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"Help, I'm drowning in success! Our Swim -Like A Fish franchises

have taken off like a mad Barracuda. But thanks to ACCPAC Plus,
we havent missed a stroke."

General Ledger
Mnancial Reporter
Accounts Pqyable

ACCPAC Plus Accounting Software.

4

It's versatile, with modules for a wide range of capabilities. Its easy to use, with lots of
P lu s A min

Accounts Receivable
U.S. and Canadian Pgyroll
M costin g

For More Information Call 1- 800 - 225 -5224, Dept. 30567

Inventory Control
Order Entry
Retai lnvoicing
SalesAn alvsis
ACCPACLanPak
Mndomhg System Manager
Dyna View

built-in features. Its customizable to the needs of virtually any type of business.
And it's backed by one of the world's largest software manufacturers.
No wonder its the leading accounting software in North America.

Be sure to ask for details on ScanPAC'; the new bar code technology for
ACCPAC Plus. Call now to see why more accountants and businesses
prefer ACCPAC Plus. And how it can keep you from drowning in a sea of numbers.
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ACCPAC Plus: The #1 Accounting Software In North America.
•rte`Computer AS5

sates IntematIOdaW ,Inr.,lslerAiie,NY117887OX. All product names relcmiced herein are tradmnivksoI their respective companies.
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There's only one activity-based m anagem ent s ystem
powerful enough to take you from data capture through to

you only ever view the correct results. And it's self maintaining
- automatically incorporating any changes you make.
As for reporting, Hyper ABC lets you view the data you

repo rting, witho ut co mpro mise.
Hyper A B C fro m A rmstro ng Laing.

want in the format you need via familiar spreadsheets,

Designed to make your job easier, it will unlock data
wherever its stored without rekeying or re- formatting.

To find out about the activity-based
management with more muscle, telephone

Once captured, its built -in controls validate everything, so

800 883 41 1 1 now for our free brochure.

®1993 Armstrong Laing Inc 7 Piedmont Center, Suite 500, 3525 Piedmont Road, Atlanta, Georgia, 30305 Telephone 404 364 183 6 F acsimile 40 4 2 33 4 883
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33
EXCELLENCETEAMSIN
ACTION
BY GEORGE F. HANKS,
CMA
At Duffy Tool and
Stamping, excellence teams
empower employees for the
continuous improvement of
product quality and worker
safety. This win /win
process can benefit your
company.
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BY EUNSUP SHIM, CMA,
AND EPHRAIM F. SUDIT
The results of a 1993 survey
of U.S. manufacturers
reveal that the majority of
companies choose full -cost
pricing with some
movement toward target
costing. The rationale for
choosing this method over
variable -cost pricing or
market -based pricing is
discussed.

Certificate of Merit, 1993-94

40

IMPROVING THE
FINANCIAL
REPORTINGPROCESS
BY ALBERT J.
ENZWEILER
Under the traditional
reporting system, printed
financial reports are
distributed last to managers
running the business.
Instead, managers should
have instant access to such
data anytime they want it.
Client /server computing
and other high -tech tools
can make it happen.

;illms

The cover of this issue is an 80-16.
Uthoweb recycled paper stock.

,,

Cover: Financial managers must learn
to use the latest technological tools to
keep abreast of the waves of change
sweeping through American industry.
See p. 21ff.
Photo by Bob Grant.

BY STEPHEN F.
JABLONSKY, CPA, AND
PATRICK J. KEATING
In high- performance
companies, operating and
financial management work
together to weave financial
controls into the fabric of
business operations. Once
considered corporate
scorekeepers, financial
managers now must act as
integrators and educators,
showing others how to use
financial data to make the
best operating decisions.

BY HARPER A. ROEHM,
CPA; DONALD KLEIN,
CMA; AND JOSEPH F.
CASTELLANO
In its drive to become a
world -class competitor,
Grand Rapids Spring &
Wire Products picked and
chose ideas from a number
of quality program experts
and tailored its quality
philosophy to fit the
organization. The concept
of having each employee
assume ownership of his or
her work has set the
company on a path to
continuous improvement
and resulted in a learning
organization.
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Only SunSystems Version 4.1 accounting software
d e l i v e r s w h a t J e f f n e e d s fr o m 2 0 l a n g u a g e s ,
51 currencies and 100 tax codes in 160 countries.
SunSysteMSTM
supports
DOS,
Unix, Novell,
plus
platforms
you
country right now.
That's Client
why it's/Server,
used by
overWindows,
200 international
Fortune
500
companies.
don't even k now yo u're u sing. In fact, it's the only p ackage you can put into every

1

0

i c n a ) n r u g w t�

Call 1- 800-542 -5420 for a copy of OUT technology white paper or the name of your local SunSystems representative in the US, Canada or Latin America.
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44
ONTHEFASTTRACK
TOPROFITS
BY KATHRYN STEWART,
CMA
A small cellular telecommunications company in
Maine describes how it
used ratio analysis to get a
picture of how well it was attaining its financial goals
and where it needed to
improve.

51

SCALA:SERVING
MANYMASTERS
BY KATHY WILLIAMS
AND JAMES HART
Per -Olof Myren created
Scala, a multilingual, multi currency, multinational accounting and business management software system
that helps users make strategic decisions for their
companies. He tells his
company's story and gives
financial managers tips on
their technological future.
55

THEONE-PAGECFO
BY KEITH HERRMANN
When you make a financial
presentation, every second
counts. This financial manager shows how you can
communicate financial data
with the intelligent use of
graphics as well as text.

Views expressed herein are authors' and do not represent Institute policy unless so stated. Publication
of paid advertising and new product and service information does not constitute an endorsement by the
Institute of the advertiser or the product or service.
MANAGEMENT ACCGUNTINGS is indexed in the Accountank' Index and also in the on -line database of
the same name. This publication is available in other
forms of media through Information Access Company and through University Microfilms, Inc., and
ABIANFORM (313) 7614700. For more information
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BUILDING BRIDGES DURING
DECEMBER COMMITTEE WEEK

ASSISTANT PUBLISHER / Robert F. Randall
EDITOR / Kathy Williams
TECHNICAL EDITOR / Karen S. Bell

Jeni

Every one of IMA's standing committees met in Philadelphia during an unusually
busy five -day period in early December. It is very beneficial for all committees to
meet at the same time and in the same location. The major issues we face do not
fit neatly into separate individual compartments. They are interrelated, and they
cross traditional boundary lines. Members of one committee need the opportunity
to talk with members of other committees to be able to understand the big picture.
All Institute members are deeply indebted to this group of almost 200 volunteers
who took time away from jobs and family to help ensure a healthy future for our
organization. Committees could not function without effective support from our
Montvale staff. These people not only serve as facilitators, but they also are responsible for implementation of committee actions.
The column this month is devoted to some very significant Bridge Building
activities that took place during our recent committee meetings.
One of the hardest - working groups in Philadelphia was the Subcommittee on
Competition of the Regional Operations Committee. This group was chaired by
Betsy Andrews -Del Vecchio. The members are firmly committed to responding
in a responsible manner to the wishes of our chapters as expressed in survey questionnaires. They practiced statesmanship rather than politics in their deliberations. I am very proud of Betsy and all the members of her subcommittee. A report
will be presented at the February meetings of the Executive Committee and Board
of Directors. I am confident that the end result will give chapters the help they
say they want and need. This is an excellent example of Building a Stronger Bridge
between our chapters and the national organization by listening and responding
to the views of the chapter leaders.
The October column was devoted to the CPE Bridge to the Future. The Committee on Education, chaired by Carl Smith, worked diligently in Philadelphia to
make certain that monitoring compliance with the CPE standard will not be a burden on the individual member. I am very pleased with the results of their efforts.
Another activity related to the standard is a questionnaire sent out last fall to a
random sample of IMA members who will be subject to the new standard. The
results will tell us how our members feel about the matter. When actions are considered by your national leaders that affect all members, we should try very hard
to obtain member views before we act. A third major item on Education's agenda
was the Lehigh CMA Review Course via satellite. The IMA relationship with a
specific provider strained our relationship with other providers. After a full discussion of all aspects of the matter, the committee recommended a policy in which
IMA will deal at "arm's length" with all providers of CMA review material and
courses. This will allow the free market to function. Overall, the actions of the
Education Committee provided another good example of Building Stronger Bridges both inside and outside the IMA.
There were many other excellent examples of outstanding committee work
done in Philadelphia during the December meetings. The space available does
not allow me to comment on all of them. I sincerely appreciate the dedication of
both the volunteers and the Montvale staff. Some very good things are happening
in our organization. We have much to be proud of as we continue Building Bridges
to the Future.

KEITH BRYANT, JR., CMA
President, 1994 -95
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AccountingSoftware
for the wayyou work
Now there's an accounting system with the
flexibility to meet your exact needs, the ease of
use of Microsoft® Windows"" and the client/
power to
TrueClient/Server server
put corporate
financial information at your fingertips.
Introducing VisionShiftTMAccounting.
The integrated, client/server accounting solution
from Geac /Collier- Jackson.
Every business is different.
So VisionShift General Ledger features an
exclusive account generation
process to create a chart of
90
accounts tailored to your %Ms
business structure. Even
complex inter - department allocations and
multi- company consolidations are easily handled.
And just as easily modified when your business
changes.

Built for the With seamlessly integrated
Receivable and
En t e r p r i s e Accounts
Accounts Payable, invoices,

checks and other transactions are automatically
reflected throughout the system for accurate
reporting. Our graphical on -screen calendar
Cir c l e No. ?

shows at a glance your day -to -day cash situation,
helping you manage it better.
Built -in links to the Microsoft Office
give you even more flexibility. Tap a button
.
to instantly create an Excel
template for special budget ing calculations. Distribute
vendor invoices for
approval by Microsoft Mail.
Or use Microsoft Access to
customize the software to suit your special
requirements. The possibilities are limitless.
Call today for
aou
more information or

It's Easy
for a demonstration
. User b tensV
See for yourself that
driving your enterprise from the desktop is more
than a better way to run your business.
It's a VisionShift.

Geac /Collier- Jackson
3707 West Cherry Street
Tampa, FL 33607

813/878 -7867
FAX 813/876 -8786
VisronShifr ix a T.&n rk of C— Collier frck. Mic
ft and Mkroeoft Ac me ate
registered tndem rkr and Windows u a trademark of Microsoft Corporation.

LETTERS
TO THE EDITOR

it is still not missed by anyone." Question: If standard costing and variance
analysis are not useful to management,
why does the ICMA still put a lot of emphasis on it on the CMA exam? Why
do many standard cost accounting
textbooks still include it?
Is there an overall problem with
standard costing /variance analysis or
was this a special case? If there is an
overall problem, can you give me any
references?
Fredrik Coulter
From IMA Bulletin Board

ROBERTF.RANDALL,EDITOR

WHAT'SSTATUSOF
STANDARDCOSTING?
n "Matching Accounting to Strategy: One Mill's Experience" [September 19941 by Kim Constantinides, CPA, and John K. Shank, CPA,
the following appeared: "Standard
costs and monthly variances were not
useful to management, yet they consumed significant effort in accounting
A year after the system was dropped,

Recently the Institute of Management
Accountants installed a number of technological
innovations in order to improve service to
members of the Institute. These innovations
include a new voice - automated telephone
system, a fax-back Automated Course
Information and Registration System, CIC's
Fax-on- Demand Service. the IMA Bulletin
Board, and CD -ROM Research Services. Here
is a summary of each of these services.

VOICE-AUTOMATEDSYSTEM
Dial 1- 800 -638 -4427 or201- 573 -9000 and the
menu below will guide you through the available
options. (Note: this menu is effective from 8:00
a.m. to 5:00 p.m.. Monday through Friday. There
is an alternate menu after these hours.)
"Thank you for calling the Institute of Management Accountants. If you know your party's three
digit extension, please enter it now, or press #
for more options.
To transfer to an extension by name, press 1.
For information on the CMA program, CMA
examination, and CMA CPE reporting,
press 2.
For general membership questions, payments,
chapter and council information, and to order
a publication. press 3.
For Continuing Education programs, press 4.
For Management Accounting magazine,
press 5.
For the Library, press 6.
For the Continuous Improvement Center,
press 7.
For questions on ethics, press 8.

VIRUSARTICLE
MISLEADING
I find "Control Plans for the New Computer Viruses" [September 1994] misleading as it signals symptoms that are
true but cannot be detected by human
means. [It] is true that a program will
take longer to load if it is infected with
a virus, but the difference should
amount to milliseconds and no person
will notice the difference. The same
can be said about the difference in size,
as no person knows the length of each

For the operator, press 9, or if you have a rotary
phone, please hold."

AUTOMATEDCOURSE
INFORMATION AND
REGISTRATIONSYSTEM
Dial 1-800 -638 -4427, and press 4. The menu will
offer you three options:
To register for a National Conference or workshop, press 1.
To register for a Regional Education program,
press 2.
For a fax of the course schedules or a detailed
course description, press 3.

CIC'S FAX-OWDEMAND SERVICE
Dial 1.800- 638 -4427. Ext. 242 (CIC), and you
will receive a description of Continuous Improvement Center products and services, details of
the benchmarking process, pricing information,
and a CIC update.

IMABULLETINBOARD SERVICE
Through your modem. dial 1 -800- 229 -1268;
baud rate: 2400 -9600: data bits: 8; parity: none;
stop bits: 1; terminal emulation: ANSI. At the
Main Menu, press J to join any of the service
areas shown. Press H for on -line help at any
prompt.

CD-ROMRESEARCHSERVICES
Dial 1 -800- 638 -4427, Ext. 235, and ask the Stuart Cameron McLeod Library staff to research
a topic of interest to you on CD -ROM. More than
1,000 periodicals in management and business
areas are indexed.

BULLETINBOARD
SERVICECORRECTION
To access employment opportunities on the IMA Bulletin Board Service,
you must dial 1 -800-229 -1268 through
a modem on a computer. The January
issue of IMA Focus included the number of the IMABBS but did not specify
that the IMA Bulletin Board Service
must be accessed through a modem
on a computer, Members may call the
bulletin board at their convenience,
seven days a week, 24 hours a day.

executable file in [his] system.
The only way to detect a virus is using a virus detector which knows the
virus or at least keeps a checksum of
the files so as to detect any change
made to them by a potential virus.
Some virus detectors put the checksum at the end of each file or in a special file in each directory, but this may
be tampered with by an extremely
elaborate virus that may recalculate a
new checksum of the infected file. The
best solution is to keep the checksum
in a special directory.
Arturo L. A. Lisdero Molina, CPA
Buenos Aires, Argentina

AFEMALEPRESIDENT
I have been an active member of IMA
(NAA) for more than three decades. I
know, therefore, that IMA (NAA,
NACA) has had a lot of excellent leaders serve as President since its organization in 1919. All the Presidents,
however, have been males! Isn't it time
that IMA elected an excellent female
leader as its President?
Grover L. Porter, Ph.D., CPA
Professor of A ccounting
The University ofAlabama in Huntsville

ERRATA
The name of one of the contributors to the
"CMA Views" column in the December 1994
issue inadvertently was misspelled. Dr. Harriet Farney, CMA, CPA, is assistant professor
of accounting, University of Hartford.
The toll -free number of the Insitute of Management Accountants is 1- 800 - 6381427. If you
are making inquiries regarding IMA products
or services or CMA information, please dial
the number carefully. Staff has received complaints from the holder of a similar number
that it has received a number of telephone
calls from people seeking information about
the Institute.
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NetProphet II
The software that's revolutionizing
the planning process for business.
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• Operational and financial view of the business
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• Integration with existing systems /applications
• Process improvement and re- engineering

•Dynamic, immediate "what if" simulation
• Activity -based costing and management
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Sapling Inc. OneBridgePlaza, Suite 400, Fort Lee, N1 07024 USA
SaplingCorporation

5925 AirportRoad,

Suite 610,

Mississauga,

TollFree1-800-335-5050

Ontario,

Canada

L4V1W1

SaplingCorporationEurope Suite9, TheSwanBusiness Centre,FishersLane,Chiswick,LondonW41RX England

Cir cle N o. 6

PL A NNING

Tel: (gal) 592 -5012

Fax: (201) 592 -4765

Tel: (905)678 -1661

Fax: (905) 6781667

Tel: 181 9951331

Fax: 181 742 7301

WASHINGTONREPORT

watch are Rep. Jim Leach, Iowa, who
will chair the Banking Committee, and
Jack Fields, Texas, who will chair the
Telecommunications and Finance
Subcommittee.

CASB ACTIVITIES

STEPHENBARIAS,EDITOR

TAX CUT OPTIONS
EXPLORED
ere are likely to be strong differences of opinion, and not just
between Democrats and Republicans, on the "Neutral Cost Recovery
Act (NCRA)," one of the tax cut provisions in the Contract With America
that calls for major changes in corporate depreciation schedules. Rep. Nick
Smith (R.- Mich.) is the sponsor of the
NCRA, which will be debated during
hearings in the House Ways & Means
Committee which began in January.
The NCRA gives companies smaller
write -offs in the early years after purchase of an asset and bigger write -offs
later on; in the process of allowing for
inflation, companies can actually deduct more than they originally paid for
the equipment. More specifically, the
Smith bill would allow businesses to index depreciation for investments in
plant and equipment based on a GDP
(gross domestic product) deflator and
an annual rate of return of 3.5 %. It also
would limit the method of depreciation
to 150% (from 200% currently) declining balance for indexed investments.
This may be good for some industries
but not so good for others, particularly
those who constantly have to update
their manufacturing facilities to stay up
with rapidly changing product cycles.
Tim McCormally, tax counsel for the
Tax Executives Institute, says computer and telecommunications companies
might not be so enthusiastic about the
NCRA. Monica McGuire, director of
taxation for the National Association of
Manufacturers, says, "The NAM applauds Congress for recognizing the
problems with the tax treatment of depreciation. We are currently reviewing
the bill's provisions." Smith's bill has
the backing of Rep. William Archer (R.Texas), chairman of the House Ways
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& Means Committee. But even some
Republicans are wondering — although
not Archer, at least not out
loud — whether the NCRA may cost the
federal treasury too much money.
"What I have heard from some Hill
staffers are questions about whether
the numbers make sense," reports
McCormally. The Clinton Treasury
Department has estimated that the
NCRA will more than pay for itself in
the first five years but cost the treasury
$170 billion over 10 years. Mike Murray, a spokesman for Rep. Smith, says
the congressman has not obtained a
Est of co-sponsors, so it is difficult to
gauge how much support the bill has
on Capitol Hill, even though it was included in the Contract. One business
group lobbyist points out that companies that pay the alternative minimum
tax would not be able to take advantage
of the NCRA. "That is a big problem for
us," she says.

ORANGE COUNTY
PUSHES
DERIVATIVES
CONCERNS
he Orange County, Calif., bankruptcy heightens pressure for
Congress to more adequately
address the multifaceted derivatives
problem. It looks very likely that although the SEC is unhappy with
FASB's latest pronouncement on corporate disclosure of derivative activity,
SEC Chairman Arthur Levitt, Jr. will
not do anything administratively on
the issue of forcing corporations to report on internal controls with regard to
derivatives. Levitt may think that because Republicans have taken over
control of Congress there will be much
less pressure to move on internal controls. The two key Republicans to

he Cost. Accounting Standards
Board (CASB) is about ready to
put out a proposal making
changes in how defense contractors
have to adjust their pricing in the wake
of changes in cost accounting methods. The so-called "Advanced Notice
or Proposed Rulemaking (ANPR) " will
follow up on recommendations made
by a CASB task force. One of the key
aims of those recommendations is to
take out of the hands of individual contracting officers the responsibility for
determining when a contractor must
file new pricing information. Rein Abel,
the CASB director of research, says
that system has led to too many disputes over pricing ending up in the
Armed Services Board of Contract Appeals. To cut down on the number of
disputes, the CASB will propose some
"precise, complex and lengthy" rules
that all contractors will have to abide
by. Abel says he expects contractors to
complain about these new rules, but he
argues they are necessary to cut down
on litigation.
On another front, the CASB put out
a "proposed rule" on what it wants
"Disclosure Statements" to contain.
The proposal incorporates some of the
suggestions the CASB received after it
published an ANPR on April 4, 1994.
The next, and final, step will be a final
rule, expected to be published later
this year. Government contractors file
disclosure statements on contracts
above $25 million to let the government know about the costs they incur
and the cost accounting methods they
use. One of the changes the CASB has
endorsed is a phasing -in of the new disclosure statement. New contractors
will have to use it from the "get -go."
Current contractors can let their current statement stand until the beginning of the contractor's next full fiscal
year after December 31, 1998. One of
the big changes to the disclosure statement will be the submission of cost accounting data in new areas such as cost
of money, postretirement benefits, and
employee stock option plans.
■
Stephen Barlas is a journalist with more
than 15 years of experience reporting
from Washington, D. C.
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MANAGINGYOURCAREER
'HOW CAN I LEVERAGE A JOB INTERVIEW ?'

ROBERT HALF. EDITOR
Following the advice that the best time to look for a job is while you still have one, I
have been discreetly conducting a search. In the past four months, I have made it to
the finals for two positions. In both cases, I was one ofthree called back for additional
interviews. At one company, it was pretty clear to me that theyfavored another candidate and were just interviewing me and the other person for show. At the second

firm, I'd say it was a toss -up, and 1 had a good chance of being selected. But 1 wasn't.
Since I'm confident enough to believe 171 get callbacks again in the future, can you
give me any hints on how I can leverage these interviews so I end up being the one
who's offered the job?
gather from your letter that
you readily accepted the
news from these prospective
employers that you'd lost out
to someone else. That's understandable. But being told
you haven't gotten the job
doesn't necessarily mean all hope is
lost. As the old saying goes, "It
ain't over'til it's over." Truth is, it may
not have been over for you had you
persevered.
Let me refer to a little sports story
you may already know. Some years
back, North Carolina State was in the
NCAA basketball finals. With three
seconds left in the game, a player from
that team missed a shot from 30 feet
out. It looked like a sure defeat.
But at the one - second mark, a teammate rebounded, sank the shot, and
won the men's NCAA title for North
Carolina State.
What's the lesson here?
To carry through on the sports metaphor, you assumed the game was over.
But there might have been a few seconds left for you to rebound —for you
to give it one final shot. Believe me, I've
seen job candidates do this and come
away with jobs they thought they'd
lost.
What often happens —and it might
have happened to you —is that as candidates reach the final interview stage,
they naturally assess their chances. If
it looks likely to them that they might
be also -rans, they mentally concede
the point and decide to be good sports
about it. They say, "Oh well," and
12

throw in the towel.
What they fail to realize is that, in
the eyes of the interviewers, the differences between the person hired, and
the runners -up, are generally very
small. Subtle, inconsequential elements separate the contenders.
What's most important to keep in
mind is that the candidate chosen over
you might decide at the last minute not
to take the job. A reference could come
back with negative comments. And
even if the person starts work, the
company might quickly recognize it
has made a mistake and ask the new
employee to leave. In all these scenarios —and they happen more than you
might think —the company must now
go through the hiring process again.
You almost got the job; differences bePERSONNEL.

"I like the creative way you manipulate
reality. You may be just the man we need
to write our corporate annual reports:'

tween you and the winning candidate
were small. If you've kept yourself in
the company's vision, turning to you
could save another time - consuming
search.
What does it take to sway such decisions? Sometimes it means just a littie more assertiveness, resolve, and
perseverance.
The next time you find yourself in
the running for a good job, and you feel
you might not be the top candidate, or
have even been told that a decision has
been made that is not in your favor, redouble your efforts. Don't concede defeat.
What specifically can you do?
Call the highest- ranking person
who interviewed you and reiterate
your interest in the job. Ask for another
opportunity to sit down with that person. If you're successful, be prepared
to add a new dimension to what you
discussed in previous interviews. "I
meant to tell you that when I was back
at the Smith /Jones Corporation, I was
instrumental in saving them a considerable amount of money by installing
a new concept in variable budgeting.
Let me explain it briefly."
If the interviewer doesn't agree to
meet with you again, try to get across
the same information over the phone.
Follow up with a "thank you" note.
Then, keep your eyes open for articles
in magazines and newspapers that
might be of interest to the interviewer.
Clip them and send them to the interviewer with a note: "Thought you
would be interested in this. It's the type
of process we discussed during my interview with you, and I believe in this
case... ."
If you receive a promotion or commendation at your present job, make a
speech to a civic or professional group,
or have an article published, be sure to
send that information to the company
that turned you down. You never know.
And as always, don't forget to ask for
the job. In many cases in my experience, all things being equal, the candidate who is ultimately chosen was the
one who expressed the most desire for
the job.
■
Robert Ha If; CPA, is the founder of Robert Half International, Inc., the world's
first and largest staffing service firm specializing in the accounting, finance, and
information systems fields. There are
more than 160 Robert HalfandAccountemps offices on three continents. His latest book is Finding, Hiring, and Keeping the Best Employees (John Wiley &
Sons).
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ENVIRONMENTAL
CLEANUP COSTS
AND DEDUCTIONS,
(PART II)

ANTHONY P. CURATOLA, EDITOR

BYCHARLESE,PRICE
n 1992, the IRS issued Technical Advice Memorandum
(TAM) 9240004 denying a
current expense deduction
for the removal of asbestos.
In addition, the IRS held that
the project was significant
enough to require the application of
IRC Sec. 263A uniform capitalization
rules because the IRS viewed the taxpayer as "producing" property.
The IRS determined that the removal and replacement of asbestos
insulation was not incidental, made
the property more valuable, and, in
turn, more marketable. Therefore, all
direct and indirect costs had to be
capitalized.
The taxpayer relied on Plainfield Union Water Co. v. Commissioner, 39
T.C. 333 (1962), nonacq., where the
court stated that added value should
be a comparison of the property's
value before the condition necessitating the expenditure and after the expenditure. The IRS disagreed, stating
that this test should be used only
when property has progressively
deteriorated.
Additionally, the IRS stated that
there was no way to value the property before the asbestos was added because the property was made that way
and that the Plainfield -Union Water
Co. test was inappropriate. It was asserted by the IRS that repairs were
done as a requirement of federal and
state laws and not to provide a better
insulating material; repairs are not a
permanent cure as is the removal
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of asbestos. The IRS also argued
that the property was more valuable because it met safety regulations
and therefore allowed operations to
continue.
Many commentators disagreed
with the TAM's failure to follow the
Plainfield -Union Water Co. court
case. Specifically, they felt it was
stretching the meaning of the value
test when property values are considered to increase after complying with
the Occupational Safety and Health
Administration (OSHA) and state
requirements.
In 1994, the IRS again issued an asbestos removal TAM (TAM 9411002).
In this TAM, the taxpayer removed
some asbestos in a boiler house and
converted the renovated building to a
garage and office space. This action
caused the taxpayer to lose a current
expense deduction. The asbestos removal costs had to be depreciated
over 31.5 years as a commercial building improvement.
The taxpayer also made the choice
to encapsulate asbestos - wrapped
pipes in a warehouse. The IRS saw no
added value or prolonged life and no
new or additional use for the property.
The encapsulation was viewed as temporary and incidental because less
than 25% of the property was affected.
Finally, the IRS noted, "'Phis TAM will
be given further consideration in connection with a study project on environmental cleanup costs."
On June 2, 1994, the IRS issued
Rev. Rul. 94-38, 1994 -25 I.P B. 4., finally offering general guidance that may
be cited. (TAMS are issued only to the
requesting taxpayer.) In the case
causing the ruling, the taxpayer decided to remediate the soil and
groundwater. The taxpayer also established an appropriate system for the
continued monitoring of the groundwater, ensuring that the remediation
had removed all hazardous waste.
The IRS, using the value test from
Plainfield -Union Water Co., found that
this remediation does not produce
permanent improvements to the taxpayer's land and does not provide significant future benefits. (See INDOPCO, Inc. v. Commissioner, 112 S. Ct.
1039 (1992).)
The ruling also states that the
costs incurred by the taxpayer do not
prolong the property's useful life, nor
do they adapt the land to a new or different use. The costs incurred to
build the groundwater treatment facilities must comply with IRC Sec. 263A
unicap rules, and these total costs

then must be capitalized under IRC
Sec. 263. The IRS also withdrew its
earlier assertion that the value test in
Plainfield -Union Water Co. cannot be
an appropriate test in any case other
than one in which there is sudden and
unanticipated damage to an asset.
Many commentators expect some
additional tests to be forthcoming
from the Treasury or the IRS. The
general intent should be matching expenses with appropriate revenues.
One may have a problem arguing that
environmental cleanup costs should
be capitalized and spread 31.5 years
into the future when the environmental hazards' byproducts were generated in the past. Generally Accepted Accounting Principles (GAAP) do not
suggest a prior - period adjustment or
treatment as an extraordinary item
for such costs.
The Emerging Issues Task Force
(EITF) of the Financial Accounting
Standards Board has released abstracts offering guidance on this topic. The general position is that most
environmental cleanup costs should
be expenditures. The abstracts identify a "discernible improvement to the
asset" before environmental cleanup
costs may be capitalized.
Also, any costs incurred for environmental cleanup that together with
already incurred costs that exceed
the fair market value of the property
at conclusion of the cleanup would be
deductible as a current expense. This
deduction, of course, would apply
where environmental cleanup costs
are being capitalized.
Environmental cleanup costs incurred within a reasonable period after the acquisition of an asset (to the
extent the problem is recognized before acquisition) also would meet the
capitalize criteria. The financial accounting positions seem reasonable
because the motivation is to capitalize
and make the current reported income more favorable.
Let's hope that sound tax policy is
motivated by reasoned legal analysis,
logical financial suggestions, and
common sense —not by revenue
needs.
■
Charles E. Price, Ph.D., is associate
professor ofaccounting at Auburn Univerity, Auburn, Ala. He can be reached
at (205) 298 -1188.
Anthony P. Curatola, Ph.D., is the
Joseph F. Ford Professor, Drexel University, Philadelphia, Pa. He can be
reached at (215) 895 -1453.
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FINANCIAL MANAGER
ARNOLD CHASSEN,EDITOR

UNDERSTANDING
EXECUTIVE
RETIREMENT PLANS
ttractive executive
packages are perhaps today's most
sought -after fringe
benefit. Regulated
limitations on qualified retirement plans
have made supplemental retirement
plans an increasingly important perk.
Supplemental retirement planning,
however, often places the interests and
concerns of the employer and the executive in conflict over tax issues and
benefit security.
Qualified retirement plans —These
plans include profit sharing, money
purchase, defined benefit, SEP, 403(b),
and 401(k). They may be the backbone
of an executive's retirement program,
but regulations impose contribution
limits, distribution limits, compliance
with all Title 1 ERISA requirements,
and inability to discriminate in favor of
highly compensated employees.
Traditional nonqualified deferred
compensation plans —These plans are
the most common supplemental plans,
especially within medium to large companies. The plans are not subject to
regulated participation, contribution,
distribution, or benefit limitations and
require minimal ERISA compliance activity. They do not impose current tax-

ation. These plans may use life insurance to provide tax- favored accumulations and plan cost recovery for employers. Executives can be uncomfortable with these plans. The plans are
unsecured, and executives can be out
of luck should the company change
management, ownership, or go "belly
up." Also, plan retirement benefits are
taxable.
Section 162 executive bonus plans —
These plans are the most common
when the employer's tax bracket is
higher than the executive's. Usually, a
high accumulation cash value life insurance policy is used to fund the plan.
Premiums are paid with employer pretax dollars that are taxed to the executive. "Double bonus" arrangements
are common — sufficient funds are given to pay taxes on the bonus. Employers may discriminate in favor of the
highly compensated. Plans can be established to provide income - tax -free
retirement benefits via a combination
of tax -free withdrawals and policy
loans. Death benefits also are received
without incurring income taxes. ERISA compliance is minimal.
The insurance funding the plan is
owned by the executive; thus there is
not the vulnerability experienced by
executives in traditional nonqualified
deferred compensation plans. Employer control over the plan ends once a bonus is given. Endorsements, however,
can be drawn providing additional employer control over policy ownership

Plans
May discriminate for highly compensated
Plan funded with life insurance
tmployer deducts contribution
Contribution taxed to employee
Employer deducts retirement benefits
Retirement benefits taxed to employee
ERISA compliance
Employer control
Employer recovers plan basis

No
Unusual
Yes
No
No
Yes
Full
Yes
No

rights until specific conditions are met
(retirement age or employment for a
number of years).
Split- dollar plans —These plans
generally are used when the employer's tax bracket is lower than the executive's. The employer uses after -tax
dollars to fund a life insurance policy.
The executive is taxed on the "economic benefit" of the plan's death benefit —the low cost of term insurance, not
the actual premium paid. The executive has a contractual obligation to reimburse the employer for the cost of
the plan (the aggregate of the premiums) before policy ownership rights
over the cash value may be excised.
Death benefits also are used to collaterize this obligation. The death benefit goes to the executive's beneficiaries
once the obligation is met. As with Section 162 plans, retirement and death
benefits can be structured without income taxation.
An example of the right circumstances and maximum benefit is the
case of a 36- year -old female executive
(38% tax bracket) working for a C corp
(15% tax bracket). The corporation
funds a $10,000 premium for 29 years
for a $891,000 policy on the life of the
executive ($11,765 per year after taxes). The executive's tax on the economic benefit ranges from $211 in year
one to $1,778 in year 29. Upon retirement at age 65, $290,000 ($10,000 premium x 29 years) is repaid to the corporation. A variable life insurance policy funds the plan, and, assuming a 10%
return, the executive will receive
$64,181 (untaxed) a year beginning at
age 65. If she died at age 85, she would
have received a total income of
$1,283,620, and her beneficiaries
would receive a death benefit of
$998,419.
■
Arnold J. Chassen, CEBS, CLU, ChFC,
is assistant vice president of insurance at
Janny Montgomery Scott, Inc. He can be
reached at (215) 665 -6615.
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With
J

Yes
Usually
No
Yes
No
No
Minimal
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Xerox Corporation

etc...

4

i 2

NTINUO�

M P ROV

S

EN T

C ENTER _4

NEWS
KATHY WILLIAMS, EDITOR

EDWARDTROTT
NAMEDTOFASAC
dward W. Trott, CPA, a
partner of KPMG Peat
Marwick LLP, has
been named to a one -year
term on the Financial Accounting Standards Advisory Council. His term began
Jan. 1, 1995.
FASAC is composed of
32 high -level individuals
representing preparers, auditors, and users of financial
statements. The Council
consults with the FASB as
to key projects on its agenda, selection and organization of FASB task forces,
and other matters as requested by the Board.
Mr. Trott, a member of
IMA's Tampa Bay Chapter,
is a member of the Management Accounting Practices
Committee.

CREDITGRANTORS
OPTIMISTICABOUT
1995
usiness credit managers are optimistic
about economic
growth for the first quarter
of 1995, according to a yearend survey by the National
Association of Credit Management (NACM). Sixtyeight percent of the respondents said business would
be good in the first quarter,
and nearly one -third expected that trend to continue for
the next six months.
Asked their major areas
of concern, 27%of the respondents (compared to
11% the previous year) cited
18

Edward W. Trott

interest rates as a problem.
The percentage of credit
managers reporting problems in the areas of bankruptcies fell from 26% in December 1993 to 7%in
December 1994. Concern
over slow - paying customers
also dropped 23%from last
year. Regarding credit policies for the next six months,
72%of the respondents said
they would stay the same,
while 23% said they would
be more stringent.

MIDDLE-MANAGEMENT
HIRING IS ON RISE
or the first time in 10
years, the hiring of
middle managers and
professionals is on the upswing, according to a recent
national hiring survey conducted by Management Recruiters International Inc.
(MRI). Of the more than
2,000 hiring executives
polled, 44% said they
planned to increase the
number of aforementioned

employees over the next six
months. That's a 10 -point increase over projections at
this time last year.
The South Atlantic,
North Central, and Midwest regions of the United
States expect to see the
highest increase, while the
Southwest probably will experience a loss. Companies
projected to see the highest
increase are telecommunications and environmental.
Financial services companies are at or near the national average.
When asked how they
thought the overall economy would perform in 1995
as compared to 1994, 46% of
the respondents answered
marginally better, 28% said
the same, and 14.4% said
significantly better. For
more information, call Karen Bloomfield at 1- 800 -8754000.

UPDATE: DOING
BUSINESSWITHTHE
GOVERNMENT
he popular U.S. Government Purchasing
and Sales Directory
has been updated and is for
sale from the Superintendent of Documents. It was
developed by the Small
Business Administration to
help businesses of all sizes
who sell or want to sell their
products or services to the
federal government figure
out the complexities of the
process.
The book provides a list
of nearly 4,000 goods and
services purchased by each
of the government's major
civilian and military acquisition centers, lists names
and addresses of agency
federal Offices of Small and
Disadvantaged Business
Utilization, lists federal offices involved in property
sales, and provides copies
of key government forms
businesses handle when
they do business with a federal agency.
The 401 -page directory
costs $24, which includes

IT

shipping and handling. Order number is 045 -00000272-1.For complete information on how to order, call
(202) 512 -1800 or (202) 5121710, 8 a.m. to 4 p.m., eastern time.

ENVIRONMENTAL
ISSUESTAKETOP
PRIORITY
versight of environmental compliance
has been elevated to
th a board of directors' level
in 40% of the companies responding to a Price Waterhouse LLP survey on environmental responsibilities.
This percentage is double
the findings of a similar survey conducted in 1992.
In other findings, 63%of
the companies now have
formal policies to account
for the costs of environmental cleanup. Among companies with significant environmental liabilities, 72%
say they disclose their accounting policies for environmental costs. Seventythree percent conduct
environmental audits. Seventeen percent of companies with significant environmental liabilities and 8%
of those without now issue
public environmental annual reports. Forty-seven percent say they record liability
for cleanups during remediation studies, while 12%wait
until funds are spent.
For complete details,
contact Michael Ascolese at
(212) 819 -4952.

0

JOBSECURITYISSTILL
IMPORTANT
ob security is as important to 97%of working
Americans today as it
was in 1989, Accountants
On Call found out in the latest version of its Profiles of
the American Worker poll
series. Only 1% of those queried said job security is not
important. For information,
call Carter Wolf at(201)
843 -0006.
■
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If you are an accounting and finance professional in business,
public, or government accounting who measures success in terms of
opportunity, recognition, and reward, then target your career today!
Become a

Certified Management Accountant
1- 800 - 638 -4427
Institute of Management Accountants
10 Paragon Drive
Montvale, N] 07645 -1760

Standards of Ethical Conduct
for Management Accountants
anagement accountants have an obligation to
the organizations they serve, their profession,
the public, and themselves to maintain the
highest standards of ethical conduct. In recognition of this obligation, the Institute of Management Accountants has promulgated the following standards of ethical conduct for management accountants. Adherence to
these standards is integral to achieving the Objectives of
Management Accounting.' Management accountants shall
not commit acts contrary to these standards nor shall they
condone the commission of such acts by others within their
organizations.

COMPETENCE
Management accountants have a responsibility to:
• Maintain an appropriate level of professional competence
by ongoing development of their knowledge and skills.
• Perform their professional duties in accordance with relevant laws, regulations, and technical standards.
• Prepare complete and clear reports and recommendations after appropriate analyses of relevant and reliable
information.

CONFIDENTIALITY
Management accountants have a responsibility to:
• Refrain from disclosing confidential information acquired
in the course of their work except when authorized, unless legally obligated to do so.
• Inform subordinates as appropriate regarding the confidentiality of information acquired in the course of their
work and monitor their activities to assure the maintenance of that confidentiality.
• Refrain from using or appearing to use confidential information acquired in the course of their work for unethical
or illegal advantage either personally or through third
parties.

INTEGRITY
Management accountants have a responsibility to:
• Avoid actual or apparent conflicts of interest and advise
all appropriate parties of any potential confect.
• Refrain from engaging in any activity that would prejudice their ability to carry out their duties ethically.
• Refuse any gift, favor, or hospitality that would influence
or would appear to influence their actions.
• Refrain from either actively or passively subverting the
attainment of the organization's legitimate and ethical
objectives.
• Recognize and communicate professional lintltations or
other constraints that would preclude responsible judgment or successful performance of an activity.
• Communicate unfavorable as well as favorable information and professional judgments or opinions.
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■ Refrain from engaging in or supporting any activity that
would discredit the profession.

OBJECTIVITY
Management accountants have a responsibility to:
• Communicate information fairly and objectively.
• Disclose fully all relevant information that could reasonably be expected to influence an intended user's understanding of the reports, comments, and recommendations presented.

RESOLUTION OF ETHICAL
CONFLICT
In applying the standards of ethical conduct, management
accountants may encounter problems in identifying unethical behavior or in resolving an ethical conflict. When faced
with significant ethical issues, management accountants
should follow the established policies of the organization
bearing on the resolution of such conflict. If these policies
do not resolve the ethical conflict, management accountants
should consider the following course of action:
■ Discuss such problems with the immediate superior except when it appears that the superior is involved, in
which case the problem should be presented initially to
the next higher managerial level. If satisfactory resolution cannot be achieved when the problem is initially presented, submit the issues to the next higher managerial
level.
If the immediate superior is the chief executive officer,
or equivalent, the acceptable reviewing authority may be
a group such as the audit committee, executive committee, board of directors, board of trustees, or owners. Contact with levels above the immediate superior should be
initiated only with the superior's knowledge, assuming
the superior is not involved.
■ Clarify relevant concepts by confidential discussion with
an objective advisor to obtain an understanding of possible courses of action.
■ If the ethical conflict still exists after exhausting all levels
of internal review, the management accountant may have
no other recourse on significant matters than to resign
from the organization and to submit an informative memorandum to an appropriate representative of the organization.
Except where legally prescribed, communication of such
problems to authorities or individuals not employed or engaged by the organization is not considered appropriate. ■

lInstitute of Management Accountants, Statements on Management Account ing., Objectives of Management Accounting,Statement No. 1B, June 17, 1982.
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Finance professionals must trade their surveillance mentality
a service mentality.
BY STEPHEN F. JABLONSKY, CPA, AND PATRICK)
KEATING
he organizing principles of today's high - performance
enterprises differ markedly from the command -andcontrol structures of the past. Companies such as
Ford and AT &T have achieved quantum leaps in productivity by reengineering their organizations. They have
demonstrated the competitive advantage of employing new
forms of integrated work organization with educated workers enabled by advanced information technology.
To realize quantum productivity gains, most companies
must break with their past. They must undergo transformation, which requires fundamental changes in an organization's genetic code —the implicit, "tried and true" rules that
determine how work is organized and controlled.'
Financial professionals must be a part of this transformation. The reengineering of work will not succeed without a
corresponding transformation of the company's traditional
financial management practices. Financial work must be integrated into the very fabric of business operations. Such integration requires open channels of financial communication
supported by a "single stream" management communication
and control system that integrates operating and financial daMANAGEMENTACCOUNTING /FEBRUARY 1995

ta within the same database. This structure is in contrast to
traditional modes of financial management characterized by
relatively closed, "need to know" channels of communication
supported by independent financial systems that must be
reconciled to the independent operating systems.
Although the idea of integrating financial work into business operations is fairly noncontroversial, we have found
that for many companies, the rhetoric of change in financial
management practices often exceeds the reality of change.
The extent of and reasons for this gap vary from company
to company. In some cases, senior management's basic operating philosophy is incompatible with efforts to reengineer the basic business processes. A chief executive officer
may espouse team organization but adhere to an arm's length model of financial management. In other cases, the
chief financial officer or his or her staff may resist change
because of fears about loss of independence. Sometimes
change in financial management practices lag other work
organization changes because financial managers lack the
knowledge or resources to build the capabilities consistent
with their commitment to team -based financial work. Whatever the reason, reliance on traditional patterns of financial
management appears to inhibit change toward customer oriented, team -based forms of organization characteristic of
21

high - performance enterprises.
Financial executives must develop a plan for transforming
their organizations. They must become Business Advocates
instead of Corporate Cops if they want to play more than a
marginal role in their companies' high performance. For
those financial executives who feel their influence and status
are taking a turn for the worse, it may be time to reassess
the contribution their financial organization makes to the
company's overall success.
Two competing management operating philosophies appear to govern how staff organizations such as finance function within a company's overall management communication
and control system. Under one philosophy, the financial organization functions as a Business Advocate. Under the other philosophy, it functions as Corporate Cop. Tektronics' Circuit Board Division (CBD) is a good example of a business
that has successfully integrated financial management practices into the entire business operation. It clearly is an example of the Business Advocate. B Corp, a major competitor,
clearly is a Corporate Cop. Where does your company fit?
TEKTRONICS CIRCUIT BOARD DIVISION (CBD):
MANDATEDCHANGE ANDMARVELOUS TURNAROUND
t Tektronics CBD, operating management and financial management worked together to weave financial
controls into the fabric of their business. This integrated operating and financial management system has played
a critical role in the renewed profitability of the Division.
As researchers, our involvement with CBD started after
the management team had changed the management communication and control system. The general manager graciously allowed us to document the specific changes that had
occurred at CBD and also agreed to have members of the
management team complete the research questionnaire we
developed based on the case studies we had conducted at
AT &T, Boeing, Citicorp, Ford, Merck, and 3M. CBD became
our living embodiment of the business advocate model of financial management.
Plant management has been quite frank in admitting that
a team -oriented operating style is neither complete nor effective without financial information that front -line personnel
can use to manage the economics of their operations and that
technical sales management can use to make informed
choices about product pricing decisions.
CBD is one of more than 3,500 companies worldwide in
the $29- billion- dollar printed circuit board market. Domestically, the market is around $6 billion with more than 800
companies competing. In 1990, the industry was just breaking even in North America. The best performers in the United States achieved a 5% pretax profit margin. The best performers worldwide achieved a 12% pretax margin. CBD
achieved a 20% pretax margin in 1990, and sustained that
margin into 1993. The Division's general manager attributed
the group's success to the total revamping of its management communication and control system.
Here's what happened. Between 1983 and 1987, CBD lost
money. The greater the volume of business, the greater the
losses. The corporate group issued a simple ultimatum to
CBD: "Either turn this business around and become profitable, or be sold off or closed down."
In retrospect, the ultimatum was a blessing in disguise.
The management team realized it needed to revise its current management communication and control system radically. Basically, the existing culture was characterized by an
atmosphere of secrecy and distrust. A "we- they" separation
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existed between financial managers and operating managers. No one believed the numbers that were being generated
on an after -the -fact basis from the full-cost allocation financial
system.
Between 1988 and 1990, management "performed radical
surgery" on the existing management communication and
control system and transformed a dying patient into a
healthy world -class competitor. Before 1988, management
had begun the process of transforming the operating culture
of the plant by instituting total quality management (TQM),
continuous improvement, and employee involvement programs. By the plant manager's own admission, however,
these programs had not led to a significant turnabout in the
plant's financial performance. The turnabout really kicked
into high gear with the implementation of the missing link
in the plant's management communication and control system—an on -line, real -time activity-based costing system.
CBD's new system is an activity-based management system rather than an activity-based cost system —for several
reasons. First, in the new integrated system, the financial information is never separated from the operating data. Prices
(dollars) and quantities (activities) attach to a circuit board
as the product passes through the manufacturing process.
Prices (costs) are not separated and then reallocated to the
product on some arbitrary cost allocation basis. Second, the
integrated operating and financial information is "owned" by
all managers and employees and is shared on a daily basis.
Managers and employees can "see" the relationship between
the numbers that appear on their computer screens (not financial reports) and their day - today activities.
The system does so by providing a common ground for
monitoring the quality of the manufacturing process and taking corrective action every day. When defects are discovered
during the manufacturing process, the cause of the defect
quickly is traced to its source —in other words, the activity
station responsible for the defect. Once this information has
been entered, the activity management system rolls up the
costs of that quality problem by calculating the entire cost
of the activities performed on the product up to the point of
detection. The system maintains a readout on an on -line real time basis of the "dollarized" costs of defective products
caused by each activity station during the workday.
As part of the plant's program of continuous improvement, station managers and the assistant plant manager
meet every morning as a team to resolve quality problems
experienced during the preceding day. The two station managers with the highest costs of quality are responsible for
reporting to the team how they have addressed the quality
problems of the preceding day. Not surprisingly, during each
day each station manager continuously monitors the cost of
quality produced by the activity-based cost system in order
to determine where his or her group stands in the cost -ofquality rankings for the day.
Such experiences at CBD demonstrate the value - creating
potential of integrating financial management practices into
the fabric of the business operations. CBD has improved its
entire management communication and control system
while employing substantially fewer (although substantially
more sophisticated) financial people.
With respect to the last point, in truly integrated operating and financial systems, capturing data at the source can
help eliminate data -entry work performed previously by accounting clerks. Also, the costs of financial management can
be reduced even further by embedding the financial controls
and analytical tools directly into the integrated systems. At
CBD, for instance, the decision support logic for interactive
MANAGEMENT ACCOUNTING /FEBRUARY 1995

product pricing and profitability has been built into the systems software for technical sales and purchasing managers
to use in customer and supplier negotiations. There is no
need for a separate accounting "calculation." The result: financial work with substantially fewer financial people.

CHANGINGOURROLES
he changes that have occurred at Tektronics CBD
stand in stark contrast to the reality that exists at other
companies with more traditional management communication and control systems. Accounting educators such as
ourselves, management consultants, and senior executives
charged with transforming their own organizations see CBD
as an ideal benchmark for changing the management communication and control system practices at other companies.
We have no doubt that businesses will be moving forward
with the concepts of instantaneous financial information and
financial work with substantially fewer financial people.
Some companies will be proactive and realize the benefits—in terms of reduced costs and reduced cycle times --of
"going along with flow" made possible by technology. Others
will be reactive and always be trying to catch up (Sears chasing Wal -Mart).
From a practical perspective, financial executives must
come to grips with the changing role of the finance organization when financial work is integrated with business operations. As a result of our experiences with companies such
as CBD, we see an emerging role for financial professionals
in the high - performance companies . Financial professionals are likely to become the company's educators and
integrators.
As educators, financial professionals will be responsible
for hel ping managers focu s on th e "real econ omics"
(AT &T's term) of the business. Managers and financial professionals will participate in a joint education process. Managers will teach financial professionals to be more knowledgeable about the business operations ( becoming more
business literate), while financial professionals will teach
managers how to analyze business opportunities in financial
terms and assess the economic impact of these decisions on
the overall organization (become more financially literate).
As integrators, financial professionals will focus on bringing all of the diverse functions of the business together
through systems that deliver financial information to frontline managers, heads of business units, and senior corporate
management—all at the same time. In a world where instantaneous financial information is fast becoming a reality, education and integration skills will be in high demand.

THECOMPETINGMODELS
e have found that financial organizations, like people, have personalities. As individuals, we are complex and multidimensional . Psychologists have
found that much of our complex individuality can be traced
to and understood in terms of fundamental traits or organizing princip les. Even th ou gh we are u n iq ue h u m an b eings,

our personalities and behaviors can be characterized within
a limited number of psychological profiles. For all their apparent idiosyncrasies, financial organizations and financial
profession als can b e characterized in term s o f two com peting models of financial management and the four core values
that und erlie b oth mod els.
Usin g field stu d ies fo llo wed u p b y exten sive qu estionnaire -based research , we id entified the op eratin g p hilosoMANAGEMENT ACCOUNTING /FEBRUARY 1995

phies that appear to govern how staff organizations function
within the overall management communication and control
system?
Under the first philosophy, staff functions such as finance
are required to adopt a service orientation and be involved
in the business. Individual financial professionals must have
a high degree of knowledge about the business in order to
be acceptable to operating managers within the lines of
business. The financial organization functions as a Business
Advocate.
Under the second management operating philosophy,
staff functions such as the financial organization are required to be more removed from the business, serve as a
surveillance unit, and follow impersonal procedures in the
administration of corporate rules and regulations. Individual
financial professionals are expected to make sure that line
managers are following the rules. Within this management
operating philosophy, the financial organization functions as
a Corporate Cop (see Figure 1).
As you can see from Figure 1, we have positioned the Tektronics Circuit Board Division (Tek CBD) financial organization as a Business Advocate with a strong market and team
orientation. This designation is consistent with our previous
description of CBD.

FIGURE1/MODELSOFFINANCIALMANAGEMENT
ANDORIENTATIONSTOFINANCIALWORK

� or

Business
Advocate

Corporate
Cop

Tek CBD

Competitive
Team
Markets

Conformance
Regulators
JKH Research Associates: ©1994

We have positioned the financial organization at B Corp,
a competitor of CBD, as a Corporate Cop financial organization. It places a strong emphasis on command and control,
and vertical information flows up and down the corporate hierarchy. B Corp has been a highly visible and profitable competitor that has fallen on hard times. Senior corporate management has given the management of B Corp a mandate:
"Become profitable, or be divested or shut down."
At present, B Corp is benchmarking its financial organization (and all other staff functions) against CBD. We argue
that no significant changes will occur at B Corp until the
overall management operating philosophy for staff functions
23

/

FIGURE 2 CBDANDBCORPCOREVALUES
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shifts from surveillance to service. If the management operating philosophy changes, the financial organization can
become a Business Advocate.

CBDANDBCORP:COMPETINGPHILOSOPHIES

service

n Figure 2, we present a comparison of CBD and B Corp
based on an analysis of the management responses to
our research questionnaire designed to measure orientations to financial work.3 We show the numerical scores that
underlie the Business Advocate and Corporate Cop designations for CBD and B Corp as well as scores for the four
core values of service, role, focus, and responsibility that underlie the profiles.
When given an opportunity to assess the function of the
financial organization within the overall management communication and control system framework, the managers at
each company provide a striking contrast. The financial organization at CBD receives a 90% Business Advocate score
and a 10% Corporate Cop score. The financial organization
at B Corp is almost the exact opposite (1896 Business Advocate and 82% Corporate Cop). We argue that initiatives such
as reengineering, total quality management, continuous process improvement, and activity -based management will
prove to be fads in the world of the Corporate Cop because
the "gap" between the operating managers and financial
managers cannot be closed without a drastic change in management operating philosophy. Assessment of core values
comes to the fore here.
Directly below the Business Advocate and Corporate Cop
scores for CBD and B Corp we present our "four corner"
model of core values. The core values of
(to customers) and role (requirements and expectations) represent the
commitments of the financial organization. The core values
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of focus (of the financial systems) and responsibilities (of the
financial professionals) represent the capabilities of the financial organization.
CBD.We argue that the commitments and capabilities of
the Circuit Board Division have been aligned well to help
achieve the dramatic turnaround we described. The financial
organization is perceived to devote most of its effort to providing service to the business units followed by servicing the
needs of top management. The financial professionals are
perceived as team players (integrated into the business) who
also provide expert commentary on the financial aspects of
the business.
As one of many business units within Tektronics, the financial organization at CBD has developed the capability to
focus on the competition through the development of integrated operating and financial management systems and by
being held responsible for supporting the business unit managers. At the same time, CBD links into the separate corporate- wide financial system tied to the overall corporate governance system, with the financial professionals assuming
responsibility for monitoring the operating and capital budgeting process.
Taking CBD's success in changing its organizational "personality" as a guide, the commitment to become a Business
Advocate staff function precedes the development of a plan
to change the capabilities of the organization.
B Corp. As we mentioned, the situation at B Corp stands
in stark contrast to the situation at CBD. In the case of B
Corp, senior management received our permission to use
our research questionnaire within the business in exchange
for completed questionnaires we could analyze for research
purposes. At the present time, senior management still has
not used the results of our analysis to formulate an action
plan.
MANAGEMENT ACCOU"NG/FEBRUARY 1995

In terms of commitment, B Corp's financial organization
is perceived to serve the needs of top management even
though members of the financial organization are on -site at
the business unit. Financial professionals are considered
scorekeepers first and expert commentators second. Given
that scorekeeping gets the highest marks, we suspect that
the expert commentary pertains to how to keep score.
In terms of capabilities, the financial systems at B Corp
are separate from the business operations and are oriented
to meeting the resource - tracking needs of corporate management an d the co mp liance- reporting requiremen ts of ex-

ternal regulators. Financial professionals primarily are responsible for reporting cost data and financial accounting
data to superiors at a different level within the corporation.
When we look at the difference in the profiles of the two
companies from the perspective of the individual financial
professional, the issue of status and legitimacy immediately
comes to mind. In the CBD case, the financial professionals
are considered to be team players responsible for supporting
implementation of the business unit's strategic plan. At B
Corp, the financial professionals are perceived to be scorekeepers responsible for basic record - keeping and reporting
activities.
Given the emphasis on getting the cost out through reengineering efforts, the financial professionals within B
Corp seem to be much more at risk than the financial managers, that remain at CBD.
WHAT'S THE FUTURE?
inancial executives, along with executives managing
other staff functions, are under the same pressure to

background or skills to be effective team players in their organizations. If TI's experience is an isolated case, that is one
thing. If TI's experience is an indication of an emerging
trend, the implications could be quite traumatic for any number of financial organizations. It's time to become Business
Advocates.
■
Stephen F. Jablonsky, CPA, Ph.D., is associate professor of accounting and management information systems and Kellogg
Foundation National Fellow at Penn State University. He has
developed the concept of financially based management communication and control systems (MCCS) to teach accounting
and finance topics from a management perspective. He can be
reached at (814) 865 -6473.
Patrick J. Keating, Ph.D., is associate professor of business
administration, Dept, of Accounting and Finance, San Jose
State University, San Jose, Calif. He is a member of the Palo
Alto Chapter, through which this article was submitted, and
can be reached at (408) 924-3494.
'Mic hael Hammer and James Champ y, Reengineering the Corporation, Harper
Business, 1994.
2Readers interested in looking at the original field research conducted at AT&T,
Boeing, Citicorp, Ford, Merck, and 3M are referred to our Financial Executives
Research Foundation (FERF) monograph Changipg Roles of Financial Management: Getting Close to the Business (Keating and Jablonsky, 1990). For more in-

formation concerning the development and initial research using the Management Communication and Control Systems Diagnostic Questionnaire (the DQ),
readers are referred to our FERF monograph, sassiness Advocate or Corporate
Policeman:AssessingYour Role as Financial Executive gablonsky, Keating, and
Heian, 1993).
3JK Research Associates has developed the methodology for creating a financial
organization "personality" profile based on the analysis of over 2,000 completed
research instruments administered at executive development programs, inhouse corporate programs, and professional meetings. For more information
about developing a personality profile, please contact the authors directly.

reen gineer their operations as are line management. Financial executives n eed to "get th e cost o ut" of their opera-

tions and become more effective at the same time. The "psychological" profiles we prepared for CBD and B Corp
dem on strate th at a co mp an y's m an agem en t o p erating phi-

losophy for staff functions has a significant impact on whether the financial organization (or any other staff group) functions as a Business Advocate or as a Corporate Cop.
The differences between the two financial organizations
may be measured in terms of four core values— service, role,
focus, and responsibility. Business Advocates service different customers, play different roles, maintain different types
of systems, and perform different responsibilities than Corporate Cops.
We argue that the Business Advocate model of staff work
is more in line with the concepts of business reengineering
and provides a great opportunity for financial executives to
reengineer their own organizations and transform their professional staffs into key integrators and educators within the
company. If current financial executives do not take the initiative, a new management team is likely to step in to do the
job.
In a recent conversation with a business unit controller
at Texas Instruments ('I1), we found out that he no longer
hires undergraduate accounting and finance majors for the
financial organization. Neither will he hire an MBA with an
undergraduate degree in accounting or finance. His logic is
very simple. TI believes that in order to develop as team -oriented business professionals, finance staff should be rotated
regularly between the finance organization and the line functions. Thus, this busin ess un it con troller must be able to sell
finance staff to th e line organ izatio n s. Lin e m an agers find
that individ uals trained to b e o nly scorekeepers responsible
for cost acco un ting and fin an cial rep orting d o no t have the
MANAGEMENT ACCOUNTING /FEBRUARY 1995
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B lending Quality
Theories for
10

Continuous
Improvement
Grand Rapids Spring & Wire Products combines ideas ofquality
gurusto create a world -class competitor.
BY HARPER A. ROEHM, CPA;
DONALD KLEIN, CMA; AND
JOSEPH F. CASTELLANO
Certificate of Merit, 1993 -94

s American companies strive
to become competitive in a
global economy, they are
seeking the counsel and
guidance of quality consultants who
advocate the philosophies of such well known names as Deming, Juran,
Schonberger, and Goldratt. While
these philosophies do share some of
the same underlying themes —a passion for quality and satisfying the customer —there are significant differences in their approaches that often
make it extremely difficult for management to decide which approach to follow. In many instances executives who
have received assistance from a particular consultant become strong disciples of the philosophy adopted. It is not
that uncommon to have their organization referred to as a Deming, a Juran,
26

a Goldratt, or a Schonberger company
with the implication that there is only
one approach to being competitive and
achieving success.
Grand Rapids Spring & Wire Products Inc. (GRSW) is a company that
has resisted such labeling in its efforts
to become more customer focused and
globally competitive. It has successfully blended many of the current quality
philosophies and approaches and retained those ideas that the managers
believe contribute to its flexibility and
responsiveness in meeting customers'
needs. The success of its approach provides a blueprint for other companies
to consider.

GRSW SEEKS A QUALITY
CULTURE
RSW manufactures a variety of
products that include compression, extension, and torsion springs; stampings from progressive dies and four -slide stampings; roll
forming; wire and grommet molding;

and various assembly processes. Approximately 70% of sales are to automotive companies with the other 30% to
the appliance, furniture, and electronic
industries. There are more than 1,000
spring companies in the United States
and Canada with a total sales market
of around $2 billion. It is a fragmented market in which no one company
dominates.
Most spring manufacturing companies operate in a specific region. In the
Western Michigan area GRSW has six
competitors whose sales range from $1
million to $24 million and employ from
10 to 250 people. GRSW had 100 employees and sales of almost $12 million
in 1992.
Jim Zawacki purchased Grand Rapids Spring & Wire Products Inc.
(GRSW) in 1985 and immediately recognized the need to build a quality culture. He hired a statistical process control coordinator who prepared SPC
materials and conducted SPC seminars for the employees. One of the
largest customers requested that they
MANAGEMENT ACCOUNTING/FEBRUARY1995

study `world -class manufacturing" using Richard J. Schonberger's book,
Japanese Manufacturing Techniques:
Nine Hidden Lessons in Simplicity',and
the accompanying videotapes. The
book and its videotapes, which focus
on "just -in -time" and "total quality control," were reviewed and studied by all
employees. At the same time management and several of the employees
were reading books about the Deming
approach including W. Edwards Deming's Out of the Crisis'.

commitment of its employees.
When management took the initiative to listen and respond to employees, the workforce responded with an
increased trust in management. As a
result of this trust the quality culture
began to flourish at GRSW. Although
enormous progress had been
achieved, Jim Zawacki, however, continued to search for new ideas and approaches to producing a quality product and to becoming even more
committed to being flexible and responsive in meeting customers' needs.

THE GOLDRAIT INFLUENCE
a 1987 GRSW hired a management
consultant who had been trained as
a Jonah by Eliyahu M. Goldratt Institute. The consultant formed small
employee groups who read The Goal3
and discussed over a year how The
Goal applied to GRSW. During these
discussions the employees began to
identify "Herbies" (constraints) which
they felt were keeping GRSW from becoming a world -class manufacturer. As
the discussions continued, management and the employees assisted each
other in providing meaningful solutions to solving the identified constraints. As a result of these efforts
GRSW was able to gain the trust and

:M-1
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SUZAKI INFLUENCE
fter reading Kiyoshi Suzaki's
book, The New Manufacturing
Challenge — Techniques for Continuous Improvement4 , which outlines
the concept of creating mini- companies within a factory environment, Jim
recommended that Kiyoshi Suzaki
should be invited to speak to the Manufacturers Council of Grand Rapids
Chamber of Commerce group. So impressed were they by his presentation
that seven local companies formed a
Continuous Improvement Users
Group and hired Suzaki to visit and
consult with them every six to eight
weeks.

Eventually Jim hired Suzaki as a
consultant to GRSW. The idea of creating mini - companies within a factory
had great appeal because it focused on
having each employee assume ownership of his or her work. Theoretically
each person could be considered president of his own company within the
company because each person has internal and external suppliers and customers. Employees rarely work in isolation and usually either receive
information, services, or products
from someone either internal or external to the company who would be considered their supplier.
Furthermore they usually provide
either information, services, or products to someone either internal or external to the company who would be
considered their customer. If each person's job is viewed as a separate minim
company that has both suppliers and
customers, each person would be responsible for his own supplier relations and for understanding the needs
of his customers. At the same time,
each person would be both a supplier
and a customer. In addition, as a president of a company, each person would
be responsible for providing for solutions to problems and the implementation of those solutions. This approach

P

J

?;

VISION: To be competitive in the value -added area of manufacturing by
continuously upgrading and automating machines and processes.
MISSION: Boosting our attendance and participation while maintaining/
increasing quality and delivery levels will lead to the continuous improvement
of Quality (Q), Cost (C), Delivery (D), Safety (S). Morale (M), and ultimate
customer satisfaction.
Key: ) Strong Relationship • Medium Relationship ♦ Weak Relationship
BUSINESS PLAN:
WHAT: Integrate weld information into computer system
WHO: Rose, Barb, and Randy
WHEN:
Q C D S M
HOW: Jeff Dennis to teach us
• 0 ♦
0
COMMENTS: Data have been collected.
We need to know how to interpret them before we work with
STATUS: Ahead of Schedule
WHAT: Utilize Weld Monitor fully
WHO: Clay
WHEN:
HOW: Eliminate data entry by adding a
printer and connecting to system.
STATUS: Started

Q CID

•

O •

S M

v

WHAT: Rearrange department for improved productivity and
information flow
WHO: Rose and Secondary Team
7 - T I F,
WHEN:
HOW: Brainstorm with Department.
STATUS: Progressing as Expected
WHAT: Implement skill charting to recognize training needs
WHO: Rose, Barb, and Randy
WHEN:

Q C D S M
•

O

10 , 0 ,

HOW: Design simple forms for visual reference and improvement.
COMMENTS: Refer to file for breakdown and specific assignment
STATUS: None
WHAT: Identify (through Pareto) processes for improvement,
and develop plans to implement
WHO: Mike Command
F-o Tr1 I
WHEN:
HOW: Assign us Joe Gibson
AMENTS: Problem jobs are identified on Pareto
chart—we are doing one job at a time
STATUS: Progressing as Expected
•

5.

WHAT: Reorganize Shipping responsibilities for
better utilization of resources (talent)
Q C D S M
WHO: Barb. Rose
• •
10
WHEN:
HOW: Train two people from company to fill in and relieve.
COMMENTS: Janet Guiles and Julie Wilson to learn to pull certs and get SPC.

6.

Also Salt Spray.
STATUS: Ahead of Schedule
28

promotes a strategy of addressing
problems at their source and allows
employees a better opportunity to use
their experience and innovation for
better serving the final customer of the
company.

FORMATION OF
MINI - COMPANIES
nitially GRSW formed 11 mini -companies. In an attempt to create
cross - functional, self - directed units
that would enhance continuous improvement, it assigned each mini -company support people— accountants,
engineers, marketing people, toolmakers, and quality experts. After one year,
however, managers found that the support people were unable to devote sufficient time to each unit. As a result
they reduced the number to the four
units that generate throughput —Small
Metal Stamping, Four -Slide Stamping,
Spring Torsion, and Secondary. Each
mini -company was assigned a person
from accounting, engineering, marketing quality, toolmaking, shipping, and
general administration who attends
mini- company meetings. The general
manager and the plant manager each
attend the meetings of two mini -companies. This new organization has created a much flatter structure and has
improved communications.
Each mini- company has three officers who are equally responsible for
developing a vision, a mission, and a
business plan that is approved by the
president, the general manager, and
the plant manager. Figure 1 presents
the Secondary Mini - Company's vision,
mission, and business plan.
Continuous improvement directed
towards customer satisfaction is the
heart of the Secondary Mini- Company's vision and mission statement. The
letters Q C D S M represent quality,
cost, delivery,safety,and moraleand are
what Suzaki feels are central to addressing customer needs and customer satisfaction. He states:
"In other words if we can satisfy our
customers continuously with high
quality (Q) products or services, at
less cost(C), and with shorter and
more time delivery(D) than competitors, we should do well.... Also, since
all employees in the organization can
be viewed as customers from the total
company's point of view, their needs
must be satisfied. Therefore, if we add
safety(S) and morale (M) to address
employee concerns, QCDSM become
the major criteria for an organization's
success."5
MANAGEMENT ACCOUNTING/FEBRUARY 1995

Customer: XYZ Co.

Print Rev: E

Part Number: DD414 -00001 B
Wabrication • Move
• Store • Inspect

2

0

Operation Description

Date: April 19, 1993
Affected Control
Characteristics

Variation Factors

A. Mat'I thickness 1.2
B. Mat'I type CRS #2 bright
C. 24.45 dimension
D. 30 degree dimension

Material size and con dition, Setup setup
person, Running
speed and tooling.

A. 24.45 .00/ -.20
B. 30 degrees + / -1 degree

Same

HES -D- 2003 -71 Black Zinc
MFZN2 -K

Suppler Process

Raw material is received.
Accepted material is green tagged
and moved to raw material storage
area.

r

1

Prepared by: Storyboard Team

Part Description: Frame

`

f

When needed material is moved to
Pressroom department.

/I —

Set up machine and get production
ready to run.

5

First PC inspection required at setup to gain production approval.

6

In- process inspection (3pc/hr).
On items listed. Data logged into
local area network system.

7

Parts are moved to shipping in
process hold area.

8

Inspect: Accepted parts are yellow
tagged for outside process.

9

Outside Process: Finish operation.

10

Parts are moved to the Secondary
department for grommet assembly,

i.,

11

Parts are tested in -house for salt
spray requirement.

12

In-process visual inspection.

13

Inspect: Accepted parts are green
tagged and can be moved to
shipping finish goods area.

i '

Z
14

©

+

`

4

&

3

96 -hour Salt Spray
requirement
Plating quality, bent
tabs, misformed parts,
loose grommets.

Parts can be shipped to the
customer when needed.

The business plan follows the vision
and mission statements with some
very specific actions as to how the vision and mission will be accomplished.
For each action the plan delineates
who is responsible, when it is to be accomplished, and how it is to be accomplished with space left for comments.
Color coding is used to indicate the status of each action, and symbols are
used to indicate how strong, medium,
or weak the action plan's relationship
ist oQC DS M.
For example, the first action listed
MANAGEMENT ACCOUNTING /FEBRUARY 1995

in the plan is: Integrate weld information into computer system. Who: Ross,
Barb, and Randy are responsible. How:
Jeff Dennis is to teach them. This particular action has a strong relationship
to quality, a medium relationship to
both cost and morale, a weak relationship to delivery, and no relationship to
safety. The light green color indicates
that the achievement of this action is
progressing faster than originally
scheduled.
Each mini - factory prepares process
flow diagrams for each customer prod-

uct. Figure 2 represents the process
flow diagram for frame #DD41400001B for XYZ.
Step #9 indicates that an outside
process of finishing occurs. This outside process is illustrated in Figure 3.
Each employee must have a complete understanding of all processes in
his or her mini - company in order to be
able to solve problems as they arise
and be capable of offering continuous
improvement suggestions. The process flow diagrams are an essential ingredient in providing this understand29

ing and are placed at the site of each
mini- factory where each employee has
easy access. Key performance indicators for each mini- factory process have
been developed to measure quality,
cost, delivery, safety, and morale. Table 1 illustrates the key performance
indicator results for the Secondary
Mini - Company for January through
April.
The quality indicators include defective parts per million (PPM) where
200 is considered the goal. The 38,701
figure (a completed lot that was rejected) in January is marked in red to indicate that it has exceeded the limit
and has a major problem. The next
quality indicator is capability process
index (CPK) which measures the
amount of the process tolerances you
are statistically using. An acceptable
performance for the CPK is considered anything greater than 1.5. Again,
any number presented in red indicates
that an acceptable level of performance is not being achieved January
and February. While 1.37 for March is
unacceptable, it is much closer to 1.5,
and, therefore, the 1.37 is marked in
blue to indicate improvement. Once an
acceptable level of performance is

reached, the numbers are recorded in
green as is done for April. The other
quality indicators include .5% for returns and allowances and 2 for registered customer concerns. Anytime a
process fails to achieve an indicator's
predetermined performance measure
a team is formed to define and solve
the problem.
The mini - company employees
meet with their support people each
week to review the progress on Q C D
S and M and their key performance
indicators. The mini- company officers
meet on an ad hoc basis as needed;
however, they meet with what they refer to as the internal bankers (the
president, general manager, and plant
manager) once a month to review the
overall performance and make requests for additional funding for such
things as training and equipment.
Twice a year the company holds a
stakeholder's meeting for all employees where they review how the mini company is progressing toward its vision, mission, and business plan. Each
mini- company is responsible for its
presentation and is encouraged to prepare and use visual aids such as films
and slides.

Grand Rapids Spring 811& Products, in(.
Operation
w Transportation
0 Inspection
• Delay
A Storage

Customer: XYZ Co.
Part No.: DD414 -00001 B

Date: May 12. 1993
Department: Outside Process

Supplier: Control Plating Tech

Prepared by: D. Willyard

Description of Event
Parts are received at Control Plating. Parts are moved to a
rack area and are removed from the boxes and placed by
hand onto racks.
Parts hung by corner with flange facing out.
Racks are moved to plating line.
Racks are picked up with hoist and lowered into cleaning
tanks.
Parts are raised and lowered into different tanks throughout the plating process.
Parts racks are then loaded back on carts and are moved
back to the racking area where parts are removed by hand
and placed into small stacks on tables and are ready to be
packed.
Parts are placed five per layer in paper and packed into
boxes.
Boxes are placed on skids and are moved into the hold
area.

THE BLENDING OF IDEAS
he blending of quality experts'
ideas occurs in a number of
ways. Three examples will be illustrated. The first example occurs in
determining specific actions to be accomplished in the business plan. The
second deals with how employees go
about solving problems that are indicated by the "Key Performance Indicator" report. The last example illustrates how GRSW has attempted to tie
Suzaki's performance indicators to
Goldratt's accounting model and Gold ratt's model to the traditional income
statement and balance sheet.
While Kiyoshi Suzaki's mini- company concept has dominated GRSW for
the past several years, GRSW has used
many of the ideas learned from other
quality experts to implement the mini company.
For example, after writing vision
and mission statements for each mini factory, it used the "Herbie" process
that had been developed while implementing E. Goldratt's "theory of constraints" where groups of employees
identify which constraints are preventing them (in this case the mini- company) from achieving their mission and
vision. The business plan for the Secondary Mini - Company found in Figure
1 illustrates how the employees of this
particular mini - company are attempting to eliminate their constraints. The
first action recommended, "Integrate
weld information into computer,"
arose because customers were demanding some assurance as to the
pushout strength of welds and it was
impossible to accomplish the analysis
to the customer's satisfaction without
a computer.
The third action of the plan states,
"Rearrange department for improved
productivity and information flow."
The employees felt intuitively that if
they could examine these areas as a
group they could improve both productivity and information flow. The
"how" for this action — "Brainstorm
with Department " — reflects the success of the Goldratt technique with
previous quality initiatives. They intend to "brainstorm" with all of the employees. In effect, they are signaling
management that they are capable of
improving the production and information flow by using their own talent and
creativity.
Furthermore, management is more
than willing to allow them to attempt
such action. These attitudes reflect the
trust and confidence that each group
MANAGEMENTACCQUNTING /FEBRUARY 1995
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TABLE I / KEY PERFORMANCE INDICATORS

(GRSBW RoMt Card) Dept: Smon
Goal

January

February

Marcie

<200
Million

38,701

0

0

CPK

1.5
Month

.96

1.08

Returns
Allowances

5%
Month

6

0

0

.6

Customer
Concerns

2

0

3

5

0

Sales
Sales /Payroll

Increase

63,000
3.96

64,000
4.27

68,000
5.34

93,000
6.85

Finished Goods
Inventory as
% of Sales

.15

.18

> 97%
Week/
Month

97/100
100
97/99

100

100/97.4
100
100/99.4

Reported
Accidents

0

0

Outside Medical
Req'd

0

0

Housekeeping
Score

> 100

&

t

0

U

m
d

AP

1.726

$

>

PPM

z

has in the other as a result of the successful implementation of other quality
programs, in particular the Goldratt
approach. Finally, the fifth action of the
plan requires the use of Pareto analysis, a technique taught earlier while implementing the "Herbie" process.
The second example of how GRSW
has blended various quality experts'
approaches is found in the technique
used to solve problems. A story board
(Figure 4) illustrates a method for solving a specific problem that came to its
attention when returns and allowances
on Suzaki's Key Performance Indicators report was recorded at .6% (see
Table 1), indicating that a possible
problem might exist.
The mini - company uses an expanded version of Dr. W. Edwards Deming's
Cycle of Plan, Do, Check, and Act. It
first determined that the customer
with the problem was XYZ (although
the name has been changed, the facts
have not been altered). Next, the mini company defined the situation (problem) as: A. Plating, B. Loose grommets, and C. Bent tabs. Number 2,
Current Situation, explains how it
identified the source of the problems.
The team used data collection sheets
and flowcharts (Figures 2 and 3) and
visited the platers (Figure 2) where
they inspected and sorted 1,800 pieces
after the process, 1,000 pieces off the
process, and 100% after the second operation.
Finally, the team studied all of these
parts, and, from this study, it attempted
to analyze the causes that are summarized in #3. Analyze causes. It concluded that the handling at the platers and
their packaging of the parts were the
most probable causes of the bent tabs
and that the most likely source of the
loose grommets was the die not bottoming out every time. Team members
listed their recommended solutions to
these problems in #4. Try out improvement /solution. To correct the bent tab
problem they are recommending that
a #23 box be used for packaging. They
are recommending that new lubricants
be used and that a limit switch /timer
be installed on the second press to
eliminate loose grommets. As of now,
the study results listed in box #5 indicate that the bent tab problem has
been corrected but they are still finding loose grommets.
The team will continue this process
until the problem is solved and it is able
to make a presentation and celebrate
as indicated in box 08. The Deming Cycle of Plan, Do, Check, and Act is a critical part of the mini - company team's

Tardy,
Leave Early,
Absences

11

Implemented
Suggestions

11/
Month

fk

100

0
0

92

14

continuous improvement effort to
meet customers' needs.
As our final example, GRSW is integrating Suzaki's performance indicators with Goldratt's measurements and
traditional financial statements. Figure
5 illustrates how the company believes
Suzaki, Goldratt, and traditional financial statements can be integrated.
The individual performance indicators for quality, cost, delivery, safety,
and morale that are listed in Table 1 are
the central measurements used by Suzaki. Goldratt defines (T) throughput
as the rate at which the business generates money through sales; (OE) operating expenses as all the money that
the system spends in turning inventory and services into throughput; and
(I) inventory /investment as all the
money that the system invests in purchasing items and services the system
intends to sell. Net income is defined
as (T) throughput minus (OE) operating expenses; return on investment
(ROD as throughput minus operating
expenses divided by investment; pro-

ductivity of operations (income statement) as (T) throughput divided by
(OE) operating expenses; and, finally,
productivity of capital (balance sheet)
as ('T) throughput divided by(D investment.
In 1987 the GRSW employees were
taught that if throughput is increased,
or operating expenses decreased, or
investment decreased while at the
same time holding the other variables
constant, the overall "goal" of making
money would be achieved. This accounting model became more useful
and operational for employees than the
traditional accounting -based targets. It
was much easier for the plant personnel to relate what they were doing to
improve the process to the T, I, and OE
measurements. Suzaki's performance
measurements, which were introduced in 1990, became even more factory- floor specific. As a result, Suzaki's
measurements are more useful in determining what operational issues
need to be addressed for continuous
improvement.
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FIGURE 5 / THE GOAL ($)

FIGURE 4 /
Grand Rapids Spring & 1
jntinuous Improvement
Theme: XYZ Go.
(internal /customer concerns)
'Q
X

C
X

D
X

S

(Income Statement)

I
(Balance Sheet)

X

``

////
C

(plan)
1. Define the current situation/
system monthly concerns and
accumulations.
A. Plating
B. Loose grommets
C. Bent tabs
2. Current situation.
Data collection sheets
Flowcharts
Visit platers
1800 pc sort after pr
1000 pc sort off process
100% sort after 2nd operm
Do study on related parts
Analyze causes.
Platers visit pointed to handling/
packaging of parts as most
probable cause of bent tabs.
Possible cause of loose
grommets: Die not bottoming out
every time.
No new lubricants used in
process (J &F, PR).
4. Try out improvement/ solutions
Will implement use of 423 box
to eliminate shifting of parts.
Added limit switch /timer to 2nd
press.
Do
5. Study the results.
Still finding loose grommets.
Check
6. Standardization.
Act
7. Plan next improvement.
Act
8. Presentation /celebrate.
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ROI (T—OE)

M

Background /team info
Rose W
P
Barb
A � D
Gail K
Dennis W

NP (T -0E)

T

I

OE

PPM

Employee
Turnover

CPK
Returns &

Q

M

Allowances

D

6%

C

A

S

Housekeeping
Score
Number of
Implemented
Ideas

PreTax
Labor

Inventory

Net Sales

Sales

98%
on
Time

GRSW's attempt to integrate the
various models is shown in Figure 5.
If defective parts per million are reduced along with returns and allowances, throughput will be increased
and income improved. However, not all
relationships are as clear. For example,
if the number of implemented ideas is
increased they know that morale will
be higher and, as a result, operating expenses may be reduced. It is also possible that investment may be reduced
and throughput increased. The diagram displayed in Figure 5 helps employees to understand how their actions relate to the key performance
indicators used by GRSW GRSW also
believes that this approach is helping

it to maintain and strengthen its financial performance. Jim believes that
GRSW's focus should be on Q (Quality), C (Cost), D (Delivery), S (Safety),
and M (Morale) and not on the bottom
line.
RESULT: A LEARNING
ORGANIZATION
RSW successfully has blended
the quality initiatives of Dr. W.
Edwards Deming, Dr. Eliyahu
M. Goldratt, and, most recently, Kiyoshi Suzaki. As a result of its efforts to
create a quality culture, it has achieved
the reputation of being a globally competitive world -class manufacturer. By
successfully integrating key elements
of the quality philosophies noted

L ccidents
# of
Reported

Dollars
Spent

above, Jim Zawaki not only has established the foundation needed for continuous improvement and customer
satisfaction but also has transformed
GRSW into a learning organization.
In the final analysis, thi s may be
GRSW's most sustainable competitive
advantage.
■
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Excellence Teams
in Action
16

Everyone wins at DuffyTool and Stamping when employees are
empowered to improveproduct quality and job safety.
BY GEORGE F. HANKS, CMA
ow does a company increase
efficiency and quality, cut
costs, and become more responsive to customer
needs? Production -line employees often hold the answer to these key questions. That is why many companies are
empowering line personnel to improve
product quality and the production
process to meet the challenges of a
more demanding marketplace.
Employee empowerment presents
the problem of developing a strategy
for effectively evoking employee inputs and channeling them into action.
Without careful planning, the move to
a more participative organization
could result in chaos leading to lower
employee morale as well as decreased
operating efficiency and higher costs.
This was the challenge facing the
management of Duffy Tool and Stamp-

ing, Inc., when it decided to involve the
company's employees in decisions affecting their safety and production efficiency. Duffy Tool and Stamping
manufactures a wide variety of products, many of which are automotive related. The company employs approximately 300 people and operates out of
two manufacturing locations.
GETTING STARTED
he process began when Duffy's
president and two key managers attended a conference
where various employee- participation
plans and implementation strategies
were presented. Duffy's managers previously had decided that any program
adopted by the company would have to
meet two criteria. First, the plan had to
be highly structured to ensure that employee efforts stayed on the "continuous improvement target" and did not

T

degenerate into finger - pointing and
blame- assigning sessions. Second, the
plan had to allow the empowerment
process to begin slowly and to expand
as managers and employees gained
confidence and experience.
Duffy Tool chose the Excellence
Team (ET) approach and hired the
consulting firm offering the plan (see
sidebar) to assist in the implementation. Initially, one manager attended an
intensive four -day workshop to learn
more about the concepts and the mechanics of the entire process. The next
step was a three -day, on -site workshop
conducted by the consulting firm for
all Duffy Tool and Stamping managers.
The purpose of the session was to familiarize managers with the program
and to develop a handbook for the organization and operation of the teams.
The handbook, based on a model provided by the consulting firm, specifies
the program's goals and objectives, op-

The Excellence Team at Duffy Tool and Sta mping targeted as unsafe the w ooden pallets used for catwalks (I.). New catwalks (r.) were
fabricated in -house using galvanized steel.
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As each new team was added, the
consulting firm was brought in to provide a four -day training course. The
consultant also has been brought in
once or twice a year to provide leader
and facilitator training sessions for
anyone in a supervisory position who
is not yet trained. Now the company is
experimenting with shorter, intense,
in -house team training in lieu of the
four -day consultant sessions. As a result, the role of the consulting firm is
diminishing.
The teams meet on a regular basis,
usually weekly, in a room designated
exclusively for the Excellence Team
program. They use a very structured
problem - solving methodology and begin by identifying job - related problems
in their work area. While the Excellence Team program has several stated
objectives, the two that guide the probIem identification process are improving work processes and enhancing employee safety. Several topics, however,
are considered "off limits" to the
teams, including the following:
• Personalities inside or outside the
team;
• Wage and hour considerations;
• Hiring, firing, disciplinary, and promotion policies; and
• Grievances.

By reducing changeover dow ntime, a mechanical manipulator purchased for the large
press pictured here has increased efficiency and job safety.

erating procedures, and participants'
responsibilities.
A steering committee chaired by
the vice president of finance and composed of top management personnel
was organized to oversee the entire effort. The committee's specific responsibilities included selecting individuals
for the initial teams and ensuring that
company funds were available for the
program.
The next step, once managers were
committed to the effort and involved in
its development, was to measure the
readiness of plant employees for implementation. The consulting firm conducted an on -site assessment and
found that the plant's environment was
favorable for this program. The next
phase was a four -day training session
for facilitators and team leaders. The
facilitator assigned to each team (this
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person could be from any work level
outside the team's work area) provided
support to the team leader and team
members. This support included a logical and objective viewpoint that would
keep the team on target and within the
guidelines of the program. The leader
for each group was the first -line supervisor for the team's work area.

THE PROCESS
n view of management's initial intention to begin the Excellence
Team program slowly and expand
it gradually, the steering committee selected one work area and formed one
volunteer team. The pilot team and the
team leader were trained in the Excellence Team process. Then, gradually,
seven more volunteer teams were
formed.

The team develops a list of problems and categorizes them into three
groups: appropriate problems, quick success problems, and off - limits problems. A formal procedure narrows the
appropriate problems down to one major problem. Then the team evaluates
the problem's negative impacts, identifying its root causes. Next, the team
proposes solutions and selects the one
solution most feasible for each root
cause. At that point the team, in a position to design and implement trials,
makes its recommendations to management. If approved, the team implements the solution, tracks and measures the results, and reports back to
management (see Figure 1).
Problems smaller in scope than the
main -item problem but that somewhat
interfere with operational effectiveness or employee safety are classified
as quick- success items. These items
are under the teams' control, and if the
cost of the solution is within the team
leader's spending authority, usually
about $500, then management's approval is not needed. (See Table 1.) To
date, the teams have identified and corrected more than 500 quick - success
problems. Each time a team goes
MANAGEMENT ACCOUNT NGREBRUARY 1995

through the problem - solving process,
20 to 50 quick - success items are identified and corrected. The time required
for a team to go through the problem solving cycle has varied from six
months to 18 months.

TARGETED PROBLEMS AT
DUFFY TOOL
safety - related quick - success
item involved catwalks for the
stamping machines. Several
machines have catwalks, or steps, to
allow operators access to the top of a
machine when necessary. Some of the
old catwalks were wooden pallets that
had been constructed of various pieces of scrap wood. Over time these
items had become oil - soaked and
slick. The solution implemented by
the Excellence Team was to replace
the old catwalks with new ones fabricated in -house from galvanized steel
grating. The cost was minimal, but the
benefit in increased employee safety
was immeasurable. This same team
implemented 32 quick- success projects with an estimated savings of
$52,262 per year.

MANAGEMENTACCOUNTING /FEBRUARY 1995

THE CONSULTING FIRM
he consulting firm used by Duffy Tool and Stamping in planning and implementing the Excellence Team program was Price Gibson and Associates
(PG & A). According to the president and founder, Price Gibson, the company's focus is on consulting with CEOs on organizational renewal. In addition
to the team problem - solving process used at Duffy Tool and Stamping, PG & A
offers assistance in other areas such as management development, statistical process control, and supplier quality assurance. Price Gibson and Associates can be
reached at P.O. Box 505, Hudson, OH, 44236 or by calling 800-860 -0084.
Another quick- success item improved operational efficiency. On two
presses in one department, completed
parts come down a chute and fall into
a parts tub. Press operators had to stop
production whenever a stock person
removed a full tub and replaced it with
an empty one. The team solved the
problem by fabricating dual chutes
that allowed two tubs to be in place at
the same time. Now as parts come off
the press, they are routed into a tub using one branch of the chute. When that
tub becomes full, the parts are sent into the empty tub using the second
branch of the chute, allowing the full

tub to be replaced with no machine
downtime. The annual savings estimated for this solution was $14,300 per
year. This team completed a total of 22
such items for an estimated total savings of $45,059 per year.
A main -item project was purchasing
a mechanical manipulator for handling
heavy die inserts for a large press. Prior to the acquisition of the "robot," the
inserts were placed manually. This process was time- consuming and difficult
for employees. By reducing changeover downtime the mechanical manipulator has increased efficiency and job
safety and comfort.
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Operators los e time when platten
press is not ready to run.
hang up on holes and cracks in

Filled in holes and cracks.

Operators lose time getting gloves
and aprons.

Stocked gloves in valve plate area

® perators trip on m ats at platten
plate.

Bought new mats.

Operators lose time when drill, chamfer, reed drill, and taps break.

Trained operators to change ow n
tooling.

ling being received without notice

Put information board at crib

Water hoses lying around department

Installed retractable water hose reels.

Difficulty in seeing die on press #88.

Installed magnetic light bar.

Compound splashes on light curtains
shutting off presses.

Installed plastic splash guards.

se tim e inves tigating prior shift

Operators lose production time when
waiting for stock person to change
parts tubson presses.

BENEFITS OF THE PROGRAM
he Excellence Team program
has made a significant impact at
Duffy Tool and Stamping that
has resulted in important financial savings. During the six -year period from
1988 to 1993, sales decreased for the
first three years, then increased at an
average rate of approximately 14%
over the next three years. During that
same six -year period, pre-tax profits
increased significantly every year,
even those years when sales revenues
went down. Managers are convinced
that the Excellence Team program
made an important contribution toward the cost reductions and resulting
profits.
The company's budgeting process
also has improved because the major
problems that the teams tackle usually
dovetail into the capital budgeting program. Because the management
group and the steering committee are
closely involved with the Excellence
Team projects, the formal capital budgeting efforts can avoid the areas addressed by the teams.
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Made third shift heat treat operators
responsible for turning platten press
on.

Installed information boards at
press.
Installed movable parts chutes so two
tubs can be in place at once.

Savings realized and costs to implement solutions must be documented
carefully by the team. Consequently,
management has not rejected or modified any of the 17 Excellence Team
projects completed thus far.
The benefits of the program, however, are not only financial in nature.
The program also improves employee
morale. Employees provide actual input into their day - to-day activities and
maintain a degree of control over their
work environment The quick- success
items are probably the most important
in this regard because they keep the
employees involved on an ongoing basis. They also allow the workers to remove many of the small, daily irritants
from their workplace that often are too
minor for line managers to address.
This effort results in many changes
that, cumulatively, make the production floor a safer and more pleasant
place to work.
An important overall impact of the
Excellence Team program at Duffy
Tool and Stamping has been the development of personal and interpersonal
skills of the team members. The pro-

cess of learning a well- defined problem- solving process and applying it
within a group of co-workers has instilled an increased sense of competence and cooperation among participants. Line managers, who serve as
team leaders, have gained experience
in conducting meetings and keeping
their groups focused on the problems.
All team members participate in the
formal presentation of their project to
management, and for many this is
their first encounter with public speaking. The company's management
team considers the development of
these skills important for its production managers. Furthermore, the process provides opportunities to identify
employees with the interpersonal
skills that management seeks in potential line managers.
The Excellence Team program provides vivid evidence that production
employees are intent on improving the
manufacturing process and the safety
of the work environment. Managers
have seen that, given the opportunity,
line employees can and will do their
best to make the company more competitive. At the same time, production
workers know that management has
given them the power to influence
their daily workplace and improve the
company's effectiveness. This process
results in mutual trust
Can the Excellence Team process
work for your company? Because the
Excellence Teams simply are applying
a problem - solving methodology, it
should apply to any size or type of
company. The chances for success,
however, probably are best in companies that have a reasonably good
working relationship between management and line employees. At Duffy
Tool and Stamping, there was a history of trust within the company that allowed the program to take root and
grow through the difficult beginning
stages. Perhaps the more critical factor for successful implementation is
top management's support. If the program is initiated and endorsed strongly by top management, the prospects
for success are great, and the rewards,
financial and nonfinancial, are likely to
be far - reaching.
■
George F. Hanks, CMA, CPA, DBA, is
professor ofaccounting at Ball State
University in Muncie, Ind. He is a member ofthe North Central Indiana Chapter, through which this article was submitted, and can be reached at (317)
285 -5108.
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PROCRAM SAN ANTONIO, T%
"Building Bridges...
Mahe the Connections"

Donald T. Hughes, CMA
Program Chairman

Russell F. Briner, CMA, CPA
Operations Chairman

9:30 - 10:30AM

SUNDAY, JUNE 18, 1995
__ ._ ... _......... _...
....................... ..........I.....................
80) - 12:00 PM
IMA National Board of Directors
Meeting

GENERAL SESSIONS
1:45 - 2:45 PM

Developing a Winning Investment
Strategy
Jonathan D. Pond, CPA
President, Financial Planning
Information, Inc.

2:45 - 3:00 PM

Break

3:00 - 4:30 PM

Mid -Year Assessment &
Economic Outlook
Jeanette A. Garretty
Vice President & Senior Economist,
Bank of America

5 :30 - I I:00PM

10:30 - 10:45AM

Break

10:45 - 12:15PM

Annual Meeting

12:15 - 1:15 PM

Lunch Break

1:30 - 2:30 PM

A Senior Executive discusses the
Importance of Management Accounting
in Industry
Thomas H. Cruikshank
CEO & Chairman of the Board,
Halliburton Co.

2 :30 - 2 :40 PM

Break

CONCURRENT SESSIONS

Family Event:
Fiesta Texas Theme Park (Includes dinner)

2:40 - 4:30 PM

Three -Part Course:
Managing Cross Functional Teams,
Part I
Kenneth P. Prager, CMC
Riverton Management Consulting Group

2:40 - 4:30 PM

M-1: Ethics Series - Part I
The Ethics of Environmental (Green)
Accounting
Amy A Ripepi, CPA
Partner, Arthur Andersen & Co.
Lois Etherington, CCMA
Professor, Simon Fraser University
Martin Freedman
Professor, Binghamton University, SUNY

2:40 - 4:30 PM

M-2: Cracking the Glass Ceiling
Mary Mattis
Vice President, Catalyst

5:00 - 7:30 PM

National Officers' and SCMS Receptions

7:30 - 12:OOAM

SCMS Dinner Dance

MO N DA Y , J UN E 1 9 , 1 99 5
7:00 - 8:30 AM

[ CMA Breakfast

7:00 - 8:30 AM

Meeting with continental breakfast- A Global Perspective on
Tax & Trade Issues
Honorable Hal Daub
Former Principal, Deloitte & Touche
Member United States House of
Representatives

7:30 - 8:30 AM

Registration and continental breakfast

8:30 - 8:40 AM

Opening Remarks

GENERAL SESSIONS
8:40 - 9:30 AM

Leadership: The Art of Looking
Backwards from Tomorrow
Edward D. Barlow, Jr.
President, Creating the Future, Inc.

Bridging the Service Quality Gap
Roger J. Dow
Vice President, Marriott Corp.

TECHNICAL PROGRAM QUALIFIES FOR UP TO 24 HOURS OF CPE CREDIT
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HOTEL RESERVATION FORM
INSTITUTE OF MANAGEMENT ACCOUNTANTS ANNUAL CONFERENCE

MARRIOTT RIVERCENTER HOTEL, SAN ANTONIO, TEXAS
J U N E 18 - 21, 1 9 9 5
pdere a fiebt7rtation requested and mail or fax to:
. Marriott Rivercenter Hotel
101 Bowie Street, San Antonio. TX 78205
before May 17, 1995.
L 1-11T D

guaranteed by supplying major credit card information
on this form or by sending one night's deposit directly
to the hotel after confirmation is received from the hotel.
ALL _ CHANGES AND CANCELLATIONS
■ should be made direc tly with the hote l in writing.
The phone numbe r for the hote l is:

Fax: ( 210) 554 -6248

Of your reservation

(210) 223 -1000
This number should be used only for last - minute
changes or cancellations.

will be sent by the hotel.
n I'N, i on arrival date unless

Rooms are held until
1

•I

tions ma y be

ACCOMMODATIONS

ALL RESERVATIONS MUST BE ACCOMPANIED
BY A DEPOSIT OR AN ACCEPTED CREDIT CARD
NUMBER AND SIGNATURE.

RATES

(All rooms except suites)

Single(s) I person
Double(s) 2 persons - 1 bed

$119
$119
$119

Double(s) 2 persons - 2 beds

CHILDREN UNDER AGE 18 FREE WHEN SHARING
ROOM WITH A PARENT.
CHECK -IN TIME: 3:00 PM
CHECK -OUT TIME: NOON

Additional person: Add $15.00

Name of occupants (bracket names sharing room):

Suites available upon request. Please contact Hotel at:
(210)223 -1000

Room Tax: Rates are subject to the State and City taxes at
time of check -in. Currently, these taxes are:
• 9% City Tax

Person to whom confirmation should be m ailed:
(please type or print)

• 6% State Tax

Name

INDICATE TYPE OF ROOM REQUESTED:
Single

Dou ble

Company

Suite

Rollaway n eed ed?

Ye s

No

Address

Smoking'?

Ye s

No

City

Arrival date

/

/ _

Departure Date _

/_

Guaranteed to:
Am erican Exp ress

Phone Number (

Tim e
Yes

Guaranteed Late arrival:

No

Zip

)

COMPLETE AND MAIL FORM TO:

/ _

ATTN: Ms. Betsy Baker
Group Reservations Coordinator
Disco ver

Din e rs

VI SA

MasterCard

Marriott Rivercenter Hotel
101 Bowie Street
San Antonio. TX 78205

Card num ber
Expiration date:

State

a
v

/

Signature
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If. due to a disability, you have any special needs. accommodations or tequitr
ments, please let us know in the space provided and we will do our best to
accommodate your needs.

1995 IMA ANNUAL CONFERENCE
• New Braunfels Tour (Tuesday)
- Humel Museum
- Grist Mill — Lunch
- Shop in Gruene, Tex.
- Bus through New Braunfels

ALL - EVENTS PACKAGE FOR MEMBERS,
NONMEMBERS, STUDENTS, ELAS AND

ELMS INCLUDES:
• General Session (Sunday PM)
• Family Event (Sunday Evening):
Fiesta Texas Theme Park (Includes Dinner)
• General Session and Annual Meeting (Monday AM)
• Concurrent Sessions (Monday PM)
• National Officers' Reception (Monday Evening)
• General Session (Tuesday AM)
• Awards Recognition Luncheon (Tuesday)
• Concurrent Sessions (Tuesday PM)
• General Session (Wednesday AM)
• Concurrent Sessions (Wednesday PM)
• Annual Dinner (Wednesday Evening)

• Mil Colores Tour (Wednesday)
- McNay Art Museum
- Lunch at Los Patios
- Shop at Los Patios
- Witte Museum

ALL-EVENTS PACKAGE FOR TEENS
(12 YEARS AND OLDER) INCLUDES:
• Family Event (Sunday Evening):
Fiesta Texas Theme Park (Includes Dinner)
• Schlitterbahn (Monday)
• Bowling, Ice Skating (Tuesday)
• Sea World ( Wednesday. Includes Dinner)

ALL - EVENTS PACKAGE FOR SPOUSES
INCLUDES:
• Family Event (Sunday Evening):
Fiesta Texas Theme Park (Includes Dinner)
• Welcome to San Antonio Tour (Monday)
Visit the Alamo
Bus down Mission Trail
- Tour San Jose Mission
• Institute of Texan Cultures — Lunch (Monday)
• Institute of Texan Cultures — Tour (Monday)
• Welcome to San Antonio Tour (Monday)
- Steve's Homestead
- Shop at El Mercado

ALL - EVENTS PACKAGE FOR PRE -TEENS
(6 -11 YEARS) INCLUDES:
• Family Event (Sunday Evening):
Fiesta Texas Theme Park (Includes Dinner)
• Splashtown (Monday)
• Pear Apple Country Fair (Tuesday)
• Sea World (Wednesday, Includes Dinner)

West. Plus just about every country in the Old World (just to keep
things interesting).
We're also inclined to celebrate any and all of our roots with a festival whenever the mood strikes us. So consider yourself invited to
revel in it with us. Whatever you do, don't try to analyze the spell that
San Antonio will cast over you. After all, trying to explain real, true
magic is like trying to explain love. And you know how successful
poets, philosophers and scientists have been with that.
So just come. Enjoy this improbable, elusive city that shouldn't
really exist. But somehow does.

SAN ANTONIO -

SOMETHING TO REMEMBERS`

_. .. _ .. _ ..... ...

o

The 1995-Conference Cup, the thirteenth in

. . . .....

IMA' s exclusive commemorative series, will
become a treasured collectible.

Members and spouses who purchase an All- Events Package will
receive a cup. A claim check will be included in your registration envelope, and the cup will be given to you in San Antonio in
exchange for the check.

REGISTER TODAY!

.

O

n

San Antonio. It's really
something to remember.
Not just because o f the
Alamo but because of one
simple thing: As other
cities seem to grow more
alike, we remain true to our
own unique character.
In short, this place is
$ AN A N T 0
not like other places.
M A Q ,ME C O N N t I l I D N S
Because while we look like
a city, we don't feel like one. We're full of playful paradoxes. And
provocative contrasts. For instance, we're the tenth largest city in the
United States. So we're cosmopolitan and progressive. But our people
are as warm and welcoming as the climate. Our pace is relaxed; our attitude is casual. Yet we have so many family attractions and outdoor
sports activities that you could lose sleep trying to fit them all in. We're
gracious and historic and hopelessly romantic. However, we were also
born to party (or to fiesta — if you prefer).
You can't even pin us down on where we came from because we're
not just one culture — but a blend of many. We're Old South and Wild

SOUTHWEST AIRLINES,in-c operation with the Institute of

CONT INENTAL AIRLINES

is proud to announce the Institute of
Conference in an AWonio,
une 15 - 21,
1995. D
lass, 4,M Coach Class,
590 n f owest applicable=fare.
To book your reservations, call our Meeting Works toll free, at 1,. -468-7022,
M -F, 7:30am - 8:00pm or Sat. & Sun. 8:00am - 6:00pm central time and refer to
the Ref.#NHE11.

Management Accountants, is offering attendo to the Institute of Management
Accountants 76th Annual Conference a discount on bt,th Southwest's low everyday unrestricted tares and^'Southwest's even lower restricted fares for travel on
Southwest Airlines.
To take ad\antage of these discounts, resern alions must be made by phoning
Southwest Airlines Group Desk at 1 -8M) -433 -5368, WF,8:00am - 5:00pm. Call
no later than June 5, 1905. and refer toy identifier code IT02.

ManageV0191 Accoun •
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James J. Leisenring, CPA
Board Member — Financial Accounting
Standards Board
John E. Stewart, CPA
Partner, Arthur Andersen & Co.
Peter E. Jokiel, Senior Vice President
& CFO, CNA Insurance

TUE SD AY, J U NE 20 , 19 95
7:00 - 8:30 AM

Meeting with continental breakfast- Building Win -Win Relationships
Paul Preston
Professor, University of Texas, San Antonio

7:00 - 8:30 AM

Meeting with continental breakfast-Business & Education Interactions:
Cultural Differences; Student Internship
Keith A. Russell, CMA
Professor, Southeast Missouri State University
David A. Kunz, CMA
Professor, Southeast Missouri State University
Lauren N. Ming
Manager, Administration & Systems,
Monsanto Company

7:30 - 8:30 AM

WE DNE S DAY, J UNE 2 1 , 1 9 9 5

Registration and continental breakfast

"Learning to Learn"
Katherine Schipper
Professor, University of Chicago
President- elect, American Accounting Association

9:45 - 10:15AM

Break

10:15 - 11:30AM

11:45 - 1:45 PM

Meeting with continental breakfast..
Federal Tax Policies: A View From
Capitol Hill
Gillian M. Spooner, CPA
National Tax Partner,
KPMG Peat Marwick

7:30 - 8:30 AM

Registration and continental breakfast

GENERAL SESSIONS

GENERAL SESSIONS
8:45 - 9:45 AM

7:00 - 8:15 AM

Two Views of the Future —
The Changing Environment for
Management Accountants
Bernard J. Milano
Partner -in- Charge, Recruiting and
Personnel Administration
KPMG Peat Marwick
Eileen Whelley
Manager, Financial Leadership
Development & Human Resources
GE Corp.

8:30 - 9:45 AM

Beyond Reengineering —
The Triumph of Trust
John O. Whitney
Professor, The Deming Center at
Columbia Business School

9:45 - 10:15AM

Break

10:15 - 11:30 AM

Leadership for the New Millennium
Howard E. Hyden, President
Hyden, Hyden & Associates

11:30 - 1:00 PM

Lunch Break

CONCURRENT SESSIONS
1:15 - 3:30 PM

Three -Part Course:
Managing Cross Functional Teams,
Part 111
Kenneth A Prager, CMC
Riverton Management Consulting Group

1:15 - 3:30 PM

W -1: Ethics Series —Part III
Ethical Leadership at Tenneco, Inc.
Edgar J. Milan
Vice President, Tenneco, Inc.
Larry A. Ponemon, CMA, CPA
Professor, Binghamton University, SUNY

1:15 - 3:30 PM

W -2: Changing Business Demands
Require New Skills —
Are the New Accountants Ready?
C.S. "Bud" Kulesza, CMA
Vice President, ITT Automotive, Inc.
Steven R. Berlin, CPA
Senior Vice President, Finance &
Administration, and CFO
CITCO Petroleum Corporation
Keith A. Russell, CMA
Professor, Southeast Missouri State University
John A. Belli
Partner, Ernst & Young

6:30 - 9:15 PM

Annual Dinner
(Formal attire optional)

Awards Luncheon

CONCURRENT SESSIONS
2:00 - 4:15 PM

Three -Part Course:
Managing Cross Functional Teams,
Part II
Kenneth P. Prager, CMC
Riverton Management Consulting Group

2:00 - 4:15 PM

T-1: Ethics Series — Part II
Ethical Issues for Management
Accountants
Mark E. Haskins
Associate Professor, Business
Administration, University of Virginia
Corine Norgaard
Professor, Binghamton University
William T. McDermott, CMA, CPA
Partner, Ernst & Young

2:00 - 4:15 PM

T -2: Financial Reporting Update
William J. Ihlanfeldt, CPA
Former Assistant Controller —Shell Oil Co.
and President -elect of IMA
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ALL - EVENTS PACKAGE
FOR TEENS
(12 YEARS AND OLDER)

SPECIAL-:, ,
EVENTS

Monday, June 19
Schlitterbahn —�The�largest�waterpark�in�Texas!�This�65�-acre�resort�and
waterpark complex features more than 30 rides and family
activities in five theme areas: 9 tube chutes, 17
water slides, the Boogie Bahn surfing ride, a family wave pool,
5 swimming pools, 5 hot tubs,
5 kiddie parks, water and sand
I'
1
vo lleyball courts, gift
shops, 2 restaurants and
1

ALL - EVENTS PACKAGE
FOR SPOUSES
Monday, Ju ne 19
National Officers' Reception —�Meet�IMA's�National�Officers�on�the
"Streets of San Antonio" while sampling a fine selection of wine and
cheese from 5:00 PM - 7:30 PM.

20 re fres hment ce nters.
T he pa rk's rive rfront

We lc ome to San Antonio T our —From early morning until late at
night, Market Square is alive with activity. Early in the day, area fanners
begin selling their produce direct to the consumer in Farmers Market.
Later, visitors browse through the 33 specialty shops at El Mercado - a
unique shopping area patterned after an authentic Mexican market. Visit
Steve's Homestead.

t
t

location, coupled with its
unique mix of attractions,
make Schlitterbahn a fami-

New Braunfels, Texas

ly recreation exp erienc e that
canno t b e d uplic ated anywhere in
the world .

Tuesday, June 20

Tuesday, June 20

New�Braunfels�Tour�—�Humel�Museum,�Grist�Mill�for�lunch.�Shop�in
Gruene, bus through New Braunfels.

Enjoy a Day of Fun - Either bowling or ice skating.

Wednesday, June 21

Wednesday, June 21
Mil Colores Tour —McNay Art Museum —See the works of major
French Impressionists and pieces from many periods and places in the
New�and�Old�Worlds�all�framed�within�a�gracious�mansion�—�a�work�of
art in itself; Witte Museum —A natural history museum with entertaining�collections�—�many�of�which�are�"hands�-on"�that�children�will�enjoy.
It also hosts frequent touring exhibitions. Be sure to see Dinosaurs:
Vanished Texans and the exhibit on the Texas' pre - historic Indian culture. Lunch and shopping at Los Patios.

SPECIAL
FAM I LY
EVENT

`

p

' d.
ofTaxaB

Monday, June 19
Splashtown —�This�15�-acre�waterpark�is�overflowing�with�exciting
water rides and refreshing ways to cool off. Giant water slides, wave
slides, wave pools, a tubing river and lots of other splashy things to do
make this an enjoyable place for real fun in the sun.

11

11

Tuesday, June 20
Pe ar Apple Country Fair
— If you're game for fun, try
this 15 -acre amus e me nt
center. Yo u'll enjo y the
family�atmosphere�—�along
with the giant balloon fenis
wheel, bumper cars, arcade
games, go -carts, miniature
golf and more. The whole
place has a tum-of- the -century a mbie nc e , like old
fashioned county
fairs.

A

A. . .

4 ,
(� h

o

ALL - EVENTS PACKAGE
FOR PRE -TEENS
(6 -11 YEARS)

Sunday, June 18
Fiesta T exas The me Park
— This music and entertainment theme park is fun for
all ages. There are live musical productions saluting the
heritage of Texas. Plus mild to -wild rides, a waterpark,
cafes and shops in 4 theme
areas —Mexican, German,
Texas '20s Boomtown, and
'50s Rock -n -Roll.

l

Sea�World�—�The�la rgest�marine�life
theme park with more than 25 spectacular shows, educational exhibits, water
rides and family attractions. Be sure to
se e Shamu the killer wha le pe rform
along with
pe nguins
walruses.
d other
denizens, of
the deep.sea � � � � j l tr j> ] o
Iions, an

,_
~'---

Wednesday, June 21
Sea World — Please see complete description above.

uttde r a ge 12,c a nnot be a c commoda te d on the s pous e s ' tours . Pa re nts who wis h to a c c ompa ny their c hildre n are invite d to

_. for the Pre -Teens Program (ages 6-11 ). You may wish to contact the hotel regarding babysitiing services.

C HAPT ER
NAME

C OMP ANY
NAME

(17)

_ @

After 5/1
Tim! 5/1
$295 _ 3 3 4 0

(10)

(27) # _ @ $ 1 5 0 _ $ 1 7 3 —

I f l a b e l is i n c o r r e c t o r m i s s in g , p l e a s e p r i n t t h e f o l lo w i n g :

(8 8) # _ @ No C h a rg e

Monday Breakfast
Meeting - Daub

(8 9) # _ @ N o C ha rg e

Tuesday Breakfast
Meeting - Preston

(9 0) # _ @ No C ha rg e

Tuesday Breakfast
Meeting - Russell

(9 1) # _ @ N o C ha rg e

Wednesday Breakfast
Meeting - Spooner

Non-Tour Spouse"

$200 _ $ 2 3 0 _ P r o g r a m for Teens
12 years & older
_ @ $ 2 0 0 _ $ 2 3 0 _ P r o g r a m for
Pre -Teens
6 -11 years

#

(40)

NA M E

ICMA Continental
Breakfast Meeting
(Open to CMAs,
CMA candidates,
and other interested
members.)

_@ $595 _ $6 85 _ M emb er

(20) # _ @ $ 2 7 5 _ $ 3 1 6 _ S p o u s e

R E G I S T R A T I O N

(7 7) # _ @ No C h a rg e
Emeritus Life Associate
Emeritus Life
Member

&

(99)
(9 8 )
(9 7 )

_

C MA
C PA
C IA

#

P e e l l a b e l f r o m o r ig in a l m a il in g la b e l a n d a f f ix h e r e .

A c ount is needed for room setup.)

(alirate
Amount

Office Numberof Iadlcale
Code Participants Amount

#

de s igna tio n( s ) :

(P leas e b e sure to ind ic ate attendance b elow.

ALL EVENTS PACKAGE

Cir c le p r o f es s io n a l

MAI LI NG AD DR E S S
(50)

#

(12) # _ @ $ 1 0 0
C IT Y, S T AT E , ZIP C O DE

_@ $795

_$115 _ S tud ent

SIN G LE D AY (Circle all that ap p ly)

_$915 _Nonmemb er

(3 1)
(32)

FIR S T NAME O R NICKNAME AS DES IR ED O N BADG E
ANN UAL D INN ER ON LY
(14)
CHILD' S FIR S T NAME(S ) O R NIC KNAME(S) AS DESIR ED O N BADG E(S ) IF R EG IS TER ED

S O C IAL S E C U R IT Y N UMB ER
Social s ecurity number is req uired if you want IMA to maintain a computerized reco rd of your
continuing education credits for this annual co nference.
P erso nal C hec k

C o mp any C hec k

C HAR G E T O MY:

A m e r ic a n E x p r e s s

V IS A

(25)

#

SP O US E' S F IRS T NAME O R NIC KNAME AS DESIR ED O N BADG E (IF R EG IS T ERED)

_@ $45

$45 _ Me mb er

_@ $45

$4 5 _ S p o u s e

_@ $250

$290 _ M e m b e r / T u e s d a y

_@ $250

$290 _ M e m b e r / W e d n e s d a y

$45

_

MANAG ING C R O S S F UNC T IO NAL T EAMS
(3-Part Co urse)

Mas terC ard
# _@ $25

$25

_

C ard Numb er

#340 _ N o n m e m b e r /
Wednesday

#

REFUND POLICY
Full refunds will be made on cancellatio ns received by May
31. 1995. Registrations canc elled after May 31. 1995. are
subject to a cancellation charge of $100. No refunds will be
mad e o n c an c e lla tio n s re c e ive d af te r Ju ne 13, 1995.
Cancellations must be confirmed in writing. You may substitute another individual prior to the conference. Simply notify
1MA registrar of the change.
*F or a de sc riptio n of s pe cial ca te go ries a nd c ours es ,

........................____ ...
I n s t it u t e o f M a n ag e m e n t A c c o u n t a n t s I n c

MAIL OR FAX
T H I S FORMAN D

REMITTANCE IN
R eg is tr at io n ac c e p te d o n ly if ac c o mp a nied b y p a ym en t.
Ma ke c h ec k p ay a b le t o : IN S T I T U T E O F M A NA G E M EN T A C C O UN T A N T S , I NC .

_@ $295

U. S . F U NDS T O:

'

Ex p ira tio n D at e

_ @ $ 2 9 5 _ $ 3 4 0 _ N o n m e m b e r/ T u e s d a y

see reverse side.
_._.

A n n u a l C o n f e r e n c e R e g is t r a t io n
'

Requ ired fa r all c red it c ard s :

_ @ $ 2 9 5 _ $ 3 4 0 _ No nmemb e r/ Mo nd ay

T O T AL R E MI T T AN C E EN C L O S ED

FAMII Y EVEN T ONLY
(1 5 ) # _ @ $ 4 5

(33)

#

(23)

$2 6 5 _ S p o u s e

#

_@ $230

#

#

_@ $530 _ $ 6 1 0 _ M e m b e r

- Includes all events except Dinner

ENC L O S ED IS :

(22)

$290 _ M emb er/ Mo nd ay

,

(28)

#

(16)

#

m

M IN IM UM P UR C HAS E "

#

(2 1) # _ @ S 250
T EL EP HO NE N UM BE R W HE R E Y O U M AY BE R E AC HE D DU R IN G T H E DA Y
P lea s e c hec k if ap p lic ab le:
m em b e r is m a kin g a n ad d r es s c o r re c t io n .
a n o nm e mb e r — p le as e s e nd me me m b e r s hip in fo r ma t io n .

$

IMA MEM BER NO.

1 0 P a r a g o n D r iv e
Mo n t v a le , N J 07645 -1760

Fax: 201- 573 -8185

I MP O R T A N T R E G I S T R A T I O N I N F O R MA T I O N
C NCURRENT
O
For each day, please check the concurrent sessions you plan to attend. Retain a duplicate as your registration record.
(DA[PORTANT: PLEASE DO NOT CHECK ANY CONCURRENT SESSIONS IF YOU HAVE REGISTERED FOR
THE MANAGING CROSS FUNCTIONAL TEAMS 3 -DAY COURSE.)

MONDAY, JUNE 19,1995

WEDNESDAY, JUNE 21,1995

2:40 - 4:30 PM
❑ ❑M❑-1:❑Ethics❑Series❑—❑Part❑I
The Ethics of Environmental (Green) Accounting

1:15 -3:30 PM
❑ ❑W❑-1:❑Ethics❑Series❑—❑Par[❑III
Ethical Leadership at Tenneco, Inc.

❑ ❑M❑-2:❑Cracking❑the❑Glass❑Ceiling

❑ ❑W❑-2:❑Changing❑Business❑Demands❑Require❑New❑Skills❑—
Are the New Accountants Ready?

TUESDAY, JUNE 20, 1995
2:00 - 4:15 PM

MONDAY - WEDNESDAY, JUNE 18 - 21, 1995

❑ ❑T❑-1:❑Ethics❑Series❑—❑Part❑II
Ethical Issues for Management Accountants

❑ ❑Managing❑Cross❑Functional❑Teams❑—❑3❑-part❑Course

(SEE SCHEDULE FOR TIMES)

($25 additional)

❑ ❑T❑-2:❑Finan cial❑Repo rtin g❑Up date

-1�

4.

4.

SPECIAL 1995 REGISTRATION CATEGORIES
Here is an overview of five sp ecial registratio n categories.
To register, please refer to the Conference Registration Form.

EMERITUS LIFE ASSOCIATES AND EMERITUS
LIFE MEMBERS

MANAGING CROSS FUNCTIONAL TEAMS

In recognition of your many years of dedicated service to IMA,
you are invited to attend this year's Annual Conference at half the
regular cost! The All- Events Package is yours for only $295.
Please check the Emeritus Life Associate or Emeritus Life
Member categories on your Registration Form. These special
packages are a token of IMA's appreciation for your many contributions. We look forward to seeing you in San Antonio!

In lieu of Concurrent Sessions, you may choose to attend a three day technical course titled Managing Cross Functional Teams. It
will be offered on Monday from 2:40 - 4:30 pm; Tuesday from
2:00 - 4:15 pm; and Wednesday from 1:15 - 3:30 pm. Participants
will earn 7 CPE hours. Interested persons will be required to register for an All- Events package or a Minimum Purchase package to
be eligible to attend th is co urse. An additional fee of $25 is
required for course materials. Make sure to check the appropriate
box above.

NASBA
CPE SPONSOR
INFORMATION

CPE

Registered with the National Association
of State Boards of Accountancy as a
sponsor of continuing professional education on the National Registry of CPE
Sponsors. State boards of accountancy have final authority on the
acceptance of individual courses. Complaints regarding registered
sponsors may be addressed to NASBA, 380 Lexington Avenue,
New York, NY 10168 -0002, 212 -490 -3868. IMA is registered
with the North Carolina State Board of CPA Examiners as a sponsor of continuing professional education. Complaints or comments regarding registered sponsors may be addressed to the
North Carolina State Board of CPA Examiners, P.O. Box 12827,
Raleigh, NC 27605 -2827. IMA Sponsor Numbers: Arizona 275;
Delaware CS93, Florida 1 -229; Illinois 158- 000574; Indiana
CE92000121; Maryland 265; New Jersey 313; New York B90 -23;
North Carolina 82 -0158; Pennsylvania PX- 437 -L; Texas 28,
Washington 00319; and NASBA 90- 00005 -96.

NONTOUR SPOUSE PACKAGE
Spouses who wish to attend only the National Officers' reception,
the Family Event and the Annual Dinner may choose the reduced
rate option. This package does not include use of the hospitality
area, lunches or tours.

SINGLE -DAY REGISTRATION OPTION
If you are unable to attend the Conference but would like to attend
one day, take advantage of the Single -Day Registration option.
This❑option❑—❑available❑on❑Monday,❑Tuesday,❑or❑Wednesday❑—
includes attendance at the technical session, a participant's manual
and an opportunity to earn up to 8 CPE hours. Just circle the day
you can atten d u n d er th e "Sin gle -Day " catego ry o n th e
Registration Form. And don't forget to complete the Concurrent
Session choices.

STUDENT PACKAGE
A special rate of $100.00 is available to all students, whether
registering for the entire program or a single day.
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How Manufacturers
Price Products
Companies continue to practice full -cost pricing, but there is a shift
toward target costing.
BY EUNSUP SHIM, CMA, AND
EPHRAIMF, SUDIT

Certificate of Merit, 1993 -94

turn, product pricing could be reduced
by using activity-based costing
(ABC).'
The use of costing information for
pricing decisions has generated considerable debate over the years among
economists, accounting researchers,
and practitioners. Economists argue
that, in order to maximize profits, prices should be set at the level of production where marginal cost intersects
marginal revenue. In other words, pricing is based on marginal cost and marginal revenue; fixed charges for associated services are not used. The
"profit maximization model" advocates
the use of variable-cost pricing.
G & A drew on Herbert Simon's
"satisficing" model, which states that
the primary objective for companies is
to seek a satisfactory return, as opposed to the "profit maximization"
model. The "satisficing" model leads
companies to use full -cost pricing and
provides a possible rationale for the
prevalent use of this method. Practitioners cite savings in gathering cost information as well as its simplicity.

n 1983, V. Govindarajan and RN.
Anthony (G & A) surveyed Fortune 1,000 companies, finding
that most large companies price
their products based on full cost rather
than variable cost.' Full-cost pricing is
based on variable costs plus allocated
fixed costs.
In 1993, Eunsup Shim conducted a
similar survey of pricing practices in
U.S. manufacturing companies.2
These results are compared with the
1983 survey by G & A and are used to
assess the relationship between ABC
implementation by U.S. manufacturers
and their pricing practices. In addition,
the rationale for choosing certain product pricing methods is discussed.
Why are pricing practices important? In a new manufacturing environment, managers are faced with global
competition and increased productivity. Companies have become customer
driven, focusing on delivering quality products
at competitive prices. In
many areas of manufacturing, domestic and foreign competition demand
well - defined
pricing strategies. Comprehensive product -cost
systems should provide
increased accuracy for
managerial decisions
concerning new products, pricing, and discontinuing and /or reengineering
existing
products.3 Some evidence suggests that the
distortion in reported
Authors Sudit (I.) and Shim.
product costs and, in
MANAGEMENT ACCOUNTING /FEBRUARY 1995

1993 PRICING PRACTICES
n the Shim survey, data were gathered across U.S. industries garnering 141 usable responses, a response rate of 23.5%. The majority of
the respondents (81.5%) were in top
management including controllers,
vice presidents, general managers, or
chief financial officers. Most of the responding companies (91%) were in the
multi - products environment, averaging 75 products. The reported high
product diversification is a phenomenon consistent with companies being
more flexible in response to the new
manufacturing environment.
The survey showed that full -cost
pricing dominated pricing practices
(69.596), with slightly more than 10%
(12.1%) of the respondents using a variable -cost method (see Table 1). Full cost pricing determines the selling
prices based on full cost plus a certain
percentage of profit. The full -cost pricing method is further broken into "percentage of manufacturing costs" and
"percentage of all costs." Of the 98 full cost pricing companies,
48 (49%) are reported to
determine the prices
based on percentage of
manufacturing costs,
and 50 (51%) used percentage of all costs in deriving product prices.
Variable -cost pricing
follows similar procedures in arriving at product prices except for the
use of "percentage of
variable manufacturing
costs" and "percentage
of all variable costs."
Full -cost pricing, the
predominant method, is
used especially in the
chemicals (80%) and
37
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Shim (1993)
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TABLE1 COMPARISONOFPRODUCTPRICINGMETHODS

A (1983)

Pricing Method

u 11-Cost
ricing

Percent

Frequency

Percent of
Manufacturing Costs

48

34.0

209

41.0

Percent of All Costs

50

35.5

208

41.0

50

59.5

417

82.0

Percent of Variable
Manufacturing Costs

8

5.7

54

11.0

Percent of All
Variable Costs

g

6.4

30

6.0

17

12.1

84

25

17.7

1

0.7

4

1.0

141

100

505

100

Subtotal

viableCost
ricing

Pe

Frequency

Subtotal
Market -Based Pricing
(Competitive Pricing)
Other
Total Respondents

V

17.0A

Not
Not
Surveyed Surveyed

ABLE2/PRODUCTPRICINGMETHODSBY:
INDUSTRY

Full -Cost
Pricing

Variable -Cost
Pricing

Market -Based
Pricing

Total ( %)

Chervicals

4

0

1

5(3%)

Machining

17

4

6

27(19%)

Electronics

27

4

6

37(26%)

2

0

1

3(2%)

Medical

34

7

9

50(36%)

Others

14

2

3

19(14%)

Transportation

Total ( °r °)

98(70%)

17 (12 %)

26(18%)

141 (100 %)

/

SIZE(ANNUALSALES)OFCOMPANY

Under
$10 Million

11

0

3

14(10%)

$11 -100 Million

59

11

19

89(63%)

$101 500
M lion

25

6

4

35(25%)

$501 Million—
1 Billion

1

0

0

1 (0.7 %)

$1 -5 Billion

2

0

0

2(1.3%)

/

Total ( %)

98(70%

17(12%)

26(18%)

141 (100 ° /Q

ABCIMPLEMENTATION

Ily or Partially
Implemented
Plan to
I

6

6

38 (26.9%)

33

7

13

53(37.6%)

39

4

7

50(35.5%)

p

o f elan to

26

I L Lolil ( %)
38

98 (70 °,',)

17(12%)

26(18%)

141 (100 %)

electronics (72 %) industries (see Table
2A). The prevalence of full-cost pricing, which requires considerable overhead cost allocation, underscores the
importance of rational cost allocation.
ABC tends to offer a better allocation
scheme with activity analysis.
The 1993 survey reported that almost 20% of the respondents' companies use market -based (competitive)
pricing. This result seems to indicate
a movement to market or "target cost"
pricing from cost -based pricing. Target
costing is the long -run cost that a customer will bear or a market -based cost
that is calculated using a sales price
necessary to capture a predetermined
market share.5
Full-cost pricing is the most popular
method in companies of all sizes. Of
the 14 small companies (sales under
$10 million), 11 use full -cost pricing.
For mid -sized companies ($11 million$500 million in sales) there was a higher incidence of variable -cost pricing
and competitive pricing (Table 213).
The relationship between pricing
method and stages of ABC implementation is highlighted in Table 2C. Companies that do not plan to implement
ABC show the highest use of full -cost
pricing (78 %). Companies that have implemented or plan to implement ABC
systems exhibit a slightly higher percentage of variable -cost pricing or market -based pricing methods (32% and
39%) than companies that do not plan
to implement ABC systems (22%). The
majority of companies, however, adhere to full -cost pricing.
The 1983 G & A survey showed similar results to the 1993 Shim survey,
with 82% of the responding companies
using full -cost pricing and 17% using
variable -cost pricing. Thus, both surveys reveal the continuously prevailing
use of full -cost pricing from 1983 to
1993. The consistent practice of full cost pricing underscores the importance of proper cost allocation and
product costing.
An interesting result of the 1993
survey is that 25 companies (18 %) reported using market -based (competitive) pricing, which was not reported
in the 1983 survey. This result indicates an important change in arriving
at prices, one that is based on competitive market conditions rather than
cost structures.

RATIONALEFORFULLCOST
here are a number of plausible
reasons for the continuing use of
full-cost pricing. First, increased
MANAGEMENT ACCOIJNYING/vEBRUARY 1995

implementation of ABC systems is
likely to rationalize the allocation of
fixed costs and makes more seemingly
fixed costs variable or semi - variable.
ABC systems enhance ways of tracing
fixed costs to a specific product and
lead to a better allocation of these
costs. ABC systems provide more accurate product cost estimates that
serve as a basis of determining full cost price. The rapid implementation
of ABC systems, therefore, tends to
supply a support for the prevalent use
of full -cost pricing practice.
Second, full -cost pricing provides a
motivation to control fixed costs. For
example, allocation of fixed costs to
profit centers affects the performance
of those centers. Accordingly, the profit center managers, whose performance varies with the amount of allocated fixed costs, can raise questions
about the amount of corporate overhead (that is, fixed costs) and, as a result, may reduce the "empire building"
phenomenons The use of fully allocated fixed costs in determining price
could provide an alternative risk -sharing arrangement between profit center
managers and top managers.
Finally, the difficulty in estimating
marginal cost and marginal revenue
for various products may prevent companies from using the marginal -cost
approach. With manufacturing companies producing an average of 75 products, estimating marginal cost and
marginal revenue may not be feasible
or economical.
The majority of companies in the
new manufacturing environment continue to practice full -cost pricing. The
possible reasons for this practice are:
"satisficing" behavior, availability of
finer product costing information with
implementation of ABC systems, possibility of controlling fixed costs, and
difficulty in estimating marginal cost
and marginal revenue in a multiproduct environment.
THEFUTURE?
ull -cost pricing continues to be
the most popular product pricing
method, but there is a shift toward variable -cost pricing or marketbased (competitive) pricing. The 1993
survey exhibits only a very slow trend
in this direction. The fierce domestic
and foreign competition in the new
manufacturing environment may bolster the use of some form of competitive pricing in the future.
■
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sistant professor of accounting at Saint
Joseph's University, Philadelphia, Pa.
He is a member of the Philadelphia
Chapter, through which this article was
submitted, and can be reached at (610)
660 -1660.
Ephraim E Sudit, Ph.D., is a professor of accounting and Information systems at the Graduate School of Management, Rutgers University, Newark, N.J.
He is a member of the IMA and can be
reached at (201) 648-5241.
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Management accountants should put financial reporting on
autopilot by using the network.
BYALBERTJ.ENZWEILER

OLD WAY

NEW WAY

ne of the greatest payoffs
from information technology is that it can provide
managers with instant access to the data they need to run their
businesses. Systems delivering management information fall under such
categories as management information system (MIS), executive information system (EIS), decision support
system (DSS), and "information at
your fingertips." They contain mostly
financial information, and they offer
the potential for companies to improve
their financial reporting process significantly. Here's a basic guide to the necessary tools and how to use them
successfully.

nder the traditional system,
financial and accounting professionals prepare and publish financial statements based on
the accounting calendar. The printed financial statements are distributed to management in this
sequence:

ith the right technology,
managers access financial information when they need it.
They, not the accounting calendar, determine its timeliness, so they no longer have to wait for printed financial
statements. Ratios, exceptions, and
summaries are presented in a graphic
format that highlights items requiring
attention. Managers can access details
or analyze alternatives in order to
make a decision. The net result: They
are using financial information to improve the bottom line.
Companies may not have to go far
to put together a new system to improve financial reporting. Most of
them already have computers. The key

0
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• First, finance and accounting
professionals;
• Second, senior managers;
• Last, managers running the
business.
Thus, the people in the company
who can do the most with the information receive it last.

MANAGEMENT ACCOUNTING /FEBRUARY 1995

enabler is the network, and networks
are changing business communication
drastically. E -mail changed how managers and employees communicate.
The Internet and other networks can
change how a business communicates
externally with its vendors and customers. Networks also can change the
way managers receive financial information. Why distribute printed reports
when accountants can deliver information over the network?

in codes, users select pictures or
icons displayed on their computer
screen by pointing to the object with
the cursor, clicking a button on the
mouse, and following the instructions
displayed.
Another significant advantage of
the graphical user interface is the
consistent look and feel across different software. Microsoft's Windows is
the current market leader in graphical user interfaces, ahead of Apple

CLIENT /SERVER COMPUTING
elivering information via a network requires client /server
computing. A personal computer (client) must be linked through
a network to a computer that stores the
data (server). The network enables users to match computing jobs with the
best computer in the network for doing
the job. Single -user computing jobs are
satisfied best by the client. (Remember, originally they were called personal computers.) Storing data accessed
by multiple users is a job for the server.
Network computing is replacing
central processor computing, which
consisted of a central computer with
terminals, or possibly personal computers emulating terminals, wired into
the central processor. Most financial
applications such as general ledger, accounts payable, payroll, and accounts
receivable executed on the central processor. Financial and accounting professionals were on -line to the central
processor, so they had access to financial data. Managers, however, were
not on -line and thus received financial
information in the form of printed
reports.
Companies that have a network and
personal computers on their managers' desktops already possess the hardware to improve the financial reporting
process. The required software includes a graphical user interface
(GUI), desktop tools, and a financial
data warehouse.
GRAPHICAL USER INTERFACE
lthough financial and accounting professionals mastered the
character -based function -key
and cursor -driven user interface,
most other company managers found
this code-driven interface too complex. Thus the graphical user interface was the breakthrough needed
for ease of use. It provides the user
with an easy and intuitive way to operate the computer. Instead of typing
MANAGEMENT ACCOUNTING /FFBRUARY 1995

Let the
information
technology
deliver the
financial

information
tothe
managers.

applications that include:
• Spreadsheet capable of presenting
financial data graphically.
• Relational database management
system that can store financial and
nonfinancial data.
• Query language used to access data
stored on the server.
• Word processor.
• Presentation software capable of integrating spreadsheet data, relational database information,
graphs, illustrations, and word processing into a single management
report.
Such desktop tools enable the presentation of financial information in
graphic formats. Comments from financial and accounting professionals
can be incorporated into the spreadsheet or word processor. It even is possible to attach voice comments to
spreadsheets a manager may review.
Thus the graphical user interface
enables the manager to use the computer with ease, and the desktop software provides the analytical tools
needed to make data useful management information. The financial data
warehouse located on the server
stores the data used by the desktop
tools.
THE FINANCIAL DATA
WAREHOUSE

and IBM. Its market dominance has
forced all other software vendors to
develop a Windows product, so now
it is possible to make Windows the
standard user interface across all
software within a business. A major
benefit is that managers have to learn
only one interface — Windows —thus
reducing the time required for them
to use the computer and to learn multiple applications. For example, once
a manager has learned a Windows Email product, he or she will know
how to use Windows with a spreadsheet, word processing, a general ledger, and other applications.
DESKTOP TOOLS
he next component of our new
system of financial reporting is
a suite of desktop tools. Microsoft, Lotus, and WordPerfect offer integrated desktop suites of Windows

T

he last component is made up of
the financial data warehouse
and the server. Software developers have lived by the rule:if you don't
have the data, you will never get the information. Translation: The first step

in satisfying information requirements
is to store the data.
Client /server computing requires a
new rule: Storing the data is not sufficient; the data also must be organized so
that they are accessible to the desktop

tools. Financial data warehouse is the
term used to describe the data stored
and organized to support direct access
from the desktop tools. (See Figure 1.)
The technology needed to create the
data warehouse is a relational database
management system. Application software that satisfies information requirements with printed reports was not designed to support access to data from
the desktop. In today's client /server
environment, the data warehouse becomes very important as the desktop
tools are used to satisfy information requirements and printed reports are
eliminated.
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FIGURE 1/ THE FINANCIALDATA WAREHOUSE

A

Chart
of
Accounts
Financial
Transactions &
Budgets

All financial data are organized to
BUILDING THE FINANCIAL
DATA WAREHOUSE
ypically the financial data warehouse is the only component
not already available to improve
the financial reporting process. Fortunately, the data required to build the financial data warehouse are available.
The computer that supports the existing financial applications contains the
necessary financial data, but they are
stored in a format to support printed
reports. The term "legacy" commonly
is used to describe the existing financial data, meaning they are not stored
in a format to support access by the
desktop tools.
Also, the database management
system used to support legacy data
may not be designed to work with
desktop tools. Until recently, all database management systems included
their own data access tools that ran on
the same computer that stored the data —the central processor. The solution
is, first, to design and build a financial
data warehouse using a relational database management system designed
to work with the desktop tools. Then
use the data access tools on the central
processor to extractthe required financial data. Move the extracted legacy
data across the network, and update
the new financial data warehouse. Essentially this procedure is reformatting and relocating the data so they can
92

Business Unit
Information
- -• Profitability
• Cost
• Actual vs. Budget
• Balance Sheet
• Consolidations

access from the desktop tools..

be accessed by the desktop tools.
This approach to building the financial data warehouse is called a three tier data architecture (see Figure 2):
1. The legacy data on the central processor are stored in a database that
is incapable of access by the desktop tools.
2. The financial data warehouse contains data extracted from the legacy
database. Both the relational database management system and network server supporting the financial data warehouse are designed
for client /server computing. Now
the financial data warehouse is accessible from any client on the
network.
3. The client stores the data and uses
the desktop tools to convert the financial data to information.
Creating the financial data warehouse
does not require an investment in new
general ledger software. The relational
database management system and network server supporting the financial
data warehouse are the only information technology purchases needed.
In addition, the only task that requires information system professionals is designing and building the warehouse. The MIS department can work
with financial and accounting professionals to develop it Businesses that
do not have an information systems de-
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partment can outsource the building of
the financial data warehouse.

IMPROVING THE FINANCIAL
REPORTING PROCESS
ow that all the pieces are in
place, the system can be used
to improve the company's financial reporting process. Here are
some examples of how to do it.
Performance Measures. Identify key
statistical performance measures for
each manager. Design the financial data warehouse so it will store actual operating statistics and financial data.
Use the client spreadsheet tool to show
the relationship between changes in
operating statistics and the financial results. Graphs driven by spreadsheet
calculations can be used to illustrate
situations requiring the manager's
attention.
By varying the operating statistics
in the spreadsheet, the user can see
the impact of changing one or more of
the statistics. If a manager understands the relationships between operational and financial data, he or she can
make better operating decisions.
A word of caution: Changing the data in the data warehouse or the client
does not change the legacy data. This
feature is good to have for "what if'
analyses, but it can be a potential problem for the closing process. Policies
and procedures are required to coorMANAGEMENT ACCOUNTING/FEBRUARY 1995

dinate adjustments and keep the legacy data, financial data warehouse, and
client data consistent. Record legacy
data adjustments using the general ledger's journal entry process.
Budget Preparation and Approval.

Provide each manager with a "budget
template" that is a predefined spreadsheet. The budget template saves the
person time and becomes the standard
for submitting budget data. The manager accesses the financial data warehouse to retrieve the financial data that

will serve as the starting point for the
budget preparation process. They can
be last year's budget, current actual, or
any other data stored in the financial
data warehouse. Using the spreadsheet, the manager prepares and submits the requested budget. The warehouse is used to store each manager's
budget and for consolidating the corporate budget.
During the review and approval process, managers revise and resubmit
their budgets. The financial data ware-
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house also can store each budget revision and can provide the data to compare budget revisions as well as an audit trail of the entire budgeting
process. The final approved budget is
stored in the financial data warehouse
and is used for monitoring actual versus budget.
Budget Variance Analysis. The manager receives a spreadsheet comparing actual to budget with all variances
highlighted, thus eliminating the budget variance report. The financial data
warehouse stores the details supporting actual and budget information.
Thus the manager can access the supporting details to understand why the
variance occurred.

ow one of the most critical and
time - consuming tasks performed by financial and accounting professionals — delivering
the financial information —can be
put on autopilot. Let the information
technology deliver the financial information to the managers. The managers can access the data and use the
tools to get timely and useful financial
information.
This time saving frees the financial
and accounting professionals to devote
time to higher -value -added activities.
Managers are using the spreadsheet
for measuring performance and for
preparing and monitoring budgets.
Who has more experience using
spreadsheets for these applications?
Financial and accounting professionals
can help the managers build the skills
they need to use the desktop tools
effectively.
Managers need to understand the
financial impact of the day - today operating decisions they make. Financial
and accounting professionals can work
with them to improve their understanding of the relationship between
operational and financial information.
This teamwork, not the information
technology, delivers bottom -line
improvements.
■

Desktop Tools
• Spreadsheet
• Word Processor
• Database
• Query
• Presentation
The desktop tools convert the
data to useful information.

Al Enzweiler is a partner in BT Group,
located in Atlanta, Ga., a consulting
and education firm helping companies

plan and manage projects to improve financial reporting and business processes. He is a member of the Atlanta Chapter and can be reached at (404)
618 -8370.
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A small cellular communications company used ratio analysis to
measure success.
Unity Telephone Co., a small independent telephone company regulated
by the State of Maine Public Utilities
Commission (PUC), was attracted to
the "fast track to profits" aspect of cellular communications and decided to
take the plunge in 1988. We learned a
great deal from the experience, especially how to use ratio analysis to tell
if we are on the right track in attaining
our share of the profit potential.

ENTERINGTHEINDUSTRY

Unicel's management team at work. Back row. I. -r.; Marilyn Cosgrove, Julie LaVertue,
Bruce Johnson. Front row, I. -r.; Robert Wyman, Kathryn Stewart, Bert Clifford.

BYKATHRYNSTEWART,CMA
n the mid- 1980s, cellular telecommunications was emerging fast as
a major growth industry, with total industry revenues from cellular service expected to exceed $2 billion by 1990.' Although startup costs
were high for building cellular sys44

tems, and large earnings deficits and
negative cash flows were projected for
the decade, once cellular companies
achieved the subscriber levels needed
to reach efficient levels of system utilization, revenues were expected to
grow in excess of 40% to 50% annually.
Profits were expected to grow in excess of 5% to 7% annually.2

n 1987, we applied for the right to
provide cellular service in Metropolitan Service Area (MSA) #224 in
Maine. This area consists of Penobscot
County, which is located in the central
portion of the state. Application for the
cellular license was made to the Federal Communications Commission
(FCC), which allocates the radio frequency spectrum upon which cellular
calls are made. That year the FCC was
in the process of selecting one wire line—or landline telephone company —and one nonwire licensee to serve
each of the 305 metropolitan serving
areas in the United States.
Unity Telephone Company was
awarded the wireline license. The non wireline license was awarded to a company that immediately sold it to United
States Cellular, a large national cellular
MANAGEMENT ACCOUNTING /FEBRUARY 1995

TRACKINGTHEVENTURE
he accounting firm also developed an operating budget based
on the business plan to be used
for comparing Unicel's actual results
as they occurred. Again because of the
infancy of the industry, little financial
MANAGEMENT ACCOUN lNG /FEBRUARY 1995

information had been published for
cellular telecommunications. Statistics
were available regarding the amount of
the average subscriber (customer)
bill, which was reported to be approximately $97 per month, and the average cost of activating a cellular subscriber, which was reported to be
around $600 per subscriber. These statistics provided a couple of financial
targets to be included in the operating
budget, but the remaining expenses
and other items of income and expense
had to be budgeted based on best
guess.

Cellular Service Revenues
Net Equipment Sales

(44,327)

(144,506)

78,895

2,074

(122,864)

(269,067)

74,248

61,420

42,290

(151,176)

Depreciation and Amortization 54,929
Telecommunications
Direct Operating Expense (23,891)
Advertising Expense
Dealer Costs
Professional Fees

as "profits through quality customer
service" to differentiate itself from its
competitor.
Subscribers are attracted to a company by the amount of cellular coverage within the serving area as well as
quality of service. Cellular coverage is
determined by the number of cells in
each company's cellular system. (See
Figure 1 for an illustration of the number of cells in Unicel's system.) Unicel
had put up its three-cell system approximately four months ahead of United
States Cellular in order to gain the
edge of the market share of customers

1988'
12,919

1989'

1990"

1991"

(43,398)

17,444

(35,753)

(101,086)

(121,020)

(44,149)

(17,931)

(83.853)
(278,276)

167,458
-

(42,425)
-

(458,056)

Office Expenses

22,255

(3,366)

(17,015)

185,286
22,148

(3,661)

Salaries

17,457

(89,907)

(12,216)

58,438

Travel and Entertainment

(1,174)
38 964
9,653

(23,588)

(22,107)

(43.818)
(32,844)

39,792
(15,287)

(4,475)
9,308
9,316

(404,175)

(819,556)

(109,785)

12,854 .di

Long -Term Interest Expense
Other Expenses
Total Variance from
Operating Budget

7

Table 1 shows Unicel's major variances from its operating budget during
1988, 1989, 1990, and 1991. During the
second half of 1989, the five -year business plan became obsolete when Unicel constructed the remaining two
cells to complete the system. Why was
the construction schedule accelerated? The answer lies in the competitive nature of the cellular marketplace.

COMPETITIONWITHINEACH
CELLULARMARKET
eregulation of the telecommunications industry in 1984 had set
the stage for this competitive
marketplace in cellular telecommunications. The FCC had designed the
market to consist of two competing
companies so cellular prices would be
set by market forces, not by PUC rate
setting. Unicel established its mission

-

Taxes and Licenses

-

franchise. Because there were no
price /earnings ratios upon which to
base the valuation of the cellular license, a price per "pop," or population,
was designated -and cellular licenses
were trading in some markets for up to
$80 per pop or person. MSA #224 is a
more rural area, so a price of approximately $17 per pop represented a fair
value. Using a pop of 140,000, the nonwire license sold for approximately
$2.4 million.
That meant Unity Telephone had
two options - selling its license for $2.4
million or building a cellular serving
system. Because of the projected "fast
track" to profits, the company chose
the second alternative.
The first step to building a system
was to obtain financing. Public Utilities
Commission regulations prevented
Unity Telephone from investing any
amount of capital in the development
of its cellular license because such action might have an adverse impact on
the rate payers of the phone company.
Therefore, we were forced to look to
other sources of financing in order to
develop our cellular license.
We asked the telecommunications
division of one of the Big 6 public accounting firms to perform a profitability study. The resulting five -year business plan indicated that profits were
projected for year four of operation.
The plan was based on the construction of a cellular system consisting of
five "cells," or towers equipped with radio and transmission equipment, to be
built in MSA #224. The first three cells
would be constructed in year one, with
the remaining two cells constructed
before the end of year five.
Local Maine banks weren't interested in lending our parent company the
money needed to finance the venture,
mostly because of the newness of the
industry and the unknown risk involved in the business plan. A manufacturer of cellular systems equipment
agreed to 100% debt financing in exchange for a mortgage on the system.
Our new company - "Unicel" -was
launched in early 1988 with 100% debt
financing and $100 of common stock.
Three cells were constructed and operational by June.

6,280

in MSA #224.Our decision to build the
two additional cells ahead of schedule
was for the same reason. At $250,000
to $500,000 per cell, depending on the
elevation needed to allow the cell to
hand off calls to other cells as subscribers drive through the system, our undertaking was extremely ambitious.
Constructing ahead of schedule meant
borrowing money before it was budgeted, thereby committing the company to long -term interest expense and
repayment of principal sooner than
budgeted.

OURCOVERAGEFLOURISHED
nicel's reputation as a high -qual.
ity service company combined
with its extensive coverage in its
service area flourished while the budget floundered. Customers voiced
their desire to have Unicel cellular ser45

FIGURE 1 /
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five -year plan, and, although 1991
showed a favorable bottom -line comparison to budget, it was doubtful at
that point that Unicel would be in a
profitable position in year four of
operation.

ACLOSERLOOK AT FINANCIAL
RESULTS
'J

PENOBSCOT

WALDO
KENNEBEC

vice extended into the rural service area contiguous to MSA #224, so in 1989
when the FCC began awarding cellular
licenses via a lottery system for the rural service areas (RSAs), Unicel applied for the right to serve in Maine
RSA #3. This area consisted of the four
counties that bordered the southern
section of MSA #224 (see Figure 1).
Our application was selected.
Unicel again called on the Big 6 firm
to prepare a revised five -year business
plan that would include RSA #3. This
plan called for five additional cells to be
built in the rural service area and two
branch offices to be opened. Once the
plan was ready, it was submitted to a
different source of financing. This al46

ternative source accepted the plan,
which called for refinancing amounts
already loaned to the company as well
as providing an additional layer of borrowing. The loan was made at 1.5% below the prime rate of interest, a reflection of the economic conditions in late
1989.
Four of the five cells in RSA #3 were
built and placed into service by the fall
of 1990.Again, an ambitious construction schedule was followed so the cells
would be operational before those of
our RSA #3 competitor— United States
Cellular. Table 1 reports Unicel's major variances from its operating budget
for the years 1990and 1991. The operating budget was revised for the new

t became clear to Unicel top management that the company must focus attention on financial results
while aggressively pursuing market
share. As Table 1 shows, revenues and
expenditures needed to be examined
more closely to ensure that financial
targets were met so that interest and
principal payments could be made
when they came due.
During the fourth year, Unicel decided to benchmark its operations
against those of other companies in the
industry despite the small amount of
information available. This comparison was difficult because of the continued lack of published statistics, particularly in the area of expenditures, and
the reluctance of other cellular companies to divulge sensitive financial information in the competitive environment. In addition, Unicel's 100% debt
financing made its capitalization structure unique, unlike that of many of the
larger "Bell Operating Companies"
written about in the cellular telecommunications literature. Nevertheless,
we attempted to find a set of financial
ratios against which Unicel could compare its results.
Table 2 shows four kinds of 10 such
ratios. Although our research did not
uncover a set of ratios calculated specifically for cellular telecommunications, we selected the category "radiotelephone communications" because
the technology was similar. Dissimilar
was the fact that radiotelephone communications has been around since the
1930s, so we were comparing our figures against a far more mature industry than ours.
What did the comparisons tell us?
We broke them down into ratios of
earnings performance and then ratios
of financial strength to get a picture
of how well we were attaining our
overall goals and where we needed to
improve.

RATIOS OF EARNINGS
PERFORMANCE:PROFITABILITY

0

bviously, as our company was
not yet profitable, our return on
sales ratio (profit margin) was
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negative and did not compare closely
to that of the radiotelephone communications industry. Over time, however, the industry ratio was declining
while ours was improving. Our ratio
trend was mainly a reflection of the infancy stage of our business,
The return on assets ratio showed
a better trend for Unicel than for the
industry, which was declining over
time. Unicel's improvement was relatively slow, however, and, given the
size of the investment in the cellular
system, it appeared that it would take
more than another year of operations
before this ratio would become positive given our slow annual increase in
return on assets.
RATIOS OF EARNINGS
PERFORMANCE:ASSET
UTILIZATION
ext

we examined asset utiliza-

1ion ratios to determine how

effectively we were managing

our assets to generate sales. The impact of expenses, which was included
in the profitability ratios, was excluded
from these ratios because gross sales
and not net income is used in their
numerators.
The first asset we checked was accounts receivable. The calculation of
the average collection period for accounts receivable showed us how well
our credit and collection policies were
working. It also showed us the effectiveness of our use of disconnection notices to subscribers to prevent further
losses by not allowing continued service. Our credit and collection policies
involved performing credit checks and
in some cases requiring security deposits from our subscribers prior to extending service. Our policies also stated a specific number of days that were
allowed to elapse before subscribers
were contacted as to the status of bill
payments. We were encouraged to see
that our performance in this area was
betterthan that of the radiotelephone

communications industry in all years
except 1988. During that year our staff
was not large enough to permit dedication of an employee to credit and collection activities, so our average collection period suffered as a result. A
full -time employee was hired in early
1990 to perform this function.
Next we looked at our inventory
turnover ratio. Our turnover was less
than that of the industry, which was an
indication that we were holding too
much inventory. Excessive inventories
are an unproductive investment with a
low rate of return, which is an inefficient allocation of a company's resources. Management knew this, but
the decision to carry relatively high
levels of inventory was made for competitive purposes. The ability to gain
market share depended on being able
to provide subscribers with cellular
phones as soon as they expressed a desire to obtain the service. Use of the
cellular system and resulting revenues
would be expedited in this manner.

1988`

1989'

1990'

1991`

Unicel
Radiotelephone Communications

-6.95
1.10

-1.07
0.40

-0.86
-3.20

-0.40
-5.50

Unicel
Radiotelephone Communications

-0.35
1.00

-0 42
2.00

-0.37
-2.70

-0.24
-3.10

60
64

58
62

50
58

Ratios of Earnings Performance: Profitability
Profit
Margin:
Return on
Assets:

Ratios of Earnings Performance: Asset Utilization
Average
Collection Period:

Unicel
Radiotelephone Communications

Inventory
Turnover:

Unicel
Radiotelephone Communications

0.8
6.9

8.2
9.2

6.7
10.8

4.0
13 .j

Unicel
Radiotelephone Communications

0.1
2.5

0.2
2.6

0.4
3.0

0.6
4.0

0.5
0.8
0.4
0.4

0.8
0 -8
07
0.4

2.1

0.6

0.9
1.7
0.5

0.9
0.5
0.5

-1.6

-1.4

-0.3

Fixed
Tumover:

hi

128
66

Ratios of Financial Strength: Short-term Debt - Paying Ability
Current
Ratio:
Quick
Ratio:

Unicel
Radiotelephone Communications
Unicel
Radiotelephone Communications

Ratios of Financial Strength: Long -term Debt - Paying Ablfi*
Times
lerest Earned:

Unicel
Radiotelephone Communications

-8.4

Debt
Ratio:

Unicel
Radiotelephone Communications

1.5
0.6

1.4
0.6

1.5
0.5

1.6
0.5

Debt/Equity
Ratio:

Unicel
Radiotelephone Communications

-2.9
1.3

-2.9
1.2

-2.7
1.1

-2.4
1.2

(information not available)

Source: Dun 8 Bradstreet Credit Services, "Industry Norms and Key Business Ratios," 198892 , SIC Code #4812.
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cations industry. As a rule of thumb,
this ratio is best at a level of around 1.0.
In an industry such as ours, where
cash flows are not cyclical in nature, a
ratio of less than 1.0 may be sufficient.
Our ratio compared to the industry
was stronger, except for years 1988
and 1991. This trend showed the same
for our quick ratio, which excludes inventories from the calculation.
RATIOS OF FINANCIAL STRENGTH:
LONG-TERMDEBT -PAYINGABILITY

Unicel technician John DePino and technical supervisor Paul Hauser at Bangor's master
tower site.

Management felt that the unproductive investment in inventory would
be offset by an increase in cellular service revenues. at should be noted that
our inventory turnover calculation
used cost of goods sold as the numerator, while the industry ratio used sales
as the numerator. Including the profit
on the sale of inventory inflated the industry ratio somewhat and accounted
for a small portion of the less than favorable comparison of our ratio.)
Finally we looked at our fixed asset
turnover ratio, a measure of how well
we were using the capacity of our cellular system compared to the radiotelephone communications industry. As
was the case with our return on assets
ratio, we noted that our fixed asset
turnover ratio was increasing over
time, albeit slowly. We noted with interest that although the industry return
48

on assets ratio was declining, the industry fixed asset turnover ratio was
improving. This trend meant that industry expenses and not revenues
were the cause of the decline in return
on assets.

he crux of our financial strength
was illustrated by our ratio comparisons for long -term debt -paying ability. Here our 10096 debt financing has put us in a position of
considerable risk.
The times interest earned ratio was
not published for the radiotelephone
communications industry, but in our
case trend analysis as well as our
monthly operations had told us that
this ratio was not where we needed it
to be. We needed a ratio of 1.0 or higher to service our interest payments,
and, although we were moving in that
direction, we were not there yet.
A glance at the debt ratio and
debt /equity ratio comparisons point
out very clearly our unique capitalization structure. Our debt ratio was nearly three times that of the telecommunications industry.
What did we conclude from the examination of our ratios, both trend and
industry comparisons? We determined
that other ratios, including ratios that
could be calculated specifically for our
cellular business, needed to be examined in order to identify the items of
revenue and expense that needed improvement. An improvement in the
times interest earned ratio was critical
because of the repayment of principal,
which was scheduled to begin in 1992.
Did our company have the resources
to meet the future demand for funds
necessary to carry on the business?

RATIOS OF FINANCIAL STRENGTH:
SHORT -TERMDEBT-PAYING
ABILITY

RATIOSSPECIFICTOOURCELLULAR
OPERATIONS

lthough we had been operating
at a loss, we still had the ability
to pay our short -term obligations. We were able to pay our vendor
invoices and other short-term liabilities on time because of our average
collection period in addition to working capital financing in the early stages
of our business. Our ability also was reflected in our current ratio as compared to the radiotelephone communi-

o target where our revenues were
low and our expenses were high,
we needed to develop our own ratios tailored to identify these areas. Table 3 shows 12 ratios that we calculated
to pinpoint where improvement was
needed.
What these specialized ratios
showed is that budget variances were
not always indicative of the areas
where our operations were improving
MANAGEMENT ACCOUNTING/FEBRUARY 1995

or declining. For example, the first ratio in Table 3, the increase in retail revenues, shows the percentage increase
from year to year of revenues from our
retail subscribers. Compared to the
second ratio, the increase in the number of subscribers, retail revenues increased at approximately the same
rate as that of subscribers, except in
1989 when revenues increased at a
greater rate.
A comparison of the increase in retail revenues to the increase in foreign
roaming revenues showed us that our
revenues and subscribers were not increasing at the same rate as those of
other cellular companies. Foreign
roaming revenues are derived from
the subscribers of other, or "foreign,"
cellular companies who "roam" in Unicel's serving area. Although 1989's and
1990's increases in foreign roaming
were commensurate with the increase
in our revenues and subscribers, 1991
showed that foreign roaming revenues
increased more than our retail revenues. This figure was a clue that our
market penetration rate was on the decline when compared to other companies in the industry.
Toll revenues also showed yearly increases comparable to our increase in
retail revenues and subscribers, with a
decline in 1991. Comparing toll costs to
toll revenues also pointed out an important trend. Because Unicel is not a
long distance carrier, it must interconnect its system with a long distance
carrier in order for system users to
make toll calls from their cellular
phones. Unicel is charged for these toll
calls by the long distance carrier according to rates established in the interconnection agreement; Unicel then
charges its subscribers toll rates based
on a rate schedule established by the
carrier. The difference between the interconnection charges and toll rates is
net revenue for Unicel. The comparison of toll costs and toll revenues
showed that the net revenue margin
was narrowing with costs up to 58% of
revenues in 1991. This was the highest
percentage experienced in Unicel's
four years of business. It reflected a
strategy of offering an extended toll free calling area to subscribers in 1991
as part of attaining market share. Unicel can elect not to pass the toll rates
to its subscribers, but it still must pay
the interconnection charges for those
calls, which was the cause for the increased costs in 1991.
The subsidization of customer acquisition was reflected in the ratio of
net equipment sales to additional subMANAGEMENT ACCOUNTING /FEBRUARY 1995

scribers. Net equipment sales is the
difference between revenues and cost
of goods sold for phones and accessories (which consist mainly of anten-

costs or spreading total costs over a
customer base that was not increasing
at the same rate. A glance back at Table 1 shows that direct operating ex-

nas). Dividing net equipment sales by
the number of subscribers added
showed that the resulting subsidy per
customer had declined from $136.08
in 1989 to $30.87 in 1991. This market
penetration strategy still was costing our company money, but the investment was declining, which was
encouraging.
Direct operating expenses divided
by the number of subscribers showed
a decline from $92.60 in 1988 to $29.82
to 1990, but it was back up to $49,71 in
1991. Direct operating expenses consist of monthly fixed rental expense for
leased landline interconnection facilities, costs of call forwarding incoming
calls when the cellular caller is driving
in another cellular system, and the cost
of providing voice mail capability to
cellular users. Unicel does not pass
these costs to the customer. The increase to $49.71 in 1991 after a steady
previous decline was a flag for management to determine the cause for the increase —which was either increased

penses in 1988 and 1989 exceeded the
budget amount in those years, while in
1990 and 1991 they were less than the
budget amount. The ratio comparison
we developed for these costs revealed
a different story.
An area for cost concern not shown
in the major budget variances was billing costs. Unicel's monthly subscriber
billings are produced by a third -party
billing vendor. Dividing the cost of billing services by the number of subscribers showed the same trend as for
direct operating expenses —a decrease from 1988 to 1990 with an increase in 1991. This expense was another area that deserved managerial
attention.
Advertising costs were shown in
Table 1 as exceeding budget during all
four years. The magnitude of the increases in relation to subscribers added to the system provides further insight, as shown in Table 3. As with
direct operating costs and billing services, a decline occurred from 1988 to
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Increase in Retail Revenues:
Increase in Subscribers:
Increase in Foreign
Roaming Revenues:
in Total Revenues:

1989"

1990'

1991`

5.9%
4.5%

2.9%
2.8%

1.7%
1.6%

4.5
8.3%

2.6%
2.7'No

24

38.0%

51.0%

43.0%

58.0%

Net Equipment Sales
Subscribers Added

$37.46

($136.08)

($126.97)

($30.8

Direct Operating Expenses
Subscribers

$ 92.60

$ 37.35

$ 29.82

$ 49.

Billing Services
Subscribers

$ 41.81

$ 42.63

$ 34.31

$ 46.

Total Activation Costs
Subscribers Added

$739.91

$576.

Professional Fees
Operating Expenses

51.0`;

22.0%

10.0%

Employee Benefits
Salaries

4.0

5.05

8.0%

Toll Costs

1,6

>a

Advertisina Costs

15

to the time span in the

1990 with an increase in 1991.
The same trend also is illustrated by
the ratio of total activation costs divided by additional subscribers. This cost
originally was projected to be approximately $600 in the industry. Although
our cost in 1991 still was less than $600,
total activation costs were on the rise.
Part of the cost of activations is incurred through dealer activations, the
budget variances for which are shown
in Table 1. The calculation of the ratio
of total activation costs divided by sub 4riber additions gave management a
better indicator than variance analysis
of the relative magnitude of the dollars
that were being spent in this area.
Professional fees did not show up in
the last two years on Table 1 as a major
variance from budget. This area had
been a major cause for concern in 1988
and 1989 as shown by the budget variances for those years. Table 3 shows
that $.05 on every $1 spent on operating expenses was for professional fees
in 1991, whereas $.51 of every operating $1 spent in 1988 was for professional fees. Calculation of this ratio and examination of the resulting trend gave
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management a much clearer picture of
the improvement.
Another area of cost concern not illustrated in Table 1 was the cost of employee benefits. As Table 3 points out,
the relationship of this cost to salaries
increased from $.04 per $1 of salary in
1988 to $15 per $1 of salary in 1991.
Pension costs were not included in the
numerator, so the cost of health insurance was the sole cause of the increase. Management definitely had to
start focusing on this area.

Author's Note. In June 1992, Unicel
formed the Northern Maine Cellular
Partnership with Nynex Mobile Communications Company to provide cellular
service in Maine RSA #4, consisting of
Aroostook, Piscataquis, and Somerset
counties. In january 1994, Unicel
merged with InterCel, Inc., a cellular
service company based in Lanett, Alabama. Both the partnership and the corporation operated on the fast track to

profits in 1994.
WHY WE DIDN'T ATTAIN OUR GOAL
he "fast track to profits" did not
occur during the four -year time
frame that we had hoped for initially when Unicel entered the cellular
business. Our comparison of actual results to budget provided some insight
into areas where we were not attaining
our overall goals, but budget variance
analysis did not always point out areas
where management needed to focus
its attention. Traditional industry ratio
analysis gave some clues as to where
we were straying from financial tar-

Kathryn J. Stewart, CMA, is accounting
manager at Unity Cellular Systems,
Inc., in Bangor, Maine, and is a member
ofthe Bangor - Waterville Chapter,
through which this article was submitted. She may be reached at (207) 9459979.
'"Telecommunications Basic Analysis,"Standard&
Poor's IndustrySurth*t, Sept. 17, 1987, p. 23.
z"Selected Telephone Stocks Have Further to Go;
Standard & Poor's
Outlook,August 23,1989,
p. 618.
no

1988'

gets, but we needed something more
to point out the specific areas that
needed examination.
By using the basic ratio technique
of dividing one number by another we
were able to come up with some ratios
specific to our industry and our own
particular operations that were useful
to us in spotting trends in time to take
action. By using the ratios shown in Table 3, we could see that our subscriber
base was not moving forward at a fast
enough rate to reach an efficient level
of system utilization. We also noted
that extending a toll -free calling area
was narrowing the profit margin that
we were realizing from toll call activity.
Direct operating expenses, billing services, advertising costs, total activation
costs, and employee benefits costs surfaced as the areas of expenditures that
needed reduction. By using this modified ratio analysis we were able to pinpoint the weaknesses that were affecting our very important times interest
earned ratio.
Rapid growth had required heavy
capital outlays, while intense competition had caused prices to fall faster
than costs in some cases. By applying
a variation of a traditional accounting
technique to the measurement of operations in a modern -day high -tech industry, we were able to adjust our
pace in order to remain on the cellular
fast track to profits in 1992 and
beyond.
■
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SCALA,
Serving Many
Masters
The multipurpose modular accounting and business management
software system lets every variety ofdecision maker have access.
BYKATHYWILLIAMS AND
JAMFSHART
er -Olof Myren is in the business of decision making. That
lie excells at it is not surprising —it's his life. As a youth,
while fulfilling his mandatory military
service in the Swedish Marines, he developed simulation systems to train
people in decision making based on
false and incomplete information and
war games to calculate risk areas for
shooting with mortars. In the early
197Os, after obtaining a degree in electrical engineering, he started his own
company to develop accounting and
business management software for
minicomputers.
By the time microcomputers came
along a few years later, Myren had received his MBA degree. He formed
Beslutsmodeller AB near Stockholm
to develop and market software for the
new machines. He created Scala, the
product, a multilingual, multicurrency,
multinational accounting and business
management software system designed specifically to meet wide variations in national accounting, tax, and
reporting practices. At the end of 1994,
it was named "Accounting Software of
the Year' by the magazine Accountancy
Age in the U.K.
Now Scala, also the company, has
more than 10,000 installations in more
than 70 countries throughout Europe,
Asia, Africa, and North and South
MANAGEMENT ACCOUNTING /FEBRUARY 1995

How did you decide to start your
company?
I was actually doing this type of work
while I was at the university in Stockholm. My degree is in electrical engineering, and I have an MBA —I never
had programming as a major —but the
progression seemed logical somehow.
You also had done this type of work
in the military?

Per -Olof Myron

America. Revenues have increased
100% per year for the past three years.
As expansion continues, Per -Olof circles the globe, keeping close watch.
This hands -on CEO, who delights in
getting people to "think," considers
product development and marketing
his most entertaining challenges. So
far, he's had a lot of fun. What's next
for his company and for the accounting
technology users of tomorrow? He
shares his views in this installment of
talks with accounting software leaders.

Yes. I was doing war games, although
probably the kind of games they have
on Nintendos today are more advanced. Anyway, I was developing systems to train people in decision making
based on falses and incompletes. Even
if you have incomplete information,
you should be able to extrapolate or
make some assummptions. If you
should make all your decisions based
on the real facts, there wouldn't be that
much decision making.
Back to your company What was
the time period?
That was at the time when they started
to release the first microcomputer —
pre-PC days. Our first product—accounting and management software—was successful. We moved pretty quickly into the international scene
with that package. It was geared for
use by Xerox when Xerox introduced
into Scandinavia. That was 1981.
51

the significance of that
Q What's
name?
The official version is that Scala comes
from ancient Italy. Scalas were supposed to be the inventors of the ladder.
You have to be a good scala to climb
high.

Q

!hat's the official version. What's
the real version?

The real version is that we looked for
a word that could be pronounced in
any language without sounding too
strange. Scala is one of the few words
that you can even pronounce in Chinese without upsetting anyone.

Q

What happened next?

That was in 1988. Then our European
network expanded. In 1989 we also
started work in the Pacific Rim. One of
the first things we started to
do —which was the ultimate test of our
language independence —was translate the whole thing into Chinese.

non American software company are in
the sense ofyour origin and
development?

w

We hadn't really talked or thought
international initially. We got into the
Scandinavian area, we got into the
UX, we had some contracts in the
U.S. —and business progressed quite
well. But in the mid- 1980s, we realized
that our product wasn't really designed
to be in the international arena. If you
want to be there you have to design a
core product. The problem was that
one country's version was developing
one way, and another's was developing
in a different direction, and what happened when you had something new?
So we made a decision to go back to
square one and start with a blank sheet
of paper.
We learned our lesson quite well.
We decided there had to be one set of
software that was independent no matter in how many countries it would run.
Software has to be totally independent
in whatever language the user speaks.
So in 1988 we developed our first system and named the product Scala.

DOS

SCO44F
Network!

U NIX'
Scala's modular

and there are few international companies that do not have some kind of operation in the Pacific Rim region. We
also saw that there was a very large
need for something that could run in
Chinese and concurrently be working
in, say, English, so anyone that was operating a factory in China could have
both Chinese and English work at the
system at the same time.

Q

Was that docult to accomplish?

Q

What year are we in?

Around 1990. Anyway, Ernst & Young
managed to get quite a good team up
fairly quickly —and our software was
translated into Russian. Obviously the
market became a crux of our commercial success. It's why we started to look
into other Eastern European markets
like Hungary, Budapest, Czech Republic, Poland. Our latest start -up is in Rumania and Bulgaria.
Scala also has been quite popular
with the Big 6—we have a number of
partnerships —Ernst & Young in Russia and Britain, Deloitte & Touche in
Eastern Europe, Coopers & Lybrand
in Korea and Australia, KPMG Peat
Marwick in Guatemala...

What took more time than we expected was to define the vocabulary. What
is back order in Chinese? Then the
Chinese told me Chinese companies
don't have back orders so we don't
write down statements. We spent probably in excess of half a year to define
the vocabulary— testing —in Chinese.
They have 10 different words for yes,
so the absolute truth is not obvious.
But that process went quite well.
We've been very successful since.
We've never regretted our decision.
The basis of what we did there led to
our being able to do the Japanese version and the Korean version of the software.

Q

Q

We have Scala in excess of 30 languages.

So you went East and then ...

At that same time we started discussions which ended up in what became
Scala USA, which is located in Orlando. We spent quite a lot of time developing a network covering the Pacific
Rim from New Zealand up to Korea
and over to ... and just this year we
opened up Scala in Vietnam as well.

Q Why did you go there?

Q

We identified the Pacific Rim region as
one of the most open to expansion. We
also identified a business segment
which we saw that Scala fit very well
into. We wanted to be able to provide
international companies with solutions
no matter where they would be going,

We hope that it will go very well. We
have done quite a number of sites in
Vietnam. To find experienced people
in our area is difficult.
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For us Swedes, the language -1 think
there are fewer people who speak
Swedish than are in Manhattan. Coming out of Europe you are used to a
more multilingual culture and you are
much more open to it —you have a
higher level of acceptance. Part of our
success is being able to handle many
cultures and to avoid cultural clashes.
For example, at the same time we
started working in the Far East we
were approached by Ernst & Young to
form a partnership and do an installation in Moscow —it was still USSR in
those days.

Q

How did that go?

What would you say the advantages
and disadvantages of being a

How many languages are you in?

Could yougive us some examples of
yoursuccesses? And then any
failures?

Q

What has been successful is our philosophical approach —the way we structure the system, sort of "modulize." A
few years ago people were buying accounting packages. Now they aren't actually buying accounting — they're
looking for an environment they can
plug in. We see that in almost all the
emerging markets. The first kind of
system they buy is inventory management. But that's like running a Ferrari,
looking through your rear view mirror.
You're merely documenting all the
things you have been doing. That approach is changing.
MANAGEMENT ACCOUNTING /FEBRUARY 1995

What are the next challenges you
Q see
in the business environment?

I think what you will see —they have
Scala accounting and business manbeen talking about the trends of downagement software is in use in more
sizing, rightsizing, and others —but
than 70 countl-ies in Asia, Africa, Nord
that has been just the frosting of the
and
South America, and Europe. It cai
cake. If you look at the next five -year
handle
up to 30 currencies simultaperiod, so many systems that are curneously
at different rates of exchang(
rently around are going to be rewith
revaluation
and exchange optinli
placed —the mini, the mainframe.
cation.
It
is
available
in more than 30
They are going to be replaced by syslanguages
and
can
operate
in several
tems solutions to help organizations.
in-ounultaneousIv.
That will be a very challenging area. It
Basic modules include general led
is a continuation of where we are today,
ger,
accounts receivable, accounts pay
but we will see the market change.
able, and systems utilities. Business
odules are direct invoicing, order en
How will accountants be able to fit
y,
inventory control, payroll., statisinto all these changes? How will
'cs, and purchasing. Support module
they be able to adapt?
elude project management, service.
anagement, marketing database,
Accountants are not the problem. The
Lbased query /report writer, fixed
problem is the old- timer —the MIS
sets, budgeting, costing, cash fore -,
people —that have to relinquish consting, and manufacturing, planning,
trol. It's very easy talking to controllers
d control. Users can pinpoint reveand accountants —they grasp this connue
from each product at each subsio
cept very quickly. They understand
iary at any time or identify the cost of
that you have to work in this other kind
a project at every stage and company
of system where you have two people
location. Accounts can be consolidate!
who are very close to the source of
across
currencies, countries, years,
your data. Only through doing that can
and
companies.
you ensure high quality of data. It
International revenues excee4e,
would not be very clever to move data
0(l
million in 1993, and revenu
from all over the world to one place
ve
increased
100'x, per year for
here in the U.S. Here you would only
think of it as data —you could not see
where it would apply anywhere else.
You can add up the numbers, and you
And they will have to be working in recan process them like a dummy, but if
mote groups.
you distribute information, it's differI think the key thing 1 look for is
ent. You must link it up and consolidate
people's capability to communicate.
it. Then your first reporting goes much
Our development groups have fairly
quicker and you get quite a different
loose structures. You don't get anyone
level of data quality.
to write five more codes per day by
kicking him or hitting him and it
Do you find users asking you for
doesn't work with a carrot either. It has
different kinds of information now
to be the environment. They have to
than, say, two or three years ago?
feel challenged. I think we probably
would look at a person's ability to comA couple of years ago the priority was
municate and to exist in an informal
to get those end -of -month figures out
kind of organizational structure.
and reported in time. Today they are
more involved in the processing. They
You shied away from this question
are more concerned with "How do we
a little bit. What are the problems
get those figures ?" And "Do we get
you see for Scala?
those figures in a consistent way ?"
I would like to call them challenges.
As you look ahead toward all these
Look at what happened to word prochanges, what are the kinds of
cessing programs. You had a price of
employees that you will be lookingfor?
$1,000. Suddenly the prices go down.
At the same time, the cost for developThere are two things I believe very
ing the next version gets higher and
strongly in, and they are related to dehigher. Each version of our software
velopment. I cannot see the possibility we develop gets more and more expenof a development team being larger
sive. Also, any software you develop
than 20 people. More like 12 people.
must be for an international market.
r

P

a

t"

Q
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Another item. You have to make
your distribution come up to the mark.
You must be able to move your product —once it's out of your lab and tested and released, you move it out. Our
internal goal is to get it out in four or
five months' time —on every level in
every language.
lAat about another trend? How
Q many
software companies will
survive the next 10 years?

I think there will be fewer major players. The UX, for instance, is probably
the most competitive market because
you have the U.K. people and everyone
from the U.S. with an export ambition
going to the U.K. because it's the easiest language— English. In the U.K.,
about a year to a year and a half ago
there were 2,000 different packages
for general ledger. That will not last.
How does your software
development process work?

First, when we have the development
of a new module or new area we get input from people so we will have a fair
idea of what people think will work and
won't Then we construct a team of
specialists who have good working experience. It's good for a chap who's going to write a manufacturing package
to have at least been on the shop floor
once. There are a lot of products which
it is fairly obvious that they have never
seen a shop floor. We also identify key
users fairly early, not allowing them to
drive the development as such but for
research. But there's quite a large difference if you're going to develop
software for a specific client than if
you're going to do something that
will work in a lot of places for a lot of
different users. Once the product is
out, we are on what we call a release
cycle which is between 12 and 18
months.
One of the most important sources
we have for input is our users and everyone working with them. So we operate with a number of different quality
boards.
What are the enhancements ofyour
new release (Scala 4.11 ?

The obvious enhancement is what you
call chaotic instruct management —the password of the
day —which allows you to do batch
traceability to the extremes and to
batch costing in branch offices. That's
one major area.
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Do you have things on the drawing
board into the future that you can
talk about?

Q

We see trends on which we are working. A lot of organizations talk about
EDI. People make in -house file transfers, and they like to call that EDI. But
real EDI definitely is coming. Other
trends we see are —you get meaner
and leaner, for instance, and inventory
management is shared between companies. In Europe we see this —where
before they used to have a warehouse
in each country, now they move the inventory all back to one warehouse.
There's also shareware. And we are
looking at team management —when
you actually start to question things totally. For instance, why should you
send me an invoice? If I sent you a purchase order, I am legally bound already. Once you receive the goods, you
are approved; then obviously you see
when you should release the payment
and you don't bother about the invoices and stuff. The only problem is
to get the accountant happy about the
disappearing invoice.
How do they seem about that so far?
Have you talked to any?

Q

I talked with a number of people from
Nabisco who are looking at this. I
agreed with them that it is totally stupid to keep the invoice. But from a legal point of view, you are only committed to a sale with a P.O., so the invoice
is only a paper that says, "please send
me money."
We also see virtual organizations
getting closer. That ties in with quality
trends. If you are supplying to a plant,
you are not delivering to one
place —you are actually delivering
straight down to their production line.
And you had better be sure that your
quality is correct.
To shift gears a little bit, what part

Q

of your job do you enjoy the most?

The developing of the product and the
marketing —that's probably the most
fun and the most challenging.
Are you a hands -on type person? Do
you actually get involved in
developing?

Q

Probably too much. Since I was there
from the beginning, I'm still curious to
know whether things could be done in
a specific way. But now I have too many
other things to do. I'm probably not a
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good chap to develop things to the end.
But I can get some good ideas in my
travels. Last year I traveled 150 days
and flew 12 laps around the world.
What's the product you're proudest

Q

OR

Within Scala, I think that it's the module system we did for manufacturing
and for service organizations.

Q

technology will change, and you'll
have thousands of small satellites flying so you can get everywhere to everywhere with your systems. Also, everyone has a PC —at least one —some
people have three or four —so you
have to be able to start consolidating.
Some people are saying the worst
thing that ever could happen to the role
of the controller was the creation of
Visicalc or Excel because suddenly
you gave people their own reporting
devices.

lVVhat about Scala Remote?

That's fascinating because it has generated a lot of interest—it has made
people start thinking. There's nothing
special with the printing —it can run on
an HP 2000. But we had Scala running
in my pocket. What we have done from
a technical point is multimaster. The
problem today is where you have all
these people running around with
their notebooks —how do you consolidate your data? What is correct? What
is wrong? If you don't have anything to
do with it, everyone creates his own
empire of data. "I download to my machine. This is my data." Suddenly, even
in smaller organizations you end up
with 15 versions of the truth.
So we created a multimaster. There
is no one that is THE master. You as a
salesman can be out in the field doing
your changes. The executive back
home can do the same exact changes—can do the same exact record. By
the end of the day, you just press a button, and instead of going to in -house
mail —the communication —we just
use standard E -mail. We put it into Email message, and you out in the field
can send your E -mail message back to
your secretary or your assistant, and it
automatically is consolidated into their
system.
Scala Remote creates a very wide
area network —so wide that there is no
connection. It actually fits into a lot of
different situations. Today you really
don't have to be on -line in most situations that we talk about. So we got
more response to that technology than
we expected. One company in New
York wants to hook up to their Moscow
office with this concept.
So do you see that as the office of

Q

the future?

It's very difficult to say what the office
of the future will be. You have all these
trends like "why should we have an office for salespeople because they
shouldn't be there at all." Obviously

Everyone can be his own
controller?

Yes. So instead of a controller giving
me a report out of the system, I get the
data and do some massaging and create my own report. The impact of this
is not fully obvious yet. Yes, its good
that the report looks nice, the graphics
are interesting, but the user has to
have a good understanding of what he
actually is doing.
ff*ich most people who don't have
some kind of controllership
training wouldn't have.

Q

Yes. That's why it is important to have
the controller help others under stand—to ensure the consistency of
data.
One last question. What tools do
controllers and management
accountants need to do theirjobs better?

Q

I think one important thing is consolidation —and Scala, obviously, is an example in this area. Other important areas are the use of communication —
E -mail is totally essential —the world is
running so much quicker. We used to
help an American company, a big one,
one that makes cigarettes —and they
used to close their books at the 20th every month. And the year they closed
at the end of November in order to get
the consolidated data out in time in
New York. You can't do that anymore.
You cannot run your business on assumptions. You must be aware of and
understand how financial data should
be used in an organization.
The most important thing for the
controller is to have a much better understanding of what systems do and
the possibilities they open up. Because
otherwise it would be impossible to fulfill your role. Even if you don't like to
get involved in the action, you have to
understand what the business is all
about.
■
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financial

How you can simplify
BY KEITH R. HERRWNN

components to be integrated effectively in the strategic planning process, a
large volume of ideas must be organized and complex issues analyzed and
resolved.
The strategic plan should articulate
clear long -term objectives from which
specific near -term goals are derived.
The way to achieve these goals and objectives most effectively is by using an
organization chart. Just as an organization chart arranges a company into divisions, it also can sort related ideas into groupings. In addition, the visual
display of relationships helps ensure
that the corporate vision together with
the related objectives and strategies
are in alignment. The organization
chart format ensures completeness,
tests for reasonableness, and highlights interrelationships and dependencies among the elements of the
strategic plan.
Figure 1 can be produced easily in
most presentation software packages.
The corporate vision has been placed
in the box where the CEO is listed on
a traditional organization chart. Re-

porting directly to the CEO, in the boxes usually reserved for group presidents, are the objectives. The objectives' "direct reports" are the specific
strategies that will sustain the objectives over time.
Finance professionals often play a
key role in the strategic planning process by integrating detailed divisional
plans into a master plan. One of the
most valuable elements of this master
plan is a written document summariz,
ing each divisional or departmental
strategy and its interrelationships.
The organization chart with its display of various plan components is not
a substitute for the subjective assessment of central issues and marketplace
realities. Moreover, the chart is by no
means the only effective way to summarize a strategic plan. Rather, it demonstrates how to adapt one readily
available tool to a new application. The
end product is a one -page summary
that clearly identifies vital issues. This
ensures that no important elements
are overlooked and helps a company
achieve its goals.

N::::l
FIGURE I/ORGANIZATIONALCHART ORTHESTRATEGICPLAN

—

—

—

Mission 1
—

n today's high- pressured business environment, how concisely
you deliver your message is as important as the message itself. Almost daily, finance professionals are
called upon to express complex issues
in their simplest form, artfully integrating both financial and nonfinancial information. Making presentations well
provides an invaluable service to an organization and, at the same time, enhances a financial manager's reputation and prospects for advancement.
Often throughout my career I have
been challenged to express complicated issues on one sheet of paper.
Achieving coherence in a persuasive
one -page presentation requires limiting the available data. I try to distill an
issue to its essence and to answer the
question: "How can this information be
delivered to the CFO in its most useful
form ?"
How you distinguish your analysis
from that of your peers and competitors sets you apart and gives you a personal and corporate competitive advantage. The following techniques are
valuable additions to your current
"toolbox." They will strengthen your
proficiency in making concise, effective presentations.

presentations.

THEONEMPAGECFO

THESTRATEGICPLAN
he corporate strategic plan is one
way of condensing a large amount
of data into a concise, single -page
format. Corporate strategies have
many components that balance the
competing interests of customers, employees, and shareholders. These
components are held together by a single vision or "driving force" that usually is articulated by the CEO and that
might include strategies for finance,
marketing, manufacturing, and research and development. For these
MANAGEMENT ACCOUNTING/FEBRUARY 1995

Mission 2
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Strategy 4A

Strategy 1 B
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FIGURE2 / WATERFALLCHART
FORGRANTSOFAUTHORITY
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GRANTSOFAUTHORITY
o remain competitive, a company
must achieve the maximum benefit from its fixed assets. To that
end, the capital allocation function is vital. At the heart of an effective decision- making process regarding capital
investments are procedures that are
established and documented clearly.
These procedures may include poli-

150

cies, capitalization guidelines, lease
vs. buy instructions, and reporting
requirements.
Companies often consider prospective capital projects during their annual
budgeting process. These assessments later facilitate the capital approval process when the actual requests
are received. At many companies, proposals for capital projects are communicated to management via a formal re-
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quest for authorization. These requests generally include focused statements reflecting the strategic direction
supported by a wide assortment of research results, reports, and schedules
justifying the project.
Capital appropriation requests are
approved at different management levels, depending on the amount of each
request, and approval signatures must
be obtained before a company makes
commitments to spend money. The
sign -off process also helps to assign appropriate accountability for the eventual success or failure of a project. An effective capital allocation procedure
requires that everyone in the business
understand and adhere to the amount
of authority he or she has been granted. Spending limits are a critical element of that authority. Figure 2, a waterfall chart, is one approach to
presenting spending limits.
As part of a review of the capital allocation process, a company may want
to examine its current spending limits
and make revisions better reflecting
changes in the organization's structure or an individual's responsibilities.
To determine the appropriate limits, a
company can evaluate the number, dollar value, and types of projects requiring approval at various levels. A waterfall chart facilitates this process. For
example, one outcome of this type of
analysis might be to triple (or to cut in
half) spending authority throughout a
company.
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Types of
Start-Up C9

Product
Cost
Exp
xpens

Descripti
Related to acceptance of the equipment; is equipment built to
specification?

Pilot Run

Testing of product in a plant environment.

X

Direct Labor
Cost Prior to
Production

Individuals hired to perform direct labor functions prior to the start of
production (usually in training or working on the pilot run).

X

Spare Parts/
Tooling

Short-term life, prior to production, part of making equipment ready for
production; or long -term life.

Travel

Travel prior to start-up and related to the project.

X

Training

Costs of training employees on equipment, team concepts, quality, etc.

X

Plant
Rearrangement

Physical changes to the plant such as walls and wiring; movement of
equipment or fixtures.

Indirect
Salaries

Facilitators, supervisors, and engineers who devote 10091. of time to the
project prior to production.

Technical
Support

Temporary engineers and consultants hired for project.

Rework

Pilot run production that is reworked prior to production start-up.

Production
Correction

Rework due to changes in the specifications.

Air Freight
A

A. Equipment
B. Materials for pilot production

Ramp Up
Variance

Caused by operating at less than standard load, at the start of production;
short duration (8 -12 weeks).

&

Acceptance
Qualification

THEBRIGHTLINE
llocating capital among divisions
is challenging, especially when
each division is a unique combination of mission, products, investment, and environment. And, once
these decisions are made, how is the
plan presented?
A company can assess whether it is
making optimal capital expenditure decisions by underataking competitive
benchmarking. After benchmarking,
measuring Return on Equity (ROE) or
analyzing Economic Value Added
(EVA) sets the aggregate level of capital expenditures for each division
within the company. To present a capital allocation plan on one page, the level of expenditures can be shown as a
straight line. In our example, the capital expenditure target is referred to as
the "bright line" (see Figure 3).
The bright -line graphic is an effective way of organizing a set of highly
labelled numbers. The bright line in
Figure 3 has been set at $100 million,
representing the company's investMANAGEMENT ACCOUNTING /FEBRUARY 1995

ment in capital expenditures during
the next year. Furthermore, the
$100 million will be split among five
divisions:
■ $5 0 million for the Utensils
Division;
■ $10 million for the Pots Division;
■ $15 million for the Pans Division;
■ $2 0 million for the Napkins
Division; and
■ $5 mi l li o n fo r th e P lace M at s
Division.
The bright -line graphic also displays the key capital projects for each
division, their cost, and their level of
strategic importance. A project immediately above the bright line is "nice to
do," but not essential, while a project
below the bright line is important but
would be eliminated in the event that
funds were not available.
In Figure 3, if an incremental $1 million became available for the Utensils
Division, then the height of the bright
line would be raised and that division
would invest in the "Two- Handle Fork"

X

4i
X

X

X

X

X

project. Conversely, if capital funding
became scarce and the line were lowered accordingly, then the first project
to be cut by Utensils would be the $5
million "Global Fork" project. Using
the bright -line chart forces management to make objective "what -if" decisions. Often the advance development
of an alternative strategic plan makes
the difference between business success and failure.

THEACCOUNTMATRIX
uring data entry into the general
ledger, finance professionals determine expense allocation.
Nonfinancial managers need expense
allocation information without being
overwhelmed by detail. A plant controller can use an account matrix (Table 1) when explaining to managers at
a manufacturing site the associated
startup costs for launching a new product. The matrix classifies the types of
startup costs that are expected, describes each one briefly, and shows
how each type of cost will be recorded,
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FIGURE 4 / THE
FINANCEPYRAMID

that measurement is improving and, if
so, its rate of change.
Measurements overemphasizing
one area at the expense of another can
lead a company off course. In Figure
4, cash flow straddles the income statement and the balance sheet because its
measurement is driven by the effective
management of these important financial tools, and it is the foundation on
which a business rests. The pyramid is
a one -page summary that nonfinancial
managers can interpret easily. Also, by
focusing on measurements that straddle the income statement and balance
sheet, financial managers help create
a balanced and integrated approach toward planning and budgeting. Using
the financial pyramid helps "close the
loop" on financial measurement by ensuring that no important elements are
overlooked. As a presentation format,
the image of the pyramid is powerful,
enduring, and simple —often more
compelling than mere facts and
figures.

Return\
i
'

on Net
Assets

Income
Statement

� e� oo� 0

O
Gross

aey

Income
Taxes

Selling.
General &

Fixed, I petit
W.orkin

Margin

Cash Flow

that is, as product, period, or capital
costs. In Table 1, the accountant has
set up three distinct categories for allocating costs in language plant personnel can understand.

FINANCE PYRAMID
n most companies, finance profession als h ave b een train ed to interpret an d integrate large amo unts of
data. Unless disseminated clearly, data

maybe misinterpreted by persons with
limited understanding of how the data
relate to a company's objectives. The
Finance Pyramid (see Figure 4) is one
way to avoid misinterpretation by demonstrating that the various components of the income statement and balance sheet are building blocks that fit
together in one connected structure.

on company revenues, and production
data become part of total costs and
expenses.
At the top of the pyramid is the company's financial performance target or,
as in Figure 4, Return on Net Assets
(RONA). Depending upon the audience for the presentation, this measurement just as easily could have
been Return on Equity (ROE) or Economic Value Added (EVA). Every item
below the apex of the pyramid is a value driver that helps shape the top measurement and det ermines whether

FIGURE 5 / VENN
DIAGRAMFORMANAGEMENT
INFORMATIONSYSTEMS

In Figu re 4, sales, gro ss m argin , an d

selling, general and administrative
(SG&A) expenses are included among
the building blocks that make up the
income statement side of the pyramid.
Working capital, fixed capital, and debt
are the building blocks on the balance
sheet side of the pyramid.
A manager who has a specific objective involving one of these blocks gains
a better understanding of its contribution to the overall financial plan. For example, a vice president of sales who
has a sales objective or a vice president
of manufacturing who has a productivity or gross margin objective can use
the pyramid to determine where his or
her objective fits in the company. Sales
data are transformed into information
58

MRP

ventory €
.Control

DRP

Shipment
Planning
Order

Management

/

THE VENN DIAGRAM

0

tie of the m ost challenging ar-

eas finance professionals face is
management information systems (MIS). A variety of factors, including changing technologies, requests for information, or rapid
growth, may indicate the need to reengineer these systems. It can be difficult
to explain to senior management that
the company's systems are obsolete or
that existing financial applications no
longer are adequate.
When it comes to making a presentation on systems, less may be more in
that generally it is more productive to
provide only the most essential information. A detailed data flowchart may
be a required first step for the systems
analyst reengineering the flow of data
within an organization. A detailed data
flowchart, however, can be complex. A
senior executive may be interested in
reviewing such a chart but more likely
will want to understand a few key
"takeaways."
In Figure 5, the presenter wants to
make the case that one critical component of the total MIS system needs to
be replaced. This component interfaces with several other computer systems, but there is no need to describe
all of the automated and manual processing creating the links among the
various system s.
The Venn diagram quickly comm u-

nicates the overall systems environment. The sizes of the circles vary in
MANAGEMENT ACCOUI rMNG /FEBRUARY 1995

Jump 2

Score of 2: Choice A�—Jim V
Score of 3: Choice C —Jim
jumps, but the boat stays
] jumps, and the ship sinks.
afloat. He would be alive 7 He would have committed
but disgraced.
a cowardly but justified act.

Stay L�

Score of 4 (best): Choice
B —Jim stays on board,
and the ship floats. He
would be a hero. and no
one would die.

11

Jim

proportion to th e im po rtan ce o f each
individ u al co m p o n ent, an d the in ter-

sections of the circles convey the extent of the relationship among the
systems.
PAYOFF TABLES
payoff table is a useful tool for
evaluating choices. It is a simple,
one -page alternative to more
complex models s uch as decision
trees. Payoff tables are helpful in making investment and budgeting decisions. This technique requires identifying profits and associated costs
under various scenarios.
Table 2 constructs a payoff table for
the main character in the novel by Joseph Conrad, Lord ftm. The example is
nonquantitative, but it outlines a decision maker's procedure for identifying
preferred alternatives based on all possible outcomes.
In the novel. Jim is first mate on the
Patna, an old steamer with 800 religious pilgrims on board. On a dark
night, while out at sea, the Patna is crippled when it runs over some floating
wreckage. Jim believes the boat is
about to sink, and there are too few lifeboats to save the pilgrims. The other
officers lower a lifeboat; Jim is surethat
the Patna is about to sink. He either
can stay on board or jump off. The Patna also will have one of two outcomes:
It will sink, or it will float.
There are four possible outcomes to
Jim's decision alternatives and the ship
scenarios. They are:
A. Jim will jump, and the ship will stay
afloat.
B. Jim will stay on board, and the ship
will stay afloat.
C. Jim will jump, and the ship will sink.
MANAGEMENTACCOUNTING /FEBRUARY 1995

1

Score of 1 (worst): Choice
D —Jim stays on board,
and the sh ip sinks. He
dies.

D. Jim will stay on board, and the ship
will sink.
The next task is to rank the possible
outcomes from most desirable (a score
of 4) to least desirable (a score of 1).
Jim would rate t hese outcomes as
follows:
•�Score�of�1�(worst):�Choice�D�Jim
stays on board, and the ship sinks.
He dies.
•�Score�of�2:�Choice�A�—Jim�jumps,
but the ship stays afloat. He would
be alive but disgraced.
•�Score�of�3:�Choice�C�Jim�jumps,
and the ship sinks. He would have
committed a cowardly but justified
act.
•�Score�of�4�(best)�:�Choice�B�—Jim
stays on board, and the ship floats.
He would be a hero, and no one
would die.
In Table 2, the numbers in the boxes of the matrix correspond to the Est
of outcomes presented above. Jumping is restricted to the upper row of optio n s ( 2 or 3) . S im ilarly, stay ing on

board allows only the lower row of options 0 or 4).
Jim evaluates the alternatives under
uncertainty. Given his preference and
risk strategy, he then selects his best
alternative under good conditions or
bad conditions. If Jim has a conservative approach, he will choose the first
strategy, which is to jump (indicated by
the shading) . Here, regardless of what
the ship does, Jim is guaranteed to
avoid his minimum outcome (choice
rated 1, or death). This strategy is
called " maximin," or maximizing the
potential minimum outcome. In the
novel, Jim jumps overboard. He selects
a co n servative m axim in strategy and

plays the middle ground (outcome of
2 or 3) rather than playing for the extremes (outcome of 4 =best, or 1 =
worst) .
Lack of data is rarely a problem for
a management accountant. Rather, the
problem is to distill those data and
present them coherently. A poor presentation contains too much informatio n o r in f o r m a t io n t h a t is not arranged in a useful way. A rich
presentation often combines words,
numbers, and graphics. Graphics add
punch; words and numbers clarify. Every second counts, and saving time is
one of the best corporate contributions and career investments a financial manager can make. Keep your
"one -page" toolbox well stocked, and
always reach for th e clearest presentation techniques.
■

Keith Herrmann is manager- financial
analysis at Black &Decker, Towson,
Md. He is a member of the Baltimore
Chapter, through which this article was
submitted, and he can be reached at
(410) 716 -2912

For sup e r ior
Fi xed Asset Ma na gement

PRO -FAS
•�Performance
•�Ease�of�Use
•�Intelligent�Data
Entry
• Asset Disposal
and Transfer
•�Data�Import�and
Data Export
• DOS/Windows

For Fre e,
no o bl i g a t i o n
wo r k i n g d e mo ,
ca l l :

DECISION SUPPORT TECHNOLOGY, INC.

41 Spruce Run, Ramsey, NI 07446
(201) 934 -9259
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SQL *TIME ORACLE-BASED
ACCOUNTING
SOFTWARE
esign Data Systems released
SQL *TIME Financials in 1991.
The software is written in
ORACLE and runs on more than 92
platforms including IBM, SUN, HP,
DEC, Novell, NT, SCO, and OS /2.
The company recently shipped version 4.5 for Windows and Motif. The
source code is provided with every
installation, which is critical for companies with their own in -house programmers, such as Fuller Company
of Bethlehem, Pa.
Seeking an Oracle -based solution
staff members could enhance, Fuller
Company, an international engineering and project management firm,
chose SQL*TIME because it was
written using the latest Oracle development tools, and Fuller liked the
pure client /server architecture for
which it was designed.
"In this environment," said Dave
Pinkus, MIS director at Fuller, "it is
critical that our software vendor meet
very high standards of performance.
We chose SQL*TIME over other options because of Design Data's purity
of design, technology and programming philosophy, its disciplined approach to development standards,
and the functionality of the software
itself. We can build on SQL *TIME
better than on others. We felt more
comfortable with it."
With 70% of its volume being international, Fuller Company operates
several plants and a dozen offices in
five continents in addition to its head60

quarters facilities in Bethlehem. With
SQL*TIME, Fuller replaced its entire
set of mainframe financials and its
custom purchase order system residing on a 500 node Novell LAN along
with other applications. SQL*TIME
Payroll will link projects and other
time sheets to ADP. The Contacts
Management system within
SQL*TIME will provide important
benefits in tracking prospects and the
status of pending business.
SQL*TIME requisitions and multicurrency modules augmented the

purchasing and financial system.
The new system was implemented
on Novell. It consisted of 500 PCs including 80 CAD stations, with five file
servers and 40 gigabytes of storage,
connected by router to Denmark and
by bridges to other locations. With
SQL *TIME, the system will grow to
at least 700 stations, carrying heavy
concurrent usage of SQL*TIME and
Oracle. Future plans call for cooperation between Design Data and Fuller
in the areas of imaging, workflow
technologies, and CASE.
Why SQL*TIME? The product is
loaded with features, but it isn't complex. If you don't use the features,
you don't ever see them. SQL*TIME
consists of four major product lines
developed for diverse industries: accounting and FASB compliance for
currency reporting, distribution, contacts management, and project accounting for activity-based costing,
which also supports billing for time
and expenses and for managing
work -in- process.
The general ledger includes a 30character user - defined general ledger
account structure, unlimited levels of
roll -ups for departmental and consolidated reporting, sophisticated cost
and revenue allocations, unlimited
journals, and powerful financial state-

MANAGEMENT ACCOUNTING /FEBRUARY 1995

ment reporting. Budgeting for dollars
and units for actual comparisons are
optional. Budgets are loaded easily
into any spreadsheet for manipulation
and then can be loaded back into the
database.
SQL *TIME Accounts Payable includes quick, comprehensive invoice
entry systems with optional routing
for approvals, automatic P.O. matching, predefined expense allocations,
vendors "on the fly," and segregation
of duties within a department. Its
check - writing options make managing cash seem easy.
The accounts receivable module
comes with a simple invoicing and
sales system that supports virtually
all types of transactions including
write -offs, cash advances, and automatic application of cash to outstanding invoices. Collections management
is simplified as credit problems are
displayed automatically.
Order entry processing includes
virtually all types of orders, such as
credit cards, standard orders, and
quotes. Unlimited notes can be used
for workflow order management and
can be designated to print virtually
anywhere on reports. Pricing and discounting rules are established with
optional exceptions by customer.
Commissions can be split by up to
three sales reps and reconciliation of
payment tracked. Orders can reserve
stock, request that it be transferred,
drop shipped, or purchased automatically. Order entry is fully integrated
with inventory, usage, and sales analysis tracking. Lot /serial tracing,
RMAs, and efficient customer service
is made easy with the multiple windows interface.
Inventory usage and forecasting
are key to managing future stock levels, min /max, EOQ, and manual replenishment controls. Replenishment
is economically driven and synchronized with normal vendor purchasing
cycles. Low stock and spikes in usage
are displayed automatically. Multiwarehouse options include tracking
transfers, requests, and stock in transit. Lot /serialized inventory options
are available along with average costing. LIFO, FIFO, and FILO are expected early this year.
Purchasing supports requisitions,
approvals, simple item requests, vendor quotations, and consolidations,
and it is always checking for duplicate purchasing. Drop shipments and
vendor statistics for cost and time
variances are tracked. Integration
with Payables ensures you pay for
MANAGEMENT ACCOUNTING /FEBRUARY 1995

Only one financial
placement firm comes
tipa big winner...
accountants oncall
by Hearty 6 to i

IN A NATIONAL
•
BYOPINIONRESEARCHCORR,

accountants
on calf

customers rated the quality of service provided by
accountants on call's internal staff best by nearly
6 to 1 over the next leading national specialist.
In fact, 51 of those polled use aoc exclusively.
So if you're looking for the one specialist that can
meet your temporary accounting and bookkeeping
needs, call your local aoc office or 1-800-327-1117
today. Chances are, you'll hit the jackpot too.

01992accountantsoncall
'Independentsurveyof temporaryaccountingplacementservicescustomersconductedbyOpinionResearchCorporation,Princeton,NJ
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what you buy.
SQL*TIME Project Accounting
tracks every cost associated with all
activities and phases of a project, including budgets. Projects can be billable and can be integrated with accounting and receivables. Project
activities and WIP are managed easily, even for remote activities transmitted electronically. Scheduling and resource management options are due
to be released soon.
The Contacts Management module is primarily for managing contacts
and longer pre -sales cycles. It comes

standard with user - defined events
and notes tracking and a tickler system to manage follow -up activity.
Quotes and forecasts can be prepared
for sales /marketing statistics. A
mass - mailing system also is included
with optional telemarketing and follow- through tracking.
Design Data Systems can be
reached at (800) 655.6598 or 11701 S.
Belcher Rd, Suite 105, Largo, FL
34643. Software is sold direct and
through certified partners. Prices
start at $4,800 per module.
Circle No. 59
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IMAGROUPINSURANCEPROGRAM
HELPSSECUREYOURFINANCIALFUTURE
With:
• Group Rates
• Portable Coverage
• Valuable Benefits

DISABILITYINCOME PLAN

IN- HOSPITAL PLAN

Most of us believe that a disabling illness or
accident happens to other people- -and not to
us. But, statistics show that the likelihood of a
disability is six times greater than death for
workers between ages 35 and 65,*

embership in the Institute of
Management Accountants has many
benefits. It keeps you abreast of the
latest developments in your field and provides a
network of colleagues with whom to exchange
ideas. Membership also provides another very
valuable benefit- -the opportunity to participate
in the IMA Group Insurance Program.

Disability insurance helps ensure that your
most valuable asset- -your ability to earn an
income - -is protected if you cannot work
because of illness or injury. Remember, your
bills won't stop just because you've stopped
working.

If you are hospitalized, your current basic
health plan may cover only part of the costs
incurred. The IMA In- Hospital Plan makes up
the differences with member benefits paid
directly to you, regardless of any other health
coverage you may have.

• Is my employer - provided health insurance
sufficient to pay the costs of potential six figure treatments for cancer, heart disease
and other serious illnesses or accidents?
• if something unexpected happens and I'm
unable to work, will I be able to pay medical
bills and normal household expenses?
• Will my family be able to meet its financial
needs in the event of my death?
if you've answered "no" to any of the above
questions, then you may need the protection
provided by the IMA Group Insurance Program.

TERMLIFEINSURANCE
Married or single, with or without children,
nearly everyone should carry some form of life
insurance. The IMA Term Life Plan can help
insure that mortgage payments, college tuition
and credit card bills can he paid even if you
aren't there to help.
• High Benefit Levels
Members and spouses are eligible for up to
$300,000 of coverage. Also, each unmarried
dependent child is eligible for coverage.
• NewTerminal Illness Benefit
This benefit is designed to provide terminally
ill insureds the option to have a portion of their
life insurance benefit paid while they are still
alive. A lump sum payment from 25 to 75 percent of the current benefit in force can be
requested.

HIGH-LIMIT ACCIDENT PLAN
The IMA High -Limit Accident Plan helps protect you and your family against the high cost of
a serious accident or death. Whether you're at
home, at work, or on vacation, this Plan provides 24 -hour coverage you can depend upon- and acceptance is guaranteed. You can select
up to $510,000 of coverage for yourself, and
benefits are payable regardless of any other
insurance you might have.

EXCESSMAJORMEDICAL
PLAN
As costs for health care increase, the need for
this type of coverage becomes even greater. Once
you have exceeded the limit of your basic medical
plan, the IMA Excess Major Medical Plan pays up
to $2,000,000 per benefit period toward your
medical expenses. You can request coverage for
yourself, spouse and eligible children.
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Whether you're just starting to build your
insurance portfolio or already have insurance
through another source, we encourage you to
seriously consider the Institute- sponsored program. Just ask yourself the following questions:

• Up to $5,000 in Monthly Benefits
Two options are offered that allow members
to select their benefit period. Both options offer
from $400 to $5,000 a month in $100 increments. You can also choose from three different
waiting periods.

am
I

&

=

GOING THE DISTANCE

CANCEREXPENSEINSURANCE
Being diagnosed with cancer is emotionally
devastating, and the financial consequences of
treating this disease can be as well. This new
Plan protects you and your family from the high
cost of cancer treatment with a maximum
$250,000 lifetime benefit paid directly to you.

MEDICARESUPPLEMENT
INSURANCE
If you currently rely on Medicare, you probably know not all medical expenses are covered.
This IMA Plan helps pay those uncovered
expenses which you would otherwise have to
pay out of your own pocket.

LONGTERMCAREINSURANCE
If you or a loved one needs any type of long
term care, this Plan can help protect against the
rising cost of Nursing Home and Home &
Community Care. It provides skilled, intermediate and custodial nursing home care as well as
an Optional Home & Community Care benefit.

SMALL BUSINESSGROUP
INSURANCEPLAN
if you're an IMA member who owns, or is a
principal of, a small firm, this program can provide coverage for your valued employees through
a variety of benefits including life insurance,
comprehensive major medical insurance, managed indemnity and PPO options, optional dental
and short-term disability insurance.

CALL USFORMORE
INFORMATION
To find out more about the IMA Accident
and Health Insurance Plans, call1800 4249883. In the Washington, DC area, call (202)
457 -6820. For information on the IMA Term
Life Plan, call 1800 225 -6758.

OFFICE
TECHNOLOGY

tems; automatis development

-_

of base-case
budgets; detailed history
and all other information presented in the same spreadsheet; unlimited budgeting and spreading
methodologies; sophisticated fixed/
variable labor computations; and a report writer for any type of report, including income statements, balance
sheets, and cash flows.
Circle No. 64
Graphic M *I *S has designed the
FINGRAPH 1 -2 -3 Add -in with the Fi-

CLAIRBARTH. EDITOR

nancial Statem ent and 1040 tax return

SOFTWARE
PLATO Software has released the
new version of its modifiable business
and accounting software package,
P &bPro Version 2.0. P &L-Pro is a
complete and affordably priced package that can be modified by users,
even nonprogrammers, to fit their procedures and operations precisely.
Version 2.0 features faster general
ledger posting, simplified setup, better- looking screens, and optimized
performance. It also includes two
new modules, payroll and inventory
control.
Circle No. 60
DacEasy, Inc. has released version 2
of DacEasy Accounting for Windows.
This new version is the first model of
its Contact Accounting line—program s that in tegrate acco un tin g an d
com mun ication
tools. Version 2

q

includes new
Call Tracker,
Call Activity,
Time Minder,
DacMail, and
Personal Assistant as part of its
suite of communication tools.
Updates to the accounting features include adding back orders, finance
charge calculation, and memorized
transactions.
Circle No. 61
Solomon Software is shipping a new
module of Solomon ITm for Windows— Purchasing —and a new version of Solomon IV, release 1.5, which
offers significant enhancements to the
performance of this SQIfbased, WinMANAGEMENT ACCOUNTING /FEBRUARY 1995

dows accounting information system.
It includes a new Client Edition for single -user sites. Among key benefits of
the new version are several new
screen s, im proved processing speed
fo r Detail General Ledger report,
and a simplified update installation
process.

Circle No. 62
SourceMate Information Systems,
Inc, has introduced its AccountMate
Professional 4.0 Manufacturer's Inventory module. This updated inventory
production and tracking system provides a comprehensive bill of materials program for manufacturing com pa-

nies. Some of the more notable
features include the following: a bill of
materials that details the manufacturing process for finished goods; tracking of up to 999 subassembly levels
with unlimited individual job numbers;
independent units of measurement for
each raw material item; a material adjustments tracking system that reports material adjustments due to
shrinkage, theft, damage, or other
loss; posting of work -in- process by
work order number before an entire
job is complete; posting of finished
jobs to current and prior periods; and
the ability to audit all transactions by
job number.
Circle No. 63
SRC Software, Inc. has released version 5.0 of the Budget Advisor for Windows, featuring significant enhancements to its Advisor Series. The
Budget Advisor is ideal for organizations that use Lotus 1 -2 -3 or Microsoft
Excel during any phase of their budgeting cycle. The Advisor Series features a user - defined optimal level of
detail; full integration with the industry's mo st popular general ledger sys-

templates to help users of Lotus 1 -2 -3
for Windows see and understand their
financial statements and tax returns.
This package enables users to embed
financial graphics into other applications, print financial graphics directly
from Lotus 1 -2 -3, or save them to file.
The Fingraph Add -in for Lotus 1 -2 -3
extends the ® macro function library
to include all the commands neces-
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Conventional
spreadsheets can't cope
with uncertain or fuzzy numbers.
But now there's Fuxi Cak. This
Windows spreadsheet uses revolutionary
fuzzy math technology to achieve
breakthrough performance.
Making models with Fuxi Cak is
quick and easy. And if your numbers are
fuzzy to begin with then FusiCak gives
you the right and fuzzy answer. Call now
for FREE information.

800 - 472 -6183
FAX (615) 588 -9487

Inc.
Fux i Calc FuziWure,
P.O. Box 11287
I he Fuzzy Spreadshcer'

Knoxville, TN 37939 -1287
(615) 588-4144
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sary to build and use the Fingraph
charts. The 27 different chart types
are based on the Financial Graphic Alphabet, the standard in financial
graphic reporting.
Circle No. 65
PlanView Inc. is offering the Planview system, which places the Windows -based user interface and decision su pp ort on the lo cal co mp uter

and communicates through the local
area network with an SQL database on
a common server. Users can request
or update information. The software
easily integrates information with billing, accounting, human resources, or
other corporate information systems.
On demand, production reports can
be called from the library of standard
reports or produced from any standard SQL report writer or the integrated report designer. A presentation quality bar chart production system is
included. Charts can be printed on any
Windows-compatible printer or plotter
or embedded in spreadsheet, presentation, or word processing documents.
Files can be exported in spreadsheet,
database, or ASCII format to be used
with other packages.
Circle No. 66
CIA Software has introduced Competitive Intelligence Agent (CIA) software, a comprehensive guide to locating thousands of sources of business
information. The user types a keyword, and the program produces a list
of sources that have information on
the topic. Sources include market analysts, business databases, regional
newspapers, trade associations, regulatory agencies, congressional committees, county recorder offices, Internet servers, think tanks, research
laboratories, hacker hangouts, and unions. CIA contains a Librarian with full
description of hundreds of strategic
databases worldwide. Published twice
a year, it consolidates information
from industry directories, research
manuals, business databases, public
indices, and the Internet into a single
system.
Circle No. 67
Disclosure has introduced EdgarPlus
on CD, a CD -ROM (compact disc) version of its EdgarPlus database of Securities & Exchange Commission filings.
The new product will operate under
the same Easy Menu Search platform
shared by a number of Disclosure's
widely used CD -ROM corporate databases. The software will provide ac64

cess to current EDGAR filings, with
keyword searching of all filings across
companies and instant access to all
fielded items. Subscribers will receive
monthly discs containing the latest filings, enhanced by Disclosure's value added formatting and field tagging.
Circle No. 68
Scientific Computing Associates
Corp. is shipping the SCA Forecasting & Modeling Package for forecasting and time series analysis. The
mainframe and workstation versions
provide almost everything from exponential smoothing, regression analysis, Box Jenkins ARIMA modeling,
and multi- equation transfer function to
multivariate vector ARMA modeling.
The PC- EXPERT product for univariate time series analysis and forecasting is available for Microsoft Windows
and DOS environments. It features
automatic Box Jenkins ARIMA modeling and includes exponential smoothing, regression analysis, a convenient
identification method for transfer function modeling, intervention analysis,
and more.
Circle No. 69
Judy's Applications has updated Judy's TenKey,T°' a powerful Windows
calculator. New features in version 3.0
include an editable
tape that autom ati-

cally recalculates
when you make
changes, right
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mouse button pop up m enus, support
for Windows 3.1

common dialog
boxes, and easy -touse financial dialog
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boxes that record
their calculations
on the tape, which
you can save or print. The calculator
allows users to configure their own
custom calculator, choosing which
buttons to show on the screen, how to
interpret user typing (as an adding
machine, RPN, or standard calculator), how to display numbers, and

more.
Circle No. 70
Concepts Dynamic Inc. has added
CDI Purchasing to its CDI Financial
Control System. It is integrated with
the CDI general ledger, accounts payable, credit management, and fixed assets modules. CDI Purchasing automates procurement and receiving
operations. It is written in INFORMIX-

4GL for use with Informix relational
databases in an open, client /server
computing environment. On -line requisition submission, approval, and
automated purchase order creation,
combined with complete receipt history and vendor performance analysis,
provide management with up- to-theminute information and control over
the purchasing process.
Circle No. 71
WordPerfect has released WordPerfect@ 6.1 for Windows. New features
are 50 templates for business documents; QuickFormat; QuickCorrect,
which automatically corrects spelling
errors on the fly; the Table Expert,
which includes a number of predefined styles; and the Make It Fit Expert, which can expand or shrink a
document up to 50% more or less than
the original size. WordPerfect 6.1 also
includes speed improvements in spell
checking, scrolling, printing, and
working with documents that contain
headers, footers, footnotes, and end notes.
Circle No. 72
JBA International has brought out
its Graphical Inquiry Pack, which allows PC users to connect to and draw
data from existing JBA Business 400
databases resident on an AS /400. The
Microsoft Windows -based development tool operates in a remote data
management client /server configuration. With icons and pull -down menus,
users can export data into common
PC spreadsheets for real -time informative presentations. The Graphical Inquiry Pack includes predefined inquiries for accounts receivable, bill of
materials, distribution requirements
planning, inventory, purchase orders,
sales analysis and order, and warehousing.
Circle No. 73
Avistar Systems has introduced Avistar: a client /server, cross - platform,
visual collaboration system for Windows PCs, Macintoshes, and Sun
workstations. The system includes
three modules — Avistar Conference,
Avistar Shareboard,T" and Avistar Directory, which deliver desktop video conferencing, document conferencing, and visual directory services,
respectively. The new system delivers
broadcast - quality, full -motion video to
corporate desktops via standard unshielded twisted -pair wiring and local
area network technologies. Avistar
provides a click-to-connect visual diMANAGEMENT ACCOUNTINGREBRUARY 1995

rectory and simple icon- and menu based controls. It is based on an advanced client /server architecture that
provides maximum extensibility for
adding new video services, networked
resources, and applications.
Circle No. 74
CADIS, Inc. is launching the CADISPMX Parts Management eXpert. It
provides a desktop tool to specify and
retrieve parts based on their attributes only, even if the part number or
part text description is not known.
The software uses artificial intelligence, object- oriented design, and dynamic class management to synthesize the corporate parts list into a
unified, consistent information resource; provide fast, intuitive access
to thousands of users querying millions of parts; and build in the ability
to accommodate all types of parts,
both standard and custom. Its open
client /server architecture and applications programming interface allow
it to be seamlessly incorporated into
existing systems.
Circle No. 75

BUSINESSSERVICE
COMP U.S. is a payroll service that
provides a fully integrated, single source solution for all payroll needs,
including paying workers' compensation premiums at each payroll period.
This pay -as- you -go method allows employers to pay premiums only on their
current payroll. COMP U.S. audits the
payroll automatically every pay period. Audits are crucial because workers' compensation premium rates are
different for each job classification.
Circle No. 76

VIDEOS
Films Incorporated has produced
two new video training packages, Understanding Reengineering and Succeeding
at Reengineer -

ing. In
them, Dr.
Michael
Hammer,
author of
the book,

ing companies that have successfully
reengineered, outline the benefits of
reengineering, and describe specific
steps to implement reengineering in
an organization. Films Incorporated also is offering a catalog, "The Total
Quality Video Resource Guide."
Circle No. 77

EQUIPMENT
Westview Instruments, creator of
the Time -Banc® Series 2000 and the
Time -Banc Phoenix Electronic Time
Accountant, has introduced the Time Banc Phoenix Job Tracker. This
9 "x6°xl -1 /2't instrument operates
with a four -digit code and allows individualized work schedules while it
automatically calculates regular and
overtime hours for up to 100 persons.
It allows each employee's time to be
charged to up to 100 jobs or cost
centers.
Circle No. 78
Computer Connections America
has extended its "Shuttle" product
family of parallel port solutions with a
new item: the TAPE SHUTIU -1500.
TAPE SHUT
TLEs involve
an external
DC -6000 tape
drive that features both a
SCSI and parallel port connection. They offer hassle -free backups
for DOS, Windows, OS /2, Netware,
Apple, and Unix. Capacities are available from 500MB to 1.5GB. Backup
speeds of 24 MB /minute are well within reach.
Circle No. 79
QuadMark, Ltd., a Xerox company,
has introduced the PassPort' Portable Copier, a battery - operated, plain
paper copier that is about the size of
an egg carton and weighs less than
four pounds. The cordless copier
makes full- and legal -sized copies anywhere. Replaceable single -pass film
cartridges yield 20 copies per roll. The
all- digital copier copies at 400 dpi and
adjusts for light and dark copy. The
3 "x4 "x11.7[' copier also can copy
smaller documents down to postcard
size.
Circle No. 80

Reengineering the Corporation: A Man-

ifesto for Business Revolution,explains
this business concept. The two videos
define reengineering, showcase leadMANAGEMENT ACCOUNTING /FEBRUARY 1995

Marquardt is offering a new ergonomic keyboard for extra comfort and
productivity of PC users. Built -in fea-

tures include a split or V-shaped configuration gently sloping to the sides
and front to help align hands and
wrists naturally with arms in a neutral
position for less strain and a nonglare
surface with generous resting area for
hands and palms. Although the Mini Ergo includes spate-saving embedded
numeric keys, Marquardt offers a
unique new option: a standalone, portable number pad for left- or right handed use in functions such as accounting and finance, data processing,
insurance, telecommunications, and
engineering. The MiniErgo simply
plugs in and works with all operating
systems. It needs no extra software or
hardware.
Circle No. 81
Merritt Computer Products is
introducing PowerMan, power management hardware /software that
reduces the electrical usage of computer monitors. The DOS or Win dows -based software turns the monitor off after it remains idle for a
specified period, reduces radiation,
and decreases heat development.
Additional features include password protection, forced power -down
via a hot key, and improved data
security.
Circle No. 82
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accounting software foie
dynamic asset management
♦ Rapidly calculate depreciation using
any method for unlimited assets
plus:
* Automatically post all transactions to
proper General Ledger accounts
♦ Fully account for leased assets and all
physical asset activity
* Provide key data for Activity Based
Costing and for minimizing taxes
For the full story on this completely open,
100% ORACLebased answer to your fixed
asset needs, call Axtell today:

1- 800- 678 - 6535
Axtell Development Corporation
360 N. Hayden Road, Scow%dale, AZ 85257

Tel. (602) 255 -0508
Fax (602) 970 -6355

Circle No. 22
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CMAVIEWS

duct: Competence, Confidentiality, Integrity, and Objectivity.
One of the cornerstones of the

CMA Program is the completion of the
candidate requirements. In order to
become a CMA, the candidate must apply to the IMA and the Institute of Certified Management Accountants
(ICMA), pass the CMA exam, and,
am ong other requirements, m eet an
experience requirement applicable to
the m anagem ent accounting profes-

HENRYWEEKS,EDITOR
his month's column is devoted to
answering the qu estion that many

accounting and finance professionals in industry are asking: Why
seek certification as a Certified Management Accountant (CMA)?
The CMA designation is the only
professional designation that is tailored to meet the career needs of management accountants and financial

managers. The professional who becomes a CMA demonstrates his or her
possession of the specialized skills and
expertise necessary to be an influential member of the management team.
Additionally, the individual CMA subscribes to a continuing commitment to
main tain that proficiency. In large part
this comm itment is founded in the

IMA's four standards of ethical con-
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New Applicants

Continuing

• March 1 for June exam
• September 1 for December exam

• April 1 for June exam I
0 October 1 for December

Dates:

• June 8 & 9. 1995

April 1 (postmarked on or before)100% refund or credit less $25
processing fee for June exam.
Partial credit available thereafter per
ICMA policy. Students and faculty
will not be issued refund or credit

• December 7 & 8. 1

Oc tober 1 (postmarked on or
before) - 100°io refund or credit less
$25 processing fee for December
exam. Partial credit available thereafter per 1CMA policy. Students and
faculty will not be issued refund or
credit after this date.
—

uing Education Reporting Requ
April 1, 1995, for CMAs completing
their 1994 calendar year cycle on
D e c e m b e r 31 , 1 9 9 4 , Th e CE

Oc tober 1, 1995, for CMAs
completing their three -year cycle on
Ju n e 30, 1995. The CE requirem ent

sion. By so doing, the CMA demonstrates an understanding of business
activities that is not measured by any
other objective means in our profession. Don't underestimate this important role of the CMA designation, both
to you and your employer, as an "indicator" of specialized knowledge and
abilities in management accounting.
This is a major reason why more and
more companies are becoming CMA
Sponsors. And CMA Sponsors recognize the value of the CMA by committing com pany resources to em ployees

who pursue the CMA designation.
Another cornerstone of the CMA
Program is the commitment to excellence. An annual continuing education
(CE) requirement of 30 hours establishes that commitment and recognizes that proficiency is an ongoing
process. It isn't enough to become certified or stop with the salary increase
or recognition that accom panies becoming a CMA. You must renew and
update your knowledge and skills. Not

to do so can be detrimental to your career and the value you contribute to
your employer. In order to assist you
in maintaining your expertise as a

management accountant, the IMA organizes educational opportunities that
meet CMA and IMA membership
needs.
Becoming a CMA is not just a commitment to completing the certification process and continuing education.
Achieving the most recognized professional designation in your field is a
commitment to yourself. Can you think
of a better answer to the question, why
the CMA?
Some future columns will be devoted to CMAs and CMA candidates who
answered the question by choosing
the CMA. If you know of someone or
if you have suggestions on possible
"Views" topics, please contact the
editor.
For information on educational opportunities offered by IMA, please
contact Henry Weeks, director of Professional Education Program s, (800)

6384427, ext. 213.

■
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TRENDS
IN MANAGEMENT
ACCOUNTING

RESEARCH
JULIAN M. FREEDMAN, CMA,
EDITOR

CAM-1MEETS
AM-I (Consortium for Advanced
Manufacturing-International)
held its fourth- quarter meeting
in Scottsdale, Arizona, December 5-7.
The theme of the session was "Competitive Improvement — Bringing the
Pieces Together."
David Harkleroad from the Futures
Group made a presentation on "Competitive Analysis." Companies that
thrive will be those that know their
competitors and their strategies well.
The emphasis of the presentation was
on competitor assessments that action
can be taken on. Harkleroad presented
the Futures Group's five -phase assessment methodology consisting of planning (translating needs into assessment tasks); data collection and
assimilation; research leading to a
competitor profile and a definition of
their core capabilities; analysis phase;
and a production phase, culminating in
a one -page key findings report that is
predictive and engages the user.
Terry Sueltman of Honeywell
spoke on "Supply Management: From
Operational Tactic to Enterprise Strategy." The increasing involvement of
suppliers in the conceptual phase of
product development is reshaping traditional roles, and purchasing is no
longer just a tactical subset of manufacturing—it is a strategic part of the business. Honeywell achieved Industry
Week's "America's Best Plants" Award
through its manufacturing program
process. The process has three goals:
defect-free products (knowledge of
quality), short cycle production
(knowledge of customer), and materials efficiency (knowledge of supply
MANAGEMENT ACCOUNTING /FEBRUARY 1995

and demand). The process philosophy
was constructed around three concepts: Understanding, Simplifying, and

becoming Automatic (USA approach).
Honeywell's accomplishments are impressive: 70% reduction in internal defects, 46% reduction in inventory, 72%
reduction in manufacturing cycle time,
and a 57% reduction in customer
rejects.
Tony Singarayar of McNeil Consumer Products described "Aligning
Capital Investments with Corporate
Strategy." Sound investment management decisions must tie directly to the
long -term strategic plans and to the
short -term goals of the company. Sin garayar's prescription is to make five
linkages: Strategy (philosophy and

practice — several analytical matrices
were proposed); Business Processes
(the vital organs of a business); Value
Chain analysis (emphasis on the link
between value chain and cash flows
was stressed); Off-Balance-Sheet Assets; and the Balanced Scorecard (pulling it all together with com prehensive

The work of the various interest
groups (ABM, Capacity Activity, Investment Management, Service Function, Target Costing, and Quality Customer /Quality Supplier), is a critically
important component of all CAM-I
meetings in addition to its hosting of
outstanding speakers. These groups
constitute the heart of CAM -I as they
pursue identifying, developing, and
disseminating information on best
practices and engaging in applied
research.
For information on upcoming
CAM -I meetings, contact Peter Zampino, CAM -I director of Advanced Management Programs, at (817) 860 -1654.
Julian M. Freedman, CMA, CPA,
CPIM, is director, IMA research.

CONTINUOUS
IMPROVEMENTCENTER
WILLIAM B. MCMAHON, CMA,
DIRECTOROFCICSERVICES

performance measurement indicators). Singarayar proposed five principles: Show people how to impact; be

simple, or, if complex, be clear; create
excitement through vision and reward /penalty; have measurable targets; and be able to explain results
through comprehensive performance
indicators.
'The Neon Story" was presented by
Mark Brackon of Chrysler Corporation. Chrysler set out to develop a
small car platform culture, which needed to foster teamwork, develop trust,
pro mote risk taking, empower people,
an d red uce bureaucracy to reach its

goal. Product development life cycle
analysis (concurrent engineering),
balanced program objectives (12 in
all), target costing (the 1978 Dodge
Omni was the target), quality function
deployment, benchmarking, DFMA,
FMEA, JIT training, mistake proofing,
control plans, and project management
were th e principal elem ents of internal
train in g. The success of this process
was evidenced by the Neons parked

outside in the courtyard.
David Keys of Northern Illinois
University spoke on "Japanese Cost
Management Systems vs. U.S. Cost
Management Systems." He made
some observations on the characteristics of Japanese companies; explained
why Japanese companies do not need
ABC and U.S. companies do; and
touched on other cost management
top ics (target costing, kaizen costing,
ben ch m arking, and reengineering).

MA's Continuous Improvement
Center (CIC), established in July
1993 by IMA's Quality Task Force,
offers finance organizations the opportunity to reengineer themselves.
CIC has had an extremely successful 1994 year. CFOs committed to the
change process have found the CIC experience a way to ensure sustainable
cash flow improvements. "CIC has exceeded all expectations," say Johnson
& Johnson, Monsanto, BOC Gases,
Litton Data Systems, and Ace World
Wide. These companies have presented their CIC success stories at
various conferences and IMA chapter
meetings.
At CIC's three -day, mid - December

Professional Fi=cW Services
Our Services Include:
• Fixed Income, Along with short
term corporate investments.
• Tax - Exempt Municipal Bonds
• 401(k) & Administration
• Managed Money Programs
• Full Brokerage Services
Give yourself and .wur f irm the
advantage to bearfrom a global leader.

1- 800- 777-54E18
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Ace World Wide
American Management Association
BOC Gases
The Boeing Company
Ciba -Geigy Corporation
Consumers Power Company
Cummins Engine Company
Digital Equipment Corp.
Dobbs International
Georgia - Pacific
Hewlett- Packard Corp.
Homart Development
Johnson & Johnson
Joseph E. Seagrams
JM Family Enterprises
Litton Data Systems
McDonnell Douglas Corporation
Michigan Consolidated Gas
Monsanto Company
NBC
NYNEX Corporation
Pennzoil Company
Pfizer Inc.
Reliance Electric
Rich Products Corp.
Southern California Gas Co.
U S West, Inc.
Whirlpool Corp.
Weyerhaeuser
University of California
The message is clear. You don't
know what you don't know. CIC is the
premier means for sharing knowledge
about finance and accounting processes. CIC members learn how to jumpstart change by seeing what others are
able to do that they can replicate in
their own environment. CIC's aim is to
be independent and objective while
maintaining the confidentiality of the
data submitted.
CIC events scheduled in the next
few months are Benchmarking studies: February 15, 1995, and April 11,
1995; and Best Practice workshops:
68

June 8 & 9, 1995.
More than 40 organizations, which
have thousands of finance organization
employees, are CICers. We also have
seven of the leading consulting firms
who specialize in reengineering the finance function as members.
To learn more about CIC and how
your organization can join, see the advertisement for CIC in this issue, on
page 17.
Newsworthy items about CIC will
appear in this section of the magazine.
Future articles in this column will feature selected summary results of our
benchmarking studies and a best practice idea or two that came from a CIC
workshop. I would be interested in
hearing from you about ideas for topics
in future columns. Feel free to use
IMA's Bulletin Board (1- 800 - 229.1268)
to E -mail me your ideas.

William B. McMahon, CMA, director of
CIC services.

MANAGEMENT
ACCOUNTINGPRACTICES
LOUIS BISGAY,CPA,EDITOR

MAPCOMMENTSON
CONSOLIDATIONSAND
SEGMENTS
iter its December 2, 1994, meeting, IMA!s Management Accounting Practices Committee
submitted comments on behalf of the
Institute to the Financial Accounting
Standards Board and the International
Accounting Standards Committee.
The MAP Committee gave its opinion to the FASB on the Board's Prelim-

Limbers

meeting in Atlanta, 60 CIC representatives from 34 organizations discussed
the composite results of CIC's three
1994 multicompany benchmarking
studies and exchanged solutions and
ideas with "best practice" accounting
and finance process owners. The
theme of the workshop was "Moving
from Metrics to Action." The energy
generated by the interactive dialogue
was truly gratifying to leaders from the
former IMA Quality Task Force who
attended the meeting.
Topics covered at the workshop included Accounts Payable, Payroll, Customer Billing /Credit & Collections,
Client /Server Implementation, and
Shared Services.
The following were represented:

CMA
REVIEW
Our 70 -hour video course is
complete, up -to -date, and ready
to prepare yo u for th e C MA
Exam. Workbooks included.

Call 1- 800 - 272 -0707
for information or
sample video
Circle No. 16

inary Views document, "Consolidation
Policy." MAP's letter expressed two basic concerns with the document. On a
conceptual level, although control is a
necessary condition for requiring the
presentation of consolidated financial
statements, control alone is insufficient. A second necessary condition is
that the parent should be expected to
have a majority interest in the subsidiary's residual cash flows. The MAP
Committee supports the alternative
views expressed in paragraphs 64-66 of
the Preliminary Views. Thus MAP
concurs with that Board member's
support of consolidation of less -than50- percent - controlled entities when,
because of the presence of control, the
parent has the ability to structure
transactions entered into by the controlled entity in such a way as to derive
future benefits beyond the level represented by its investment in the entity.
That is, if the parent, in substance, is
exposed to the majority of that entity's
ultimate net cash flows, consolidation
would be necessary. This provision
would address the issue of special -purpose entities, except that the relevant
guidance proposed in paragraphs 5963 would not be operational in practice
because it lacks specificity and is
ambiguous.
The MAP Committee observed further that, from a pragmatic viewpoint,
it was unaware of significant problems
regarding consolidated financial statements that exist under current GAAP
other than those related to special -purpose entities. Use of the concept of
control over assets as the sole criterion
to require consolidation would be
fraught with ambiguity.
MAP's letter to the IASC was in response to its draft Statement of Principles (DSOP), "Reporting Financial Information by Segment." The overall
reaction expressed was disappointment over the IASC Steering Committee's rejection of the so-called "management approach" to segment
definition, which is the approach favored at present by the FASB and Canada's Accounting Standards Board in
their joint project to develop a solution
common to both countries.
MAP agrees with the DSOP's stated
objective of segment reporting: Segment information should help financial
statement users better understand the
enterprise's past performance, better
assess its risks and prospects, and
make more informed judgments about
the enterprise as a whole. Disagreement is over the most effective means
to achieve that objective. The Steering
MANAGEMENTACCOUNTINGREBRUARY 1995

Committee's choice is the "risks and
rewards" approach, which MAP considers difficult to apply and interpret
and not responsive to needs of financial statement users.
To receive both comment letters
free, write to Nora Altavilla at IMA,10
Paragon Dr., Montvale, NJ 07645.

IS EASY COMPARED
T OT H E SA LE S AN D USE T AX T RA P.

THIS

Avoiding this trap
may save you a stroke
or two. Avoiding the
sales and use tax trap

FASBLOOKSATASSET
IMPAIRMENT
he FASB published a special report that summarizes a field test
of its November 1993 Exposure
Draft on accounting for impaired assets. The ED proposed guidance for
recognizing and measuring impairment losses. The Board is nearing
completion of its redeliberation of the
issues leading to a final Statement.
The Committee on Corporate Reporting of the Financial Executives Institute collaborated on the design and
conduct of the field test.
Ten companies participated in the
test, which consisted of a questionnaire asking them to detail the accounting policies and procedures they

can save your company
thousands of dollars.
That's why so
i

_
.�„� •

'
yJ

,�

used in recognizing an d measurin g

previous impairment losses and adjustments to carrying amounts of assets to
be disposed of. Next they were asked
to show what the effects would have
been had they applied the provisions of
the Exposure Draft.
Copies of the report, "Results of the
Field Test for the Impairment of Long lived Assets," are available for $11
each from FASB Order Dept., 401 Merritt 7, P.O. Box 5116, Norwalk, CT
06856.5116. Telephone: (203) 8470700, ext. 555.

IFAC 1994 HANDBOOK
he 1994 edition of the bound volume of pronouncements issued
by the International Federation of
Accountants through July 1, 1994, is
available. To order the IFA C Handbook: 1994 Technical Pronouncements,
call Lisa Grzeczka at the IFAC Secretariat in New York at (212) 302 -5952.

GASBTAKESACTION
he Governmental Accounting
Standards Board recently issued
three standards and two Exposure Drafts. The standards deal with
pension accounting and reporting.
Statement of Governmental Accounting Standards 25, "Financial Reporting
for Defined Benefit Pension Plans and
Note Disclosures for Defined ContriMANAGF.MENTA000UNPING /FEBRUARY 1995
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many people turn to
Marvin F. Poer &
Company.
Let Poer keep
your drive in the center
of the fairway toward
increased profits.
Terry Schroeder
Vice President
Bob Atkinson
Director Sales &
Use Tax Services
(708) 573 -7830
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bution Plans," and Statement 26, "Financial Reporting for Postemployment
Health care Plans Administered by De-

fined Benefit Pension Plans," are effective for periods beginning after June
15, 1996. Statement 27, "Accounting
for Pensions by State and Local Governmental Employers," becomes effective one year later. Early implementation is encouraged. Statements 25
and 27 supersede most of the existing
standards for reporting pension information in governmental financial reports. Copies of the Statements may be
obtained for $9.50 each from GASB Or-

der Dept., 401 Merritt 7, P.O. Box 5116,
Norwalk, CT 06856 -5116.
GASB also issued two EDs on
which comments are sought by February 28. One is "Accounting and Financial Reporting for Securities Lending
Transactions" (product code GE32).
The other is "Defining and Reporting
Affiliated Organizations" (product
code GE 33). Both proposals are free
until February 28 from the GASB Order Dept. (See address above.)
Louis Bisgay, CPA, is director, Management Accouting Practices.
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HELP
WANTED

HELP
WANTED

THIS IS NOT A JOB OFFER.
THIS IS A CAREER OFFER.

OVERHEAD EXPENSE
REDUCTION

F-O-R-T-U-N -E of Columbia is
an authority in the placement of
Manufacturing Management Accounting professionals nationwide. We conduct searches for
CFO, VP Finance, Controller,
Cost Manager and Financial Analyst positions in the $40,000 to
$150,000 range. To discuss our
current opportunities, call (803)
788 -8877. You may fax your resume to (803) 788.1509 or mail to:

Economic & Financial Consultant. Design, construct and
implement computer -based models and procedures for corporate
clients (primarily financial institutions). Such models address
problems in interest rate risk
management, management accounting, loan pricing and evaluation (incl. mtg. prepayments),
arbitrage, A/L and funds management, corporate finance, and
business evaluations. These
models will usually incorporate
iterative searches (Newton Raphson), OA.S., and complex
present -value calculations. These
models will be used by clients to
make tactical and strategic financial decisions. Must have knowledge of management accounting
(esp. accretion /amortization,
rate - volume analysis), analytical
computer languages (VAXBASIC, C) and operating systems (VMS, UNIX) and have
mathematical aptitude.

Start your own practice with extensive training in marketing, client processing and practice management systems. Plus unique,
proprietary client write -up software and network of colleagues.
SPECIAL OFFER
Fifty appointments with prospective clients to help you get established. Financing available.
COMPREHENSIVE®
The Accounting Network
1 -800- 323 -9000

Start Your Own Consulting
Practice
Our extensive training provides
you with a proven system of qualifying, marketing, and delivering
cost containment engagements
on a RISK FREE, CONTINGENCY basis to clients in all industries. Unlimited market. Our representation has saved clients
hundreds of thousands of dollars
annually. Call about SPECIAL
OFFER.
COST CONTAINMENT
SOLUTIONS, INC.
(502) 429 -5011

SOFTWARE
ABC /ABM SOFIWARE
ActivityAnalyzerTM forWindows.
Integrated activity, process and
product costing for manufacturing and service industries. Lets
you create processes, activities,
cost drivers, performance measures and attributes for multi-6
mensional activity and process
analysis.
Lead Software, Inc.
158 Greenfield Drive
Bloomingdale, IL 60108
(708) 351 -5155

F-O-R-T-U-N -E Personnel
Consultants of Columbia, Inc.
P.O. Box 23728, Dept. MA
Columbia, SC 29224
Our client companies
pay our fees.
*

k
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*
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Exceptional manufacturing company in southern Oregon is offering an outstanding opportunity
for a CPA or CMA who is looking
to move to an area which offers
a family environment in a rural
community. Our community has
a population of 50,000 and the
outdoors only 10 minutes away!
We are looking for a highly motivated individual with a dynamic
background to be a team player
in our closely held business. Experience of 8+ years must include
a strong background in management advisory skills and the ability to effectively supervise staff.
Technical skills to include financial statement preparation, cost
accounting, business financial
planning, proficient computer
skills in micro applications a
must, and manage projects. Exceptional salary and benefits in a
non - smoking atmosphere. Send
resume to Isakson and Cone
CPA's, Personnel Director, 4036
South Sixth Street, Klamath
Falls, Oregon 97603.

B.S. /B.A. Mathematics /Economics; Banking or Securities Industry. Must have knowledge of
management accounting and reporting; minimum one year's experience with analytical computer languages (VAX -BASIC & Q.
Salary $28,800; (8AM -5 PM),Interested applicants apply to nearest Job Service office or submit
resume (with Social Security
number) to: Job Service, 630 West Sixth Street, Winston - Salem,
NC 27101. Reference Job Order
#NC9842634 and DOT Code
189.167 -010.
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HELP
WANTED

HELP
WANTED

ACCOUNTANTS
ClosetMaid, the market leader
in home and office storage sys.
tems located in the heart of beautiful Thoroughbred country in
sunny, warm North Central Florida, is experiencing continued
growth which has created the
need for two additional team
members as follows:

Our excellent benefits package
includes; company paid medical,
dental, pension, and life insurance; vision, 401K, paid vacations
and holidays.

Senior Accountant
The Senior Accountant will be responsible for general ledger financial reporting, corporate budgeting and forecasting, and
special projects as assigned. Requirements are: Bachelors degree in Accounting (CPA strongly preferred), 5 -7 years of
accounting experience in a manufacturing environment, and a
strong working knowledge of
spreadsheet software. Experience supervising Payroll and Accounts Payable functions, and fluent Spanish are a real plus.
Cost Accountant
The Cost Accountant will be responsible for monthly journal entries for inventory valuation and
cost of sales, inventory and plant
operations reporting, assisting in
evaluation and updating of standard costs, coordination of physical inventories, and other special
projects as assigned. If you are
the right person for this job, you
will have a Bachelors degree in
Accounting, 2 -5 years cost accounting experience in a manu.
facturing environment, and a
strong working knowledge of
spreadsheet software.

Copy: All

advertising must be submitted in
typewritten, double-spaced form. No telephone orders accepted. Copy may be faxed
to Alice Schulman at (2011573-0639.
Acceptance:Publisher reserves the right to
accept or reject advertisements forMANAGEMENT ACCOUNTING®Classified.

If you meet the above qualifications, please send your resume
and salary history to: Human Resources, ClosetMaid, 720 S.W.
17th Street, Ocala, FL 34478.
EOE M /F /H /V
Drug Free Workplace

Lycoming College, a liberal arts
college with a strong accounting
program, invites application for a
three year visiting professor with
possible renewal or conversion
to tenure -track beginning Fall
1995. Candidates must be able to
teach in the Management Accounting and Government Accounting areas. Ph.D. in accounting is preferred. Appropriate
masters and CMA or CPA are encouraged to apply. Practical experience in Managerial Accounting
is a plus. Candidates must be
committed to excellence in
teaching. Salary is commensurate with qualifications. Please
send resume by February 28,
1995 to: Eldon F Kuhns, Chair,
Department of Accounting, Lycoming College, Williamsport,
PA 17701.

Payments: Payment in U.S. funds must accompany each order. Mail copy to Alice
Schulman, MANAGEMENT ACCOUNTING@,
10 Paragon Drive, Montvale, NJ 076451760. Tel. 1- 800-638 -4427 Ext. 280.
Display Classified: One - twelfth page
11- 5/8" x 3 1 /4 ") is available at $822.
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TRENDS

IN EDUCATION

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

THE IMA VIDEO CASE
COMPETITION
BY L. GAYLE RAYBURN, CMA, AND
KEITHA. RUSSELL, CMA
he Institute of Management Accountants' (IMA) student video
case competition provides a
unique and challenging opportunity
for students to gain an understanding
of management accounting current
practices and to learn teamwork. The
national competition presents students
with a different learning perspective
compared with traditional in -class written and /or oral assignments. Students
improve their communication skills
while experiencing a preview of workplace expectations and rewards.
At Southeast Missouri State, 18 students attended the 1994 Spring semester class of Advanced Managerial and
Cost Accounting. The course syllabus
included the IMA case, Blue Ridge
Manufacturing, and competition rules.
The professor allotted 15% of the final
grade to the project.
Early in the semester, students
were told that the competition had potential negative aspects. The selection
of the national team would mean that
a subset of students would be disappointed. All class members, however,
would still have to interact. Additionally, the professor, in accordance with
the competition rules, could not provide "...assistance ...in solving or presenting the case." Therefore, the possibility for conflict existed between
team members and the professor as
the students worked toward producing
the winning submission.
In confidence, students were allowed to indicate if they did not want
72

to be considered for the national team
because of academic, personal, or professional reasons. Students' grades
would not be affected by the decision.
Students also were told that, if the national team were selected, the trip finances would be paid by the university.
Team members were selected by
the class. The class also was extensively involved in establishing rules and
policies. Teams of three to five members were assigned a 20- minute inclass oral presentation in response to
the case requirements. The presentation became the vehicle for selecting
the national team.
Final team members were chosen
by a panel of judges selected from professors (recommended by students),
regional manufacturing companies,
and regional accounting firms. Some
academic judges were from disciplines
other than accounting. (Me judges diligently prepared for their responsibility upon receipt of the case and competition rules.)
Judges could select an individual (s)
from each team but were not required
to do so. This selection process was accepted as being fair by the class, even
though the students recognized that it
could lead to regrouping and new work
assignments. Team members were responsible for each members work,
creating sufficient peer pressure to ensure involvement by all team members
prior to the presentation. Individuals
received a summary of the judges'
comments and their average score.
Those students not chosen, although
disappointed, received a certificate for
participating.
Significant bonding occurred
among class members as they worked
collectively to select the best team, dissipating the initial concerns the professor conveyed to the class. For example, several students paid their own
way to the final competition to support
team members.
After the national team was selected, its members, with assistance from
the University's video services department, put together a 20- minute video
for submission to the Institute of Management Accountants.
When the student competition
tapes were received at the IMA office
in Montvale, New Jersey, they were immediately coded to ensure anonymity.
The anonymity had to be preserved
through two rounds of competition prior to the final presentation.
Three lists of judges (a mixture of
practitioners and academics) were developed for the preliminary round, the

semifinal, and finals. As an extra precaution, the 10 judges in the preliminary round did not evaluate teams
from schools in their geographic area.
For this final round, each judge evaluated eight to 10 teams, and the scores
were averaged by the IMA.
Because there was a tie for tenth
place, 11 teams reached the semifinals.
The final four teams selected by five
judges were: Rider University, Southeast Missouri State University, Utah
State University, and Wright State
University.
The Fourth Annual National Student Case Competition was hosted by
the IMNs Committee on Corporate
and Academic Development during
the IMA Annual Conference in New
York City.
At the finals, each of the four teams
presented a live response to the case
requirements in front of the judges
(who had not seen the tapes) and an
audience. Teams were given the same
question (developed separately from
the case requirements) and given a
short time to develop an impromptu
response.
Wright State University was selected as the winner. Each final -round
team received $1,000 and an engraved
plaque naming the school and each
team member.
Judges for 1994 finals were: Stan Pylipow, former president of the IMA and
chairman of the Corporate and Academic Development Committee; Kathy Hager, Santa Fe Resources; John
Pope, The Quantum Group; and John
Mills, University of Nevada -Reno. Paul
Dascher from Stetson University moderated the program.
The 1995 National Student Case
Competition is under way with the
publication of the case, Where's the
Bee}?, in the December 1994 issue of
MANAGEMENTACCOUNTING.@ ■
L. Gayle Rayburn, CMA, Ph.D., is professor of accounting at Southeast Missouri State University.
Keith A. Russell, Ph.D., CMA, is an
associate professor of accounting at
Southeast Missouri State University. He
is a member of the Mobile Chapter. They
both can be reached at (314) 6512119.
Ralph L. Benke, Jr., CMA, Ph.D., is
the Arthur Anderson Andersen Alumni /Journal of Accounting Education
Professor at James Madison University.
Roger H. Hermanson, Ph.D., is the
Ernst & Young Alumni Professor and
Regent's Professor at Georgia State
University.
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and Its Right

on the Money
When it comes to hiring, salary data is a
xitical part of the overall picture.
That's why you'll appreciate the 1995
Robert Hat and Accountemps" Salary Guide.
The publication, which thousands of companies rely up on for the most accurate
information, provides a comprehensive
overview of salaries for key accounting,
finance, information technology and banking positions.
Plus, new this year, the Guide details
regional hiring conditions — with
specific information on what skills are
hard to find, which industries are hiring
and local factors impacting salaries in
your region.
To obt ain t his FR EE Salary Guide,

call your local Robert Half and
Accountemps office at 1- 800 - 803 -8367.
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