was shocked to see him con
ducting stand -up meetings. He had
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learned it isn't wise to let people get
too comfortable at meetings and thus
prolong their length.
Each of us needs to evaluate our tune.
What are our time stealers, and what can
we do about them? Most time loss probably comes from lack of organization. Another culprit—too many meetings. A
sound rule is: Plan meetings only when
necessary, and set an agenda with a stipulated time to cover the topic. Don't hold
meetings just for the sake of having a
meeting. When people come to your office, don't let them get too comfortable or
they may stay too long. If you plan to
meet in another person's office, you can
leave at any time, which may help you
control your time.
Another time stealer is the inability
to delegate. Don't try to do it all, but
delegate to others and then follow up.
As confidence builds, less followup is
needed. Other time stealers frequently
mentioned are the telephone, mail, interruptions, and changing priorities.
Learn to manage and control them so
they don't control you.
All in all, the most significant time
thief may be failing to plan your time. If
you fail to plan, you plan to W. Get control of your time so you can accomplish
what is important in an effective manner.

PERFORMANCEAPPRAISALS
manager also must appraise his
or her staff properly. A strong
manager will address both
strengths and weaknesses in the appraisal. Weak managers tend to avoid
problems to prevent hostility or store
trivial items and then unload on the
employee in the appraisal.
A performance appraisal should not
include surprises to the employee. If
the manager has done his or her job,
problem areas would have been covered when they occurred and not suddenly pop up in the appraisal. Then the
appraisal meeting can become a routine assessment of performance.
The performance appraisal must be
fair and objective. Overrating an employee is just as bad as underrating.
The appraisal becomes a part of the
worker's permanent file and is used in
transfers and promotions, so don't
avoid a problem by rating at a level that
enhances the employee's ability to
transfer to another area.

STRESSMANAGEMENT
n today's business environment replete with mergers, acquisitions,
restructures, and changing assign-

ments, stress appears to be natural.
The effective manager, however, must
cope with stress and even manage it
Do you manage stress or does stress
manage you? Do you believe that most
stress is self - generated? Perhaps trying to do too much or trying to please
everyone causes you to take on much
more than you are capable of doing.
Stress consists of tension or pressures that are a natural part of managing and life. The stress inside you
builds up tension and may impact your
effectiveness as a manager, as a
spouse, or even as a human being.
Let's face it, business decisions,
changes in the family and business environment, high expectations, and fear
of failure are just a few causes of
stress. As a manager, you need to handle your stress. You must have an outlet. Over the years mine has changed.
For many years I was a drummer.
What better way to deal with stress
than pounding on the drums! I also
spent many evenings on the softball
field. Some people exercise, some people read, some go to the movies or get
away for the weekend. Just remember
to pursue a healthy outlet and not get
caught up in a routine of too many
drinks before dinner as your stress reliever.

STARTTODAY
have dealt with just a few managerial techniques, but we can't make
the mistake of underrating managerial principles. There are just not
enough really good managers in business today. All of us want to be good
managers and, by our standards, may
be, but we need to continue to work to
develop our skills. We need to focus on
ourselves objectively, and we need to
listen to others because they may see
us in a different light. We need to continue to develop effective management
skills if we want ourselves, our employees, and our companies to succeed! ■
Earnest A. Huband, CMA, a former na-

tional president of IMA, was senior vice
president of Signet Banking Corp. in his
corporate career. Now he teaches cost
and management accounting at Virginia Commonwealth University in Richmond, Va.
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GETTINGFASTER
DECISIONSFROM
YOURBOSS
Take heart —it may seem tedious, but it isn't impossible!

International /Ron

BYJAY T. KNIPPEN,THAD B.
GREEN,AND KURT SUTTON
very so often you run into a
person who puts off making a
decision and leaves you
hanging in "never, never
land." Chances are that this makes you
mad, or at least frustrated, especially if
the person is your boss.
You:... So as 1 see it that's what we
need to do.
Boss: Aat sounds great. Let me get
back to you.
You (to yourseo: "Let me get back to
you. (Pause) Let me get back to you."
Translated, that means that I'll never

hear about it again unless 1 bring it up.
1 worked so hard to get everything we
needed. And what do 1 get for my ejbrts?
"Let me get back to you. " Well, ...1 guess
I just have to live with it.
You don't have to live with it. You
need not be stuck forever relating to a
boss who for one reason or another
finds it difficult to make a decision.
There are some avenues you can follow to help your boss come to a decision more often and faster.
• Prepare to help your boss.
• Tell your boss the nature of the decision to be made.
• Give your boss the information
needed to make the decision.
• Ask your boss for a decision.
• Give positive reinforcement for a
decision.
PREPARE TO HELP YOUR BOSS
hink about why your boss
doesn't make a faster decision.
For many it's the fear of being
wrong and appearing to others as less
than competent This fear can petrify a
MANAGEMENT ACCOUNTING /JULY 1992

If your boss has all the information about the altematives. she will feel more comfortable
about making a decision.
-47

person into inactivity. The way never
to make a wrong decision and look bad
is simply never to make a decision.
For other people it's the overriding
desire for everything they do to be perfect. Still other reasons might be that
the boss doesn't think the subject is
important, or perhaps she or he simply
is a poor communicator. Whether you
are dealing with a procrastinator, a
perfectionist, or a poor communicator,
your goal is to get the boss to change
his or her ways.
Your first step is to set your
goal— "get an immediate decision."
Accomplish this goal by developing a
plan that will provide all the information your boss will need to make the
decision. Obviously, the next step is to
gather all (not almost all) the needed
information. The key is to be sure you
have every bit of needed information.
Forgetting one piece, no matter how
minute, will ensure that another decision will be postponed.
Armed with every bit of information, spend some time contemplating
possible objections the boss might
have to making an immediate decision. Remember that these reasons do
not have to be normal or rational by
your standards. However silly or ridiculous, they are still the stumbling
blocks preventing you from getting to
where you need to be. For each possible objection, devise a scheme or plan
to overcome it. Be prepared to handle

Getting a
decision: The key
is to persist
subtly but
relentlessly.
each objection separately. Treating
them lightly, lumping them together,
or thinking they will go away of their
own accord is an open avenue to indecision.
You (to yourselO: Why does Dave
(the tournament director) put off makingdecisions? He seems to have a fear
of making a wrong decision and possibly
appearing incompetent to the advisory
committee of community business leaders who act both as a board for advising
Dave and as chairpersonsofthe various
projects. He probably remembers last
year when he was hired just two months
before the fifth annual PGA Gold Tournament because the committee had to
fire the previous director for making a
series of poor decisions. It's only natural
that he might be overly sensitive about
making correct decisions. Dave also appears to have a large ego —he wants to
make sure he receives all the creditfor
a successful tournament.
My current objective is to get Dave to

make a decision on ordering the golf
shirts to be worn by the tournament volunteers. To do that he will have to make
five sub decisions. the style of shirt, the
color, whether plain or striped, the size
of the logo to be printed, and which bid
to accept. I have all of the options from
which he may choose.
What objections might he have? He
might want to delay ordering the shirts
until we know exactly how many volunteers we will have and what size each
wears. We can't afford that luxury as we
wont know until one week before the
tournament, and we would be running
the risk of not having any uniforms. Let's
see, we had 121 volunteers last year.
Dave also will feel that because it is
four months before the tournament, we
have plenty of time to order the shirts.
That's true, but we have other, more
pressing things that have to be handled
closer to tournament time.
Having thoroughly prepared for
any possible objections, the next thing
to do is to schedule a meeting with
your boss. Select the time most conducive to arriving at a decision. When
during the day or week is she or he
free of other distractions that might inhibit a decision?
You: I'm going to call Dave's secretary and schedule a meeting with him
for early tomorrow afternoon. He's at his
best after lunch but a safe distance from
leaving for the day.
FPG Intemationol /Ron Rcmar

it you're prepared, your boss won't have an excuse for not making a decision.
48

MANACEMEN'I'ACCOIJN-IIN(;/JIJLY 1992

luTa

TELL YOUR BOSS
ABOUT THE
DECISION
fate what the decision is, and indicate
why it has to be
made. Possible reasons
might be that you need to
cut the cost, get the
equipment running, satisfy a customer, handle a
problem employee, or do
something in a particular
manner. Finally, indicate
when the decision must
be made and why. Be
sure to give strong reasons why it has to be
made on time. Include
reasons that focus on
benefits to the boss if the
decision is made on time
and what suffering might
occur if it is delayed.

cision. There are many
different ways of doing
this: "What's your decision?", "What should we
do ? ", "What will it be ? ",
"Should I go ahead with
option 1 ? ", or "If it's OK
with you, I'll go ahead
with option 1."

Decision time: Make clear the costs of not making a decision now.

You: Dave, we need to make some decisions regarding the shirts for the volunteers and get them ordered now so that
when weget closer to the tournament we
will have one less decision to make.
You're so busy the month before the tournament that any decision that can be
made earlier will free the time that's
needed desperately in that last month.
Also, by ordering them now we will
avoid any problem of their being delivered too late.

GIVE YOUR BOSS THE
INFORMATION NEEDED
fate the goal, and indicate any
constraints on making the decision. list the options available,
and summarize the pros and cons of
each, mentioning the specific benefits
to the boss for your preferred option
and showing how the benefits outweigh any disadvantages. Get your
boss's reaction and any additional options she or he might suggest. Last,
recommend how you feel the decision
should be made.
You: We need to make a decision today regarding the ordering of the shirts.
The only thing preventing us from making that decision is that we don't know
the exact number of volunteers, and of
course we don't know their sizes. Based
on the fact that we had 121 volunteers
last year, I think we should order 150
and rely on our supplier to decide how
many of each of the three sizes we should
order. Any extras we have can be used for
special gifts or be sold to the volunteers.
That leaves you with five decisions to
MANAGEMENT ACCOUNTING/JULY 1992

make: style, color, striped or plain, how
large a logo to print, and which bid to
accept. Because we made a profit last
year and because this is a high - quality
tournament, I feel that we should choose
the higher - quality shirt. 1 also suggest
that you go with the green and white
striped shirt as it stands out more than
a solid- colored shirt. Id choose green for
all the trees and grass involved in the
sport and white because of the color of
the ball. I would suggest that you go with
the smaller logo because it is less obtrusive and because there will be so many
of the shirts being worn no one will have
a problem identifying the volunteers.
The last decision is easy. Our lowest bid
is from the supplier we used last year.
Because we were pleased with last year's
shirts and because that supplier has the
best reputation of the three bidders, I
think you will want to choose the same
one again. What do you think of these
ideas?
Boss: I guess 1 don't share the same
sense of urgency in getting the shirts ordered that you do. Especially regarding
the decision as to whether we go with the
striped shirts or stay with the plain ones,
I'd like to think about it for a few days.
You: 1 think by comparing the samples we have here, we could arrive at a
decision and have one less thing that
needs to be acted upon when time gets to
be so crucial.

ASK YOUR BOSS FOR
A DECISION
ummarize the reasons previously given for making the decision
now, and ask your boss for a de-

You: In order to have
as much time as possible
at tournament time, let's
decide on the shirts now. If
it's OK with you, 171 order
150 of the higher - quality,
green and white striped
shirts with the smaller logo from Unique Shirts.
Boss: Wait. Wait.
Wait. I've reallygot to give
some thought to this. I just
can't decide now.

If the boss does not
make a decision, point
out the danger of waiting, and ask
again for a decision.

You: If we put off making this decision it's just going to crowd us at tournament time. What do you say? Let's decide and put this one to rest.

Boss: I... I just can't do it that fast.
If the boss refuses to make the decision now, find out what part of the decision she or he is uncomfortable with,
and determine that everything else is
satisfactory. Once you get her to decide on a portion of the decision, isolate only the part that is causing trouble and go for a decision on just that
minor part. By narrowing the decision
down to a small area, you increase the
likelihood that she will be able to make
it.
You: I sense that you are comfortable
with a part of the decision, but something is keeping you from deciding.
Boss: You're right. It's those striped
shirts. I'm worried about their being too
gaudy.
You: So everything else you're comfortable with; it's just the striped or plain
issue. Is that right?
Boss. Yes, I guess so.
You: Great! Let's decide that one issue and we'll be done.
Boss: I can't. I just need some time to
mull it over.

If he still can't decide, agree on a
time when he will make the decision
and when and how he will notify you.
Make a note on your calendar as to the
agreed -upon date and follow up if he
does not notify you by that date. If he
still is unable to make a decision, repeat the above steps, starting with the
reasons he needs to make the decision
49

Once your boss has made a decision, give him positive reinforcement.

now. Once he makes the decision,
summarize what you and he have
agreed upon.
You: When will you have a decision?
Boss: I've got to have at least a week
to think about it
You: So, next Friday?
Boss: OK, next Friday.
You (next Friday): Hey, Dave, what's
your decision on the shirts?

You: OK, 171 order 150 of the high quality green shirts with the small white
logo from Unique Shirts. That's great.
GIVE POSITIVE
REINFORCEMENT FOR
A DECISION
nce your boss has made the decision, give her positive rein forcement—a lot if the decision

Boss: You've got the memory of an elephant! Don't you ever forget anything?
Go ahead and order them, but 1 can't go

0

Determine why boss won't make decision. Perhaps he ...

At meeting, tell boss which decision must
be made.
• Give all the information.
• List the options.
• Show how boss will benefit from the
decision.
• Get boss's suggestions and reactions.
■ Recommend a choice.
■ Ask for a decision.

■ Is fearful of being wrong.
■ Thinks it isn't important.
■ Is a perfectionist.
■ Is a poor communicator.
■ Is a procrastinator.

Prepare to meet with boss.
• Obtain all the information to make
decision.
• Think of possible objections.
• Develop a plan to overcome each
objection.
• Handle each objection separately.
Schedule a meeting.
■ Choose time boss is most likely to
be undisturbed and in decision making mood.
50

with the striped shirt. Let's order solid
green shirts with white logos.

React if boss refuses to decide.
• Find out which part of decision is
the stumbling block.
• Isolate this part,
• Agree on a time the decision will be
made.
• Follow up on that date.
Give positive reinforcement as reward
for decision.

was made immediately and somewhat
less if it took some time. Even though
the amount of time may have seemed
excessive, you need to reward any decision with positive reinforcement.
You: Thanks a lot for deciding on the
shirts. That's one less decision we'll have
to make during that last month.
I've been wanting to ask you when we
are ...
Getting decisions faster can bring
out your persistent personality. The
key is to persist subtly but relentlessly,
but be careful not to come across as
being too pushy. Remember, having a
reliable plan to follow will make the job
easier.
■
This article is an excerpt from a forthcoming book titled The Other Side of
Management.
Jay T. Knippen is a professor in the Col-

lege of Business Administration, University of South Florida. He can be
reached at (813) 974 -4155.
Thad B. Green is a business author
and consultant. He can be reached at
(404) 961-3737
Kurt Sutton is president of Kurt Sutton and Associates. He can be contacted
at (404) 945 -8209.
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HOW USEFUL IS
THE STATEMENT OF
CASH FLOWS?.
Very useful, according to this recent survey.
BYMARCJ.EPSTEIN
AND MOSES L. PAVA
etween 1970 and
1973 the now
bankrupt W.T.
Gran t C omp any
was reporting net income
above $40 million per year.
At the same time, the cash
flow provided by operations was decreasing at an
alarming rate —by 1973 net
cas h o ut flo w was more
than $90 million.' This story is a classic piece of evidence of the usefulness of
cash flow information as a
tool for predicting future
firm performance.
With the aid of 20/20
hindsight, it is clear that
the deteriorating cash position should have provided
an early warning signal to
investors and other interested parties. For many investors, however, when the
news of W.T. Grant's impending bankruptcy finally
reached the market, it was
too late. They had accepted
the reported earnings per
share figures with blind
faith and neglected to examine cash flows.

(effective for financial statements for fiscal years ending after July 15, 1988),
firms are required to furnish a "statement of cash
flows." This requirement
represented a departure
from APB Opinion No. 19,
which required companies
to report the so- called
"statement of changes in financial position." Under
APB No. 19, the companies
reported changes in "working capital" rather than
showing cash flows.
According to the FASB,
the information provided in a
statement of cash flows will
allow investors and other interested parties to assess:

• The enterprise's ability
to generate positive future net cash flows;
• The enterprise's ability
to meet its obligations,
its ability to pay dividends, and its need for
external financing;
■ The reasons for differences between net income and associated cash
According to authors Epstein (seated) and Pava, investors are avid
receipts and payments;
readers of the cash flow statements.
■ The effects on an enterprise's financial position
of both its cash and noncash investing and of its financing
transactions during a period.
FASB FOCUSES ON CASH FLOW
iscussion about using cash flow to measure firm performance has increased since the W.T. Grant bankruptcy. The Financial Accounting Standards Board
(FASB) has acknowledged the usefulness of cash flow information through the issuance of both Concept No. 5 (SFAC
No. 5) and Statement No. 95 (FAS No. 95). Under the latter
52

Were the FASB's high expectations justified? To what extent do investors read, understand, and use information contained in the statement? This question represents an important issue to management, regulators, and users of financial
accounting information.
Management, in particular, has a responsibility to report
MANAGEMENT ACCOUNTING /JULY 1992

INVESTORS ARE LEARNING
e examined the responses to a survey questionnaire sent to 2,359 shareholders in all 50 states
across the country. These shareholders represent
a random sample of all shareholders owning at least 100
shares of one stock on either the New York Stock Exchange
or the American Stock Exchange. In total, we received 246
responses. Statistical tests, including a test for nonresponse
bias, were performed. All results reported here are statistically significant. The content of the questionnaire was based
on an earlier survey conducted in 1973 by one of the authors
(Marc J. Epstein).' Where appropriate, we compare the current survey results to those of the earlier study. We therefore can compare investors' responses both prior to and following the issuance of FAS No. 95.
Do corporate shareholders read the cash flow statement?
To answer this question, we look at the responses and compare readership of the cash flow statement with readership
of the balance sheet and the income statement. Table 1 displays the results of this survey question, both for the current
study and for the 1973 study. These results show that a majority (51.8%) of investors read the statement of cash flows
somewhat thoroughly. While investors continue to read
both the income statement and the balance sheet more than
the statement of cash flows, it is clear that today they spend
more time on the statement of cash flows than in 1973
(45.9%). Notice that while the readership of the cash flow
statement has increased, readership of the income statement has dropped dramatically —it has decreased by 11%
during the past 17 years
(1973: 71.8% vs. 1991: 60.5 %).
The picture that emerges
from the survey is that investors are increasingly more focused, in particular on the
statement of cash flows.
Table 2 displays results
concerning investors' ability
to understand the statement
of cash flows. First, more
than 71% of all investors do
not report that the statement
of cash flows is difficult to understand. Second, and more important, while the statement of cash flows is reported to be
slightly more difficult to understand than the balance sheet

W

TABLE VREADERSHIP OF CORPORATE
ANNUAL REPORT ITEMS
J
How thoroughly do you usually read the following
Items in an annual report?
%

information useful to corporate shareholders. In designing
annual reports, management must adopt a communications
perspective rather than a mere compliance orientation. This
perspective means experimenting with the format and content of the statement of cash flows and determining the best
way to publicize cash flow information.
Previously, little evidence was available to evaluate the
usefulness of the statement of cash flows. Most studies concerned with this question have adopted a market -based
methodology. Using this methodology, researchers have
been unable to document a consistent relationship between
stock prices and cash flows and therefore have been reluctant to reach any firm conclusions concerning the usefulness
of cash flow information.
But when we carried out a survey of common stock investors, the results unequivocally supported the overall usefulness of the statement of cash flows. Our study, which
compared results from surveys in 1973 and 1991, provides
the first unambiguous empirical findings in this area.

of Respondents Who Read Item
Somewhat Thoroughly

Income Statement
Balance Sheet
Cash Flows
Changes in Financial
Position

1973

1991

Pre-SFAS95
71.6

Post-SFAS95!

XXXX

60.5
59.5
51.8

45.9

XXXX

55.3

(cash flows: 28.5% and balance sheet: 28.1 %) and considerably more difficult to understand than the income statement
(income statement: 15.7 %), the difficulty has decreased significantly over the past two decades. The statement of cash
flows is much easier to understand than its predecessor, the
statement of changes in financial position —about one -third
fewer investors have difficulty in understanding the statement of cash flows. When we compare the cash flow results
with the reported changes vis -a-vis the income statement,
we find there has been relatively little change for the income
statement but a dramatic decrease in difficulty for the cash
flow statement.
Table 1 reveals that a majority of investors read the statement of cash flows, and Table 2 indicates most investors understand it, as well. These results, while underscoring the improvements in the statement, do not imply that it currently meets the
needs of all users. For example, in response to the question: On
which of the following items would you like to see further explanation?, more than 40% of the respondents answered yes in
reference to the statement of cash flows. This finding suggests
that while the statement has evolved successfully in the past 20
years, a sizable minority of investors still have difficulty understanding it and believe that more explanation would aid in their
investment decisions.
MANAGERS' CHOICE:
DIRECT OR INDIRECT FORMAT
ne of the most controversial aspects of FAS No. 95 was
the decision to allow companies to use the indirect
method in reconciling net income with cash flows from
operations, rather than requiring the direct method. While the
FASB recommended the use of
the direct format, it felt that
firms should have an opportunity to learn and experiment with
the indirect method first Nevertheless, it felt that the direct
method eventually would become standard practice.
The indirect method is
much less intuitive and requires a higher level of sophistication to understand
than does the direct method.
Under the indirect method, firms begin with net income and
make adjustments to arrive at cash flows from operations.
For example, under the indirect method, a firm would

0

The Statement of Cash Flows
is easier to understand than
the Statement of Changes in
Finaneial Position.
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TABLE 2 /DIFFICULTY OF CORPORATE
ANNUAL REPORT ITEMS
Which of the following do you often have difficulty
understanding?
%

of Respondents
Who Have Difficulty
1991
1973
Post - SFAS95
Pre - SFAS95
15.7
14.6
32.2
28.1
XXXX
28.5

the balance sheet are traditional and well- known.
Our study clearly indicates that the statement of cash
flows is more widely read, is more easily understood, and
is becoming substantially more useful than its predecessor,
the statement of changes in financial position. This fact is
due to three primary factors:

Income Statement
Balance Sheet
Cash Flows
Changes in Financial
Position

41.7

XXXX

add the effects of depreciation expense or subtract any increases to accounts receivable during the accounting period.
By contrast, the direct method provides a separate line item
for each of the sources and uses of cash. Investors are presented with precise dollar amounts for collection from customers, payments to suppliers, and so on. Interpreting the
meaning of the adjustments under the indirect method is
much more difficult than interpreting the more straightforward presentation under the direct method.
Given that the vast majority of companies opt for the indirect method and given that
this format is more difficult to
comprehend, it is not at all
surprising that many investors continue to have difficulty understanding the statement of cash flows. A recent
survey reported that of the
"600 survey companies presenting a statement of cash flows,
15 used the direct method and 585 used the indirect method."' Management that is interested in communicating useful and understandable information should use the direct
format. Cost considerations are usually minimal, and the
benefit of enhancing financial statements by issuing a more
comprehensive statement of cash flows is significant.

1. FAS No. 95. Numerous changes in the definition and format of the statement have allowed investors to read and
understand it more easily. In addition, comparability
across firms has been improved substantially.
2. Investor awareness. Investors' awareness of the importance of cash to investment decisions has grown. Investors have refocused. Cash is king.
3. Deterioration in credibility ofearnings. Investors have less
confidence in the net income figure. They are paying less
attention to the accrual 'number as reported in the income
statement, and they understand that earnings are not a
sufficient measure of firm performance.
Investors are more sophisticated than they were in 1973. We
do not find it surprising, therefore, that they are basing decisions on a wider range of information. More aware of the
reporting choices available under generally accepted accounting principles, investors are suspicious of the net income figure as a measure of firm performance. The cash
flow, in contrast, is not affected by accounting rules. Cash
flow provides a more "tangible" yardstick by which to
measure a firm's performance. While investors continue to attribute higher levels of usefulness to the
income statement and the
balance sheet, they are also
careful to investigate cash
flow data. The trend is to focus more attention on cash flow than ever before.

Investors have refocused.
Cash is king.

ur most important results are displayed in Table 3.
Investors were asked to rate the statement of cash
flows in terms of its usefulness in making investment
decisions.
As can be seen from Table 3, a majority of investors report that the statement of cash flows is a useful source of
information (50.2%). Once again, the statement of cash flows
does not score as well as the income statement or balance
sheet, but the number of investors who found it useful increased strongly between 1973 and 1990. Over the same period, the usefulness of the income statement decreased by
about 7%. The evidence could not be clearer. Investors use
the statement of cash flows more, and the income statement
less, than previously.
The data in Table 3 strongly emphasize the importance
of the statement of cash flows. That the statement does not
outperform the balance sheet and the income statement is
not surprising. The statement of cash flows has been required only since 1988, whereas the income statement and

0
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ince 1973 managers, investors, and regulators have become more aware of the importance of cash flow, as
distinct from other investment signals (particularly net
income). The survey results reported above strongly suggest that, indeed, the statement of cash flows does provide
investors with useful information. There is every reason to
believe that investors' reliance on the statement of cash

TABLE 3 /USEFULNESS OF CORPORA
ANNUAL REPORT ITEMS
How useful for your investment decisions did you

find the following Items in the annual report?
%

INVESTORS USE IT

WHAT'S AHEAD?

of Respondents Who Ranked

Item Somewhat Useful
1973

Pre-SFAS95
Income Statement
Balance Sheet
Cash Flows
Changes in Financial
Position

63.6
51.2
XXXX
42.1

1991
Post - SFAS95
57.0
57.1
50.2
XXXX
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flows will continue to increase. As they become more famil- of Business, Yeshiva University. He may be reached at (212)
iar with the relatively new statement, they no doubt will read
960 -0845.
it more and find it less difficult to understand. Further, as
The research outlined in this article is a part ofa larger
the FASB continues to develop the accrual accounting mod- study by the authors titled The Shareholder's Use of Corpoel (e.g., postemployment benefits), and as the model departs
rate Annual Reports, to be published later in 1992 byJAI Press,
more and more from a cash flow framework, it will become
Inc., Greenwich, Conn.
increasingly important to comStatement of Cash
Flows
pare the income
For the Years Ended
statement with
December 29,
December 30,
December 31,
Dollar
Amounts in Thousands
_
1990
1989
1988
the statement of
Cash Flows From Opsradrig Actliddes:
cash flows. In
Net earnings
other words,
$131,434
$114,367
S 97,886
Adjustments to reconcile net earnings to net ca sh provided by
the benefits
operating activities:
from using the
Depreciation of property, plant and equi pment
50,190
40,656
33,260
statement are
Amortization of goodwill and other inta ngibles
12,871
11,933
7,476
expected to inLoss on retirement of fixed assets
2,406
1,805
2,508
crease as the
Exchange (gain) loss
(1,440)
3,232
(609)
costs (in terms
(Decrease) increase in deferred taxes
(10,547)
14,738
(31,330)
of time and enIncrease in minority interest
1,444
813
3,136
ergy needed to
(Increase) decrease in accounts receivable
(31,098)
(30,797)
11,082
understand the
Increase in inventory
(29,026)
(43,831)
(28,981)
Statement) di(Increase) decrease in other current asset s
(13,264)
(11,386)
10,854
minish.
Increase in accounts payable and accrual s
62,177
13,084
34,284
Although the
Increase (decrease) in tax reserves
2,151
(5,215)
(801)
Strong increase
Net cash provided by operating activities
177,298
109,399
138,765
in reported usefulness of the
Cash Flows From Inv@ th Aadvitias:
statement of
Payments for purchase of property, plant and equipment
(108,374)
(100,342)
(103,124)
cash flows is reAcquisition of Dental Research Corporation, net of cash and
assuring, we beshort-term investments acquired
(132,236)
lieve there is
Other
(7,78S)
(19,534)
1,716
still room for imNet cash used in investing activities
(116,1S9)
(119,876)
(233,644)
prOVement. CurCash Flows From Financing AcdvkM s:
rently, less than
Repurchases of Common shares
5% of firms use
(28,188)
(14,971)
(1,795)
Other Common stock activity, net
the direct for12,321
11,869
4,281
Net proceeds from issuance of debt
48, %7
113,221
24,175
mat for reportFinancing of Dental Research Corporation acquisidon
133,000
ing purposes.
Payment of dividends
(38,182)
(33,531)
(28,759)
Managers interested in comNet cash (used in) provided by financing activities
(S,082)
76,588
130,902
municating
Effect of exchange rate changes on cash and
clear and undershort -term investments
8,686
1,584
(3,774)
standable inforNet
increase
in
cash
and
short
-term
investments
mation have an
64,743
67,695
32,249
Cash and short -term investments, beginning of year
incentive to be321,279
253,584
221,335
gin to experiCash and short-term investments, end of year
5386,022
$321,279
$253,584
ment with alterSupplemental disclosures of cash flow information:
native methods
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od. Nothing less
than the crediMore Investors rely on the statement of cash Flows to gauge corporate performance.
bility of management is at
'James Largay and Clyde Stickney, "Cash Flows, Ratio Analysis and the W.T.
stake. Nevertheless, in a period when accounting is coming
Grant Company Bankruptcy," Financial Analystslourxal,July- August 1980, pp.
51.56.
under intense criticism, the survey results reported here
document some good news about accounting.
■
'Marc J, Epstein, The UseAlness ojAnnual Reports to Corporate Shareholders, Bu.
reau of Business and Economics Research, California State University, Los Angeles, Cal., 1975.
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Does More
Mean B
How many employers really need graduates offive year programs?
BY EMILMILACEK AND
CARLP,ALLEN
ccounting education is experiencing major changes.
More and more jurisdictions
are approving legislation that
mandates 150 semester -hours of accounting education in order to practice
public accounting. In addition, the Accounting Education Change Commission (AECC) is asking schools to discourage the use of courses and
programs that are principally designed
to prepare students for a professional
exam.
We are concerned with whether
these changes in accounting education
are good for the profession. We believe that before costly structural revisions are made to accounting programs, colleges and universities
should consider the needs of their customers —the students. How much education is really needed to prepare students for a career in the accounting
profession?
HOW MUCH EDUCATION?
oday much of the accounting
work in business and industry is
done by persons who have less
than a bachelor's degree or a bachelor's degree in a business area other
than accounting. Many graduates with
an accounting degree have found, for
one reason or another, entry level jobs
that don't require the technical knowledge learned in an accounting program. According to the records of university placement offices, many
accounting graduates accept jobs with
the title of "clerk" and "technician."
Do persons destined to become ac56

Accounting students may be getting too much education.

counting clerks, technicians, and paraprofessionals (support persons) need
five years of formal academic preparation? If the answer is no, then a large
number of graduates from comprehensive university accounting programs
will be receiving academic preparation
that is either inappropriate or in excess
of their needs.
In theory, at least, the range of
courses (body of knowledge) required
for the typical accounting degree are
designed to prepare students to pursue a career leading to a partnership or
a position in executive management. If
these students are employed as clerks

and technicians, they may have received not only too much education,
but the wrong education as well.
In the legal profession, for example,
paralegal programs do not attempt to
deliver the same education provided to
law students. It's time for the accounting profession to realize societal resources are too scarce to permit universities and colleges to create
five -year accounting programs and to
enhance existing four -year programs if
there is no market for the graduates of
these programs.
It seems clear that the time for
change in accounting education is
MANAGEMENT ACCOUNTING /JULY 1992

now. But it is less clear whether business and academe have given sufficient thought to what qualifications accounting graduates should have.
PROPOSEDCHANGES
n a recent letter, the AECC stated
that academic accounting programs should focus on the broad
educational objectives necessary for
success in the accounting profession.
According to the AECC, this objective
will be achieved if examining boards:
1. Stop accepting review courses as
part of preparatory course work
needed to sit for the exam and eventual certification.
2. Prohibit students from sitting for an
exam until several months after
their completion of the academic
degree.
The appeal is made not only to organizations involved with public accounting, but to those organizations
administering the Certified Management Accountant (CMA) and Certified
Internal Auditor (CIA) exams.
The American Institute of Certified
Public Accountants' (AICPA) mandated requirement for 150 semester hours of accounting education is the
most significant change. Technically,
only those persons who desire CPA licensing will need such a program. It is
difficult to believe, however, that this
change will not affect everyone preparing to enter the profession. To date,
there has not been formal acceptance
or rejection of the five -year education
requirement by either the Institute of
Management Accountants (IMA) or
the Institute of Internal Auditors (IIA).
RECOMMENDATIONS
olleges and universities that currently offer the typical four -year
bachelor's degree in accounting
are forced to make difficult choices.
This applies as well to universities that
offer master's degrees in accounting if
the master's program is the traditional,
free- standing program for students
with a bachelor's degree. These colleges and universities face the following alternatives:
■ Change to a five -year program and
eliminate the four -year degree. This
will decrease the number of applicants, at least initially. The quality
of the graduates may depend on resources committed to the program
MANAGEMENT ACCOUNTING /JULY 1992

and other unforeseen factors. Only
large universities with a graduate level infrastructure already in place
or colleges with an excellent reputation in a specific area of expertise
are likely to succeed if such a drastic change is implemented.
■ Maintain the typical four -year accounting program. Those students
who want a fifth year of study will
have to go elsewhere. This alternative may cause the program to
shrink in both size and quality if the
more able students decide to complete a five -year program at one
school.
■ Change the existing program to a
four -year general degree program.
This option will attract students
who are not seeking professional,

Year
1

2

academic preparation but want to
enter the market at the executive
level. Such a revision may be unrealistic because of the almost certain
faculty resistance.
■ Change the four -year degree prograin to a general degree program
to educate students who desire or
are destined to become support personnel. If the number of accounting
students is large and diverse, design and implement a five -year professional program. Ideally, both the
four- and five -year programs will be
integrated as much as possible.
They should have similar, if not
identical, basic studies and business /accounting core courses.
During the third year, the students
will be asked to decide which final

Subjects
English
Speech /Communications
Mathematics
Foreign Language Elective
General Studies Electives
Accounting Principles
Economics Principles
Statistics
Information Systems
Interpersonal Relations
General Studies Electives
Financial Management/Reporting
Government/Not-for-Profit Accounting
Information Systems
Interpersonal Relations
Organizational Management
Marketing Principles
Business Law
Electives
Accounting Systems
Cost Accounting'
Tax Reporting"
Operational Auditing"'
Vocational Accounting Skills
Business Reports and Letters
Business(Economics Elective
Electives

Semester Hours
6
3
3
3
15
34
6
6
3 or 6
3
3
9 or 6
30
6
3 or 6
3
3
3
3
3
6 or
30
3
3
3
3
6
3
3
6
30
120 sem. hours

Product costing. cost allocation, budgeting, analysis
Exposure to tax reporting requirements of individuals as well as business entities
Fundamental concepts and procedures, applicable to both financial and nonfinancial
auditing.

57

degree they will pursue. This may
be a good choice for schools with a
large number of accounting majors.
Many universities with full- fledged,
five -year accounting programs already have such a format in place.
In fact, some AECC- funded experimental programs are following this
format, but we have seen few, if any,
four -year colleges or universities
with accounting programs that are
designed specifically to educate
clerks, technicians, or paraprofessionals.
PARAPROFESSIONAL EDUCATION
able 1 shows a revised four -year
paraprofessional program. The
future accounting paraprofessional will need to be well educated in
general studies, interpersonal behavior, information systems usage, and
core accounting and business concepts. Depending on the program, it
should offer a more concentrated coverage of the vocational aspects of accounting, ranging from payroll and inventory maintenance to preparation of
tax returns and compilation (write -up)
work. Ideally, the paraprofessional
program would be considered a valuable course of study. It would be as respected as the paralegal and other
paraprofessional programs.
The five -year programs will contain
many of the elements in the AICPA's
154 - semester -hour program. They are
likely to resemble some successful
five -year programs that already are in
existence, such as at Brigham Young,
Michigan State, and North Texas.
Schools also may copy the format of
the Kansas State University model,
one of the experimental programs
funded by the AECC. In any case, universities designing five -year accounting programs should include tracks
that prepare graduates for entry into
either public or private accounting
work.
MARKET REACTION
hile it seems probable that
the 150 - semester -hour requirement for public accountants will be required, it's unclear how
the market for graduates in public and
especially in private accounting will react. It is entirely possible that four -year
programs in their current form will
continue to thrive, especially if employers of private accountants do not perceive a need for change in the scope
and content of academic work for en58

Some universities already have successful five -year accounting programs.

The proposed
150 -hour education
requirement for
CFAs may
encourage more
accountants to
pursue the CMA.
try-level employment.
Another unknown factor is how the
public accounting profession will respond. The current restructuring of
many public accounting firms may decrease the need for 150•semester- -hour
graduates but increase the hiring of
paraprofessionals. In any case, it will
be interesting to see if the implementation of a 150 -hour education requirement for CPA licensure and AICPA
membership will measurably reduce
the number of candidates for the CPA
examination. At the same time, it may
result in significant increases in the
number of candidates for the CMA and

CIA examinations.
Designing academic programs so
that students can effectively and efficiently meet the needs of business and
industry will be a challenge to colleges
and universities. The first step is to
recognize openly that students with
different career objectives— professional, paraprofessional, and
clerk — require different levels of preparation. We believe that this recognition will enable colleges and universities to make the most of limited
resources and to provide the best possible education for future accounting
professionals.
■
Emil Milaeek, Ph.D., University of
North Texas, and Carl P. Allen, ABD,
University of Minnesota, are both members of the LaCrosse /Winona Chapter,
through which this article was submitted. They are both members of the Department ofAecounting at Winona
State University and can be reached at
(507) 4575860.
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How Ethical
Is Your Company?
Management accountants should play a pivotal role in encouraging
and auditing ethical behavior.
BY JOHN W. HILL, MICHAEL B.
METZGER,AND AN R. DALTON

positive differences in corporate behavior attributable to the adoption of a
corporate ethics code. In fact, researchers found that the perceived
pressure to achieve income and return-on- investment targets wasgreater
in companies which had adopted a
code, a fact they tentatively attributed
to the larger size of the companies that
had adopted ethics codes.

poses. A code adopted solely for this
reason will have little positive impact
on unethical corporate behavior. Seclthough companies have
ond, even when ethics codes are inmade significant progress in
tended to accomplish more than good
identifying ethical issues,
public relations, they may not provide
pointing out the need for
meaningful guidance. Critics have degreater attention to them, and estabscribed many corporate ethics codes
lishing codes of ethics for their emas "bland lists of platitudes" containing
ployees, they need to take the next
"public relations boilerplate" and
step — corporate ethics audits. For
"motherhood and apple pie" state such audits to be effective, manageWHY ETHICS CODES FAIL
ments.'Ibird, the substance of the ethment accountants must play an imporics code may be problematic.
tant role in identifying situations
o these findings suggest that
For example, one study found that
where accounting policies and concorporate codes of ethics are
91% of the codes examined mentioned
trols are inconsistent with the compavalueless? Let's see. First, some
the company's legal responsibilities as
ny's ethics code and helping to develcorporations have adopted ethics
the primary basis for the code. An emop performance evaluation and control
codes purely for public relations purphasis on law as the exclusive source
measures that encourage
of corporate ethical obliAN/Jos.PoPalmieri
ethical compliance.
gations is misplaced for
Recent surveys indiseveral reasons. People
cate that 90% of Fortune
who are told to "do the
500 firms and nearly 50%
right thing" because the
of all companies have infirm may suffer negative
stituted some form of
legal consequences may
corporate ethics code.
not find this admonition
One major accounting
compelling in situations
firm found that managers
where they, perhaps erbelieve such codes are
roneously, perceive little
the most effective way to
possibility that their
encourage ethical corpowrongdoing will be derate behavior, yet subtected. Most people who
stantial evidence sugengage in questionable
gests that these
practices rarely believe
managers are overly optithey will be caught. Furmistic about what a corther, treating existing leporate code alone can
gal rules as the only conachieve.
straints on corporate
A recent empirical
behavior is courting distudy, for example, found
saster. Legal rules are
no statistically significant
evolving constantly, and
evidence that corporate
many companies have incodes have had any imcurred crippling liability
pact on the number of
for actions that were lecorporate regulatory viogal when taken.
lations. In another recent
Even codes that adsurvey of management,
monish employees to "do
the respondents saw no
Otten sophisticated financial skills are needed to spot ethical "traps."
the right thing" for some

D
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ETHICS AUDITS
f managers who achieve "good" results by questionable means are rewarded rather than punished, other employees quickly learn the "real"
organizational rules. As one observer
wryly noted: "Values are what you say
you believe. Ethics are how you actually behave." There is widespread consensus that top management plays a
critical role in setting a company's ethical "tone" and that what top management does, rather than what it says, is
the ultimate determinant of the message sent to subordinates.
Some companies have recognized
the importance of vigorous code enforcement, conducting regular ethics
audits designed to ferret out violations
of their codes and providing ombudsmen or hotlines to encourage employee reporting of code violations. Although audits of this type are laudable
and necessary, they don't guarantee
success. Companies that are serious
about securing compliance must take
60

a more detailed, objective look at existing corporate structures and systems.
"If companies are to be successful in
executing ethical ... policies, individuals must be motivated to do the right
thing.
A recent survey of large corporations disclosed that most respondents
had some form of corporate ethics
code, but, unfortunately, "almost no
company had ... implemented a reward system for reinforcing the
achievement of ethical goals.', Such
organizations are overlooking a basic
fact of life. Most people will do whatever is necessary to get a reward
(sometimes only what brings a reward).
An effective ethics audit requires
identification —in rather specific
terms —of the behaviors that the company wants to occur and uncovering
situations where existing policies and
control systems are creating ethical
"traps" that companies often unwittingly set for employees.' Companies
that have recognized this requirement
have enjoyed very favorable results.
"'

of the right reasons may suffer from a
narrow focus. Several researchers conducting analyses of corporate codes
have discovered that most code items
are focused on employees' ethical obligations to the company, giving short
shrift to the company's moral duties to
consumers, local communities, and society as a whole.
No one can deny that employee
conflict of interest, employee theft, and
so forth, are serious problems, but
companies should pay greater attention to their broader constituencies.
likewise, if codes state an exhaustive
list of ethical norms without ever addressing priority, they are unlikely to
be very effective. What if "doing the
right thing" will have a negative shortrun impact on profitability or the attainment of other corporate goals? A
company's priorities are its true values. When those priorities are not addressed by an ethics code and by senior management, managers farther
down the corporate hierarchy will pay
more attention to economic goals.
Finally, even a well- drafted code
can't enforce itself. Many companies
have adopted ethics codes without
making a serious effort to implement
them. Employees cannot be expected
to follow a code they do not internalize,
which means that ethics training that
encourages employees to identify and
resolve ethical issues is a necessary
part of any effective corporate ethics
implementation strategy.

Identifying
organizational
Pressuresfor
unethical behavior
is extremely
important.
For example, after a costly lawsuit involving the illegal dumping of toxic
chemicals, a major chemical firm
changed its compensation system so
that one -third of management bonuses
resulted from "environmental compliance, safety, antitrust, civil rights, and
other nonfiscal goals." One result was
a 75% decline in workplace injuries.a It
is in such detailed ethics audits that
management accountants can be critical to the success of the firm's ethics
code because of the central role that
accounting measures play in corporate
control systems.

A ROLE FOR MANAGEMENT
ACCOUNTANTS
s important as rewarding ethical behavior may be, identifying organizational pressures
for unethical behavior is more impor-

tant because "numerous examples exist of reward systems that are fouled
up in that behaviors which are rewarded are those which the rewarder is trying to discourage, while the behavior
that he desires is not being rewarded
at all. "' For example, banks that compensate loan officers based primarily
on loan volume can expect some portfolio quality problems. Manufacturers
who award plant managers bonuses
based primarily on the attainment of
production volume can expect product
quality problems. Similarly, division
managers whose compensation and
prospects for promotion are based in
substantial part on short-term return on- assets (ROA) measures may be
tempted to achieve goals by underinvesting in training, maintenance, and
capital equipment. Firms that expect
ethical decisions from managers confronted with such perverse evaluation
and incentive systems are likely to be
disappointed sooner or later.
Discovering these ethical traps,
however, is not always easy because
sophisticated financial skills often are
required. Consequently, ethics audit
teams should include management accountants who are not only well - versed
in the intricacies of management accounting but also conversant with
their roles in managing a business.
Consider the question of the manner in which divisional profit is measured. Astute management accountants know that the numerator in a
division ROI calculation can be manipulated to achieve ratio targets in a variety of ways, some of which can be
quite detrimental to the company's interests. For example, division managers who are evaluated under a system
based on absorption costing may be inclined to produce more inventory than
is necessary to support sales in order
to spread fixed overhead over more
units of product and show a higher income figure. This practice results in
excess inventory with its attendant
costs and is exacerbated when excess
capacity exists that the division manager cannot control in the short run.
This excess capacity adversely affects
the manager's ability to reach target
ROI by increasing the amount of fixed
overhead that must be covered.
Few nonaccounting personnel are
completely conversant with this potential problem, and fewer still are aware
that the base a company uses to calculate the fixed overhead rate may be
used to mitigate it. In contrast to budgeted or normal capacity, the use of
practical capacity to apply fixed overMANAGEMENT ACCOUNTING /JULY 1992

head, where excess capacity is expensed as a period cost, reduces the division manager's incentives to overproduce product. Excess capacity
costs are separated from product
costs, and the incentive to overproduce to absorb this overhead is reduced. By separating the uncontrollable (at least in the short run) excess
capacity costs and not including them
in the ROI income figure, the company
can provide a fairer evaluation for the
division manager and reduce the likelihood of unethical behavior.
A second example of complex accounting-based evaluation problems that
can arise in the ethics arena involves division personnel throwing good money
after bad on new projects. This situation
can happen when the division manager
continues to invest in developmental projects that favor the division manager's
performance evaluation but are not economically good for the firm
Consider a new product that has
passed the preproduction milestones
and is being phased into production incrementally. Even if the product begins to experience excessive implementation costs that indicate
discontinuance, the divisional manager may be reluctant to do so because
the product's failure may reflect adversely on his or her performance evaluation. Instead, the division manager
may decide to bring the product to full
production knowing that the excessive
costs will be buried in the accounting
reports submitted to headquarters.
Although many companies require
line -by -line justification for capital expenditures, project implementation
costs often are lumped in with overhead on internal accounting reports.
Frequently the accounting system
pools these implementation costs with
other overhead costs and allocates the
pooled costs based on some measure
of production volume. Under these
conditions, older, established, high volume products will absorb a large
portion of the implementation costs associated with the new product. Given
these circumstances, the division manager may be more inclined to continue
the new product because the real implementation costs will be hidden from
corporate headquarters in the division's accounting reports.
The tendency to throw good money
after bad in this case can be mitigated
by a costing system that traces the actual costs of product implementation
directly to the new product, but the
company must be aware of the accounting issues as well as the behavMANAGEMENT ACCOUNTING /JULY 1992

ioral issues involved.
Situations such as the foregoing argue for the inclusion of personnel with
advanced management accounting expertise on ethics audit teams. Without
this expertise, the team is unlikely to
discover many of the potential control
problems embedded in the company's
accounting system that permit or encourage unethical behavior. Well-prepared management accountants can
fill a company's critical need for employees who understand the myriad
subtle ways in which complex accounting systems affect behavior in organizations. Managers who create ethics
audit teams, however, may not be
aware of the important role management accountants should play in helping align the corporation's performance evaluation and control systems
with its ethical goals.

THE ETHICS HEAT IS ON
ompanies that are serious about
implementing a corporate ethics policy should institute indepth ethics audits. Critical questions
can and must be answered by these audits. What do employees believe the
company's real values are? Do they
feel under pressure to compromise
their personal values? Are there particular parts of the company's operations
in which such pressures are especially
acute?
Policies and control systems must
be scrutinized by personnel with the
expertise to ascertain what behaviors
are being rewarded and punished by
these policies and systems. Are these
behaviors in line with company goals?
If not, new controls must be crafted.
The process envisioned here goes far
beyond the standard organizational
ethics "audit," but the potential rewards of attempting it are commensurate with the effort involved.6
If the "bottom line" considerations
of effective corporate ethics audits are
not sufficiently tempting, try another
inducement. On November 1, 1991,
the U.S. Sentencing Commission's
guidelines for sentencing organizations convicted of violating federal
laws became law. These new guidelines provide for dramatically increased penalties for some types of violations—as high as $290 million. A
central factor in calculating the
amount of the penalty imposed is the
defendant organization's "culpability
score." An effective ethics audit program. to prevent and detect violations
of the law can reduce a company's cul-

pability score and fine.'
These developments could provide
an even more powerful incentive for
ethics audits. Clearly legal policymakers are trying to encourage corporate
efforts at self - policing. This shift in
public policy justifies the conclusion
that corporate ethics audits are now
more important than ever.
A well - executed ethics audit could
yield significant returns in greater organizational goal alignment, improved
corporate performance and employee
morale, and reduced exposure to the
kind of incidents that damage companies' reputations and saddle them with
substantial exposure to legal liability.
Management accountants have the
prospect of playing a new and important role as members of corporate ethics audit teams. A first step in this process is to create an increased
awareness of the need for the type of
expertise that management accountants can bring to ethics audits.
■
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SOFTWARE
The Harrington Group, Inc. has introduced the Cost of Quality utility program. It identifies and tracks cost factors that affect the quality of a product
or service. The easy -to -use menu system features user - definable cost elements, plus on -line help and tutorials
to set up the system. Information can
be displayed or printed for individual
cost items, time periods, or product
lines. The summary analysis reports,
charts, and graphs show trends and
pinpoint high cost areas. They can be
printed on any dot matrix or laser
printer. The software is preconfigured
for either a manufacturing or service
organization. It requires an IBM PC or
compatible 80286 or higher computer
with a minimum of 1MB RAM, a hard
disk, and a color EGA or VGA monitor.
Circle No. 35
Nestor, Inc. has released The Business Consultant and Financial Analyst,
stand -alone software that examines a
company's historical financial information, current business statistics, and
future plans — information necessary
to manage the growth of the business,
track and analyze financial trends, and
answer questions about the current
structure. The software produces numerous predefined graphs and reports, including cash flow analysis,
cash flow projections, breakeven analysis, and ratio analysis. They can be
transferred easily into other software
packages such as WordPerfect, Page Maker, PaintBrush, and others. The
package requires an IBM or compatible computer, MS-DOS 2.0 or higher,
a minimum of 640K RAM and 2.5MB
of hard disk space, and at least a CGA
monitor with graphics capabilities, either monochrome or color.
Circle No. 36
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TERANEf IA Inc. has begun shipping version 1.1 of ModelWare, its advanced modeling software. New features in version 1.1 include
leave - one -out modeling, nearest neighbor modeling, selectable integer
rounding, and a diagnostics report.
ModelWare can model any system
that can be described by a set of numbers. It uses a set of historical examples together with current system observations to predict how the system
should behave. It then shows the differences and similarities between current and predicted system behavior.
Up to 150 variables can be modeled simultaneously. The number of observations that can be modeled is limited only by the hard disk space. ModelWare
can be used for quality and process
control, credit analysis, econometric
modeling, financial securities trading
analysis, market research, production
planning, sales forecasting, machine
tool performance prediction, preventive maintenance, and more. The software requires MS-DOS 3.1 or higher,
a 286, 386, or 486 computer, 640K of
RAM, and 3MB of hard disk space. A
math coprocessor is highly recommended.
Circle No. 37
Systems Union Inc. has developed a
new corporate allocations module for
its SunSystems financial management
software for use on LANS, midrange
computer systems, and in UNIX environments. The module enables companies to allocate costs, revenues,
charges, and other financial transactions automatically across analysis categories such as divisions, departments, projects, product lines, and
companies. The corporate allocations
module features a variety of allocation
and charging methods, numerous
posting options, a choice of reporting

methods, audit control facilities, protected security access at various levels, and full multicurrency facilities to
charge and allocate in and across different currencies. The new module is
totally integrated with SunSystems'
other modules.
Circle No. 38
BNASoftware has released version
92.1 of the BNA Income Tax Spreadsheet with Fifty State Planner. The
new program can compute an individual's required estimated tax payments
automatically, and any penalties for underpayment under the new estimated
tax provisions that result from the Unemployment Benefits Extension Act of
1991.1he stand -alone software provides federal and state income tax projections for up to 10 years or 10 cases
for a single year. It can be used to prepare amended returns and file extensions and to compare alternative tax
strategies. It computes modified AGI
and modified tax, with virtually all required adjustments including automatic substitution of qualified pass through items. It runs on an IBM or
compatible computer with hard disk
and 500K free RAM. Purchase of the
program includes toll -free telephone
technical support and any new release
issued within six months of purchase
date.
Circle No. 39
Taxbyte, Inc. has produced the Tax
Commissioner 1040X, stand -alone
software that prepares amended
(1986.1991) returns in a few minutes.
The software features a simple, fill-in the- blanks approach, using an onscreen 104OX form. Using built -in tax
tables, the system automatically computes tax for up to six years, forces the
correct exemption amount, and computes the correct amount or net
change. Software required to print
104OX forms on a laser printer (with a
tax font cartridge) is included, and the
system supports most dot matrix printers using supplied overlays. The system requires an IBM or compatible
computer with DOS 3.1 or higher and
256K RAM. A hard disk is not required— returns can be stored on a
floppy disk.
Circle No. 40

EQUIPMENT
The Allison Division of CumminsAllison Corp. is offering a desktop
MICR printing system that creates
MANAGEMENT ACCOUNTING/JULY 1992

MICR -encoded checks and
and vendor relations and
financial documents. The
support. Survey results are
system, named EDGE
displayed graphically for
(Electronic Document Geneach category. The ratings
eration), uses blank
are based on the opinions of
OCR/MICR bond paper to
160 accounting software
print up to 72 checks or othconsultants who recomer documents per minute in
mend and install accounting
a single pass, complete with
systems. The packages ratlogos and signatures and
ed are: ACCPAC BPI, ACC special security encryption.
PAC PLUS, Great Plains,
The printer that is part of
Macola, M *A *S 90, Open
the EDGE system is high
Systems, Platinum, Real resolution (300 dpi) and feaWorld, and Solomon. Contures 79 resident fonts, exsultants also offer their opinpandable memory, and elecions on leading
tronic forms. This printer
spreadsheet, database, and
can perform all office printpersonal information maning, not just check printing.
ager programs. For more inThe system is offered with
formation, call (800) 433The Apple oneScanner for Windows is a desktop -size flatbed
full function PC -based soft8015.
ware packages for Accounts scanner.
Circle No. 45
Payable, Banking, and Payroll. Audit trails, transaction registers,
higher resolution. A full- featured imThe Highsmith Co., Inc. has released
and on -demand check creation are
age editing system is built into the
its 200-page 1992 Essential Office and
standard.
OneScanner. It allows images to be
Audiovisual Catalog, which contains evCircle No. 41
scaled, rotated, and manipulated. With
erything from basic supplies to sophistithe one -button Autoscan feature users cated audiovisual products. Among new
Elesys Inc. has introduced the Elecan automatically control all aspects of
products are the BPI Versys'r' Office Sysfont® Page Processing System, a
the scanning process, from setting
tem, which combines wall panels, work
stand -alone RISC device that connects brightness and contrast to straightensurfaces, and storage units in complete,
to a personal computer and any non ing and cropping images to adjusting
flexible packages, and Visibleem WorkPostScript printer and provides three
images for the printer. A wide range of
station Accessories to maximize storage
functions: full PostScript - compatible
manual options offers special effects
space. For a free copy, call (800) 558ppnting, print buffering, and printer
and individual variations. The One2110.
sharing. The system makes possible
Scanner for Windows scans docuCircle No. 46
PostScript- compatible printing on alments up to 8-1/2 x 14 inches. It works
most any personal printer. Instead of
with all IBM or compatible computers
using print buffers and printer sharing
running Windows 3.0 or higher and
SERVICE
devices or switches, users can start
with popular Windows applications, inwith a base Elefont Page Processing
cluding word processing, graphics,
Professional Accounting Systems
System and expand it as their needs
and page layout programs.
Inc. (PAS) has introduced the System
grow. The 2MB and 4MB versions are
Circle No. 43
2000, a integrated business manageupgradable to a 16MB system. The
ment and accounting system for small
Elefont system, compatible with IBM to medium -size businesses. The hardcbmpatible and Apple Macintosh comware platform is an Intel 486 central
PUBLICATIONS
puters, is offered in both single and
processor. Each system includes a casmultiuser models for up to four users.
DDC Publishing has introduced two
sette tape for file backup, power backThe system switches automatically benew guides in its Quick Reference
up unit to protect against power outtween the PostScript - compatible interGuide Series: Quick Reference Guide
age, and an internal modem. The
for Excel for Windows and Quick Referpreter and the printer's native mode
operating system is PC -MOS, a multience Guide for Lotus 1-2-3, Version 2.3.
for HP PCL, Epson VX-80, and IBM
user, multitasking system compatible
ProPrinter modes.
By means of step -by -step illustrated inwith PC -DOS. The accounting and
Circle No. 42
structions, the 64 -page books provide
business management software is
quick, easy -to-find answers for quesfrom Cougar Mountain Software and
Apple Computer Inc. has released
tions on how to use the software. The
includes all required modules. Optionthe Apple®OneScanner for Wintwo books have joined the 24 others in
al software modules are cost accountdows", a desktop -size flatbed scanner
the series, which cover many of the
ing and point of sale. PAS integrates
that scans images in 256 levels of
popular software programs.
and customizes systems at its corpogray— nearly photographic quality.
Circle No. 44
rate location after a detailed survey of
The package includes Ofoto"m scana client's business activities to deterning software from Light Source, Inc.
CTS has made available its 80 -page
mine the system requirements. It deThe software sets the bit depth, scans,
1992 Accounting So}tware Survey,
livers the systems ready for user imand straightens the image automatical- which rates the leading PC -based inteplementation, although client training
ly. The user can scan images at one
grated accounting systems for perforis required.
resolution and print them at a much
mance, stability, flexibility, ease of use, Circle No. 47
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WHAT ARE YOU
WAITING FOR?

CATHERINEREILLY,EDITOR
ore than 11,000 individuals
are now Certified Management Accountants. This
number is increasing
steadily as more and more corporate
accountants become aware of the
many personal and professional benefits derived from pursuit of the CMA
designation. IMA members make up
this exclusive group because only
members of the Institute of Management Accountants are permitted to
take the CMA exam. Anyone not an
IMA member who seeks the CMA is
required to become an IMA member.
This is a unique dimension of the
benefits of IMA membership. After all,
the CMA is the only professional certification program designed specifically for management accountants and financial managers. The privilege of
becoming a CMA is reserved exclusively for members of the Institute of
Management Accountants.
And yet, thousands of IMA members have not taken the CMA challenge. Why should those IMA members who aren't already CMAs think
about becoming CMAs? Why should
the noncertified management accountant seek certification? Because the
CMA designation proves that you are
exceptionally well prepared for the
challenges in your company. And in
this age of recession and layoffs, CMA
certification may be the edge your career needs.
To be an influential member of an
organization's management team, today's management accountant must
possess professional expertise and the
ability to employ effective decision making skills to solve problems, confront challenges, and contribute to the
overall success of an organization. The
CMA program is a practical measure
of these essential criteria.
To become a Certified Management Accountant, the candidate must
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CMA certification
may be the edge your
career needs.
The number of CMA Corporate
Sponsors is growing at a substantial
rate. One hundred and twenty companies are on the list to date. In the past
three months alone a dozen more
joined the ranks:
• Ameritech Services, Inc. — Hoffman
Estates, Ill.
• California Central Trust Bank —Irvine, Calif.
• Conseco Companies — Carmel, Ind.
• Consumers Power Jackson,
Mich.
• Detroit Osteopathic Hospital Corporation— Southfield, Mich.
• Donnelly Corporation — Holland,
Mich.
• E.0 Styberg Engineering Company, Inc. — Racine, Wis.
• Natural Nectar Corporation—Los
Angeles, Calif.
• Norfolk Naval Shipyard —Portsmouth, Vir.

• NYNEX Corporation —White
Plains, N.Y.
• Southwestern Bell Telephone Company— Little Rock, Ark.
• Union Carbide Corporation —Danbury, Conn.
One need only look at the employment ads in The Wall Street Journal,
The New York Times, and other prominent business publications to see that
the CMA appears more frequently as
an important designation —a desired
credential for employment.
Colleges are confirming the importance of the CMA as well. It is a fact
that most accounting graduates will be
employed in corporate accounting, as
opposed to public accounting. As a result, professors across the country are
actively encouraging their students to
pursue the Certified Management Accountant designation as they prepare
for successful careers. And the American Assembly of Collegiate Schools of
Business (AACSB) for many years has
considered the CMA as appropriate to
satisfy certification requirements for
faculty.
Many individuals have not attempted the CMA exam because they don't
know how to prepare for this extensive
test of one's capabilities. This concern
is unnecessary. Review courses are
given across the country, conducted
by private firms, colleges, and univerli
sities, as well as several IMA chapters.
Further, many sources of self -study
are available. These include programs
for personal computers, videotapes to
be used at home, and a myriad of
books. The "Questions and Unofficial
Answers" to past CMA examinations'
are published by the ICMA and may
be purchased for a nominal fee.
So, what are you waiting for? All of
these facts point to the CMA as the
smart thing to do for your career. Corporations, educators, students and
11,287 CMAs are already aware of the
numerous advantages of CMA certification. And because only members of
the Institute of Management Accountants are able to reap the benefits of
such a prestigious certification, it is
one privilege that no IMA member can
afford to ignore.
For more information, contact they
Institute of Certified Management
countants, 10 Paragon Drive, Montvale, NJ 07645,1-800-638-4427,#2. A
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successfully complete a rigorous examination that serves as an objective
measure of that individual's knowledge and competence in the field of
management accounting. The exam
tests knowledge of a broad range of
topics including such areas as economics, organizational behavior, ethics, and decision analysis. In addition,
the CMA must meet specific professional experience and continuing education requirements. The program is
both personally and professionally rewarding—qualifying CMAs to meet increasing responsibilities and helping
them to achieve their career goals.
Many companies have recognized
that the CMA identifies an individual
who is determined to meet a professional challenge — companies such as
IBM, Monsanto, NCR, Air Products
and Chemicals, The Upjohn Company,
Johnson & Johnson —the list goes on
and on. Not only do these companies
encourage their employees to seek
CMA certification, but they provide assistance in the form of reimbursement
for review courses and examination
fees. Many provide in -house preparatory classes. Some even include the
CMA as part of their financial management development programs.

Catherine Reilly is marketing manager,
IMA/ICMA programs.
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RESEARCH
JULIANM.FREEDMAN,CPA,
CPIM,EDITOR
HEIDERNAMEDRESEARCH
COMMITTEE CHAIRMAN
resident Robert W. Liptak appointed Dennis L. Neider, CMA,
(Morris Essex) chairman of
IMA's Committee on Research for the
1992 -93 year. He replaces David W.
Vogel, consultant- accountant in the finance department of E.I. DuPont de
Nemours & Co., who steps down as
chair after serving on the Committee
since July 1984. Mr. Neider is a partner
with Price Waterhouse in New York
City and was a 1991 -92 national vice

ulian M. Freedman, CPA, CPIM,
has joined the IMA as director of
research, assuming full responsibilities ofthis position July 1, 1992, upon the retirement of Patrick L. Romano.
As research director Mr. Freedman
will be responsible for soliciting quality
topical proposals that meet member
needs, providing research design guidance, monitoring projects in process,
readying reportsforpublication, and coordinating research activities with other professional organizations. As secretary to the Committee on Research, he
will administerIMA's research and other publications department, which promotes and distributes research findings
through professional publications for
the management accountant.
Previously Mr. Freedman was director ofbusiness development for a JWP,
Inc. subsidiary, Forest Datacom Services, in New York City and held positions in the telecommunications industry and on Wall Street as a
management accountant. His experience includes regulatory oversight while
interacting with the Securities & Exchange Commission, project management in implementing automated systems, and teaching in academia. Mr.
Freedman started his accounting career
with ArthurAndersen & Co. in Chicago
after graduating from Bates College
(Lewiston, Maine) with an A.B. degree
in economics and earning an MBA degree in accounting at Northwestern
University. He also is Certified in Production & Inventory Management
(CPIM) by the American Production
and Inventory Control Society.
Mr. Freedman was the volunteer
chair of the Ad Hoc EDP Committee
since its inception, served as president of
the Essex County Chapter (now Morris Essex) in New Jersey, and was a CMA
president of IMA.
Names and affiliations of the 199293 Research Committee members are:

Dennis L. Nelder
MANAGEMENT ACCOUNTING /JULY 1992

INDUSTRY
• P au l P. Danesi, Jr. (Providence),
controller, worldwide products,
Texas Instruments, Inc.
• David W. Goodrich (Delaware), senior tax accounting analyst, Columbia Gas System, Inc.
• John Karabec (Westchester), financial consultant, IBM Corporation.

Julian M. Freedman

examination author andgrader. He has
been a member of IMA for 16 years.
"I am quite enthusiastic and excited
about being in the midst of so many
structural changes currently taking
place within the management accounting profession," commented Mr. Freedman upon accepting his new position.
"My goals are (1) to contribute to IMA's
stature within the accounting community by influencing change consistent
with the directives issued by the Committee on Research; (2) to take a proactive role in promoting useful, relevant, and timely research projects; (3)
to apply emerging technologies to the research process; (4) to disseminate findings promptly to the membership; and
(5) to earn my CMA. 1 am looking forward to the challenges ahead."
■

■ Robert C. Miller (Seattle), corporate assistant controller, The Boeing Company.

Become a

CMA
(800) 87 -GLEIM
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• Linda M. Onis (Westchester),
vice president, North American
Finance Group, Citibank, N.A.
• W. Ron Ragland (Oak Ridge),director of business systems,
Martin Marietta Energy Systems, Inc.
• Lloyd 0. Schatschneider (Minneapolis Viking),controller, Lerner Publications Company.
• Charles J. Smith, Jr. (Princeton), executive vice president,
Gruner & Jahn USA Group, Inc.
• Richard B. Troxel, CMA (Washington), president, Capital Accounting.
• Robert C. Young (Member -atLarge), finance consultant, Digital Equipment Corporation.
ACADEME
■ Arjan T. Sadhwani (Akron), professor, University of Akron.
■ Jack C. Bailes (Salem Area),
professor, Oregon State University.
■ Frederick M. Cole Vacksonville), associate professor, University of North Florida.
■ David R. Koeppen (Boise), professor, Boise State University.
■ Charles D. Mecimore, CMA
(Piedmont- Greensboro), professor,
University of North Carolina.
■ Wayne J. Morse (Northern New
York), professor, Clarkson University.
■ Grover L. Porter (North Alabama), professor, University of
Alabama.
■ Michael Robinson (Central Texas
Area), professor, Baylor University.
■ Harold P. Roth, CMA (Knoxville),
professor, University of Tennessee.
PUBLIC ACCOUNTING
■ James P. Conley (Atlanta), partner,
regional director of accounting and
auditing, Ernst & Young.
NONPROFIT
■ Ray Vander Weele, CMA (Grand
Rapids), administrator, Christian
Church Pension Fund.
GOVERNMENT
■ Robert J. Melby (Memphis), manager, Defense Contract Audit Institute.

1992.93 PUBLICATIONS
CATALOGISAVAILABLE
MA's 1992 -93 catalog, Professional
Publications for the Management
Accountant, is a concise 23 -page
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ETHICSCOUNSELING
SERVICEAVAILABLE
TOALLMEMBERS
he toll -free
800
number
of the Ethics
Counseling
Service is
1- 800 - 638 -4427
(1- 800 -6ETHICS)
Members also
may write to
the Ethics
Committee at
the IMA office,
10 Paragon Dr.,
Montvale, NJ
07645 -1760.
The envelope
should be
clearly marked
to the attention
of the "Ethics
Committee."

T

slim pocket -size indexed reference
guide that lists the "must read" publications for management accountants
who want to be current with today's
body of knowledge. A brief description
of each title, a preview of soon- to-be -released publications, and discount offerings are identified. IMA publications are listed under five categories:
1. Research Report, a product of a re-

search effort conducted with the
guidance of IMA's Committee on
Research.
2. Research Issue, a document whose
purpose is to identify current practice and important issues related to
a specified topic.
3. Bold Step, a publication that identifies state -of -the-art techniques and
shows how these techniques can be
adapted to changing manufacturing
and service technologies.
4. The Classic Series, reprints of "best
sellers" covering original write -ups
of practices and techniques published more than 10 years ago.

5. Monograph, special studies of

topical interest to the general
IMA membership.
of

Subscriptions and back issues
MANAGEMENT ACCOUNT-

ING®, CMA Questions and Unofficial Answers booklets, and the ever

popular Research Publication Service (RPS) also are available. RPS
is an annual subscription to every
new research report published
over a 12 -month period from the
day payment of $50 is received. All
new reports in IMA's "Bold Step"
series are included while IMA
monographs are not. The member
pursuing excellence in management accounting will find this service invaluable. To obtain IMA's
1992 -93 Professional Publications
for the Management Accountant
catalog, call 1-800 -6384427 or
(201) 573 -6278.

IMAANDAAAENCOURAGE
STUDENTFIELDRESEARCH
rants are available to IMA
student members to conduct
research on current management accounting topics. "Such
research projects will afford full time students an opportunity to develop their perceptions of issues
facing management accountants
today while making a contribution
to the professional literature," Grover L. Porter says. Dr. Porter is chair
of the project committee assigned to
this initiative by IMA's Committee on
Research and professor of accounting
at the University of Alabama in Huntsville.
A five- member Joint Research Committee, three from IMA and two from
the American Accounting Association
(AAA), will solicit porposals from student- faculty teams from accredited colleges and universities to perform field
research with one or more corporations. Qualified topics are those identified in a current research topic guide
issued by IMA's Committee on Research. A member of the Joint Research Committee will serve as an advisor to the field research team.
IMA has set aside $15,000 for 199293 to encourage five student research
projects. A notice detailing requirements was sent to IMA campus coordinators and AAA-Management Accounting
Section
(AAAMAS)
members. Deadline for applications is
October 31. Awards will be announced
MANAGEMENT ACCOUNTING /JULY 1992

3

4

FINANCIAL
MANAGEMENT NETWORK

NE W S • E DU C A TI O N
• INF O RM A T IO N

The Highly- Acclaimed Monthly Video
SUBSCRIPTION PROGRAM...

' YOURS FREE:
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The Current FMN
Issue Worth up to
4 Hours of
CPE Credit `C

FMN: YOUR MOST COST - EFFICIENT WAY
TO EARN ANNUAL CPE CREDIT
Why not try an outstanding management tool, geared for
decision makers, such as yourself! It's FMN, containing 12
issues per year— covering the latest financial news, to keep
you abreast of critical issues.
This monthly videocassette - workbook program includes a
two -hour video and The Subscribers Guide, with group
study and self -study written materials. You and your staff
can earn up to 48 hours of CPE credit per year —at $6 or
less per credit hour (based on 15 firm participants) Used successfully by: IBM, GTE, METROPOLITAN LIFE,
AMERICAN EXPRESS, EASTMAN KODAK, JOHNSON
& JOHNSON, ERNST & YOUNG, plus many mid -sized
companies.
Programming features ..."hot topics" panel... the economic
outlook... news from the FEI and the IMA... interviews with
authorities such as Elizabeth Dole, Alan Abelson, Daniel
Rostenkowski, John Reed, plus many more.
Critical Acclaim:
"Subscribing to FMN (is) the most economical and efficient
way our accountants... meet their AICPA and state CPE
requirements. In addition to excellent presentations on
technical accounting topics, a number of the FMN programs on economic and business subjects have been
recommended viewing to non- accounting personnel."
— DEERE & COMPANY
"We have been using (FMN) for the last seven years... The
company finds these tapes to be an excellent means of

keeping up with current accounting and business
changes."
—UNION CAMP
"Over a year, you can hear m ore top financial experts

than you'd ever have a chance to see at live conferences."
— TEXACO
KEY BENEFITS:
• Each video program can be viewed by 5, 25, even 50 or
more — resulting in substantial CPE credit savings
compared to seminar costs.
• Videos may be replayed for staff, to assure full retention
of the latest information.
• Your firm will build a comprehensive business video
library for permanent reference.
TO RECEIVE THE CURRENT ISSUE OF FMN FREE,
fill out and return coupon, or call Toll -Free:

1 -800- 621 -0043
In NY -- (914) 428 -9620
r

C e n te r f o r V id e o E d uc a ti o n
5 6 L af a ye tte A ve nue
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Program
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CVC
Center f or
Video
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Yes! Rush m e the F REE Current Is sue of FMN for a 30 -day
evaluatio n worth up to 4 free CP E c re dits fo r e ac h p artic ip ant.

I unde rstand that sho uld I d ec id e to sub sc ribe , the c o st o f a p re paid annual sub sc rip tio n is $ 4,3 20 (o r $ 2.1 60 for a se mi - annual
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by November 30.
Donald L. Madden, president of
AAA MAS and professor of accounting
at the University of Kentucky, appointed James Reeve, University of Tennessee at Knoxville, and Eldon Schafer,
Pacific Lutheran University, to the
Joint Research Committee. David W.
Vogel, IMA Research Committee chair
for 1991 -92, named Robert Melby, Defense Contract Audit Institute; Michael Robinson, Baylor University;
and Grover Porter.
For more information, call the office of IMA's director of research at 1800.638 -4427.

MANAGEMENT
ACCOUNTINGPRACTICES
BYLOUIS BISGAY,CPA, EDITOR

RATZLAFFREAPPOINTEDMAP
CHAIRMAN
tanley Ratzlaff (Los Angeles), vice
president and controller of Pacific Enterprises, was reappointed
chairman of IMA's Management Accounting Practices Committee for the
1992 -93 year. Mr. Ratzlaff headed the
Committee during the year just ended.
Joining the MAP Committee this year
are Ronald Leach (Cleveland), vice
president, accounting, Eaton Corporation, and Fred Schulte (Austin Area),
vice president and chief financial officer, Oshkosh Truck Corporation.
Returning to the MAP Committee
are:
■ Martin Abrahams (Member -atLarge), partner, Coopers & Lybrand.
■ Philip Ameen (Member -at- Large),
manager, corporate reporting services, General Electric Company.
■ Robert Anthony (New Hampshire),
professor emeritus, Harvard Business School.
■ Diane Butterfield (Member -atLarge),deputy controller, Manufacturers Hanover Trust Company.
■ Patricia Douglas, (Western Montana), professor of accounting and
finance, University of Montana.
■ William Ihlanfeldt (Member-atLarge), assistant controller, Shell
Oil Company.
■ Kenneth Johnson, (Member-atLarge), corporate vice president
and controller, Motorola, Inc.
■ Thomas Kelly (Member -at- Large),
Sg

vice president and controller,
Schering- Plough Corporation.
■ Alfred King (Bergen- Rockland), senior vice president, Valuation Research Corporation.
■ John Lordan (Baltimore),vice president—business affairs, Johns Hopkins University.
■ John Macaulay (Dallas),director of
operations analysis and planning,
Dresser Industries.
■ Frank Minter (Birmingham-Vulcan), accounting department chairman, Samford University.
■ Fred Newton (Northern Virginia),
deputy director, Defense Contract
Audit Agency.
■ John Perrell, III (New York), vice
president, financial standards and
compliance, American Express
Company.
■ L. Hal Rogero (Michigan UpperPeninsula), assistant corporate controller, Mead Corporation.
■ Joseph Smith (Westchester), director of financial reporting (ret.), IBM
Corporation.
■ John Stewart (Chicago),partner, Arthur Andersen & Co.
■ Norman Strauss (New York), partner, Ernst & Young.
■ Edward Trott, (Tampa Bay), partner, KPMG Peat Marwick.
■ Patrick Worsham (Atlanta), vice
president and controller, The Coca
Cola Company.

FASBISSUES
INCOMETAXREPORT
he Financial Accounting Standards Board has published a Special Report that answers implementation questions about its recently
issued Statement 109, "Accounting for
Income Taxes." Principal authors of
the Report are Raymond E. Perry and
E. Raymond Simpson.
FASB Statement 109 was issued
last February and becomes effective
for fiscal years beginning after December 15, 1992, with earlier application
encouraged. Statement 109 supersedes Statement 96 on the same subject.
The Report includes the questions
and answers that are still relevant and
that were included in a similar Report
on Statement 96, modified as appropriate. Copies of the Report are available
for $10.00, prepaid, from FASB Order
Department, P.O. Box 30816, Hartford, CT 06150. Orders from Connecticut must include 6% sales tax.

Stanley Ratzlaff

FASBISSUESPROPOSALON
POSTEMPLOYMENTBENEFITS
he Financial Accounting Stan(lards Board issued an Exposure
I)raft for public comment that
would specify employers' accounting
for benefits provided to former or inactive employees and their beneficiaries
and covered dependents before retirement, or "postemployment benefits,"
as they are referred to in the Exposure
Draft.
The more common types of benefits contemplated by the Exposure
Draft, according to FASB Practice Fellow David M. Sullivan, "include severance pay, supplemental unemployment benefits, disability benefits, job
training and counseling, and continuation of health care and life insurance
benefits." The Exposure Draft specifies that postemployment benefits are
those provided to former or inactive
employees, regardless of whether they
are expected to return to work.
Comments on the accounting proposal by "Employers' Accounting for
Postemployment Benefits" are requested by August 10. One copy of the
Exposure Draft is available without
charge during the comment period
from the FASB Order Department, 401
Merritt 7, P.O. Box 5116, Norwalk, CT
06856 -5116.
■
Louis Bisgay, CPA, is director, management accounting practices.
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IN EDUCATION

RALPH L. BENKE, JR., CMA, AND
ROGER H. HERMANSON, EDITORS

HUMAN RESOURCE
ACCOUNTING IN
RECESSIONARY
TIMES'
BY DANA R. HERMANSON,
DANIEL M. 1VANCEVICH, AND
ROGER H. HERMANSON
he content of financial statements
prepared according to generally accepted accounting principles
(GAAP) is necessarily restricted, but the
content of management accounting reports is not As a result, these reports can
depict information needed for decision
making more completely than financial
statements can. Management, however,
seems to rely on financial statements for
decision making. Consequently, the
quality of some business decisions is
questionable. During the recent recession, for example, if management had relied less on financial statements, different
decisions may have been made concerning the massive downsizing of U.S. companies. We believe discussions of such issues brings real-world relevance to the
classrooms.
According to GAAP, employees are
treated as expenses, and employee expenditures appear in financial statements as salaries or wages expense
(unless their services were used to
produce inventory or construct an asset). When a company downsizes, it
eliminates some of these expenses.
Management may believe that layoffs
can only help the bottom line. However, an employee's potential future contribution to revenues is ignored in the
financial statements. The implicit assumption of this treatment may be that
expenses will decrease as a result of a
downsizing, but future revenues will
not be affected.
In his monograph, Roger HermanMANAGEMENTACCOUNIING /JULY 1992

son recommended putting people on
the balance sheet.' A few companies,
such as R G. Berry, experimented
with the idea. But serious measurement problems existed, and some accountants were bothered by the fact
that human assets are not owned as
are other assets. Although human asset information is relevant, its lower reliability will prevent it from appearing
in financial statements.
In contrast, management accounting
can incorporate predictions of the consequences of particular actions and is not
constrained as to the content of its reports. Making management fully aware
of the estimated impact of a downsizing
is a worthy goal for management accountants. Some companies have management accounting reports that consider
the human work force as an asset to be
nurtured and developed.2 Such management accounting reports attempt to show
the total potential impact of a massive
downsizing, including reduced quality of
goods and services, lower morale and
loyalty of the remaining workers, higher
turnover rates in the future due to employee burnout, and additional costs of
training new workers in the future.
Anyone who does not believe that financial accounting treatment can affect management's decisions need only consider the issue of postretirement
benefits. Many companies are likely to
reduce or cancel these benefits rather
than incur the current expense and
book the huge liability that would result from keeping such benefits at
their current level. Financial accounting treatment has changed in this area,
and the impact on decision making is
apparent.
In the human resource setting, several experimental studies in the 1970s
examined the impact of providing
managers with management accounting information in addition to financial
accounting data. The studies found
managers' layoff decisions to be significantly influenced by the additional
management accounting information.
Such information told both the benefits and the costs associated with workers, as well as the special costs companies incur as a result of downsizing.
Management's goal when downsizing
is to eliminate unproductive employees
(human liabilities) and retain productive
ones (human assets). In determining
who should be laid off, management
should not be "taken in" by the attractiveness of layoffs under financial accounting. Doing so can result in some human
assets being discarded along with the human liabilities because all employees are

viewed as expenses under financial accounting. In the recent massive downsizings, there are sure to be human assets
included among the employees released.
To the extent that companies release human assets, they are worse off.
Clearly some of the recent downsizing of U.S. firms was justified. In the
boom years of the 1980s, some corporate fat accumulated in many companies. Getting rid of it during a recession makes sense. Also, improved
technology justifies some layoffs. For
example, AT &T recently announced it
was replacing some workers with computers that could handle long distance
calls more economically.
We believe, however, that some
companies have gone too far. This
view is consistent with studies that
have shown negative long term stock
price effects for firms that downsize
their labor force.
What caused some companies to go
too far? Overemphasis on financial statement effects is the likely culprit. Because
financial accounting emphasizes the
good side of layoffs and ignores human
asset depletion, it is easy to see how companies can be led astray when they focus
primarily on the financial statement effects of decisions.
■
*An expanded version of some of the
ideas expressed here appeared in
"Corporate Restructurings in the 1990s:

The Impact of Accounting Incentives,"
The Corporate Growth Report,Vol. 10,
No. 2, February 1992, pp. 14 -18.
Dana R. Hermanson is a doctoral can-

didate at the University of WisconsinMadison. Daniel M. Ivancevich is an
assistant professor at the University of
Nevada, Las Vegas. Roger H. Herman son is the Ernst & Young -J. W. Holloway
Memorial Professor and a regents professor at Georgia State University.
Ralph L Benke, Jr., CMA, Ph, D., is

the ArthurAndersen Alumni /Journal of
Accounting Education Professor at
James Madison University.
'Roger H. Hermanson, "Accounting for Human Assets," Occasional Paper No. 14, East Lansing, Mich.,
Bureau of Business and Economic Research, Michigan State University, 1964. The content of this
monograph was included in an unpublished dissertation in 1963 and also appeared as Research Monograph No.99, Business Publishing Division, College
of Business Administration, Georgia State University, 1986.
'S.A. Sackmann, E. Flamholtz, and M.L Bullen, "Human Resource Accounting: A State- of- the-Art Re•
view, "Journal of Accounting Literature, Vol. 8, 1989,
pp. 23.5-264.
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PROMOTIONS&
NEWPOSITIONS

Carol H. Sinclair and Russell J. Hill, Delmarva, were
promoted to controller and
assistant controller, respectively, at Cambridge Wire
Cloth Co.
Stephen J. Drago, CMA,
Durham, has been named
controller for BTR, Inc., in
Raleigh, N.C.
John F. Stone, Evansville,
has been promoted to vice
president of finance and administration at Evansville
Brewing Co....Gene Lechner and Mike Resing have
been named branch managers at the Old National
Bank....LindaJ. Stocks is
now secretary and treasurer
at J.H. Rudolph & Co.
Sally Ann Stevens, Lynchburg, is now contract analyst
at B &W Nuclear Service Co.
Susan B. Schneider, Madison, was promoted to vice
president of administration at
Wisconsin Manufacturers &
Commerce Association.

E. Janette Briggs

BRIGGSNAMED
VD FINANCE AT
HiETROL
E. Janette Briggs, Raleigh
Area, has been promoted to
vice president, finance at
Firetrol, Inc., in Cary, N.C.
She has been with Firetrol
for 20 years, 15 as corporate
controller.
Timothy R. Reynolds,
Bangor-Waterville, has been
named controller of the
Bangor Publishing Company, publisher of the Bangor
Daily News.
Austin T. Kelly, Bergen Rockland, is now deputy director of financial planning
for the Hearst Corporation
in New York City.
Martha L. Earnest, Birmingham- Vulcan, has
joined Central Bank as head
of the tax department in the
personal trust division.
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Timothy R. Reynolds

James E. Columbus,
Bluegrass Area, has been
named manager for general
and property accounting at
SuperAmerica.
Willie McElroy, Bowling
Green, has been promoted
to vice president of operations and finance at American National Bank in Bowling Green, Ky.

Loutfi K. Echhade, CMA,
Member -at -Large (Saudi
Arabia), is now director, audit and tax, at Price Waterhouse, Saudi Arabia, in the
Riyadh office.
Randal J. Meyer, Minneapolis Northstar, is now accounting manager for Digital Biometrics, Inc., a manufacturer
of biometric identification devices (computer fingerprinting) used by law enforcement

Kurt T. Oleson, Central Illinois, is now accounting superintendent in the northern California regional
office of State Farm Insurance Co. in Rohnert Park,
Calif.

Floyd W. Windal, Mobile,
has been named to the Rae
D. Anderson Chair in Accountancy at Bentley College in Waltham, Mass. He
comes to Bentley from the
University of South Alabama where he was a professor of accounting. Previously he was director of the
J.M. Tull School of Accounting at the University of
Georgia.
Steven T. DeLorenzo,
CMA, New York, has been
promoted to director of consolidation and corporate reporting for the Hearst Corporation in New York City.
Joseph R. Kreuz, Niagara,
was promoted to vice president of the Buffalo and Amherst offices of Accountemps.
Charles R. Scheper,
Northern Kentucky, has
been named president of
Manhattan National Life Insurance Co. He has been
chief operating officer since
October 1989.
Larry K. Luper, Northern
Virginia, is now vice president, finance and administration for Wackenhut Applied Technologies Center
in Fairfax, Va.
Daniel M. Caserza, Peninsula -Palo Alto, joined Gas Tech
as corporate controller.
Francis R. Doyle, Jr.,
CMA, Pittsburgh, has been
named director, tax audits at
Consolidated Natural Gas Co.

WEREYOU
PROMOTED?

Thomas J. Koval, Charlotte, has been appointed
treasurer at Radiator Specialty Co.
Douglas R. Sharp, Connecticut Gateway, is now
controller for Invemed Associates, Inc.

agencies.

Louth K. Echhade

Have you or has someone you
know been promoted? Drop
us a line! Include the member's full name and IMA account number, the chapter
name, the company name,
and the employee's new title.
Send that information to Promotions and New Positions
Editor, IMA, 10 Paragon
Drive, Montvale, NJ 07645.
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IN THE LIBRARY
ELAINE GOLDMAN, EDITOR

QUALIFYING AS ANONPROFIT
TAX-EXEMPT ORGANIZATION
Robert N. Sughrue and Michelle L.
Kopnski, Quorum Books, 88 Post Road

West, Westport, CT 06881, (203) 2263571, 1991, 220pp.—'Ibis book contains substantive information for the
individual who is setting up an organization for tax- exempt purposes or who
wants a review of nonprofit tax issues.
The more seasoned individual in the
nonprofit field already should have
some grasp of
the information
contained in the
book. It is important to remember that the book
is "subtitled" as a
guide and is not
to be taken as an
in -depth treatment of the tax
codes for nonprofit groups.
The authors start at square one and
take the reader step by step through
the tax status determination process
for the nonprofit organization. They
are well organized and concise in their
use of IRS code sections and case decisions. Chapter footnotes state the
IRS code sections for reader reference.
The detailed items, such as the exact
requirements a group needs to qualify
as one type of organization as opposed
to another under the IRS codes, to the
larger items, such as which case decisions affect certain nonprofit tax filing
status, are inclusive in the book. The
authors are well versed in the Section
501(c) organizations.
On the treatment of unrelated business taxable income, the authors detail
the many "ins and outs." There is comprehensive coverage of this type of income, with heavy treatment given to
debt -finance property income. Tile
reader must beware, however, that the
book was printed in a time "freeze" and
that many taxable income issues, such
MA M U L M N I A CC U U N I 7 NG / J U LY 1 9 9 2

as mail list rental, continually are
changing status (back and forth) because of current court rulings.
The private foundation is treated
separately because of the unique restrictions placed on it for compliance
and is reviewed from a concise definition, using the 509(a) Code, to the termination process, explaining the IRS
Code Section 507.
The last two chapters give a mini course on accounting and internal control practices used in the nonprofit sector. I'm not sure why the authors used
this material. Possibly they wanted to
emphasize their comments on the
need for detail and records behind the
filings. The material seems redundant
for the average reader who has some
experience in the nonprofit sector. It
should be in a different work with
more detail for the reader who has no
experience in the nonprofit sector and
who wants to meet records requirements for tax purposes.
Linda D. Goff
American Educational
Research Association

AUTOMATEDACCOUNTING
SYSTEMSANDPROCEDURES
HANDBOOK
Douglas A. Potter, John Wiley & Sons,
Inc., 605 Third Ave., New York, NY

10158, (800) 225 -5945, 1991, 553
pp.— Management accountants must
understand how the computer can be
an effective tool. the author explains
complex topics clearly in terms the
reader can understand easily without
getting lost in technical jargon and provides an in -depth discussion of the applications that impact the accounting
process from both a data processing
and an accounting perspective. For
each application area there is an overview of how the system can be expected to function, its potential for improving efficiency of operation, and
presentation of the procedure and in-

ternal controls issues.
There are four major parts to the
book. The first two address the cash
receipts and cash disbursement-related processes. The third, and largest
part, provides a discussion of the general ledger, budgeting, and financial
reporting processses. The final part
presents the accounting considerations related to electronic data interchange (EDI) and paperless environments. For each application, the
author presents alternative methods
available for automation and a good
discussion of relative strengths and
weaknesses. Illustrations throughout
the book help explain concepts and
provide examples of reports and forms
to make applications more effective.
Any management accountant who
is considering a new computer system
or who wants to get more out of an existing system will find this book a valuable reference.
Thomas G. Cassady, CMA, CPA
Ball Corporation

THEENTREPRENEUR'SGUIDE:
CASHFLOW CREDIT &
COLLECTIOR
Basil P. Mavrovitis, Probus Publishing
Co., 118 North Clinton, Suite 305, Chicago, IL 60606, (312) 868 -1100,1990,

500 pp.This book is a "how to" manual on managing a credit and collection department in a Fortune 1,000
company. From an analysis on key liquidity, leverage, and profitability ratios to a demonstration on calculating
days' sales outstanding (DSO), the author provides us with pages of detailed
information. A glossary of credit terms
and 10 case exercises also are included. The author makes effective use of
exhibits and chapter summaries to
drive home major points such as the
cash flow implications of increasing accounts receivable balances.
What the reader does not get from
this book is any insight from the author's 12 -plus years of credit experience. The book reads too much like a
textbook and is not directed toward
chief executive officers, presidents,
and chief financial officers as the author suggests.
Robert P. Hureau
Coopers & Lybrand
Members may borrow books listed in this
section by telephoning Elaine Goldman,
manager of library services, at (201)

573 -6235.
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BUSINESS
OPPORTUNITIES
IS YOUR ACCOUNTING
CAREER ADVANCING TO
THE REAR
Then start your own Comprehensive practice. 25 year proven system includes marketing, training,
equipment, software and support. Minimum requirements are
$100,000 net worth and $25,000
cash.
Comprehensive Business
Service, Inc.
1925 Palomar Oaks Way
Carlsbad, CA 92008
1 -1300- 323 -9000

CAUand Former Fortune 500
Corporate Controller searching
for a few good people such as
CMAs as founding partners and
key personnel for an international management accounting consulting firm start-up. Send Resume and a letter stating MA
accomplishments to: W. DAVID
FOOTE, 3464 Lincoln Highway,
Thomdale, PA 19372.
HOW TO GET THE GOOD
CLIENTS. Marketing Manual
for Public Accountants. Works
for other professions as well.
Does not involve telemarketing,
speech making, or advertising.
Just sound marketing methods
with proven results. Send $25 to
Practice Consultants, 2935 Tanglewood Way, Sarasota, FL
34239.

CMAREVIEW
Start making money for YOURSELF with the c ompany Success Magazine calls the "Number One Accounting Franchise
in America!" (March, 1991) Build
your own highly successful accounting practice with Padgen's:
• Intensive 4 -week training
Client marketing systems
• Yearly tax sermnarslSuPPort
• Streamlined ac counting
system
• On -going field support
• Owner manuals & muc h
more
Call 1- 800.323 -7292; In CA,
collect (916) 966.2348 for further detallsl

Your success is our success.

at e s : $2.00 per word. 15rd minimum. Abbreviations,
P codes, and phone numbers
count as one word each. All
classified advertising must be
prepaid.
Noncommissionable.
;los ing Date: Deadline for
copy is the First day of the
month preceding publication -

NEW
ENGLAND
CMA
REVIEW will present classes in
the Boston area starting on September 3, 1992. For information,
call Professor John Slipkowsky,
CMA, CPA (508) 685 -6681.

HELPWANTED
COMPTROLLER
Alternative fuels company requires comptroller to assist the
President.
Duties include business management; finance; financial statement preparation; governmental
reporting in the United States
and Canada; credit and collec-

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

Box Number: Write Doryne

10
19

15
3

tion; preparation of minutes of
corporate meetings and other
functions normally associated
with the position of comptroller.
Minimum educational requirements are two to three years of
college credits in accounting or
business with nine years of experience or a B.S. degree in accounting or business with five
years' experience.
Experience required in petroleum and natural gas industries;
formation and operation of limited partnerships; joint ventures;
U.S. and Canadian tax law; international business and private and
public corporations.
Position is located in White Pine,
TN, with an annual salary of
$35,000. The position requires a
minimum of 40 hours weekly. Office hours are 8:00 a.m. to 5:00
p.m. with overtime as required.
Applicants must quote job order
number TN 1400550 and forward
application together with resume
and references to:
P aym en t s : Payment in U.S.
funds must accompany each order. Mail copy to Doryne Gerstein, MANAGEMENTACCOUNT
INGGO,10Paragon Drive,
Montvale, M 07645 -1760.

Gerstein at MANAGEMENTAC-

COUNTING&
Dis play Clas s ified: One twelfth page (one column x 2
3/8 ") is available at $555.

Acc ept anc e: Publisher reserves the right to accept or reject advertisements for MAN-

Charles Turner
Tennessee Dept. of
Employment Security
505 Market Street
P.O. Box 11088
Chattanooga, TN 37401
Full-time, tenure track posi.
tion in accounting at Erskine
College to begin in August 1992.
Doctorate in accounting or the
master's with current CPA certificate. Responsibilities include
teaching elementary, intermediate and advanced accounting, auditing and income tax. Send letter
of interest and credentials to: Dr.
James W. Gettys, Vice- President
and Dean of the College, P.O.
Box 248, Due West, SC 29639.

DENTALINSURANCE
DENTAL INSURANCE - 60%
DISCOUNTED. COVERS EVERYONE. FREE EXAMS/XRAYS. FAX CARD FOR BROCHURE.
CONSUMERS
201- 956.2940.

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.

AGEMENTACCOUNTINGO
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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. Tway 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. . .
"1 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 ...

CMA: Three Letters That Spell Success
'r
f

,ay
1919,5y'

1- 800 - 638 -4427
Institute of Management Accountants
formerly
National Association of Accountants
CMA Program 10 Paragon Drive, Montvale, NJ 07645 -1759

CMA
Ce rtifie d
Ma na ge me nt
Ac c o unta nt
Program
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Employee Vacations
Leaving You Short- Handed?
When vacations threaten to disrupt your accounting department, Accountemps will
help. From Controller to Accounting Clerk we will supply the right person for the
job - for a day, a week, or longer. Every assignment receives our specialized expertise,
backed with a liberal guarantee.
So, if you're looking for a reliable accounting, bookkeeping or financial professional
on a temporary basis, call your local Accountemps office today! We won't leave you
short- handed!

For the office nearest you, call

1 -500 -562 -7654

account.
01992 Robert Half International Inc. An Equal Opportunity Employer.
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