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There's Offly Been
Two Significant Advances
In Project Accomt i*ng In
The Last 13 Years.
And we've developed both of them.

A.Costpoint
The original Deltek system, introduced
13 years ago, brought project accounting
software to more than 1,400 businesses from the Inc, 500 to the Fortune 100.
Today, our next generation system,
Costpoint, brings project accounting to
client/server environments.
In Costpoint, project accounting is more
than just an add-on module stuck onto the
rest of your accounting system. Its a completely different way to manage your
accounting process.

That's why Costpoint's integrated
financial, material management and HR
modules were built from the ground up,
specifically to meet the unique needs of
project -driven businesses.
Costpoin6 project costing, billing,
revenue and on -line reporting features leave
other accounting packages far behind. No
other system offers more integrated project
accounting capabilities throughout each
module, including Accounts Payable and
Accounts Receivable, Timesheets and
Payroll, Fixed Assets, Purchasing and
Inventory.

Our Deltek guarantee, together with
Deltek's project accounting experience and
dedication to customer service, ensures that
your transition to client/server will be
successful, both technically and functionally.
Don't settle for a project accounting
compromise. Call today for our Costpoint
brochure and more information.

1- 800 -456 -2009
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Introducing new Microsoft Excel

for windows 95.

Now you can see numbers from any angle. List them, chart them, sort
them in ways that simplify financial analysis, that reveal the answers you
need. With new Microsoft," Excel, you can use AutoCalculate to find the
sum, average, count, minimums, or maximums of specific cells simply by
highlighting them. (You no longer create scratch formulas every time you need
an answer.) To spot geographically based trends and relationships, use the new
mapping capabilities of Microsoft Excel to analyze revenue by territory, for example. PivotTable"
views let you rearrange the headings inside your spreadsheet to get a new view of your data. If you
want to view income by product instead of by region, simply move the "product" heading, and the
entire table adjusts. And for people who value the different perspectives different people can offer,
Microsoft Excel now lets multiple users enter and edit data in the same worksheet at the same time.

Everytning from recalcul ations to pivot tables is fas
Routine tasks now happen automatically
Answers appear in record time because formula recalculation, charting, cutting,
pasting, and database operations are faster than ever. Up to 70% faster. And
now that the software can sense what you are doing and complete the process
for you, fewer steps are required to complete a task. AutoComplete, for example,
speeds data entry by recognizing the first few letters of a repetitive entry ai
automatically finishing the word for you. Using the Template Wizard can help Yo'J

6V

head start on your work by turning existing spreadsheets into templates and by setting up an
automated system to track important fields in a separate database. Nothing slows you down, not
even questions. To find out the best, quickest way to do something, you ask the Answer Wizard.
"How do I find an audit trail ?" Type in the question, and the Answer Wizard will show you how.

M
W tf ERE D O Y O U W A 4 T TO G O TOD A Y?"
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io see an autodemo and mare, go to http: / /www.microsrO -conk vnsotfice.
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The walls are now down between applications. It's easier to share data across applications.
By improving integration with Microsoft Access, you can now share tools across both applications. You can
borrow Microsoft Access Forms and Reports to simplify data entry, and to create group reports and mailing
labels from your Microsoft Excel list. You can use PivotTables in Microsoft Access to see data from different
angles. Choose the Convert to Access command, and the software will automatically turn spreadsheets into
true relational databases. It eliminates the guess work by creating the relational tables for you.
And you can move or copy data effortlessly across worksheets and workbooks, to the
desktop, or to other apps by using advanced drag and drop tools. New Microsoft Excel. ,
Now it works the way you want to work, at the speed you want to work.
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That is why some firms are turning to informal reward systems to motivate employees. The evidence shows that such rewards
can work if administered properly.

35ISGAINSHARINGTHE
WAVEOFTHEFUTURE?
BY WOODRUFF IMBERMAN
Gainsharing, or group bonus sharing plans,
increasingly are being used by companies
to improve productivity. Experience shows
that companies can turn losses around
when the workforce participates in cost
cutting and sharing profits.

38GAINSHARINGCREATESAN
ENVIRONMENTTHATSUPPORTSTQM
"Now the imperative isto sustaina (reative tensionbetween
valueandtime ... r
WOMENINMANAGEMENTACCOUNTING:
DETERMINEDTOSUCCEED
BY MANAGEMENT ACCOUNTING STAFF
What do women management accountants
really want? Answer: Just to be treated
like their male counterparts with equal salaries for equal promotions. IMA's latest
women's survey portrays a new, younger,
more confident woman financial manager.
Even though many of them still carom off
the glass ceiling and face discrimination,
they persist -- climbing the ladder slowly.

{over: To meet their
competition,companiesare
exploring otherways to
motivateemployeesand
increase productivity.
PhotobyBobGrant,NYC.

30MOTIVATINGEMPLOYEES
WITHINFORMALAWARDS
BY ROBERT B. NELSON
"Congratulations, here's your bonus: a jacket with the corporate logo!" As companies
squeeze funds to stay in the competitive
race, bonuses and promotions are reduced.

BY LYNN MCAMNCH, CMA
VOLVO GM's controller shares his enthusiasm for gainsharing by describing the
gainsharing plan at the company's Orrville,
Ohio, location.

40PAY-FOR-PERFORMANCE
INASERVICEFIRM
BY MARK PEDERSON, CMA, AND
GARYA. LIDGERDING
Pay- for - performance plans don't work unless you can measure the results. Here's
how you can develop an objective measure
that translates into motivation and compensation for key personnel.

MANAGEMENTACCOUNTINGAND
KNOWLEDGEMANAGEMENT
BY W.P. BIRMY
The relationship between organizational
resources and value creation determines
the emerging role of management accounting. The working out of this process in practice is illustrated through a case study.

MANAGEMENT ACCOUNTING® (ISSN 0026 -1690) is published monthly by the Institute of Management Accountants, 10 Paragon Dr., Montvale,
NJ 07645.1760, (201)573.9000. Price $10.00 per copy. Subscription rates, per year: $20 (included in dues, nondeductible); nonmembers, $130.00.
Second class postage paid at Montvale, N.J., and additional mailing offices. To ensure uninterrupted mail service, send present address label and
new address including ZIP number to Data Entry Dept., IMA, Montvale, NJ 07645.1760. Allow six weeks for change. 1MRs telephone number is
1- 800 - 638 -4427; IMAs facsimile number is (201) 573 -0639. IMA Bulletin Board Service (modem required), 1. 800.229 -1268. Internet addresses:
Editorial, marand@class.org; Advertising, ipceima@clasa.org.
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He was also the first to see
that AS /400 ®Advanced Series
would furnish a cost - effective way
for their divisions to share both
information and resources.

and business solutions
from Software 2000 that point
him in the right direction.
Even a. f tntiture ntanu/avltirer that
ntcn-es custom design s

around t /te wor ld
ran run into dehrl:s moving data across
the street.
So when the need amksefrr a computer
system that could keep its 12 operating
units connected, LADD Furniture tuned

to AS 1400 Advanced Series and financial

is a vision of
where interior design
is headed

management and human resourres solutionsfrom. Sgfiware 2000.

As CFO, Bill stuv that ASMOOAdrara.ed
Series provided the flexibility to access
the in fi,rnration he needed, at a moment's
notice, And at less cost to thecompaizY

Behind Bill Creekmuir's
success in keeping LARD
Furniture on the cutting edge

Softivare 2(100's business sohtliorts
also meant hcu >ing one comp(in.viride
financial, payroll and personnel system.
A move that would free up resources at
each of LAIM s units.
What's norm. individual operating
companies are nrno able to run daily
management reports ttithout having to
wait for Corporate accounting So each
has greater control over building its
f tmit ure and it s business.

f you'd like to' find out more about hots
AS1400 Adtxnaced Set ices and Sc f u.xtm200)
can help you manage your contparn's
growingfinancial and human resources,
rcdl Software 2000"al 1800 725 -7668.

Solutions for a small planet"
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"Informal systems work
better during times of
uncertainty."
310

"Wedetermined that
financial performanceis
defined best by profitability and cash flow." 40

ESTIMATINGRETIREMENTBENEFITS
WITHSPREADSHEETS
BY TIMOTHY FOGARTY,, CHARLES
KELLIHER, AND PAUL GOLDWATER
With readily available spreadsheet technology, management accountants can perform
a variety of in -depth analyses of retirement
benefit costs in record time. That capability
will let them add great value to their
companies.

Columns
8PERSPECTIVES
Communicating with the corporate
community: the CIC experience.

12GOVERNMENT
SEC budget cuts could stymie exam of
financial statements.

"Know the difference
betweenleading-edge
andtrailing -edge
technology."
57

7COGENT:ONTHEWINGSOFIDEAS
BY KATHY WILLIAMS
AND JAMES HART
Management accountants and financial
managers can help build companies if they
become more computer literate, embrace
new technologies, and understand that
they are operating in a truly global marketplace, stresses Cogent Information Systems, Inc., President Robin Hodgkins.
Cogent is a software development and consulting company that provides accounting
solutions for multinational organizations.
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'Can I turn down a promotion?'

16TAXES
Representative Armey's proposed tag
reform.

71ADVERTISERS'INDEX
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18FINANCIALOFFICER
The one -day close.

Views expressed herein are authors' and do not represent Institute policy unless s o stat ed. P ublication o f paid adve rtising and new pr oduct
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For more information call (800)227 -6431. The full text of MANAGEMENT
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use in courses of instruction, so long as the source and Institute of Managem ent Acc ountant s' copyright are indi cat ed i n any s uch reproductions. Wri tten appli cation mus t be made to the Editor for permission
to reproduce any of the contents of this issue for use in other than courses of instruction —e.g., textbooks and books of readings or cases. Except
as otherwise noted, the copyright has been transferred to the Institute
of Management Accountants for all item s appearing in this magazine.
For those items for which the copyright has not been transferred, permission to reproduce must be obtained directly from the author or from
the person or organization given at the end of the article.
Quantity reprints of any article in MANAGEMENT ACCOUNTING@ or back
issues (subject to availability) may be obtained from Special Choler Department, IMA, 10 Paragon Drive, Montvale, NJ 07645 -1760.

Ofthetopthreenames

SAP Hyperion Oracle
in theclient/server

accounting market

0111y0ne

companyfocusesexclusivelyon

financialsolutions:

For more information call

1.800.286-8000
and ask for Carolyn Simon in Stamford, Connecticut.

'BASEDONWORLDWIDECLIENTISERVER ACCOUNTINGSOFTWAREREVENUEMARKETSHARE
Source:Irderna1IomlDataCorporationJIDCI,September,1995
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COMMUNICATINGWITHTHECORPORATE
COMMUNITY:THECICEXPERIENCE
This month I want to talk to you about one of the newest
services that IMA has introduced —the Continuous Improvement Center. IMA established CIC in 1993 to assist organizations of all sizes from all industries in reengineering
their finance and accounting processes. To carry out its mission, CIC develops multi- company benchmarking assessment studies of the finance and accounting function. It also
conducts a series of Best Practice Workshops where CIC
sponsoring organizations can discuss results of the latest
studies and begin plan ning their own best practice im plementation. Once benchmarking is done the CIC way, using CIC definitions for 24
different financial processes, then apples- to-apples comparisons can identify opportunities and track achievemen ts in continuou s imp rovem ent.
CIC equips financial managers with valu able information, contacts, techniques,
and tools to help hone their competitive edge. CIC studies enable companies to
answer qu estions such as:
•
•
•

What is the cost of o ur fin ancial organ izatio n to our com pany?
How do we comp are to our peers at oth er comp anies?
How can we achieve o r ex ceed th e results others have obtained?

Companies like Johnson & Johnson, Monsanto, U S West, and Southern California
Gas Comp any have describ ed participatio n in this program as very valuable. CIC
is continually impro ving itself. A new Global Benchmarking System, a European
benchmarkin g study, and a recognition pro gram will be launched in 1996.
The IMA leadership is committed to CIC's growth and continued success. Its
acceptance by the business community illustrates the valuable role that your Institute plays in support of the finance and accounting function. I urge you to let your
employers know what this IMA resource is all about. You can introduce CIC, be
our internal champion, and be recognized for being a change agent.

i

Karen S. Bell
Michael CaStellumio
Use Nasuta
Patricia L. Keeley
EDITORIALA551STAK Gloria Discini
CIRCULATIO
Alice Schulman
l1PIM: Joseph
VN Carcello,
CMA, CPA;
EDITORIALADVISORYOWD
ph L. Benke, Jr., LIMA; Louis Bisgay, CPA;
rmain Boer; Robert Boyle, CMA, CPA,

Anthony Joseph Cataldo. CMA, CPA; AnWu.iny
S. Cavalieri, CMA, CPA, CIA, CPIM; Anthony
Curatola; Robert A. Czekanski, CMA; Rebecca
Dillard, CMA, CPA; Donna Forrest, CPA;.Julian
eedman, CMA, CPA, CPIM; Bridgette
obart, CPA; Susan Jayson, CFP; Thomas J.
Jordan, CMA, FHFMA, CMPA. Alfred M. King.
CMA; Edward J. McCracken; C. Mike Mcrz,
CMA, CPA; John G. Mezquita, CPA; J.T. Marty
O'Malley, CMA. CPA; Michael D. Osheroff;
William L. Paladiao; Susan PieTCe, CMA, CPA;
William J. Rogers, CMA, CPA; Patrick Romano,
CMA, CPA; Annette West, CMA
official pulibrution of

INSTITUTE of

MANAGEMENT
ACCOUNTANTS
CERTaTrh NIOAQ2110T AC1:/111f1T'ANT PROGRAM

10 Paragon T)rive, Montvale, NJ 07"S

MKISHER
Gary M. Scopes, CAE
ASSOCIATEPUAlB1lER
Janes M. Hart

ADVERTISINGREPRESENTATIVES
.,

ps1,� v

�

J

The nautical signal
Hogs IMA) and

computer symbolize
/Ms evolution in
improving communications.

WILLIAM J. IHLANFELDT, CPA
President, 1995 -96

Membership in CIC is available to all organizations actively
involved in performance improvement programs for finance and
accounting processes. 7b obtain more information about CIC or to
become a member, call Tom Craven, managing director, at (800)
638 -4427, ext. 283, or CIC's Faxback service, ext. 242.
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ACCOUNTINGFORTHEMULTINATIONALENTERPRISE

Built forthemull inational /multicompany enterprise Scalabletoclient /server platform
■ Meetsinternational accounling/reportingrequirements Allowsforuniquecustomizationandproductextensions
Multilingual, multicurrencyreporting with built -in taxexpertise Turnkeyenergy& extractionmodules

To implement the Cogent solution:
Voice: 1.800.6.COGENT or 1.201.992.8000
http://www.a((ess.digex.net/—cogent/welcome.htmi
Fax: 1.201.992.8788
Compuserve: 76001,1737
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ANNUAL REPoR T Sum mARY YEAR -ENDED JUNE 309 1995

IMA: Our Bridge
to the Future

Message from

the Institute

The complete Annual ReportYear -EndedJune 30,
1995, is available flee to all members by calling
(800)638 -4427, ext.154,or Fax (201)573 -8601.

g accomplishment because we made a conscientious
listen to our local leaders. They told us what they
and needed in today's environment. The new system
empowers the chapter leadership by reducing reporting rehe 1994 -95 IMA year has been one of "Building Bridgquirements, allowing much smaller boards, providing optional activities, and generally increasing flexibility in the
es." The basis for our theme was the story of island peoway chapters provide services to their members.
ple many centuries ago. Their major resource was a
The IMA offers its members an excellent way to be a valhuge pile of stones. They had to decide whether to use this
ue- adding professional in the current, highly competitive
resource to build a defensive fortress to prepare for future
environment of rapid change. People who master the body
attack or to build a bridge to reach out to others. We chose
of knowledge necessary to become a CMA will have the tools
to be "Bridge Builders." We have worked to build new bridgurgently needed today. The program enjoyed healthy growth
es, to strengthen existing ones, and to increase their use
both inside and outside the IMA.
during the year. Becoming a CMA is only the
first step, however. Continuing education
The practice of management acmust be a way of life. IMA educational offercounting and financial manageThousand,
ings can keep you on the leading edge.
ment in the best -run companies,
such as Johnson & Johnson and
Total Revenues and Support
$16,160
Activity -Based Management (ABM) was
Motorola, has moved beyond what
Total Expenses
15,834
implemented in the Montvale office to help en$ 326
sure good stewardship in the use of our reis being taught at the typical colChanges in Net Assets
$18,279
sources. The results to date are helping us
lege or university. The seriousness
Total Assets
make better decisions.
of this preparation gap was shown
6,030
The former Management Accounting Pracin the joint IMA/FEI research proLiabilities
4,807
tices (MAP) Committee was divided into two
ject, "What Corporate America
Deferred Revenues
7,442
separate committees to strengthen and better
Wants in Entry -Level AccounNet Assets
define our role in the profession. We now have
tants." Our Academic Relations
Total Liabilities,
a Management Accounting Committee and a
Committee, chaired by Bud Kulesza, is working to help bridge the
Deferred Revenues,
$18,279
Financial Reporting Committee.
and Net Assets
The financial results for 1994 -95 are good.
communication gap between the
The Annual Conference in San Antonio had
campus and the corporate commugood attendance, provided a highly rated technical program,
nity. Our Continuous Improvement Center (CIC) is helping
and met budget. Overall, the "changes in net assets" is the
organizations assess the efficiency of their finance functions
largest of the last five years.
against others. The CIC is facilitating the spread of inforWe are very pleased with the results of our "Bridge Buildmation about best practices. Our new IMA Foundation for
ing" activities and want to express very sincere thanks to
Applied Research, Inc. is providing a vehicle for funding useall those who made 1994 -95 a successful year. ■
ful work on the practice of our profession. We are moving
IMA into a global position by transforming the CMA into an
international program with Brazil as a pilot project.
In an effort to strengthen the bridge between our local
chapters and the national organization, dramatic changes
Keith Bryant, Jr., CMA
Gary M. Scopes, CAE
were made in our interchapter competition system. We consider the competition changes to be a significant Bridge
IMA President, 1994 -95
Executive Director
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Find uut why Skadden Arps, one of the world's largest law firms, trusted Lawson at http: / /www,iawson.com or 1. 800 - 477.1351'

0
Sure, you might get lucky, On the other hand,
you've got a lot to lose. That's why, when purchasing
software, you'd better know exactly what you're
getting into.
For example, Lawson Software supports
all the leading client /server platforms. So no matter
what hardware system you move to next, we'll
be running on it. And you can migrate through

technological changes and upgrades without
additional licensing fees.
Finally, twenty years of experience has
resulted in some pretty amazing functionality.
Ask our users. Call Lawson Software at 1 -800477 -1357 for accounting, human resources,
distribution and materials management. We'll
make it as painless as possible.

TH E L A S T TI M E Y O U ' L L C H A N G E

,.SOFTWARE COMPANIES.
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Stephen Barlas, Editor

SECBUDGETCUTSCOULD
STYMIEEXAMOF
FINANCIALSTATEMENTS
WillSEC analysis of corporate finan-

cial statements —and enforcement
thereof —lag in fiscal 1996? That may
happen given the fact that the Senate
has approved
an SEC fiscal
1996 budget
10% below the
1995 figure of
$297 million.
The House approved a'96
budget at the
'95 level. That
difference has
to be reconArthur Levitt
ciled by a conference committee. Things could have been worse.
The Senate Appropriations Committee had voted for a 20 % cut. Arthur
Levitt, Jr., chairman of the SEC, had
said that level of reduction would lead
to "severe disruptions." Peter Keirnan, a spokesman for the SEC office of
legislative affairs, says Levitt will not
address the impact of a 10% cut until
after the conference committee acts,
and it may not agree to the Senate's
10% cut anyway. After the Appropriations Committee approved the 20%
reduction, Levitt wrote to all 100 senators. He warned that financial statements and related disclosures would
not be reviewed unless they are part
of a transactional document. Nearly
3,000 nontransactional documents
were reviewed in fiscal 1995. Levitt
wrote: "The capital formation process
could be hindered significantly by delays in responses to requests from attorneys, accountants, and the public
for interpretive advice concerning
such matters as new financing meth12
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ods and novel securities, corporate restructuring, and beneficial ownership
reporting requirements." According to
SEC spokesman John Heine, the Division of Corporation Finance employed
343 people in 1995; the office of the
chief accountant had 24. Both those
staffs would probably be affected if a
10% budget cut stands. Fiscal 1996
began on October 1, 1995. Sen. Phil
Gramm (R.-Tex.), the leading advocate of the 20 %u cut, had been chairman of the Senate Appropriations
subcommittee with jurisdiction over
the SEC but now has left that committee to join the Senate Finance
Committee.

IRSDELAYSTCMPAUDITS
The Internal Revenue Service has delayed the start of the Taxpayer Compliance Measurement Program
(TCMP) audits until December 1 and
may backpedal yet again. As this was
being written in mid- October, the IRS
was reviewing its plans for fiscal 1996
against the backdrop of a severe budget shortfall. The Clinton administration had asked for $8.2 billion. The
TCMP audits were planned with that
budget in mind. However, the House
approved $7.5 billion and the Senate,
$7.3 billion. The House and Senate
were working on a compromise "conference" version of the IRS 1996 budget, and a good bet is that the number
will be $7.4 billion. Frank Keith, the
chief spokesman for the IRS, declines
to say whether the 1996 budget shortfall will result in a further delay or
even elimination of the TCMP. Just
over 35,000 corporate returns were
scheduled to be audited as a result of
the program. That is considerably
higher than the last time in 1987
when 19,000 corporate returns were
looked at. A very anti - regulatory Congress complained to IRS officials last

July about the burden the TCMP` audits put on taxpayers. The IRS expected to audit three other categories of
return, partnerships, individual, and
S corporations. The TCMP audits are
extremely time - consuming, and they
are performed randomly so a corporation could have dotted every "i" and
crossed every "T" in its return but still
be subject to a TCMP audit. The IRS
had stubbornly remained committed
to an October 1, 1995, start date for
the audits even after members of the
House Ways & Means Committee
complained to IRS officials at hearings on July 18.

REPUBLICANTAXBILL
Asthis is being written, it is hard to
predict which corporate tax changes
will be included in the mammoth budget "reconciliation" bill working its
way through Congress. A reduction in
the 35% corporate capital gains rate
seems close to certain because the
House has approved a 25% rate and
the Senate is considering a rate between 25 -30 %. The House also eliminated the alternative minimum tax
(AMT). The Senate seems not to want
to go that far; it may settle for reform,
although it is not clear what that
means. The R &D tax credit, which expired last June 30, was extended to
December 1997 by the House. The
House also acceded to heavy manufacturers by allowing for a one -time election of an alternative baseline. The
Senate may or may not go along with
an extension and an alternative
method of computation. Among the
more controversial provisions in the
House bill was elimination of the 50%
excise tax on pension fund withdrawals for expenditures other than retiree
health benefits. That would be in effect until July 1, 1996, with the tax
going to 6.5% thereafter. Corporate
income taxes still have to be paid on
these withdrawals. Given the fact
that the provision would hasten withdrawals, it would raise revenue for
the federal government, which would
not be the case for the AMT or R &D
(loss of $4.4 billion under the House
provision) amendments. ■
Step hen Barlas is a jo urnalist with mo re than
15 years of exp erienc e rep orting fro m Washington, D.C.
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activity-based information
throughactive charts, graphs and
crosstab formats. Particular issues can
be examined in detail; for example,
performance analysis or profitability,
using the drill -down process to

plus all the features to instantly
explore, analyze and report it.
For an on -site demonstration
of this powerful tool, call
ABC Technologies today.
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Oros EIS'"' and ABC Technologies`- are trademarks of ABC Technologies, Inc. PowerPlay is a
registered trademark of Cognos, Inc., Copyright 1995, All Rights Reserved.
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Telephone
+46 21 32 35 98

Fax
+46 21 12 76 35

Internet: eis ®abctech.com
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`Can I turn down a promotionT

Having been offered a substantial promotion at my present place ofemployment
might not seem to be a problem. But for me, it has created a thorny dilemma and
has upset what was until now a pleasant 10 -year run as a cost accountant at my
company. The promotion that's been offered me means a loftier title, more money,
and greater responsibility with a fairly large staff reporting to me. All that sounds
fine, except that I truly enjoy what I do in my present job. I don't need more money
to live comfortably. Titles, while important indicators of corporate status, mean
little to me. And having additional people report to me strikes me as making my
life more difficult rather than enhancing it. Can I turn down this promotion without jeopardizing my current job and my career?

Robert Half, Editor
It's a tricky proposition.
Maybe. Maybe not.
Turning down a promotion can be a
very tricky proposition, and only the
individual faced with such a situation
can make the ultimate decision.
In turning down this opportunity,
you run the risk of sending a negative
message to management —that you
not only lack ambition but are unwilling to accept added responsibility that
would benefit the company.
But that is not to say you should
accept every promotion you're offered.
There can be many valid reasons for
not leaping at promotion opportunities; your reasons might make a great
deal of sense, especially if you
know yourself and what's good for
you.
Many employees thoroughly enjoy what they do and have little
or no interest in being elevated to
positions that take away from
them the hands -on work on which
they thrive. We've all heard of the
"Peter Principle," which basically
says that employees often are promoted to their "level of incompetence," meaning simply that people sometimes are promoted above
and beyond their level of comfort
and ability. A classic example is a
superb teacher who, because of excellence in the classroom, is pro14
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moted to the post of principal where
teaching skills are wasted and where
most former teachers are ill- equipped
for handling their new administrative
responsibilities.
I gather from your letter that you
know yourself pretty well and have
pretty much decided that this promotion opportunity is not for you. In turning it down, you could express your
belief that you would be less effective,
and by extension less valuable to the
company, than in your present job. You
also could be honest and say it would
make you personally unhappy.
I would recommend against both
approaches.
A better way to decline is to present

Fred, Fred, have a heart! You'll louse up
the whole vacation schedule!"

an alternative proposal that would allow you to enjoy the added benefits of
the promotion yet retain some of the
present responsibilities you enjoy having. How you structure such a counterproposal depends upon your company
and the way it functions. But if you
think hard and long enough, you
might determine a way to accomplish
both goals —being promoted, but at the
same time retaining as much of your
present situation as possible.
I assume you've had talks with the
person you would be replacing. That's
important, along with talking to those
employees who would report to you in
your new position. Learning everything possible about the new job, along
with everything there is to know about
yourself and your needs, is the key to
making a reasoned decision.
Most of us begin our careers with
the hope that we will enjoy steady advancement as we grow in knowledge
and experience. Obviously, being promoted within our places of employment is the most obvious signal that
we are advancing.
But I have always been a believer
that careers have the best chance of
flowering when individuals are doing
what they do best and what they enjoy
most. When they're promoted to positions that don't make optimal use of
their talents, or that place such demands upon them that they are not
able to foster satisfying personal lives
to complement their professional ones,
their careers often stall rather than
advance. Being elevated to a job you
don't like, and feel inadequate to perform effectively, can only hurt your
career in the long run.
Obviously, your employer
thinks highly of you to have offered this promotion. Which
means that if you turn it down,
the company will not want to lose
you.
But the risk is always there
when you turn your back on a
promotion opportunity, just as it
is when declining to accept a
transfer to a different geographic
area. ■
Robert Half, CPA, is the founder of Robert
Half International, Inc., the world's largest
staffing service firm specializing in the accounting, finance, and information systems
field. His latest book isFinding. Hiring, and
Keeping the Best Employees (John Wiley &
Sons).
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AccountingSoftware
for the way you 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 V'isionShiftTmAccounting.
The integrated, client/server accounting solution
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business structure. Even
complex inter - department allocations and
multi- company consolidations are easily handled.
And just as easily modified when your business
changes.
With seamlessly integrated
Accounts Receivable and
nterprise

Built for the
E
Accounts Payable, invoices,

checks and other transactions are automatically
reflected throughout the system for accurate
reporting. Our graphical on- screen calendar
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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 budgeting 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
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driving your enterprise from the desktop is more
than a better way to run your business.
It's a VisionShift.
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Gem/Collier-Jackson
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Tampa, FL 33607
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FAX 813/876 -8786
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Anthony P. Curatola, Editor

REPRESENTATIVE
ARMEYS
' PROPOSED
TAXREFORM
AsCongress starts debating tax re
form for the individual taxpayer, it will
discuss major proposals that would
change business taxation as well. Under proposed bill H.R. 2060, by House
Majority Leader Richard Armey (R.Tex.), the current corporate income tax
would be replaced with a 20% flat tax
(reduced to 17% after December 1997)
based on new parameters for business
taxable income. Treasury Department
officials have testified that the rate
structure of H.R. 2060 would result
in a dramatic reduction in federal
revenues.
The flat tax also would be imposed
on the self - employed individual and
partnership whose taxable income
now flows directly to their personal tax
returns. With a flat tax, the selection
of a business entity, therefore, would
have less consequence for tax purposes, so the Subchapter S Corporation flow - through concept would become obsolete. The use of trusts for the
transfer of income may change as well.
Although trusts are not mentioned
specifically as a taxable entity in Section 102 of the bill, they could be considered taxable as an "otherwise" business entity. Tax exempt organizations
and government entities are excluded
from taxation.
Under H.R. 2060, business taxable
income would be gross active income
reduced by specified deductions. Gross
active income would include sale or exchange of property or services but
would not include interest, dividends
(which also are not deductible expenses), or other passive income. Deductions from gross active income
would include cash wages, contributions to a qualified retirement plan,
16
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and the cost of business inputs, which
is the amount paid for property used
or sold in the business, the amount
paid for services other than wages, and
any taxes imposed on the purchase of
property or services in connection with
the business.
Deducting the amount paid for
items would eliminate the need for calculating tax depreciation for the purchase of fixed assets because such
property items would be fully deductible when purchased. The need for
valuing the ending inventory for tax
purposes also would be eliminated. Because the cost of the property purchased for resale would be deductible
whether or not resold, there would be
no need to reduce the cost of goods sold
by the amount of the ending inventory
as is done for financial statement reporting purposes. If there is no tax for
ending inventory, then presumably
there would be no additional inventory
costs capitalized. Even the manner of
determining state and local income
taxes would change because many jurisdictions have federal taxable income as their starting point and use
many of the federal tax laws in the calculations.
Under the proposed bill, excess deductions would be carried over in the
same way a net operating loss is handled currently, but there is no specified
time limit for expiration. The amount
of carryover would be increased each
year by an interest factor based on the
three -month treasury rate for the last
month of the taxable year.
Other proposed changes affecting
businesses include the deductibility of
actual travel and entertainment expenses that are reasonable, the repeal
of the alternative minimum tax (which
includes the enviromental tax), the repeal of all tax credits, and the repeal
or substantial modification of many
provisions relating to restrictions on
qualified plans. The proposed repeal of
estate and gift taxes would provide re-

lief to closely held family businesses.
One major undefined area includes
banks, insurance companies, broker dealers, investment companies, and
other financial service business activities. Moreover, investment income is
not defined. Another area without
clear guidance is the proposed accounting methods available under
H.R. 2060. Overall, the bill seems to
propose the use of cash and disbursement method.
Again, individuals will be taxed at
the the same rate as businesses, that
is, a 20% tax rate for personal income
reduced to 17% after December 1997.
Other similarities include the taxation
of earned income and the exclusion
from taxation of interest, dividends,
and other investment income. With
businesses such as partnerships (and
perhaps trusts) being taxed at the entity level, there would be no flow through of taxable income. The standard deduction would be increased
greatly, but many of the current itemized deductions would be eliminated.
Although exemptions for dependents
would be eliminated, the standard deduction would be increased for each
dependent.
Armey's bill proposes other major
tax law revisions. It proposes not
only major changes to individuals and
businesses, but also proposes the requirement of a supermajority for tag
changes, zero -based budgeting, reauthorization of discretionary programs
and unearned entitlements, spending
caps, and the requirement of a balanced budget by the fiscal year 2002.
Overall, H.R. 2060 proposes a flat
tax and simplifies the calculation of
taxable income for most business entities significantly. The given simplicity of the proposed tax law, however,
will create debate as the complicated
business issues are compared to the
proposed bill.
Next month's column will look at the
proposal offered by Senators Sam
Nunn (D. -Ga.) and Pete Domenici (R.N.M.).—C. Clinton Stretch and James W.
Rinier, CPA
C. Clinton Stretch is director of Tax Legislative
Affairs at Deloitte & Touche LLP, Washington,
D.C. He can be reached at (202) 879 -5600. James
W. Rinier, CPA, is senior tax consultant at
Deloitte & Touche LLP, Philadelphia, Pa. He can
be reached at (215) 246 -2300.

TAKE ABC/ABM
TO THE NEXT LEVEL
ABC vs. ABM and Reengineering

Activity -based costing is great for getting more reliabledata about your costs. But it's only data. Activity-based
management, on the other hand, can provide some real benefits for business reengineering — as long as it's firmly grounded in
an approach based on operational processes. (Because, after all, it's theprocesses that causemost of thecosts.) Besides
analyzing the past (with ABC), you need to manage today and plan for the future with ABM. Wouldn't you like to test your
theories — in real time— against budgets, capacities, throughput, customer profitability, and other veryreal benchmarks?
With NetProphet" softwarefrom Sapling, companies havefound that theycan do all of this: theycan applythestrengths
of ABC to arrive at more relevant cost information, and theycan incorporate ABM to improve the underlying processes and
evaluatereengineering strategies on atimelybasis.
Products vs. Processes
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NetProphet allows you to look at your business in acommon - sense, process- oriented view. This is a
keydifferencebetween NetProphetand other products that provideABC analysis only.If you
want tocreateamulti - functional ABM team, it's vital that you haveatool that
displays results (notjust data) thateveryonecanquicklyunderstandanduse.
NetProphet is theonlyABM software with quick and flexible"what -if"
analysis.Justpoint totheprocess, changethevariable, and theresults are
displayed instantly. Multiplemodels areeasilyconsolidated sothat you can
comparedifferenttimeperiods,sites,product or servicelines, or customers.
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Technology Transfer

Withmorethan adecadeof
experienceand hundreds of active
installations in all typ es of
businesses,Saplingcanguideyou
throughsuccessfulproject
implementation — and giveyou
theskils tobecomeself - sufficient.
Weknow how todesign theright
model for your business,and we
have the training and facilitation
expertisetoassist in integrating the
Sapling toolset within your
corporatecomputingenvironment.

UnitedStates:
1050(enterAvenue,Suite325
FortLee,NewJersey07024
(201►9444440
Fax: (201)944 4441

5440SWWestgateDr.,Suite370
Portland,Oregon97221
1503)2975330
Fax:(503)2975332

Isolation vs. Integration
BecauseNetProphetuses manycorporatedatasources,werealizethe
need toprovidesecureaccess tothesesources.Sapling DataManager'is
our solution. DataManager offers thepower of cross-platform access with
links toall major databases and transaction systems. From theuser
perspective, dataretrieval and re- population of theNetProphet business
model is completelyautomatic.
Sapling has theonly softwarethat combines the best of all worlds:
networked activity-based costing and management, agraphical process
view, capacityplanning, constraint checking, and immediate"what -if"
analysis — all in oneeasy- to-usetoolset that can beintegrated fullywith
your existing computing environment.
Data vs. Information
NetProphettransforms sourcedataintoinformation, and you now
haveeven morepower tocommunicateandsharethatinformation.With
Sapling'snewResultsManagerTMsoftware,youcaneasilyandquickly
access,analyze, and presenttheinformationcontainedin theNetProphet
business model. ResultsManager provides clear graphics,smarttables,audioand
visual alarms, and drill -down capability. Theresults and analyses areportable, and
maybesent to your laptop for review when traveling, or transmitted around the
corporatenetworktosupportthestrategic decision- makingprocess.Thus, your
Sapling toolset provides a trulyintegrated tool for monitoring, decision
`
support, benchmarking, andstrategic analysis.

Canoda:
5925AirportRoad; Suite610
Mississauga,OntarioLU1W1
(905)678-1661
Fax:(905)678-1667
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Europe
TheSwanBusinessCentre,Suite9
FishersLane,Chiswick,LondonW41RX
44(0)181.9951331
Fax:44(0)1817427301
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Kenneth A. Allen, CMA, Editor

THEONE-DAYCLOSE
In August 1990, it was taking two
weeks to close the books and prepare
end -of- period financial statements. A
one -day close seemed impossible, but
today it is the way we do business at
Johnson & Johnson Vision Products,
Inc., a wholly owned subsidiary of
Johnson & Johnson. Supporting the
rapid worldwide growth of our product, Acuvue contact lenses, with timely reports was a continuous stress to
the financial organization. The magnitude of this problem was brought into
focus when benchmarking information collected from several studies
showed we were at a competitive disadvantage because of the time and cost
of closing the books. We were paying
more to have it later.
All levels of management were made
aware of this problem to get their buy in for change. There was no magic formula: We used well -known tools and
teamwork and stayed focused on continuous improvement and our ultimate goal of a "one -day close." Also
helping our success was a culture that
encourages and rewards risk taking
and empowers employees to make decisions concerning the processes they
control.
A project team was established with
representatives from financial reporting, marketing, operations, information services, and production planning, which provided critical information for the operations accounting
group. The team was charged with
working with their customers and empowered to make decisions for them in
relation to the closing process.
Seventeen months after beginning
the initiative, we were consistently
achieving a three -day close. We made
some significant changes during that
time. We strictly adhered to deadlines,
18
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using estimates to avoid slowing down
the process. We found that the variance between the estimate and actual
was never significant. We standardized internal management and operational reports. Changes to these reports were communicated far in advance of close so that the requirements
were understood.
Through these efforts, we were able
to eliminate seven days from our process by working faster and smarter. It
was at this point we hit the continuous
improvement wall. If we were going to
make a one -day close possible, then we
were going to have to move out of the
comfort zone and reengineer the entire
process. The first step was to take the
closing process and break it down into
its subprocesses and determine the interdependence between them. This exercise exposed the critical path and
identified nonvalue activities. For example, we were not posting automated
accounts payable accruals to the ledger until the first day of the closing.
Other nonvalue activities identified
were that all entries had to be reviewed and approved by managers prior to submission; period production
was not finalized until the second day
of the closing process; spending was
not finalized until the morning of the
second day; allocations were not made
until the end of the second day after
the spending was finalized; and inventory movement entries could not be
made until the third day after allocations were reviewed.
The next step was to attack these
critical path items to bring them within the six -hour window of a one -day
close. This step required a complete
paradigm shift by the finance group.
Preparations for the close moved to before period -end (instead of after), and
reconciling accounts was replaced with
a variance analysis. We streamlined
all the processes following one princi-

ple: Eliminate what you can first, simplify what is left, consolidate like activities or information —if you can
satisfy all relevant requirements —
and, only then, automate the process.
The Pareto principle (80/20 rule)
was applied as a tool for eliminating
unnecessary work. Levels of relevancy
were established and applied by each
area, reducing manual journal entry
line items by 80% and eliminating all
interdepartmental corrections. Each
associate was challenged to track
his/her area's activity throughout the
month, including production, thereby
eliminating the need for a detail review and the usual surprises found
during the close process. On the last
day of the period, any relevant receipts
are made manually along with period end timing accruals (utilities, compensation, and so forth). These estimates
have improved in accuracy because
the associates are much closer to the
day -to -day activity in their areas. Also,
we saved one full day during the close
process because preliminary spending
information is available at the start of
the first day after the end of the period.
We eliminated the management review prior to input. Associates now
have ownership of this process and can
resolve issues. This action has increased the credibility of the information so that several processes run parallel instead of end -to -end, such as
running allocations the last night of
the month prior to seeing the departmental spending. Production departments are reviewed in the morning,
and production movement is recorded
midday, the first day after the reporting period.
The management report is condensed into one page of key indicators,
with each associate providing tailored
reports for the areas he or she supported. The one -page report concentrates
on the variance in the key indicators
vs. plan for the company.
The financial staff's focus has
changed from compiling and reporting
to controlling and shaping the future.
There is higher morale and increased
job satisfaction. Teamwork was the
definite catalyst for action. —Kenneth
A. Allen, CMA
Kenneth A. Allen, CMA, is op erations c ontro ller at Jo hns on & Johnso n Vis ion Prod ucts, Inc .,
Jac kso nville, Fla. P hone: (904) 443 -3405.

It's time for a Netter solution

Commander;",FDC
Tired of saying "Sorry I can't" because reports from a'70s accounting system can't keep
pace with your company in the '90s? You need Commander FDC (Financial Data Control),
the client /server solution for financial consolidation and reporting that simplifies the most
complicated (and most urgent) information requests. With FDC, reorganizations are as
simple as changing an on -screen organization chart and pressing the "Consolidate" button.
Commander FDC helps you collect, consolidate and analyze financial data with ease.
FDC's database keeps all your reports consistent whether you use a spreadsheet (via FDC's
built -in linking) or use FDC's own multidimensional analysis. So before you have to say
"Sorry" again, call Chris Kelly at 1 -800- 922 -7979 to learn about a better solution,
Commander FDC.
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WOMEN IN MANAGEMENT ACCOUNTING:

Determined to
As you can see, the "typical" woman working
in management accounting (see "The Typical
Respondent," p. 26) presents a multifaceted
portrait. Our survey results paint a complex
picture of some inspiring successes and some
discouraging experiences as women meet roadblocks to promotion despite their demonstrated
abilities. But the overriding tenor of the responses to the survey are an attitude of "can do" and determination to climb the ladder despite obstacles.
Women's salaries still lag those of male members of the Institute. The largest segment, almost a third of those responding, were earning
$30,000 - $40,000; some 22% reported salaries
of $40,000 - $49,000, and about 25% of the survey sample reported salaries of $50,000 to
$75,000. (See Figure 1.) Forty -two percent of
those women with five to 10 years' experience
in accounting /finance were earning $40,000$75,000. Almost half of women members with
more than 15 years' experience were earning
$50,000 4100,000.

42%AREMANAGERS

M

BY KAREN S. BELL, ROBERT F. RANDALL, AND
KATHY WILLIAMS
en years ago when MANAGEMENT ACCOUNTINGS surveyed IMA women members at the managerial level and above
we heard numerous complaints of job discrimination and the "glass ceiling." Our latest survey
of 2,000 women at all levels presents a new
image of female IMA members: more assertive,
more optimistic, more self-confident—but still
emphasizing obstacles to promotion and career
success.
20
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ost women members responding to the survey (42 %) were managers, assistant controllers, division controllers, or corporate controllers. Some 34% hold staff positions, which
include titles such as staff accountant, senior
accountant, economist, financial analyst, systems analyst, programmer, administrator, and
internal auditor. Seven percent hold titles of
owner, president, corporate officer, CFO, or vice
president. (See Figure 2.)
The majority of the respondents have worked
less than five years in their current position
(64 %). The fact that only 6 % have worked 11 -15
years, or more, in their current position offers
one explanation for the limited number of women in top corporate and accounting positions. It
also would suggest that women are changing
jobs frequently. (See Figure 3.)
Th e dat a bear th i s fact o u t : 58% have
changed their job at least once in the last five
years. (See Figure 4.) The major reason (51 %)

T h e n e w b re ed o f wo m en ma n a g eme n t
a cco u n t a n t s p ro j ect s a n i ma g e o f

Succeed
for the change: "To further personal career
goals." " New challenges " and "more money"
were given as the second and third major reasons for changing jobs. Another major reason
that was cited: "Better opportunity for promotion." (See Figure 5.) An associate manager
with an MBA degree noted: "Got overlooked for
a promotion. Am seeking new employment opportunities where a company is less sexist." A
manager wrote: "I have hit ceilings in my
two previous jobs because the next position was
not and would not be available for many years.
I left those companies." Another said that,
faced with discrimination at one company, "I
moved on and sought promotion elsewhere
(successfully)."
Young women just starting their careers
seem determined and self-confident. Said one
cost accountant in her 20s with a B.S. degree
and CMA: "...I would not accept a position if I
knew that my sex played a role in choosing me
for the position. It is very important for me to
advance through my personal efforts as opposed to meeting some quota. On the other
hand , I expect equal consideration as my male
counterparts. I will continue to expand my
qualifications through education, certification,
and experience, and do the best job that I can
with the opportunities that come my way.
Eventually, I expect I will be viewed and used
as the asset that I know I can be, either in this
organization or another one."
Another in her 30s said: "Applied for a
management position and was denied. Told
my employer I would do the job for six months
with no pay increase. After two months I was
given the job and the pay increase that went
with it."
A financial analyst wrote: "Went in back
door, bulldozed down front door, obtained high
visibility, and eventually overcame."
What positions do they hope to hold in the
next five years? Twenty percent want to be
controllers and 14%, assistant controllers, but
38% had other goals ranging from CFO or
CEO to professional positions not in the field
of accounting and finance. (See Figure 6.)
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THECHANGINGWORKPLACE?

Virtually all respondents feel they are equal-

ly or better prepared than m en for their careers
(91 %). And m ore than half believe they work
harder than their m ale colleagues (56 %). Given
this backdrop of competence and fortitude, it is
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ALOOKATTHERESPONDENTS
women who are 20 -30 years old in the

members yielded 704 usable surveys, a

$30,000 - $39,999 salary range than in the

response rate of 35 %. We used respon-

$40,000 - $49,999 salary range. Of all the

dents' annual salaries as the overall basis

women in the second group, 19% live in the

for comparison. To report the findings

South Atlantic region, 18% live in the Mid-

here, we combined the ranges as

dle Atlantic region, and 15% live in the

follows:

Pacific region.

• First group: less than $20,000 to $29,999;

Fifty -one percent supervise one to five

• Second group: $30,000149,999;

people. Of the women in the $30,000-

• Third group: $50,000 to more than

$39,999 salary range, nearly half do not su-

5100,000.

MEOW
or

Our random sample of 2,000 IMA women

More than 15 years 3 %

pervise anyone compared to slightly more

WOMEN IN THE FIRST GROUP

$49,999 salary who do not supervise any-

These women represent 14% of the sample responding to the survey. Some statis-

one.
Thirty -six percent have worked in ac-

tics for this group are:

counting /finance forfive to 10 years. There

■ 52% are between 20 and 30 years old;

are more than twice as many women in the

■ 56% are married;

$30,000- 30,999 salary range who have

■ 57% do not have children;

worked in accounting /finance for less than

■ 37% hold the title of staff accountant;

five years compared to those in the

■ 42% have worked in accounting for less

$40,000449,999 salary range. Twenty -one
percent have worked in accounting /fi-

than five years;
■ 74% hold college degrees, 62% of which
are undergraduate business degrees.

nance for more than 15 years. Fourteen
women are CMAs.

Three people have a high school education only.

WOMEN IN THE THIRD GROUP

These young women work hard, putting

Thirty percent of the total respondents fall

in overtime hours every week (74 %). Seven
women in this salary range are business

into this category, with the largest cluster
in the $50,000 to $75,000 range (81% of this

owners. There is one corporate controller

group or 24% of the total respondents).

and one assistant corporate controller.

Some statistics for this group are:

Twenty-three percent live in the South At-

■ 95% are between 31 and 50 years old;

lantic region. Three women are CMAs.

■ 69% are married;
■ 55% have children;

WOMEN IN THE SECOND GROUP

■ 31% hold MBA degrees;

About half the total respondents fall into

■ 14% are CPAs;

this category (53 %), which can be divided

■ 48% supervise one to five people,

further: 30% are in $30,000 - 539,999 salary

■ 92% work overtime; 14 women work

range, and 22% are in the $40,000 - $40,999

more than 60 hours a week.

salary range. Of this group, an equal per-

There is one woman between 21 and 30

cent are staff accountants and senior ac-

years old. Seven women are business

countants (14 %). In this salary range, a

owners, three women are presidents, and

small number of women move into upper

seven women are chief financial officers

management. There are one treasurer and

(CFOs). The largest cluster in this group is

two chieffinancial officers. Additional sta-

made up of managers (20% of this group

tistics for this group are:

or 6% of the total respondents). Forty -four

■ 43% are 31 -40 years old, and 21% are

percent have worked in accounting /fi-

41.50 years old;

nance for more than 15 years. One woman

■ 61% are married;

earning $75,000 to $100,00 has worked in

■ 52% do not have children;

accounting /finance for less than five

■ 17% hold MBA degrees;

years. Twelve women supervise more than

■ 16% hold a CPA;

20 people. One women earning more than

■ 81 % work overtime; eight women work

$100,000 has a high school education only.

more than 60 hours per week.

Twenty -three percent of these women live

There are nearly three times as many

in the Pacific region. There are 10 CMAs.
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5-10 years 22%

11 -15 years 4%

No response 7%

than one - fourth of those in the 540,000-
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Less than 5 years

NOVEMBER 1995

surprising that only 36% of the respondents believe they have the same chances as their male
counterparts for career advancement. In fact,
4317c have a negati ve attit ude abou t their
chances compared to men, and 17% are uncertain or don't know. In short, women feel they
must work harder and smarter than men yet
still do not receive equal rewards. A vice president in her 3Os said , "I am pai d at least
$10,000 less than a man would be paid, and I
know I am more efficient, cost saving, and more
accurate than most men would be."
They have noticed, however, that since they
entered the workforce, women have been given
more responsibility (44 %), and there are more
opportunities for women to advance their careers (38 %), but only 20% feel that salaries
have increased. A manager in manufacturing
explains, "I currently hold the same position
previously held by a male but with increased
responsibilities and requirements. Yet I am
paid $15,000 less per year. How do I resolve
that ?"

39%

No job change

32%
160/0

One job change

Two job changes
Three job changes

f i e =
2%
3%

Four or more job changes
No response
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51%

To further personal goals

40%

New challenges

37%

Moremoney
e,

36%

16%
7%
6%
6%

New location
less overtime
Interpersonal conflicts
Lesstravel

3%

Family leave /obligations

3%

Spouse transferred

2%

Fewerhours /part-time

2%

Increased travel

otion

than 15 years' experience says, "A male employee of this company received a promotion for
which I was well qualified. The male employee
was younger and had been working at this company for only two years. I had 17 years' direct
experience. After much reflection, I concluded
that the only reason I didn't get the position
was gender."
A very successful vice president earning
more than $100,000 at a manufacturing company with revenues of more than $6 billion
summarizes the collective frustration: "I had
hoped that men at younger ages would be more
open minded toward women peers. I find that
even men in their 30s with traditional lifestyles
(Ozzie and Harriet) are as prejudiced against
women as 60- year -olds. At my current level the
office politics and egos are the most demoralizing part of my job and will drive me out of my
company eventually."
She adds, "Most professional women are saving as much money as possible so that they can
retire as early as possible. A woman's identity
(compared with a man) is not tied up in her profession and status within her organization."

THEGLASSCEILING-FIRMLYINPLACE

W

omen still are not well represented in the
Have women members experienced prob- ranks of upper management (84% of the relems on the job? Yes, said 50 %; no, said 43 %; spondents are not in the upper echelon) —the
and 7% didn't answer. For those respondents "glass ceiling" phenomenon. A senior accounwho have experienced career problems, the is- tant and 15 -year veteran felt she had hit it and
sue of equal pay for equal work is part of a set didn't know how to break through. At her comof recurring themes concerning discrimination. pany, women are given responsibility without
Sexual harassment, the glass ceiling, and the titles or appropriate salary.
inability for women to be part of the "good old
Some women cite the "good old boy" network
boy" network mark the as a factor. An associate manager in a Missistone of many of their com- sippi service company notes, "Our company is
ments. Sexual discrimina- made up of the'good old boy network.' If you are
tion in its various forms is a white male and want to fish and play golf,
mentioned at all levels of then you are part of the network."
Linda Youngblood, a financial analyst in San
management.
Corrine Y. Root, a divi- Diego, says, "In my 19 years with this organision controller in Los Ange- zation, I have seen only two women penetrate
les, protests, "I did not get the'glass ceiling,' and only one was shown any
• position as controller for respect by her peers." Robin R. Ganzert of Win• construction division ston- Salem, N.C., illustrates women's acknowleven though I had all the edgment of the glass ceiling and what they
requirements and was told might do about it. She says, "My career problem
I interviewed well. A male is simple. I'm working in a very conservative orwas hired from outside the ganization located in the South and I have hit
company who was not fa- the glass ceiling at the assistant controller levmiliar with our computer el. I recognize this situation and I've dealt with
system and had no real es- it. I will take advantage of the opportunities
tate /construction experi- and move on when I'm ready."
ence. I resigned. It's still a
man's world, even in 1995." OVERCOMINGOTHERDISCRIMINATION
A staff accountant earning between $40,000 and
wo women give some interesting advice on
$50,000 and with more how to overcome sexual discrimination. The

T

21

MANAGEMENTACCOUNTING

NOVEMBER 1995

The Guide is Free...
buttheInformationisPriceless
4::Kary data is a critical part of the
overall hiring picture. That's why you'll
appreciate the 1996 Robert Half and
Accountemps Salary Guide.

The publication, which thousands of
companies rely upon year after year
for the most accurate information,
provides a comprehensive overview of
salaries for key accounting, finance,
information systems and banking
positions. And it's available to you
only from Robert Halfand
Accountemps, the world's leading
specialists in permanent and temporary placement of accounting
and finance professionals.
The Guide also 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 obtain your FREE Salary
Guide, call your local Robert
Half& Accountemps office today
at 1(800) 803 -8367.

MROBERTHALF,
accoun et
® 1995 Robert Half International Inc. An Equal Opportunity Employer.
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The typical respondent could just as likely live in the South
Atlantic (19%), the Pacific (18 %), or the Middle Atlantic (17 %)
regions. She earns 530,000 to 549,999 (53 %) working in a small
to mid -sized (61%) manufacturing company (39 %) where her
work week is more than 40 hours (82 %).
She is married (63 %), will
just as likely have children
(49 %) as not have children
(45 %), and she is between
31 and 40 years old (41%).
She has graduated college
(90 %) with an undergraduate degree in business
(58 %). More than likely she
does not have a CMA (4 %),
but she might have a CPA
(15 %). She does not belong
to another professional organization (63 %) besides
the IMA, and she uses outside activities (61 %) such as
continuing education (77%),
memberships in associations (41 %, and membership in community /civic organizations (40 %) to further
her career.
Although she has worked in
accounting and finance for
more than five years (80 %),
she has been in her current
position for less than five
years (64 %), changing jobs
at least once (58 %) to further her personal career
goals (51 %). She has not
reached the higher levels of
management (84%) such as
assistant corporate controller and above, but she would
like to be in upper management in the next five years
(53 %).
Her primary area of responsibility is financial reporting (63%), the general
ledger (59 %), or planning
and budgeting (48 %), and
she is likely to have been involved in a project dealing
with business process reen-
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gineering (31 %, TQM
(24 %), or changing performance measurements
(23 %). Her department will
have fewer than 10 people
(40 %), and she supervises
probably one to five employees (47%).
Since she began her career, she has noticed that
women's responsibility has
increased (44%) and that
more women hold senior level positions (38%). She
believes that the increased
presence of women in the
workplace has made available more flexible work
schedules to accommodate
working mothers (46 %) and
has eliminated the perception of women in traditional
roles (35 %). If she had a
mentor (40 %), the mentor
was male (64 %). Our respondent would be almost
as active in helping other
women advance in their careers (44 %) as not helping
them (51 %).
Our typical respondent
believes she has spent
about the same amount of
time as her male peers in
preparing for her career
(54 %). But even though she
says she puts in more effort
than her male counterparts
(56 %), she is ambivalent
about whether she has the
same chance as they do for
advancement (36 %, yes;
43 %, no). She would just as
likely have career problems
(50 %) as not have career
problems (43 %).
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first is from a cost accountant in manufacturing, who says, "Middle -age and older male managers watch what they say when I'm present in
meetings. They try not to curse, and, if they do,
they apologize profusely in front of everyone, as
if I can't handle hearing profanity. This situation makes me feel like an outsider and that it's
an inconvenience for me to be included in the
meetings. My solution is to throw a bit more
profanity into my conversations to show them
I'm not fragile, although I don't believe cursing
belongs in a business environment."
Dominique Iyer, a senior financial analyst
working for a computer company in Austin,
Tex., says, "I find that, to be heard, women have
to be more assertive, which sometimes runs
contrary to our upbringing. I get a lot more out
of my peers and supervisors by standing my
ground. My advice when dealing with the male
environment: If they step on you, don't let
them; kick them, and they'll stop."
Women help each other overcome discrimination by acting as mentors. Consistently, they
recommend pursuing education, and they promote women if they are in key positions to do
so. Carolyn G. Sprinkle, a financial manager in
Winston - Salem, N.C., says, "I promote education and responsibility as goals for my direct
support staff."
Although most women say they support one
another in the workplace, a small number of respondents cited problems with female bosses.
A chief accountant from the West Coast was
not getting recognized for her work because
her female manager was taking the credit.
Karlene R. Sherwood of Kue Beach, N.C., says,
"Progress would foster if women would not
play games and would rejoice in each other's
successes."

JOBSATISFACTIONDOESEXIST

Although women are not satisfied with their
movement up the ladder and must change jobs
to resolve discrimination issues, overall they
enjoy their work and accomplishments. They
relish the responsibility, decision making, salary, and the respect from family, friends, and
management that a career in accounting can
provide.
A senior accountant who early in her career
experienced promotion problems because of
gender now writes, "I am highly respected by
management for my expertise in budget management as well as d epartmental management, which gives me the opportunity to make
a difference in my organization." A corporate
controller from New England says it's personally rewarding to "...bring a small company
from the brink of losses to a well - positioned,
financially healthy organization."

Unfortunately, most Activity-Based Management
software tools just aren't powerful enough, flexible
enough or easy enough to use.
HyperABC;' on the other hand, is a liberating
experience. It gives you the freedom to understand
your business better.
Introducing HyperABC 4.0 for Windows.
The more productive way to implement ABM.
Instead of forcing you to input data manually,
HyperABC intelligently captures data directly — and
allows you to update your model automatically.
You can't outgrow
HyperABC,either. Because
unlike other ABM software,
it has no limitation on

Armstrong
HypetABCinclude:
Libbey Owrns Ford
American Express

MSD

model size. You won't

squander resources doing

Shiloh Corporation

large -scale calculations,
only to find that the results

Central Rentfts
DHL

BritishGas

are invalid. HyperABC
validates all data beforecalculation, not after.
And every operation in PC -basedHyperABCis
performed through an exceptionally easy -to-use
Windows"' interface.
The right tool for slicing and dicing your data.
By forging dynamic links with spreadsheets like
Microsoft' Excel or Lotus"` 1 -2 -3;HyperABClets
you analyze information in familiar software. And
only HyperABCoffers true Multi - Dimensional Cost
Object Analysis — the ability to examine your
business across customers, products and distribution
channels, in any combination you wish.
So before you go out on a limb with other
ABM software (or K you're already on a limb
and searching for a way down), take a look
at HyperABC,from Armstrong Laing. For
more information, call
1- 800 - 8834111.

t'

?
r

1`• :
-� : ,r .a

� ,.

•
rr S

0.

,.

01995 Arms" tong, Inc • 3310 Peorhtr Rood Ni Surfs180 • MWnto, GA 30316
(109) 841 ? U • A8[mdmwrsrs arc thctxoperfy d rAc r mspe<tne amen.
No trees wne hwned n thepradKYiond Uxs od, and M one a adn ofir q the des&~
d a w rmhxd resources. lt3 pnr omeroplar...ok?

wG

Circle No. 24

Some respondents even report they have
been encouraged and nurtured by superiors. A
chief accountant on the West Coast, earning between $30,000 and $40,000, says, "While working for a large corporation as a secretary, my
boss recognized my aptitude for accounting.
Basically, he changed my career."
Susan Kerr, an assistant corporate controller
in Wisconsin, says, "Prior management viewed
women as secretarial support for male upper
management. Now we have a new (younger)
president who recognizes the potential of all
personnel regardless of their sex." Mary Grim plin of Madill, Okla., a recent college graduate,
said, "[W]ith no experience, my employer [in
public accounting] took a chance on me. The
wealth of knowledge and experience I have
[gained] has helped me more than anything I
ever learned in college."

HOMEVS.CAREERCONFLICTS
hat influence has the increased presence of
W
women had on the workplace? Nearly half the
respondents (46%)
said more flexible
work schedules are
I available to accommodate
working
were a slightly differmothers. Working
Although our samples
an make a few com
women also have
ent composition, we c
1986 and 1995 survey
helped to eliminate
parisons between the
the stereotypes of
results.
women in traditional
C roles (35 %) and have
In 1986, 69% were in the 31 -50 age group.
1 helped
In 1995 it's 67 %.
the passage oflegisI' lation such as t h e
I Family Leave Act
In 1986, 32% held accounting certificates.
Now it's 24 %.
(44%). Only 27 %,
however, believe the
presence of women
In 1986, 61% held college degrees, and 17 %,
in the workplace has
MBA degrees. Now it's 68% and 20%.
increased the number of childcare BerIn 1986, most worked in manufacturing
i vices available or the
(31 %), service 05 %), and financial services
availability of ex04 %). Now it's manufacturing (38 %) and
tended maternity
service (12 %► with no close third.
leave (26%).
i,
Patricia F. Dilanni, a corporate con troller and assistant
treasurer in Massachusetts, says, "I became the first permanent
part -time employee with full benefits when my
child turned nine months and I told them I
could no longer work full time." Susan Lane, a
manager in a utilities service company, comments, "I have been job sharing for seven years,
and it is very rewarding to be a participating
mother and accountant."

CHANGES
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The majority of the women respondents said
that, except for the increased availability of flex
time, they still feel the lack of a support system
for childcare and maternity leave. Women must
juggle child- rearing obligations with career aspirations. Virginia Wholley, a corporate controller with 10 years' experience, explains, "I
have not seen improvements in the workplace
for women. It is still a superhuman act for women to raise children and work in the demanding
field of accounting."
A manager in a small real estate company
maintains, "I think the role of women in business and accounting has changed over the past
20 to 30 years, but we still have a long way to
go. I don't expect much to change in my lifetime,
unless there is a major societal shift in attitudes of men toward child rearing. Until men
take more of an active role in raising children,
women will remain in the hourly and clerical
positions."
Jo Ann Cole- Hansen, a supervisor in Boise,
Idaho, says, "Each hair - raising day I conquer
provides me with an exhilarated and satisfied
feeling, yet at the same time it creates a longing
for my children." A comment from a cost analyst in a large healthcare company reveals another dimension. She says, "Because there are
more working women, there are more women
taking maternity leave. This situation gives
women a bad reputation in the workplace." A
manager of accounting and operations analysis
crystallizes the injustice that working mothers
face: "I still encounter double standards in the
workplace. Leaving work early to care for a sick
child is a problem for a woman. Taking a two hour lunch to play basketball with the boys is
`networking'."

OPTIMISTICANDAMBIVALENT
hat's the consensus of women management
W
accountants regarding their careers? Three respondents' answers seem to sum up the responses. Cynthia Romanet, a manager in Pennsylvania, stresses, "The workplace has changed
greatly for women as far as their responsibilities and number. Yet we remain underpaid,
have to work harder, and are forced to do it all.
But we must persist to make changes for women now and in the future."
Stella V. Laure1la, an accounting manager in
Florida, adds, "I believe there are many opportunities today for women in the finance and accounting fields. Women just need to go after
them."
Wanda Stevens, a financial analyst in Cypress, Tex., muses, "Sometimes I wonder if the
battle is worth it all." ■
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Motivating
Employees with
Informal Awards
Companies substitute jackets and plaques for bonuses—
and they work!
BY BOB NELSON
he value of informal rewards,
that is, spontaneous, nonmonetary forms of recognition, as employee motivators is increasing today
for two reasons. First, traditional rewards such as compensation and promotions— although still important —are becoming less and less
effective in motivating today's employees to achieve high performance.
Second, informal rewards are effective and highly desired by today's
employees.
The use of traditional rewards is declining in U.S. business. Consider
these facts:

■

■

■

81% of workers say they would not
receive any reward for productive- Author Bob Nelson presents Michele Jansen a Legendary Service Award for exceptional
ty increases.
external and internal service at Blanchard Training and Development.
60% of managers feel their compensation will not increase if their performance improves. been found to have a demotivating effect. Explains Cecil Hill,
3% of base salary separates average from outstanding corporate manager of improvement programs at Hughes Aircraft Company:
employees.'
"I found certain aspects of the cash awards approach would
Clearly our traditional system of rewards in U.S. business be counterproductive at Hughes Aircraft. For example, cash
is in crisis if it fails to differentiate high performance on such awards would reduce teamwork as employees concentrated
a widespread basis. To make matters worse, rewards that are primarily on individual cash gains. We also found that Unitstill in place are losing effectiveness. As Peter Drucker points ed Airlines had dropped its longtime cash awards system because of litigation problems. Other companies pointed out a
out:
"Economic incentives are becoming rights rather than re- negative boomerang effect whenever ideas were turned
wards. Merit raises are always introduced as rewards for ex- down, while many firms reported an ongoing problem with
ceptional performance. In no time at all they become a right. timely response, and others noted disagreements on deterTo deny a merit raise or to grant only a small one becomes mining dollar amounts and conflicts regarding what constipunishment. The increasing demand for material rewards is tutes `a part of normal job performance.' We have also found
rapidly destroying their usefulness as incentives and man- instances where `pay' for certain types of intellectual performance tends to denigrate the performance, and remove it
agerial tools." 2
Material rewards such as cash have in some cases even from the intellectual achievement category, which elicits
30
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pride and satisfaction, and reduces it to a more mundane
'pay- for - performance' concept. In short, cash awards seemed
to have an overall demotivating effect."3

INFORMALREWARDSAREEFFECTIVE
though they are given little or no attention in management literature and practice, informal rewards are effective.
In a recent survey of American workers by the Society of Inventive Travel Executives Foundation, 63% of the respondents ranked "a pat on the back" as a meaningful incentive.4
In another recent study of 65 potential incentives, four out
of the top five incentives ranked by employees as most motivating were initiated by their manager, based upon performance, and required little or no money:

cars, a home mortgage, food, other essentials, vacations, college educations. In her mind, she had provided a service for
her earnings. The money wasn't recognition for her work, but
the 100 Club jacket was.. "s
Think of the impact recognition would have had on this
employee if it were used on a daily basis instead of once every
18 years! As the example illustrates, many informal rewards
cost relatively little or no money so are very cost effective.
Other examples of informal rewards used to acknowledge
performance or build morale can be found at many successful
companies:
Tektronix, Inc., a Beaverton, Ore., manufacturer of oscilloscopes and other electronic instruments, has the "You Done

1. Manager personally congratulates
employees who do a good job.
2. Manager writes personal notes for
good performance.
3. Manager publicly recognizes employees for good performance.
4. Manager holds morale - building
meetings to celebrate successes.5
The effectiveness of such rewards can
be traced back to fundamental principles of positive reinforcement. Positive
reinforcement is effective for several
reasons. First, under conditions of positive reinforcement, the response produces a consequence that results in an
increase in the frequency of the response. Second, the adverse emotional
responses associated with punishment
and extinction are apt to be reduced,
and, in fact, favorable emotions may be
elicited.
To illustrate the power of positive reinforcement on individual behavior,
Daniel Boyle, vice president and treasurer of Diamond Fiber Products, Inc.,
describes the impact on an employee
when she was presented a nylon and
cotton jacket as a special employee recognition reward called "The 100 Club"
in his company:
"You might t hink this i s a trivial
thing, but it means a lot to the people
who earn a jacket. A teller at a local
bank told me once that a woman came
in and proudly modeled her baby blue
100 Club jacket for bank customers and
employees. She said,'My employer gave
me this for doing a good job. It's the first
time in the 18 years I've been there
they've recognized the things I do every
day.'
"During those years she had earned
$230,000 in wages, which had paid for
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Good Award" note cards for managers and employees to document and send "thank you's" to others in the company.
ARA Services in Philadelphia, which provides food and leisure services and textile rentals, organizes a day of appreciation for a worthy person. It announces the day in advance
(e.g., Bob Jones Day) and the reason for the honor. The honoree enjoys all sorts of frills, such as computer banners and
a free lunch.
An executive at NCO Financial Systems in Blue Bell, Pa.,
buys a new suit for junior salespeople when they first reach
their sales goals. Sometimes he also lends his Mercedes to
salespeople for the weekends to show them how it feels to
be a top salesperson at the company.
PepsiCo headquarters in Purchase, N.Y., has a full-time
concierge to help its 800 employees with personal errands
such as booking restaurant tables and theater seats, arranging events for children,
and scheduling household repairs.
When the positive reinforcement is given by colleagues or members of an informal work group, the results can be even
more significant. For example, the Office
of Personnel Management in Washington,
D.C., has the "Wingspread Award." This
beautiful engraved plaque was first given
to the division's "special performer" by the
dep artment h ead. Later that person
passed the award to another person who,
he believed, truly deserved it. The award
came to take on great value and prestige
because it came from one's peers. A recipient can keep it as
long as he or she wants or until he or she discovers another
"special performer." When the award is to be passed on, a ceremony and lunch are held for the presentation.

example, some employees are interested in increasing their
autonomy, while others may be more interested in greater
visibility, in improving their promotion possibilities, or in
merely being thanked for doing a good job for the company.
The best way to find out what employees value in terms of
rewards and recognition is to ask them.

GUIDELINESFORIMPLEMENTING
ANINFORMALREWARDSYSTEM
tin informal reward system is one or more organizational
programs that encourage the use of informal rewards by
management or among employees. The informal reward system is part of a broader informal organization that parallels
the formal organization in every company. Informal organizations come about as a result of interpersonal interactions among people who come
to establish personal relationships that often are independent of their organizational
roles.
Individuals tend to be more strongly motivated by the potential to earn rewards
than by the fear of punishment, which suggests that management control systems be
reward oriented. Here are some guidelines
for implementing an informal reward system within an organization:
p

p

One executiVe
buys a new suit for
junior saleseo le
when they first
reach their sales

goals."

CHARACTERISTICSOFINFORMALREWARDS

What makes informal rewards effective? They are most effective when some simple guidelines are followed. Informal
rewards need to be:

Direct reinforcement of desired behavior. The reward needs
to be given clearly in response to the desired behavior.
Immediate in their use. Informal rewards need to be given
as soon as possible after the desired behavior occurs.
Delivered personally. Part of the power of informal rewards
derives from the way they are delivered personally. The fact
that a manager is taking time —a limited, precious resource
for all of us —to recognize or praise an employee underscores
the importance of the activity to the employee. Time taken
by a peer to recognize a colleague has an equal or greater effect in that it is both unexpected and not required of the
colleague.
Valued by the individual. A final guideline for making informal rewards effective is to be sure they are valued and meaningful to the individuals who receive them.
The rewards that are meaningful to a particular employee,
however, depend on personal circumstances and tastes. For
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Link to organisational goals. To be effective, informal rewards need to support behavior that leads to the attainment of organizational goals.
Good management is that which leads to the desired behavior by organizational members. Management must see to it
that the consequences of employee behavior increase the frequency of desired behavior and decrease the frequency of undesired behaviors.
Individuals respond to many kinds of rewards, tangible
and intangible, on the job and off the job. Tyingthese rewards
to controls is not simple. Consequently, a careful review of
the reward system should be made along with any major redesign of the control system. Insofar as flexibility permits,
the granting of rewards should be related clearly and explicitly to desired performance as reflected by the controls.
Define parameters and mechanics. Once the behavior to be
reinforced is identified, specifics of a reward system need to
be defined. The rules for awarding incentives must be clear
and understood by all. This less obvious feature can make
an incentive system powerful and make a clear connection
between the level of performance and the awarding of the
incentive.
Obtain commitment and support. Once the mechanics of an
informal reward system are clear, the program needs to be
communicated to those you want to use it. Usually this part
of the program can be carried out in a group setting by presenting the program as a positive, fun activity that will benefit the employees as well as the company. Better yet is to
elicit the help of employees in both planning and implementing the program. Such involvement improves employee understanding of and commitment to the program.

Monitor effectiveness. Any program is only as good as its implementation. Informal reward systems must be monitored
to see if they are being used and to see that the desired results are being obtained. Even the best informal reward program will be apt to lose its effectiveness over time because
one of the defining characteristics of a reward is that it is
special. Old programs often lose their
specialness and thus need to be reenergized or discontinued.

jectives. The program, open to any employee, was announced
and explained at a company -wide meeting. Employees could
submit the name of another employee who had gone out of
his or her way to help satisfy a customer request. Typical examples included staying late to ship materials, helping a customer locate a lost order or resolve a billing problem, rear-

Don't be
buffaloed
by teaser
rates.

Link to formal rewards programs. Management must ensure that informal rewards are in line with the formal reward
structure. This outcome can be achieved
most easily by making informal rewards
a subset of larger, more formal reward
programs that are in place. For example, a company award (a formal reward)
could be given to the employee who receives the greatest number of praising
letters (an informal reward) from customers over the course of a year.

HOWHONEYWELL,BLANCHARD,
ANDAMERICANEXPRESSDOIT

H oneywell, Blanchard Training and

you

©

Development, and American Express
epitomize three programs that fit the
njoy a rate of just 15.4%* with the only credit
criteria just described for an informal
line
endorsed by the Institute of Management
reward system. At the Honeywell TechAccountants.
nology Center of Honeywell, Inc., in
Lots of credit cards promise low initial rates, only to
Minneapolis, Minn., management imstick
with annual dues and inflated rates down the road.
plemented a recognition program called
With Private Reserve®, you get a competitive interest
"The Winning Edge" for superior perforrate – only 6.4% above the bank prime rate* – with no annumance "above and beyond" his or her
job. The program was open to any emal fees or cash advance charges. It's perfect for getting cash,
ployee recommended by another emmaking purchases or even paying off those credit cards that
ployee for the award. A committee reno longer offer "special rates."
viewed the recommendations, and
Call us today at (800) 274 -6711 for an application.
individuals accepted were awarded
Because if you're looking for a lower interest rate, you no
$100 cash and a certificate presented at
longer have to roam.
a periodic ceremony. In addition, the
names of all award winners were posted
in the company's newsletter.
The program was considered a success in getting employees to pay extra
Executive/Professional Services, Inc.
attention in helping others with their
14707 East 2nd Avenue - Suite 100 - Aurora. CO 80011
needs, recognizing those that were com111A BankAmerica Company
mitted to excellence, and increasing the
'The APR is based on the bank prime rate (Federal Reserve Statistical Release H.15)
general morale and excitement of the
plus 6.4 %. As of March 1, 1995, the APR was 15.4 %. This rate may vary. Call (800) 274work environment. The program ran its
6711 for complete details. All loans are subject to credit approval.
course over about a year and was discontinued after it was felt that a majority
Circle No. 14
of the employees had received the
award. Although there were some program costs, the benefits ranging trainer schedules to deliver a last - minute training
of the program exceeded the program costs considerably.
request by a customer, and so forth.
At Blanchard Training and Development, Inc., a manageThe employees' names were submitted with a brief dement training and consulting company located in San Diego, scription of the activity that was considered exceptional. The
"The Eagle Award" was established to recognize "legendary recommendations were reviewed by a volunteer committee,
service" to customers —one of the organization's strategic ob- primarily to screen out items that were considered to be an
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expected part of someone's job. The Eagle Committee then
surprised the winners with a visit and took a picture of the
person holding "an eagle award "—one of several eagle trophies that rotated around the company. The photo was displayed on a lobby bulletin board along with a brief description of the activity being recognized. The winner got to keep
the eagle trophy on his or her desk until it was needed for a
new recipient — typically a week or so. At the end of the year,
an "eagle -of -the -year" award was selected from a list of multiple eagle award winners. That person was presented an engraved clock at the company's annual celebration program.
One of several such efforts, this program was credited with
making "legendary service" become an established part of
the company's culture. Once more, it was implemented at virtually no cost. A few employees criticized the program, pointing out that it favored those individuals who dealt with customers on a daily basis, but that was the only brickbat.
Management revised the program after about a year to focus
more on internal customer service, a new priority for the
company.
At Travel Related Services (TRS) of New York -based
American Express, a "Great Performer's" program was started to recognize and reward truly exceptional performance.
Life -sized posters showing famous people with their greatest
performances were displayed throughout the facilities for
many weeks. Then the company began to picture American
Express employees on posters, with a statement of a major
accomplishment by each employee. Afterwards the employee
could take the poster home.
Nominations were made by fellow employees, supervisors,
and customers. Award winners were eligible to become
Grand Award winners, named by the worldwide governing
committee. There was no limit on how many people could
win, and in a recent year 38 employees captured the award,
Prizes for Grand Award winners included an all- expensepaid trip for two to New York, $4,000 in American Express
traveler's checks, a platinum "GP" logo pin, and a framed
certificate.
The Great Performers' program helped to increase TRS's
net income 500% in 11 years, or about an 18% annual compounded rate. The company's return on equity since the program began has been 28%.

IMPLICATIONSFORTHEFUTURE

T

here are at least three trends favoring the increasing use
of informal reward systems today and in the future:
The trend toward fixed compensation. Employee compensation programs today are moving toward fixed compensation
systems in which salaries are frozen and merit increases are
paid only on a bonus basis. Such changes place pressure on
organizations to find other ways to reinforce desired behavior. Informal rewards can help accommodate this need for
new reinforcers.
The trend toward empowered employees. Empowered employees have increased responsibility and autonomy to act
in the best interests of the company. Management's challenge is thus to build adaptability into the controls of the organization, thus providing employees with more flexibility
34
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and freedom to innovate while concurrently directing their
activities towards the common purpose of the organization.
The use of informal rewards by managers can help influence
desired employee behaviors in effective, yet nondirective
ways.
The trend toward increased uncertainty. U.S. business is experiencing constant change at a faster and faster rate. Because companies are operating in a dynamic, changing environment, management must use more flexible, less formal
coordinating mechanisms that increase the use of informal
controls and attempt to reduce reliance upon formal management controls. Informal systems work better during times of
uncertainty. In such times, informal systems can help to stabilize operations better than more formal control systems. As
Maciariello and Kirby explain, "The association between the
informal and formal changes with the degree of uncertainty.
As stability and predictability increase, the use of formal systems increases. In times of major change, the informal system should be the dominant management system. The formal system, that is, the policies and procedures that applied
to the past products and customers, may actually be looked
upon by management as a potential barrier. "'
Informal rewards even have increased potential for use
with executive management. "In today's business environment, the critical motivational needs of executives and,
therefore, the effectiveness of most incentive schemes are undermined. In a climate characterized by debt -laden companies, changing ownership, corporate downsizing, flattening
organizational structures, and a $375 million outplacement
industry, there is less certainty, loyalty, and stability. This
environment undermines the needs for belonging, security,
and control. Most executives have usually satisfied their basic financial needs. While stock options or additional bonus
dollars play a role, personal incentives, such as recognition
or achievement, become more important."s
The challenge is to design management controls that simultaneously encourage continuous improvement and autonomy within current operations and yet are capable of adaptation to major discontin uities in the environment.
Informal reward systems can do just that. ■
Bob Nelson is vice president of Blanchard Training and Development, Inc.
in San Diego, Calif.; a doctoral candidate at The Peter F. Drucker Management
Center of The Claremont Graduate School in Los Angeles; and author of 1001
Ways to Reward Employees (Workman Publishing, 1994), now in its 11th
printing. He can he reached at 1- 800.728.6000, ext. 5293.
' Craig Eric Schneier, "Capitalizing on Performance Management, Recognition, and Rewards Systems," Compensation and Benefits Review, March -April 1989, p. 23.
Peter F. Drucker, Management Tasks, Responsibilities, Practices, Harper and Row, New
York, 1974, p. 239.
'F. Cecil Hill, 'Generating Ideas That Lower Costs and Boost Productivity;' National Productivity Review, Vol. 8, No. 2, Spring 1989, p. 161.
Survey conducted by the Society of Incentive Travel Executives Foundation as reported
by Christina Lovio- George, "W hat Motivates Best ?" Sales & Marketing Management,
April 1992.
'Gerald H. Graham and Jeanne Unruh, "The Motivational Impact of Nonfinancial Employee Appreciation Practices on Medical Technologists;' Health Care Supervisor, 1990,
80i, pp. 9.17.
°Daniel C. Boyle, "Ideas for Action —The 100 Club," Harvard Business Review, March April 1987, p. 27
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Is Gainsharing the
Wave of the Future?
Monthly bonus
checks can
jump -start
productivity.
BY WOODRUFF IMBERMAN
Wall Street Journal article reported how a furniture company
in Arlington, Va., was able to
turn a loss to a profit and increase
sales each year since 1991. In that year
Rowe Furniture had a net loss of
$47,000 on sales of $63.8 million. In
1992, after installing gainsharing,
Rowe earned 25 cents a share on sales
of $73.5 million.
The Wall Street Journal noted:
An important driving force behind the company's performance
has been the establishment ofits
`gainsharing'program for employees that turned away from the traditional piecework model... Employees are awarded bonuses
based on their performance in
comparison with a standard cost
vs. output measure. For instance,
they are encouraged to turn out
mistake -free pieces, thus removing
the expense of sending pieces
through a quality- control step.
And employees are encouraged to
share ideas for improved productivity with management. `The program has had a dramatic impact
on what we're able to do,' Gerald
M. Birnback /president] said, adding that the program has allowed
the company to be more competitive and improve productivity.
`Employees are happier, and turnover is almost nil.'I

If "gainsharing" can help accomplish such a turnaround for Rowe, can
a similar program achieve the same
success at other companies? The
American Productivity and Quality
Center predicts that gainsharing
"will become one of the fastest growing strategies in the U.S. in the 1990s
and beyond."2 Let's look at some case
studies of the implementation of gainsharing.

WHATISGAINSHARING?

G

ainsharing is not an incentive or
bonus plan for individuals exceeding a
standard or quota. That's the old piecework system. Gainsharing is a group
bonus plan. The entire factory workforce is involved in an effort to exceed
past performance and achieve target
gains. If successful, the gain is translated into cash and shared. Usually
the workforce receives 50% of the gain
in bonuses, and the company receives
an equal share in savings. That's gainsharing in its simplest form.

The concept of gainsharing originated in the 1930s with the Scanlon Plan.
This plan involved the ratio of payroll
costs to sales (see Figure 1). If, for example, payroll costs were 25% of product sales, and such costs were brought
down to, say, 15 %, the 10% savings
would be translated into dollars and
split 75/25 between workforce and
company. One possible drawback of
the Scanlon Plan is that management
must unveil costs and sales data.
Many companies are reluctant to reveal such data.
Another variety of gainsharing, the
Rucker Plan, was developed in the late
1940s, and it involved the value added
by manufacturing (see Figure 1). Value added is calculated as the difference
between the selling price of the products and the costs of labor, materials,
supplies, and services, so the Rucker
Plan provides an incentive to save materials as well as reducing labor costs.
The bonus pool resulting from savings
under this plan usually is split 50/50
between workforce and company.

Cost of work and nonwork time paid + pension + insurance
Sales dollars - returned goods + inventory changes

Cost of all wages, benefits
Sales dollar value of product - goods returned - supplies, services, materials

Total actual hours worked (base period)
Standard value hours X
earned (current period)
Total standard value hours earned (base period)
Total hours worked (current period►

NOVEMBER 1995

MANAGEMENTACCOUNTING

Having examined dozens of gainsharing plans and installed a
variety of gainsharing programs for various companies, I can suggest
five rules to ensure a successful gainsharing program in any plant:
1. The payout formula must be reasonable and doable. A formula
that pays out minuscule bonuses
or assumes that large improvements will result instantaneously is doomed to failure. Some
guidance is helpful in setting the
formula.
2. The first six to nine months of a
program are vital to long -term
success. Key determinants of
that success are employee involvement in devising the plan—
a delicate process —and employee understanding of the gainsharing program details. Hence a
program of employee education
must accompany the introduction of the gainsharing bonus formula. Reviewing a gainsharing
program carefully with the workforce will produce better results
than gainsharing implemented
without employee understanding or participation.
Employee participation has a
stronger effect in motivating the
workforce to improve productivity and quality than bonus share
or bonus frequency. If employees
have some input on achieving
lower costs or high - quality output, they will understand that
lowering unit costs or improving
quality (or both) will not only add
to their take -home pay but also
will make their company and
their jobs more secure.l
3. While some executives like to pay
gainsharing bonuses quarterly,
that is usually too long an interval to maintain a high level of
motivation. Shorter intervals be-

ImproShare, developed in 1973,
measures only labor costs and uses
time standards and past production
records to set a production criterion.
Its bonus formula is the difference between current labor hours to produce
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tween bonus payments are more
effective. In short, monetary rewards should follow performance
with minimal delay. Monthly
payouts seem to function best in
reminding workers of the rewards of gainsharing.
4. Unionism per se is neither a plus
nor a minus to gainsharing.
What matters is whether the union and management trust each
other. Gainsharing provides the
opportunity for the workforce
and management to concentrate
on problem solving and rewarding improvements, rather than
sparring with each other.2
5. The greater the degree of expert
guidance, the better the resultant gainsharing performance.
Unsuccessful gainsharing plans
discontinued after a year or so
were mainly do- it- yourself plans
designed and implemented by a
well - meaning company executive. Using another company's
gainsharing plan often results in
failure, even if both companies
are in the same industry and produce similar products. The personnel "chemistry" may differ
from company to company and
plant to plant. All successful
plans are tailor -made for particular plant situations.3
W. Imberman, "Employee Participation: W hat It Is,
How It W orks" Target Magazine, Association for
Manufacturing Excellence, Vol. 9, January/February
1993.
1
W. Imberman, "W ho Strikes and Why ?" Harvard
Business Review, November /December 1983.
3
W. Imberman and B. Reach, 'Gains and Losses from
Gainsharing" Industry Forum, December 1989,
supplement to Management Review, American
Management Association, New York, N.Y.

• given output and past labor hours on
• similar output (see Figure 1).
Who uses gainsharing? Some major
companies with gainsharing plans are
Georgia Pacific, Inland Container,
Mead Paper, Huffy Bicycle, Eaton

Corp., TRW, and General Electric. Virtually every manufacturing industry
is represented among gainsharing programs in operation. Yet there are only
about 2,200 companies using some variety of gainsharing. Why not more?

GAINSNARINGATABOXCOMPANY

A

Missouri company employing
about 180 factory workers and manufacturing corrugated boxes, shipping
containers, inner packing, and displays illustrates how gainsharing
works in practice. Under pressure
from an original equipment manufacturer (OEM) customer for lower prices,
the box producer was forced to boost
his workforce to higher productivity in
order to slice unit costs, thereby permitting lower prices.
The gainsharing project began with
an examination of the company's production records for the past two years.
Such digging found that labor costs
(including supervision, plant engineering, scheduling, all indirect labor)
hovered around 37% of total cost. That
is, for every $1 million of corrugated
products, $370,000 went to associated
labor expense. The objective was to
trim those costs.
With some expert guidance, the
company proceeded to design a formula for rewarding the workforce for
achieving lower labor costs. The formula involved convincing the workers
that if they performed harder, smarter,
neater, and more carefully, reducing
labor costs to (say) $300,000, savings
would be $70,000 on the next $1 million production run. The savings (gain)
in that period would be shared equally:
$35,000 for the workers, as a bonus of
$194.44 for each employee, and a
$35,000 savings for the company. The
employee bonuses were over and
above the normal wage rate.
The standard of productivity was set
by careful investigation of past experience showing how many hours were
required for the average production
mix with volume of (good) output. A
typical base period was selected to
serve as a standard. The fact that past
experience involved a mix of corrugated products, containers, and displays
that did not duplicate the current run
of corrugated products exactly presented no problem. The records
showed that the mix held fairly con-

January; the comwhich future output (and gains, if any)
pany saved the
was to be measured. Table 2 summasame amount. The
rizes the results for 1991, 1992, and
Period
CurrentHours Standard Hours HoursGained Gain
gainsharing
pool
1993.
11990)
(19901
119881989)
100%
Share r'
can be paid out in
Today's customers insist on higher January
64,216
71,315
7,099
5.52% 4 a lump sum or disquality standards and lower prices
February
76,005
90,913
14,908
9,80
tributed as a pereach year. These realities are excentage
of
the
emplained and "rolled down" to employMarch
61,350
72,133
10,783
8.78
ployees'
wages,
ees.
Dealing with these issues, the
April
57,690
62,186
4,496
3.89
which eliminates
plan
called for "ratcheting the base."
May
55,458
51,666
-3,792
-3.41
the question of
Ratcheting means that the base,
June
57,474
61,530
4,056
3.52
overtime.
against which improvements are meaJuly
60,370
66,136
5,766
4.77
The company
sured, is tightened annually in line
August
chose to pay
with market realities.
67,496
75,204
7,708
5.70
gainsharing bonusEach year, 60% of the improvement
September
68,106
75,929
7,823
5.74
es
of
4%
every
was
deducted from the base. The meaOctober
63,241
68,534
5,293
4.18
month because the
sure of "improved performance" was
November
66,660
73,061
6,401
4.80
monthly gain
a reduction in staff -hours worked per
December
65,327
72,060
6,733
5.15
shares varied from
ton of good casting. The ratchet forTotal
763,393
840,667
77,274
4.87% y - 3.41%n to +9.80 %.
mula, which lowered the base criterii; Those months that
on every year, resulted in a gainsharshowed a bonus reing base for 1993 of 25.78 staff -hours
stant. The common element -staffturn of more than 4%n had the surplus
per good ton. That was the level to
hours worked or dollars spent on labanked sothat 4% could be paid out
beat in order to achieve a gain. The
bor -could be distilled out and serve
in the slower months (April, May,
result achieved in 1993 was an averas a standard.
June) in order to keep employee inage of 22.58 staff -hours per ton. After
volvement high. All surpluses were
the 60% ratchet, base criterion for the
paid out at Christmas. Since 1990, the
following year, 1994, was 23.82.
BRUSNLESSMOTORS
first year of its operation, the plan
This ratchet concept fits quite well
FACTORYEXPERIENCE
has been successful, with gainsharing
philosophically with continuous imable 1 summarizes the first year
percentages increasing.
provement programs. The gainshar(1990) of the gainsharing plan of a
ing motivates employees to give their
Michigan manufacturer of brushless
full support to continuous improveAFOUNDRYPROFITS
DC motors with planetary gear reduc
ment and TQM programs. Companies
ers for high -power applications. The
he object of the gainsharing plan
often begin gainsharing and TQM proplan was to cut the number of staff in an Ohio gray and ductile iron foundgrams simultaneously for the synerhours needed to produce a given quan.
ry was to reward employees for a cut
gistic effect. Gainsharing offers a ditity of output. "Current Hours" is the
in staff -hours per ton of good casting
rect, immediate link between
actual number of hours worked in Jan
output. In the base period (1990), staff performance and employee compensauary 1990 to produce the given output
hours per good ton varied from month
tion. All gainsharing plans allow a
compared with the 1988 -89 "Standarc
to month -30.1 staff -hours in one
company to change the base following
Hours" for a similar output. For Janmonth to a low of 22.68 in another
installation of new production equipuary 1990, current production remonth. The average for the year was
ment, changes in government regulaquired 64,216 staff - hours. The same
28.4 staff -hours per ton of good output.
tions, significant changes in processes
(or similar) output in the base period,
That output was the base against
or materials due to environmental
1988 -89, required 71,315 staff'
hours. In the month of January
1990, by working harder, smarter, more carefully, the factory
1991
1992
1993
workforce gained 7,099 staff
Monthly average tons produced
1,028.58 1,044.00 1,188.89
hours.
The typical factory employee
Monthly average scrap
107.75 129.23
158.19
was paid $14 an hour for 173
Monthly average good tons produced
920.00 914.11 1,030.70
hours during a month (or $2,422
Monthly average staff -hours worked
24,505.00 22,574.00 23,275.00
monthly gross). The gain of 7,099
Monthly average staff -hours per ton achieved
26.79
24.68
22.58
staff -hours was 11% of actual
Base staff -hours from which improvement is measured
28.40
27.43
25.78
hours worked (64,216 current
hours). This gain was divided
Monthly average tons improved over previous year's base (60% rachet)
0.97
1.65
1.92
equally, and each employee reBase for1991 28.4 staff -hours (from previous year), Base for 1992 28.4 26.79 1.16; 1.16 x 60% .97;
ceived a 5.52% gain for that
28.4 .97 27.43 (base fornext year). Base for1993 27.43 24.68 2.75;2.75 x 60% 1.65;27.43 1.65 25.78.
month, or a bonus of $133.69 for
level
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How can we create an environment that encourages employees to take
ownership in their jobs? This question is common at most corporations today, and
there are hundreds of books on the subject. Based on my experience at six
corporations, I would like to answer this question — implement a gainsharing plan.

Involvement. It is critical that employees participate in making suggestions
and decisions. We are fortunate because our company established a successful suggestion program four years
ago. Involvement also means cooperation and teamwork.
Identity. We established a mutual un38
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The multiple cost ratio was the measurement we selected to use. That measurement has direct labor, direct material, and overhead as the numerator
with net revenue as the denominator.
The financial data for 1992 computed
to 92.84 %, and for January through
September 1993 it was 93.02 %. Then,
we took the multiple cost ratio and divided it into two measurements: direct
material/net revenue; direct labor and
overhead/net revenue. Each measurement is worth 50 %.
See Table 1, which presumes a goal
of a 5% payoff. This measurement is
calculated monthly and made known
to employees. The payout is quarterly.
The logic is that constant awareness is

Commitment. Through gainsharing,
our company and employees became
dedicated to continuous improvement.
The principle of commitment brings
the recognition for the need to change
and the requirement for ongoing
education.
A gainsharing program founded and
established on these principles must
be a starting point. At Volvo GM, our
excitement grew the more we learned
about the important contribution gain sharing could make in the success of
our TQM culture.
Using the four principles as our
foundation, we proceeded to design a gain1
1 GM
Table
PAYOFF
sharing program for
our company. The key
Payroll
$120,000,000
points for our gain X
.05
sharing program are
Payoff
6,000,000
that all employees parCompany portion
6,000,000
ticipate, payouts are
Gainsharing
amountneeded
for
5%
payoff
12,000,000
quarterly, only perforIndividual objective
Objective 5%payoff
mance improvement is
rewarded, and the proPayroll
gram is a natural proOrrville
30,000,000
3,000,000
gression toward total
NRV
40,000,000
4,000,000
employee involvement.
Corporate`
24,000,000
2,400,000
The foundation of a
Parts and service
10,000,000
successful gainsharing
1,000,000
program focuses on
Commercial
16,000,000
1,600,000
people and their behav$120,000,000
$12,000,000
ior. Every employee
'Corporatehasaspecificobjectivetomanageandreduceits$100millionbudget.
must understand how
$

We began with four key principles that
are the foundation of our gainsharing
program.

OrrvilleGainsharing Plan

-

ImpplementingGainsharing
atYolvoGM

Equity. We created a bonus system
through gainsharing so employees
have a common goal with the company.
The equity principle brings the trust
necessary to create synergy.

$

• A gainsharing program can be implemented company -wide by individual units or a combination of
company -wide and individual
units.
• If set up properly, the program will
create an environment for earning —not entitlement. That is, until
you meet and exceed targets, you
are not entitled to any rewards. An
attitude of entitlement is a primary
reason a TQM culture is difficult to
create.
• A properly designed program will
use pay to drive results —a win -win
situation for the company and the
employees.
• The reward system gives validity to
TQM —the company is walking the
talk.

derstanding between the company and
employees so that everyone understands what is expected. The identity
principle helps us recognize the need
for change and encourages an attitude
of we rather than them—again, cooperation and teamwork are promoted.

$

Why gainsharing? At Volvo GM, we
have completed our third year in implementing a total quality management (TQM) culture. A TQM culture
requires and expects changes in behavior. A very important principle in
TQM is to have a reward and recognition system, which gainsharing can
satisfy.
Let's look at some key characteristics of gainsharing and TQM:

he or she personally can make a difference. All employees must become business literate, that is, become educated
on the key issues in the company and
view themselves as stockholders. A
properly designed gainsharing program supports TQM, increases recognition, fosters cooperation and teamwork, and provides a feeling of
contributing to the organization.
Each company should choose its own
measurement to determine the gain sharing payout. Here is our plan at
Orrville.

important for focusing on continuous
improvement, payout has greater impact when tied closely to a shorter
measurement period, and there is a
positive psychological effect when participants receive a larger check on a
quarterly basis.
The reserve fund gets 50 %, and then
50% is divided equally between the
company and the employees. The basis
of earnings will be a percentage of salary, and the payout will be quarterly
based on positive results. For the yearend reserve:
1. Zero -out at year - end —no carryover.
2. Positive balance —pay to employees.
3. Negative balance— company
absorbs.
Eligibility is effective immediately
for full -time hourly and salaried em-

procedures, and so forth. Some companies u se a gainsharing form ula com bining p ro du ctivity and quality im provem en t, cu rtailing ratio of
inven to ry to work in progress, cutting
down o n gas and electrical use (especially im po rtant to foundries, steel
mills, etc.), or reducing lost -time
accidents.

GAINSHARING:
MANAGEMENTCHALLENGE

T here are at least a dozen subvarie-

ties of each gainsharing plan, depending on a company's cost structure, the
type of product or service produced,
the manufacturing process, kinds of
materials, and so forth.4 The wave of
the future in U.S. industry would appear to be pay- for - performance or
gainsharing as a way of improving
plant performance. In an era of global
markets, competitors no longer are located only down the road, in the next
town, or even the next state. They are
just as likely to be based in Nagoya or

Mexico City or Stuttgart. It's a world
in which trade barriers never have
been lower while the demands of customers and markets never have been
higher.
So why aren't more companies using
gainsharing? The explanation may be
along the lines suggested by noted
management authority Peter F.Drucker: "Inertia in management is responsible for more loss of market share, for
more loss of competitive position, and
for more loss of business growth than
any other single factor. "b ■
Woo druff Imb erman, Ph.D, is president o f Imb erman & De Fo rest , a c ons ulting firm in Evans ton, Ill. He c an b e reac hed by fax at (708) 7330074.
' The Wall StreetJournal,Dow Jones & Co., October 2,
1992'
'Cited in "Understanding Gainsharing,' Gainsharing:
Plans forlmproving Performance,edited by B. Graham Moore and T. L Ross, Washington, D.C., Bureau of National Affairs, 1991, p. IX.
3A detailed description of how gainsharing formulas are
devised in different industries is given by W . Imberman
in "Everything You Ever W anted to Know about Gainsharing but W ere Afraid to Ask,` Target Magazine, Association for Manufacturing Excellence, May /June,
1993.
' Peter Drucker, Managing for the Future: The 1890s and
Beyond, New York, N.Y., 1992, p. 174,

ployees, temporary emp loyees, and

new hires. Not eligible are senior management and co -ops (interns ). Participants must be employed at the end of
the measurement period to receive
quarterly payout. To receive the yearend reserve, participants must be employed at 12/3VXX.
Ideas are analyzed, processed, implemented, publicized, and tracked for
quick response and implementation
using Orrville's existing suggestion
program.
We also have a corporate steering
committee, made up of two members
from each location, and a local committee at each location on which the two
local representatives of the steering
committee serve.
Everyone receives a memo explaining gainsharing, the guidelines, and
each individual's role and impact on
measurement. Departmental meetings are held as a follow -up on the memo to answer questions.
Gainsharing offers an opportunity
for employees to earn a meaningful reward for achieving and/or exceeding a
goal. —Lynn McAninch, CMA
Lynn McAninch, CMA, is contro ller, Volvo GM
Heavy T ruck C orpo ration T ruck Ass embly Plant,
Orrville, O hio . He is a member of the Canton
Chap ter, thro ugh which this article was s ub mitted, and can be reached at (216) 684 -0104.
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Pay-for-Performance
How m anagem ent accountants
BY MARK PEDERSON, CMA, ANDGARY A. LIDGERDING

ncreasingly, management accountants are being asked to the many departments and offices. An individual's bonus
develop pay- for - performance programs for their compawould be based on his or her department's performance in
ny's management group. The interest in new compensa- three key areas. Senior management believed that focusing
tion systems may be stimulated by a business climate that
on financial results, client satisfaction, and process improveis becoming more and more demanding or by mandates from ment would guarantee growth and success in the firm. These
company owners to replace traditional salaries with compen- areas were weighted such that financial results would acsation based on individual and/or company performance.
count for 60% of the program. The more subjective areas of
Pay- for - performance programs can justify executive boprocess improvement and client satisfaction would account
nuses or motivate and encourage management in
achieving maximum performance. On the surface, these programs may sound like the perfect
answer to several problems. There are, however,
some significant issues a company must address
before it takes the leap from a salary system to
performance -based compensation.
We took on a project of this type at Short -Elliott- Hendrickson, Inc. (SEH), an engineering
and architectural design firm with approximately
250 employees in five offices. In addition to being
diverse geographically, the company also has several departments within each office. These departments are focused around individual markets
such as airport planning, water resources, waste
management, municipal services, structural engineering, architecture, and others. The company's reporting structure is centered around these
individual departments.
Each department is led by a separate manager
who oversees his or her group of professional staff.
Although there is some overlap among departments, the majority of the projects are done within one group and are under the supervision and
control of the department manager. Therefore, financial performance of the departments is impacted greatly by the individual managers. This
situation made SEH an excellent candidate for a
pay- for - performance program.
The initial plan was to develop a pay- for - perfor- The most important benefit of a pay- for - performance system is that it places responsib
to a situation.
mance program for the professional staff that
would replace the existing "incentive compensation" profor 20% each, and their measures would come primarily from
gram. Despite being called an incentive compensation prosurveys. The total quality management department would
gram, the existing system more closely resembled a deferred handle process improvement, and marketing would handle
compensation program because the annual bonus awards
client satisfaction. Our part of the project, as management
were somewhat subjective and a slight increase from the pri- accountants, was to develop an objective basis for measuring
or year's award was typical. Although this program provided and reporting financial results.
a consistent method for compensation, it did not provide a
measurable basis to increase performance.
THEFINANCIALPERFORMANCEMEASUREMENT
The new program's parameters were that it must: be simple to understand and monitor, be fair to everyone, be conur biggest concern in developing an objective basis for
trollable by the individuals, and encourage teamwork among measuring and reporting financial results was defining per-
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in a Service Firm
I-reated an objective financial measure for compensation.
formance, and, once defined, identifying an expectation or
goal. We determined that financial performance is defined
best by profitability and cash flow. We also determined that,
in these areas, it would be very difficult to quantify performance in absolute dollars because the resources employed
might not be captured. Therefore, the criteria we chose to focus on centered around combining four ratios to gauge profitability and cash flow.
The first ratio, for design projects, is the effective multiplier.
The effective multiplier is defined as net revenues divided by
direct labor dollars incurred. As
the effective multiplier increases, so does profitability. In
determining a desired performance level for the effective
multiplier, we used the budgeted numbers for each department. The budget process considered individual markets and
potential profitability within
them. In addition, the budget
process involved teamwork
among the department heads,
senior management, and accounting, with all parties accepting the final numbers.
Staff utilization, the second
ratio, is direct labor hours divided by total hours less vacation
and holiday. High utilization
rates mean that resources are
being used effectively and with
greater profitability. Again, we
chose to use the budgeted numbers for each department as a
wccesson the individuals closest goal. This ratio is a necessary
part of the program because,
without it, department managers could manipulate their effective multipliers by rejecting projects with low multipliers.
As a result, staff utilization would be lower, and company
profitability would suffer.
The third ratio, percentage of accounts receivable over 90
days, and the fourth ratio, average days unbilled work outstanding, are necessary components to ensure that we are
recording legitimate revenues and also providing the cash
necessary to fund the bonus program. For the third ratio, the
goal is 10% or less, and for the fourth ratio, it is 45 days or
less. Both goals were derived from a cash flow model. As

these two ratios decrease, it means we are doing a better job
of billing our work and collecting our fees on a timely basis.
Without these two ratios, project managers could overstate
the percentage of completion on projects and thereby increase the effective multiplier and profitability. By having
these ratios in the program, project managers are encouraged to manage their jobs so that revenues are recorded,
billed, and collected as the work progresses and related expenses are incurred.
We also made sure that all of the ratios would be reported
based on cumulative results for the year. For example, accounts receivable greater than 90 days for each month would
be summed and compared to the sum of total receivables for
each month. This process would encourage personnel to monitor and sustain performance throughout the year rather
than concentrating their efforts at the end of the year near
bonus time. In addition, all of the desired performance levels
represented significant improvement over the current situation and were considered goals for success.

COMPARINGACTUALTOGOAL

W ith goals identified clearly, the next step was to develop
a reporting process that compared them to actual results.
Keeping in mind the parameter of simplicity, we chose to design a system such that a "score," based on 100 points, would
be developed for each department and a total score for the
company. The score could be used to arrive at the percentage
of the predetermined bonus to be awarded. For example, a
score of 97 would mean an award of 97% of the predetermined
bonus. This system would allow for achievement of excess
awards if the score exceeded 100 points. The score also could
be used as a minimum requirement for an all -or- nothing bonus award. For example, a minimum score of 90 would be required to earn the predetermined bonus. Otherwise, no bonus would be awarded.
To expand on the scoring system, we developed individual
scores for each of the four ratios. As a starting place, we used
the actual results as a percentage of the goal. For example,
an actual effective multiplier of 3.04 divided by a goal of 3.10
represents 98 %. The problem with simply using this percentage is that a score of 98% may appear to be a good score, but
the difference in effective multipliers (3.04 vs. 3.10) represents $60,000 oflost profit for every $1 million in direct labor.
In addition, scores for different results appear to be similar.
For example, an actual effective multiplier of 3.00 divided
by a goal of 3.10 represents 97 %, which is close to our other
score of 98%. The difference in profit between the two actual
effective multipliers, however, is $40,000 for every $1 million
in direct labor. In order to give our scoring system more
NOVEMBER 1995
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Gary Lidgerding (standing) leads discussion on performance ratios with SEH employees
(clockwise) Don Lund, Betty Cerstine, Gary Gray, Larry McNamara, and Joan Johnson.

"teeth," we chose to multiply the variance by two (see Table 1). Continuing
with our example, when the variance
is multiplied by two, the scores become
96% and 94 %, respectively, which results in more of a spread among the
scores and amplifies the effects of poor
performance. The greater the multiplication factor, the more spread out are
the scores.

CORRECTINGPROBLEMS
Atrial run of this system identified
a few more problems. Results in one
ratio could yield a score so much greater than 100 points that results for other ratios became meaningless. For example, a very high effective multiplier
could yield a score of 400 points and
likely result in a bonus award despite
results for the other three ratios.
While this score reflects outstanding
performance, it does not consider billing and/or collection deficiencies. We

Utilization:
Actual
Goal
Percent of goal
Less
Difference
Multiply by
Weighted difference
Less
Score

12

80%
85%
94%
100%
6
2
12
100
88
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resolved this problem by building in a
110% maximum score for each ratio
that in effect placed a cap on the total
bonus to be awarded. This cap helped
for budgeting purposes.
Another problem was that unacceptable results in one ratio could still
yield a decent score. For example, a department's goal for staff utilization
may be 80 %, with actual utilization at
60 %. Despite operating at 75% of
goal— equaling to thousands of dollars
in lost profit—the score computes to 50
points, which is a decent showing. This
problem was resolved by building in
minimum requirements for each ratio
before a score could be calculated.
The key point in determining minimum requirements is to set them such
that if only the minimum were
achieved there would still be enough
profit and cash flow to fund the bonus
program. For this reason, it is very important to develop budget and cash
flow models that allow for input of dif-

Effective Multiplier:
Actual
Goal
Percent of goal
Less
Difference
Multiply by
Weighted difference
Less
Score

NOVEM BER 1995

3.04
3.10
98%
100%
2
2
4
100
96

ferent variables for the four ratios.
The scores for each of the four ratios
then are combined to arrive at one final score. As part of this combining effort, we built in a weighting effect that
ranks the importance of the various
ratios. Because we believe it is the
most important ratio in gauging our
success, the score for utilization is
weighted at 40% of the total score. The
effective multiplier is weighted at 30%
of the total, unbilled work at 20%, and
accounts receivable at 10 %. The four
weighted scores are summed, and this
final score is compared to the goal of
100 points. The result represents a financial performance factor for use in
the pay- for - performance program.

REPORTINGRESULTSAND
SATISFYINGPARAMETERS

E ach month, senior management
gets a summary report containing the
scores for the departments, offices,
and the total company (see Table 2).
The scores are computed by downloading certain information from our
Harper & Shuman general ledger
package into a Lotus spreadsheet. The
process takes less than an hour. Then
the scores for individual departments
and the total company are fed into another Lotus report for department
managers. This report contains several pieces of financial information, including the financial performance factor, that are department specific.
The reports fulfill program parameters by providing timely feedback to
department managers that is simple
to process and easy to understand. Also, to verify their pay- for - performance
scores, department managers are provided additional computer - generated

Days Revenue Unbilled:
Actual
50
Goal
45
Difference
5
Divide by goal
45
Percentage difference
11%
Less
100
Score
89

Accounts Receivable>90 Days:
Actual
14%
Goal
10%
Difference
4%
Multiply by
2
Weighted difference
8
Less
100
Score
92

Ta b l e

Dept.
1

SUMMAR YREPORT

Dept.
2

Dept.
3

Total
Office A

Actual

79%

92%

65%

820/0

Dept.
4
96%

Dept.
5
78%

Total
Total
Office B Company
87%
80%

Goal

87%

95%

70%

89%

96%

79%

88%

85%

Score
Weight
Wtd. Score

82
40%

94
40%

86
40%

84
40%

100
40%

97
40%

98
40%

88
40%

33

38

34

34

40

39

39

35

Dept.

Dept.

Dept.

Total

1

2

3

Office A

Dept.
4

Dept.
5

2.98
2.99
99
30%
30

2.95
2.99
97
30%
29

2.70
3.10
74
30%
22

Effective Multiplier

Actual
Goal
Score
Weight
Wtd. Score

3.10
3.00
107
30%

2.97
3.00
98
30%

32

29

2.80
2.90
93
30%
28

Total
Total
Office B Company
2.85
3.00
90
30%
27

3.04
3.10
96
30%
29

Actual
Goal
Score
Weight
Wtd. Score

I

1

is
Dept.
1
60
45
67
20%

13

Dept.
2
46
45
98
20%
20

Dept.
3
39
45
110
20%
22

Total
Office A
49
45
91
20%
18

Dept.
4
55
45
78
20%
16

Dept.
5
45
45
100
20%
20

Total
Total
Office B Company
52
50
45
45
84
89
20%
20%
17
18

Total
Office A

Dept.
4

Dept.
5

Total
Total
Office El Company

10%

12%
10%

50%
10%

Accounts Receivable more than90Days
Dept.
1
Actual

6%

Goal
Score
Weight

10%
108
10%

Wtd. Score

11

Dept.
2

Dept.
3

1511/'.
10%
90

10%

100

96

20%
10%
80

10%

10%

10

10%
10

10%
8

10%
0

Dept.
3
94

Total
Office A
91

Dept.
4
93

Dept.
5
81

9

0

30%

14%

10%

60

10%
92

10%
6

10%
9

Financial PerformanceFactor
Dept.
1
89

Dept.
2
96

statements showing line items and totals for individual projects.
Fairness, another program parameter, is achieved by focusing on ratios
rather than total profit, total direct
hours, or total dollars of receivables
past 90 days. To base a performance
award simply on profit dollars or total
direct hours would ignore the effects of
a department 's size or volume of activity. Ratios allow for comparisons
among departments of various size
that have similar volumes of activity
and among departments of equal size
that have different volumes of activity.
All the ratios are somewhat controllable by the department managers and

Total
Total
Office El Company
89
91

thereby satisfy another parameter.
Department managers are responsible
for approving project fees, establishing
staff levels, and monitoring utilization, project billing, and collection of
fees.
Teamwork is achieved by basing
the total bonus pool available on total company results and then allocating the pool to the various departments based on their individual
results. This process encourages department heads to allocate work to
another department that may not be
as busy or that may be more efficient
in handling the work involved.
Development of a financial mea-

surement for a pay- for - performance
program has many advantages over
traditional performance evaluations
and subjective bonus determinations.
It provides a comparative number for
use among many departments or from
year to year within a given department, regardless of the amount of activity. The measure also provides a
clear picture of progress throughout
the year by establishing minimum requirements and measuring results
that exceed expectations.
A financial performance factor,
based on the four ratios we developed,
emphasizes the importance of allocating efforts properly. It provides flexibility in that goals may change over
time and factors may be weighted differently to place more emphasis in one
area . It also is an objective measurement with goals clearly established up
front.
Probably the most important benefit of a pay- for - performance system
is that it clearly places responsibility
on the individuals who have the
greatest impact in determining the
success of the firm. By getting the
personnel closest to the situation to
focus on the key areas of your business and rewarding their efforts, you
will motivate them to achieve maximum performance. ■
Mark P ed erso n, C MA, C PA, is a manager with
KP MG Peat Marwic k LLP in Minneap olis , Minn.
Previously, he was manager o f financ ial s ystems
for Short - Elliott - Hendrickso n, Inc. He is a mem.
ber of the S t. P aul C hap ter, thro ugh whic h this
artic le was s ubmitted , and c an b e reached at
(612) 337 -9430.
Gary A. Lidgerding is c hief financial o ffic er,
Sho rt-Ellio tt-Hend ric kso n, Inc. , in St. Paul,
Minn . He can be reac hed at (612 ) 490 -2007.
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finding a new relevance for management accounting and sustaining competitive value through
strategically directed knowledge
management are two central themes
in contemporary discussions about
organizational development. The intersection of these themes illustrates
how a new role, which brings knowledge management within its scope,
has been creat ed for management
accounting.
Historically, management accounting is grounded in factory accounting,
budgeting, and cost accounting. By the
mid - 1960x, these methods were consolidated and enhanced by techniques
drawn from management science, information science, and organizational
science to form what is considered
management accounting today.
Within organizations, management
accountants provided support services
to management in the areas of decision
making (and planning) and control (or
evaluation). These services were both
advisory (tendering opinions, assisting in making evaluations, forming expectations, or developing norms or objectives) and informational (providing
"neut ral" information on past or
present occurrences, on variations
from norms, on opportunities under
consideration, or alternatives being
evaluated.) They also were both sporadic and recurring and were oriented
either toward the future or retrospectively. Management accounting work
had both analytic and operational di-

mensions in supporting planning, budgeting, and the design of information
and control systems.
Historically, management accoun tants took staff roles and did not in trude on the domain of "line" management . They provided services that
were financial in orientation —nonfTnancial data were processed, but
with the aim of providing advice or
information that had financial dimensions or import . Management
accounting was a distinct functional area with its own management

source management (see Figure 1) and
are highlighted by the following questions:
■ How are resources to be used best
in supporting strategies that will in
turn generate resources?
■ How are resources used in , or recov-

Figure
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Competitors

hierarchy.

By the mid- 1980s, however, the
traditional roles and methods had
been challenged . Many organizations were changing, for a variety

Product/service markets

Direction R

of reasons. In tern al o p eratio n s an d
processes were refo cusing strategically o n c u sto m er s a n d c o m p eti tors. Attem p ts were m ad e to in te-

Capita!markets

Shareholder

f" e s o u r c in g !

through organizational processes , A dynamic balance
between customer value and
shareh old er val ue is sus tained by trading between

Momentum
po. C h a n g e — o m . -

Competitors

grate internal
tasks
and
_
operations as part of broader business processes that incorporated supered from, change processes that
pliers and customers as components of
support organizational strategies?
an extended "value chain ." Organiza■ How are the twin concerns of custional processes were reconfigured to
tomer value and shareholder/owner
emphasize and facilitate change by
value to be layered within organizaflattening management structures ,
tional processes as guides to the efusing cross-functional teams, making
fective use of resources?
information available imme■ How are resources to be
diately by capturing it in op s trategic
deployed and rede erations , and empowering
ployed over time?
the workforce. Decision makresource
ing and control still were imStrategic resource manpo r ta n t , bu t t h ey w er e r e cr ea te d wit h in a n ew
organizatio nal d y nam ic.
Now th e im p era tive is to
sustain a creative ten sio n b etwe en va lu e an d tim e

"seams" of hierarchical and functionally divided organizations . It rarely
has been illuminated by management
accounting systems and methods that
embrace neither strategy nor change
and that treat processes and time only
partially and imperfectly.
Strategic resource management is

used t o thi s end . It requires an endless scrutiny
of the ways in which resources are transposed in
and out of financial forms

gineering and continuous improve ment initiatives , benchmarking
and monitoring change processes
and outcomes , establishing gain sharing/ reward systems , restruc-

an d a n e n d les s in vo lve m e nt in guiding such
transp o sitio n s. It seeks value creation ,
th e elim in atio n of waste, an d th e leveragin g o fresource use through its effective co n cen tration, efficient accum u latio n , sy n er gist ic a r r an ge m e n t ,

turing, and the like;
■ Participat e in the developm en t of
pe rf or m a nc e m e a s u r e m e n t an d
control systems, for example, facilitating the develo pm ent of pe rform a n c e m e a s u re m e n t h ie r a rc h ie s
and nonfinancial control system s,

conservation , and speedy recovery
from market use.

developing performance-related information systems , and establish -

Str at eg ic reso urc e m ana gem ent is
n o t a n ew is su e fo r orga nizations or
th eir lead ersh ip. It has been an enduring co ncern , but one that has been out
of focus. It has been out of sight in the

ing financial control system s consistent with organizational needs.

domain
of a n e w

management
accounting.

T oday organizatio n s are em p h asiz ing the relatio n sh ip s am o n g strategy
formation , ch an g e m a n age m en t , an d
resource m an agem en t. Th ese relatio nships can be referred to as strategic re-

■ Participate in resource-related flirection setting for an organization,
for example , strategy formation,
pro je ct ap pra is al , business plan nin g, bu dgeting, an d op er at io na l
decision m aking;
■ P a r t ic ip a t e in or ga n iz a tio na l
change and design processes, for exam ple, im plementing process reen-

recovered

STRATEGICRESOURCEMANAGEMENT

+
the recovered domain of a new man agement accounting. The historical
function of accounting for resources
will be redirected at value creation
through strategic change. In exercising this new responsibility, manage ment accountants will:

agement is concerned with
th e rate and tim ing ofvalu e ge n e r a t io n a n d w it h
th e deploym e nt and consu m p tion of res our ces

management
is the

th e s ho r t r u n an d t h e lo n g
run. Processes are flex ible and fo cused
unobtrusively to th is en d , co nsum in g
resources lean ly an d witho u t waste in
generating valu e o ver tim e.

Precedent

Th is refo rm ed m a n a ge m e n t accounting work will exist in organizaNO VEMBER 1995
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tions that aspire to be "seamless" in
addressing the increasingly competitive and volatile circumstances that
bear on them. Ch anging customer
needs and demands, shortened product life cycles, aggressive and global
competition, new organizational forms
and alliances, advances in information
technology, shifts in governmental requirements and social philosophies,
and heightened ambiguity will be part
and parcel of this field of practice. The
challenge for management accountants will be to add value constantly as
part of the management team while
inventing the approaches and acquiring the skills thus needed. (See "The
New Management Accounting" below.)

KNOWLEDGEMANAGEMENT
INORGANIZATIONS

T he capacity to achieve ongoing, sustainable competitive advantage has
been linked to the existence or creation
of "core competencies." What does this
imply? First, the building blocks of corporate strategy will be business processes, not products and markets. Sec-

ond, core competencies need to be identified or acquired and understood.
Third, core competencies need to be
embedded in key organizational processes. Fourth, these processes need to
be transformed into strategic capabilities that consistently provide superior
value to the customer. Fifth, core competencies an d capabilit ies are the
units of analysis in strategic resource
allocation within an organization.
"Core competencies" refers to a form
of knowledge in organizations. Such
knowledge may be locat ed in the
minds of individuals, in the collective
understandings of groups or teams, or
in the comp any culture. It may be
manifested in work methods, structures and systems, physical artifacts,
modes of communication, and language p att erns . It may b e s hared,
more or less; acted out rather than articulated; tacit rather than explicit; a
reservoir or a stream. It may need to
be found or created — brought to the
surface or consolidated.
Knowledge is a resource that can be
identified and managed. In its manifestation as core competencies and

strategic capabilities, it can be invested in, mobilized, and recreated. Moreover, it is a site for strategic resource
management in organizations where
management accounting and knowledge management intersect. The following case study is illustrative (see
Figure 2).

AUSTRALIS:ACASESTUDY

T he Australis Corporation (fictional
name) employs 1,000 people and is engaged entirely in the production and
sales of a large range of branded and
unbranded food products. In early
1991, it decided to undertake an activity -based costing (ABC) project as a
follow -up from a factory overhead
analysis exercise and as a complement
to an embryonic total quality management (TQM) initiative. The project focused mainly on nonfactory costs and
key factory overhead problem areas.
The project was overseen by a core
team consisting of the finance director,
the factory controller, the marketing
director, and the financial planning
staff. Other relevant expertise was

Charged with their new responsibilities, management accountants will straddle the issues of

value and

time in exploring the interwoven processes and resources through which organizations seek and change

strategic directions.
In this connection `value" is not
synonymous with dollars —lower
costs, increased return on investment. Value refers to shifts in
customer perceptions that are
positive or shifts in the way
shareholders/owners might assign value to such shifts in customer perception. Similarly, resources are not to be construed
simply as financial resources —
positive or negative cash flows or
cash balances. Resources include
the outcomes of prior or ongoing
investments of cash —in people,
technology, structures, cultures,
and so on. The issue is how can
value be extracted from these resources through various forms of leverage?
This ongoing exploration may encourage investments
in technology or people, shifts in organizational struc16
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tures or cultures, the refocusing of processes, adjustments
to organizational or operational tempos, and so on. And
it may be piecemeal or holistic— designed to extract value
through the improvement of
specific activities (for example, inventory levels, overhead reduction, reduction of
setup times) or create value
through the patterning of activities (for example, to meet
customer requests with more
flexibility). Holistically, for
example, quality, flexibility,
productivity, cycle time, innovation, competence, or knowledge may be the subject of inquiry as dimensions of organizational functioning where resourcing and value
creation are juxtaposed.

new organization culture. Obviously
the pursuit of these ambitions would
have to contend with the resistance
built into existing structures, subcultures, and power bases —as well as
with larger external distractions.

used as necessary.
From the outset the project was seen
as a means to an end. It was a diagnosis of areas that could become operational targets for performance improvement teams working within
TQM philosophies. The first phase focused on cost reconstructions and took
close to a year to complete, which was
longer than expected. For about another year, management was diverted by
a successful takeover ofanother company, demands from its multinational
parent, and severe industrial relations
problems.
The second phase focused on activity -based performance improvements
and is still continuing. While the first
phase reconstructed existing cost
structures in terms of activities, processes, and product groups, the second
phase has targeted activities and performance improvement directly, thus
defining new activity /cost relationships to be sought in the future.
The first phase produced a range of
fairly typical outcomes. A number of
low - volume products were undercosted because high setup costs weren't
recognized. A number of nonmainstream products with high packaging
costs were stretching limited capacity
in this area, so packaging subsequently was outsourced. The sales force
spent a lot of time and effort on low
performers, so sales strategies were
changed. Products with high in -process inventories became problematic

as a result of the company assigning
imputed interest to them. In addition,
certain issues relating to trade -offs between maintenance costs and equipment replacement were identified.
Surfacing of impacted knowledge. A
strong subtext ran through discussions about the two phases of the project. From the perspective of the finance director, the key aspect of the
project was the increased knowledge of
the relationship and impact between
activities and costs across the company. Because of the company's size, the
finance director felt that very few people knew what was going on and that
management and the factory had become separated over time. He saw the
project as a way of changing to a new
culture where the entire workforce
shared what it kn ew. The project,
under the guise ofcost and process
analysis, was a means ofmaking that
happen.
The issue was described as follows:
"We are an old company (the average
employee had 15 years ofservice) with
great knowledge embedded in individuals and subunits —but this knowledge is dispersed and isolated. We
have no common knowledge across the
firm, and our culture has reinforced
this situation."
The aim ofthe project was to tap into
the knowledge strength of the company, draw it to a central point, and make
the common knowledge a feature of a

Enter management accounting.The activity -based costing project had the capacity to release impacted knowledge
and promote a culture based around
commonality of knowledge. First, it
provided a process orientation, forcing
an examination of activity relationships across the company and ofrelationships between processes (activity
clusters) and products sold. According
to the financial planner, "It had been
noticeable that there were different
cultures within the organization clustered around structures. For example,
there were different approaches to
quality in receiving, processing, dispatch, and accounting —there was no
overall approach to quality, no quality
culture. The ABC exercise was enlightening in this regard because it showed
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how structure dominated process
within the organization. The project
should provide a springboard for organizational change to a process perspective where structure is built up from
activities."
Second, the project provided a set of'
diagnostic tools for employees. The
first phase illuminated relationships
between costs (resources consumed)
and activities through driver analysis.
The second phase focused on relationships between value and activities
through a focus on value- adding and
nonvalue- adding activities, waste, and
setting priorities for performance improvements guided by customer and
bottom -line impacts.
Third, the conduct of the project itself had the effect of drawing people together across functions. The financial
planner felt that working across functions shifted the perspectives of senior
management regarding the factory —from being a chunk of metal to
a concern that also ran on knowledge
and skill. It did this by bringing factory management into direct contact
with finance and marketing management about manufacturing processes,
issues, constraints, concerns, and solutions. It provided a mechanism for
educating senior management on the
job, and it began a process of sharing
knowledge across departments within
the factory, with the marketing and finance departments and across the organization as a whole.
Bringing knowledge to the surface
was made easier because of the openness of those involved. The need for
this type of focus was appreciated
generally, and people welcomed the
chance to voice their opinions rather
than simply being blamed. The exercise uncovered tacit understandings,
the opinions of individuals, and
myths (opinions with status), for example, that some things are taking
longer than they should, that some
cost allocations are nonsense, and
that some activities are of little value. It worked both ways: Some opinions /myths were validated —some
were discredited. The exercise also
tended to make the invisible visible.
It was quite enlightening, especially
in relation to maintenance costs, effort deployment in sales, and the
time spent in accounting work.
The project started a process of on-
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going reflection. The financial planner
said, "It helped department managers
reflect on and understand their own
knowledge better. It structured it for
them explicitly so that they were able
to run their own show better. While the
first phase penetrated to department
head level mainly, the second phase
began to probe lower down to areas of
real skill and knowledge, and had the
potential to generate greater value."
The project was a beginning only.
The enlightenment of some had yet to
be translated into action. There were
obstacles in the path of change, block ers, and empires in place. The extended time of the project permitted defensive positions to be established and
counteractions started.
Change management.Phase one of the
project was the springboard for phase
two. According to the financial planner, phase one shifted awareness— particularly in relation to how
time was spent, levels of duplication,
and wasted effort. It resulted in the
identification of improvement opportunities, but only in general terms, and
it established new interpretive frameworks as an implicit byproduct. For example, staff now were accustomed to
reviewing how it uses time and was
aware of duplicated effort.
Phase two shifted ownership of the
process to performance improvement
teams and focused on activities. It is
easier to disown costs than activities.
By itself, activity -based costing is not
much use in producing change. To produce change it should be embedded in
a more overt and powerful change philosophy /process such as TQM or prod uct/process reengineering. Then it can

be a useful tool for knowledge sharing.
The performance improvement
teams are a device for acting in concert. Activity -based costing plus the
performance improvement teams focused on process reengineering, but
drawing from TQM philosophies constitutes the change framework. The
former is the diagnostic tool; the latter,
the mechanism for change. Together
they guide the change process.
Resource management. In surfacing
and sharing knowledge, the project
has highlighted critical relationships
between resource consumption and organizational functioning. Phase one
suggested avenues for product and
work rationalization. Phase two is focused on reengineering processes
around quality improvement and value enhancement. The areas now under
examination are resourcing, value,
and time.
As the financial planner explained,
"The project has helped the company
in understanding relationships between the knowledge it possesses and
its future directions. The change process we have under way, combining activity -based costing and performance
improvement teams, gradually has
helped us to understand our capabilities as a manufacturer: There are limits to what we can do or do well. These
core capabilities set our path for us unless we want to invest in new capabilities and thus seek new directions. The
process gradually makes the
costsbenefits and the possibilities/risks of investing in new capabilities clearer. Thus, resourcing and strategic issues are being merged overtly
for the organization overall, and in the
consciousness/makeup of our staff as it
does its daily jobs."
Management accounting is being reconstituted as an organizational
mechanism for strategic resource
management as an adjunct to the work
and responsibilities of the chief executive officer. With this mandate, all
types of resources can be put under the
microscope, including those that are as
diffuse and strategically important as
"knowledge." ■
WY Birkett is director, Australian Center for
Management Accounting Development, Faculty
of Commerce & Economics, University of New
South Wales in Kensington, NSW, Australia.
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Estimatin
Retirement
Benefits with
Spreadsheets

New computer software
makes it easier
to account for
uncertainty.

prediction of the cash flow implications of these commitments.
To ensure sufficient pension plan
funding under the Employee Retirement Income Security Act (ERISA), a
company needs to use the services of
actuaries. Actuaries also work closely
with external auditors to prepare the
disclosures required by Statement of
Financial Accounting Standards
(SFAS) 87, "Employers' Accounting for
Pensions," and SFAS 106, "Employers'
Accounting for Postretirement Benefits Other than Pensions." Nonetheless, because this work overlaps the
traditional functions of management
accountants, it should not be delegated completely to actuaries. Management accountants should increase
their understanding of actuarial work
so they can participate in the planning
of the corporate future. They can do
so with the aid of readily available
computer spreadsheet technology.

Pension calculations that would require hours of manual time can be done in minutes of
computer processing time.

BY TIMOTHY FOGARTY, CHARLES
KELLIHER, ANDPAUL GOLDWATER
roviding for retiree employee
benefits commands a large, ever increasing share of a corporation's resources, which means management accountants must pay close

attention. The difficulty in this area
stems from the uncertainties of the
magnitude and timing of costs. Benefits paid upon retirement depend on
vesting provisions and extend over periods usually measured by retiree service periods and life spans. Prudent
accounting practice requires accurate

DEALINGWITHUNCERTAINTY
INPENSIONBENEFITS

P

rojections from spreadsheets can
be altered easily to include the possibility th at important ass umptions
might not be accurate. This approach
produces a range of possible values
for cash flows and, as a planning device, clearly is superior to single -value
projections. Spreadsheet changes
done on this basis, however, require
considerable patience and persistence.
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Even several changes in assumptions do not guarantee that all important combinations
have been
considered. Also, the more
combinations that are attempted, the more probable the single most likely
estimate will be obscured.
Actuaries employ a different approach. They routinely apply probability
distributions in their work.
Laws of probability allow the uncertainty of future events to be quantified
and rendered measurable. For example, the life expectancy for a single
employee is unpredictable except as
part of a probability distribution that
represents the mortality of an entire
workforce.
The value of probabilistic work depends on the quality of the data used
to build the distributions that underlie
forecasts. For that reason, information
often must be used that many accountants would consider irrelevant. For
example, pension projections for a single firm might be inaccurate if past

ate probability distributions. For each group, historical and population data
are used to determine the
probability of an employee
reaching retirement age as
opposed to other outcomes
such as death, disability,
or early termination. For
plans that provide spousal
benefits, additional estimations must be made. These
estimates are used to calculate the n umber o f perso ns for
whom future pension benefits must
be provided.
A separate set of assumptions is
needed to determine benefit amounts.
This set includes expected growth in
wage levels (for pay - related pension
formulas), anticipated total years of
service to the firm, and anticipated
life expectancy after retirement. These
assumptions are inserted into the benefit formula to calculate the amount
of benefits earned in the current period and expected to be paid to employees in the future. Finally, assumed
discount rates must be applied to cal-

Software that allows uncertainty to
be included in spreadsheet models
makes it possible to review the
results of hundreds or thousands of
what -if scenarios automatically.
experience is limited to that small portion of the labor force employed by
the firm. Even when ample, reliable,
historical data exist, an accountant
must assume that the patterns of the
past will continue into the future in
order to make forecasts. Some circumstances create qualitative breaks with
the past and require a revised assumption or demand the complete reformulation of an estimate.
The processes used to calculate defined pension benefit costs require a
number of specific assumptions. Estimates rely on historical data of population patterns to infer the appropri-
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culate present values of these future
payments for the expected number of
beneficiaries.
SFAS 87 reduced the range of actuarial methods to be used in calculating financial disclosure items, but
many fundamental sources of judgment continue. How long employees
are expected to remain with the organization and how long they and
their dependents will live after retiring continue to affect the computations. How one evaluates the impact
of specific and general inflation, firm
profitability, and future employee productivity on final employee wages will
have important effects on pension
costs. Management accountants,
armed with new spreadsheet products, might make an important contribution by evaluating the impact of
these three conditions.

What t need is a pint -size notebook With a
full -size keyboard.'

WHAT-IFANALYSES

Analyz in g u n ce rt ain t y m a y b e a c-

com plished e it h e r q u a li t a t iv e ly o r
qu an t it at ive ly . Q u alit a tive an aly sis
generally h as p ro ven to be u n reliab le
an d lea ds to in c o n sist en t d e cisio n
m a kin g. Q u a n t it a t iv e an a ly s is requires mo re rigo ro u s pro ced u res th at
have proven to be mo re reliab le. Many
m a n a ge m e n t a cc o u n t an t s h av e e x plored the latter with what -if scen arios using co mpu ter - generated spreadsh ee ts . By c h a n g in g t h e v a lu e s o f
various cells, we can o b serve th e im pact on oth er valu es. SFAS 87 rep resents an area where co m plex ity mad e
th is t a s k r a t h e r d if f icu lt to a cc o m plish, but recen t add -in p ro grams fo r
Microsoft Excel and Lotus 1 -2 -3 allow
uncertainty to b e in clu d ed in sp read sheet m od els. Fu ziCalc® also can b e
used to calcu late p ro b ab ilities. t Th is
so f tw a re m ak e s it p o ss ib le to vie w
t h e re s u lt s of h u n d re d s o r even
thousands o f wh at -if scen ario s au to m a tica lly wit h o u t m a k in g t e d io u s
m anual ch an g es to cell v alu es. Mo re
im portant, each scen ario co n trib u tes
its unique characteristics to a co mpo site p ic tu re o f t h e f u t u r e t h a t ca n b e
used to s u p p o rt im p o rtan t c o rp o rate
decisions.

APENSIONACCOUNTINGEXAMPLE
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ment accountant could make reasonable recommendations about early retirement offers:
Daniels Company sponsors a noncontributory, defined benefit pension
that covers all employees. The plan
has a five -year vesting period, and
employees are eligible to receive benefits when they reach age 62 (minimum

retirement age). Also, company policy
establishes a mandatory retirement
age of 65. Management currently is
downsizing its workforce and is considering an early retirement package
that would pay reduced pension benefits to all eligible employees age 55
and older. Based on past experience
and industry trends, Daniels expects
NO VEMBER 1995
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that 35% of its eligible
workers will accept the
early retirement offer.
Daniels is concerned
about the impact of the
early retirement offer on
corporate cash flows,
both present and future.
Daniels extracted the
following information
from its personnel
records and from past
experience with the
workforce concerning its
employees who are ages
55 -64.

The lurnp -sum contribution needed to settle
the liability
Less the present value of the remaining pension
contributions if the employee continued to work
until the "normal" retirement age
Less the present value of the remaining salary
payments if the employee continued to work
until the "normal" retirement age
The net cost (or savings) associated
with the retirement offer

expectan cy, m o re em ployees are in the younerb rackets th an in th e
g
older ones.
■ The y ear s o f p rio r service vary fro m a m in i-

$24,445

$19,111 $7,500

18,096)

Mode

(6,583)

The discount rate used
to compute all pensionrel at ed amou nt s wil l
range between 6% and

(250)

1111,564) (116,200) (1,750)
1100,602)

f
(98.667) 12,0001 f

m u la s t a t e s t h a t t h e
pe n sio n b e n e f it is
1.50% of final salary for
each y e ar o f s e rv ice .

There is a 40% chance
that the new labor contract —under negotiation at p resent —will inc r e a s e t h is r a t e to

Th e n e w ra te, if approved, will be
in effect for the current yean
■ Da n iels assum es th at compensa-

8 %.

Da n ie ls should com-

pute th e following
amount s to asses s the
costs and benefits of its early retirement offer:

,,ill!IfUi , T

0
4100,000

$0

$175,000

$262,500

$350,000

Certainty range is from $0 to S350,000

mum of one to a maximum of 35. The average employee
has been credited with 18 years.
The
typical employee's expected fu■
ture years of service has a mean
of five years and a standard deviation of one.
This figure is dependent , in part, on the employee 's current age
and on the mandatory
retirement at age 65.
24 The
defined
benefit
for■
18

Z
a

tion will increase each year a m inimum of 2% a nd a ma xi mu m of 5 % .
The m ost likely increase will be 3%
each y ear.

1

0 12

j

6

each year of service.
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$25,000

$50,000

$75,000

■ The lump -sum contribution needed to settle the
pension liability.
■ The present value of the
remaining pension contributions if the employee continued to work until "normal" retirement
age.
■ The present value of the
remaining salary payments if the employee
continued to work until
"n o rmal " ret i remen t
age.
■ The net cost (or savings)
associated with the early retirem ent offer.

Th is ex a m p le poses a
challenge because it incorporates
m an y e le m en ts wh os e f ut ure valu es
cannot be determined at the present
tim e. The s olut ion requires the construction of a num ber of
probab ility dis trib ut ion s.
In t h e e x a m p le , de m o gra ph ic d at a fro m life insu r an c e com pan ies we r e
used to construct a realistic
probability den sity f un ction for the life expectancy
of the workforce. Triangular distributions were used
for the service periods
(both prior and future) and
for the yearly salary increase. The traditional sin gular interest rate assumption w a s re p la c e d by a

0

1.65% of final salary for
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Median

iJ

• The average current s a la r y fo r
these employees is
$40,0 00 wi th a standard deviation of
$4,000.
• The current age of
32
these employees has a
minimum of 55, a maximum of 64, mean of 58,
24
and a st an dard deviation of 5 .8 years. Be16
cause the distribution
0
is dependent , in part,
CL`
on the employee's life

52

Mean

■ The life expectancy of
the workforce conforms to the life expectancy generally
observed in the U.S.
population.

$100000

uniform distribution that
ranged 1% on each side of
the 7 % midpoint. The cur-

rent salary is represented
by a normal distribution,
while the current age of
the workforce follows a
lognormal distribution.
These distributions are

52

a

o

consistent with the informat ion assembl ed from
39
the company records.
Sol vi ng th is problem
26
manually requires tedious
evaluations of hundreds
and probably thousands of
13
what -if scenarios. The process can be computerized
0
and streamlined by using
ei t her Cryst al Ball or
@RISK within an Excel
or Lo tu s 1 -2 -3 spreadsh eet . The solution shown in
Table 1 required eight minutes of computer processing time.a This information alone suggests that offering each
employee early retirement is likely to
be profitable for the company. Because
these results assume a normal distribution, part of their value rests in
the ability to evaluate the range of
possibilities easily. Figure 1 depicts
the net savings or additional cost associated with the early retirement
offer.
The simulation shows that Daniels
Company probably
realize significant savings by
making the early retirement offer to its employees. In about 10% of the
cases, however, the early
retirement pro gram results in net cost to Daniels.
This information may help
d et ermi n e wh et h er t h e
firm wants to proceed and,
if so, what amount to offer
employees to encourage
their acceptance of the early retirement offer.
Whi le the si mul ati on
shows the overall savings
of the early retirement offer, it also shows the immediate effect on corporate cas h flo ws . Even if t h e net
savings of the early retirement offer
is acceptable, the lump -sum payment
necessary to settle the liability may
be prohibitive (see Figure 2). This information provides the cost of the program on a per employee basis. Appropriate contingency plans can be

$10,000

$20,000

530.000

will

made, based on these numbers, for the
worst -case scenarios.
The last two forecasts (Figures 3
and 4) show the net present value of
the remaining pension contributions
and the salary payments if each employee continues to work until expected retirement. Both forecasts show a
large number of zero values. They indicate that some employees would receive benefits under the early retirement offer who would not have
qualified to receive retirement benefits (for example, early deaths, volun-

$75,000

$150,000

$225,000

tary terminations) or who would have
been terminated prior to eligibility. It
may be worthwhile to gather more information to attempt to identify them.
Without the uncertainty factor imported into the program, traditional
spreadsheets use the most likely value for each variable, which fails to

take i nt o accou nt what
would happen if the most
likely numbers were not
realized. To change one
variable at a time and then
to recalculate the amounts
would be very time consuming. In a complex situation such as the Daniels
Company example, this
manual ap proach is unlikely to be adequate. The
difference can be significant between our example
that actually incorporates
,000
uncertainty and the sin$40
gle-value solutions that do
not. The example provides
much more elaborate and
robust information that includes, but
is not limited to, our best estimate
about an uncertain future.

OTHERTHANPENSION
EMPLOYEEBENEFITS
In SFAS 106, the Financial Accounting Standards Board (FASB) expanded the scope of accrual accounting
by requiring the recognition of the
cost of providing employee postretirement nonpension benefits in advance
of actual cash outflows for these obligations. For some time,
these benefits (abbreviated OPEB) had escaped this
treat ment because they
were not perceived to be an
important part of compensation or material in cost.
The undermining of these
conditions was caused by
the dramatic escalation in
healthcare costs, an aging
workforce, and by employee lawsuits filed to force
firms to honor these unexpectedly expensive longterm contracts.
5300,000
Accounting for OPEBs
involves uncertainty in the
same basic ways as pension plans. The long time
frame for the OPEB liability and the
dependence of the liability on the demographic composition of the workforce are necessary complications.
Theoretically, the period over which
full OPEB eligibility has been earned
should determine the amortization
period for these costs. Yet, for many
NO VEMBER 1995
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OPEB plans, this eligibility is attained only if an
employee works until retirement. Therefore, the
expected employee service
period is critical to the calculation of th e annual

Mean
Expected postretirement benefit obligation
Charge to postretirement benefit obligation
Cash funding requirement

Median

ANOPEBEXAMPLE

5

he following example ilT
lustrates what a manage-

0
$0

■ The current age of these employees
follows a lognormal distribution
with a minimum of 25 and a maximum of 64. The mean is 40 years
with a standard deviation of 6. The
distribution of the ages for the em-

05,000

5250,000

S275,000

ment accou ntan t migh t accom plish in this area with

simulation technology.
JJ &J Corporation provides postretirement healthcare benefits for all
employees with at least 10 years of
service who attain age 55 while in service. The plan also provides healthcare benefits for the employee's
spouse. Company policy
requires that employees
retire by age 65. JJ &J has
become very concerned
about the impact o f the
healthcare plan on cash
flows and on financial
20
statements because of the
tremendous exposure that
15
healthcare has received recently in the press and also
10
because of the new financial repo rtin g stan dard fo r

postretirement benefits.
JJ &J extracted the information shown next
from its personnel records
and its experience with
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ployee's spouse category is similar
and positively correlated (r =0.85)
to employee ages.

■ The number of years of prior service follows a triangular distribution. The minimum value is 1, the
maximum is 35, and the most likely

expected future years of
service follow a trian-

gular distribution with
a minimum value of 1
and a maximum value of 40 years.
The most likely value is 15 years.
Also, the distribution depends, in
part, on the employee's current age
and the mandatory retirement age
of 65.
■ Life expectancy of workers and their spouses is
simi lar to th at of the
general population.
■ JJ &J assumes that
healthcare costs will increase each year at least
5% and possibly as high
as 10 %. The most likely
increase will be 7 % .
At pre sen t, the company's annual insurance prem iu m s for h e a lt h c a r e
ben ef its a re $5,000 if t he
bene ficiary is youn ger
tha n 65 an d $3,500 if t he
S500,000
beneficia ry is 65 or older
(because of Medicare reimbursem ent).
The plan has a graduated cost -sharing provision that provides 50% coverage for em ployees with 10 years of
service and 80% coverage for those
with 20 years of service. The d iscount
rate used to com pute all post- retirement benefit - related amounts will follow a uniform distribution
between 6% and 8%.
JJ &J Corporation needs
to estim ate postretirem ent
bene fit co sts for th e n ext
20 years. It also is conside r in g pr ef u nd in g th e s e
ben efits. 3 The re for e, it
needs to know:

a

5
0
$0

$10,000

$20,000

$30,000

$40,000

L

this workforce.
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Mode

$146,667 S131,667 S117,500
10,335
9,400
6,750
15,977
13,233
13,000

cost.
Against a backgrou nd of

technological and social change, the
prediction of future rates of healthcare
costs is especially precarious. Employers also should be concerned with the
consequences of plan coverage alternatives and with changes in the willingness of government to
provide healthcare programs. OPEB costs also
depend on estimates of
healthcare utilization.
How these costs are calculated depends upon how
20
employees are defined in
their collective groups. The
15
many areas of uncertainty
offer the management aca 10
countant an important
role.
°
CL

value is 15. The distribution depends, in part,
on the employee's current age.
■ The typical employee's

NO VEMBER 1995

• Th e expected postretirem ent benefit obligation (EPBO),
• Th e ch ar ge to postret ir e m e n t ben ef it expense for the period,
and
• Th e a n n u a l year -end
cash paym ent to fund

$

z

the liability, assuming
level funding over the
remaining service peri52
od. Also, JJ &J Corporation wants to examine
how the different vari39
ables and assumptions
affect the results. Sim ilar to the pension ex26
ample, this spreada.
sheet analysis uses
uncertainty informa13
tion to produce a range
of solutions that will allow corporate person0
nel to manage costs and
to make critical decisions about them. A
simulation analysis incorporating uncertainty suggests
the results shown in Table 2 and
Figures 5, 6, and 7.
The OPEB example illustrates how
a complex scenario can be mastered.
The cash funding forecast would allow
managers to assess the impact of likely costs on corporate cash flows and
perhaps support decisions to change healthcare benefits. This detailed type of information
about costs may be used
in increasing employee
contributions, limiting
coverage to lower premium groups, and capping
benefits.
The analysis adopted
here produces an assessment of sensitivity to
individual parameters.
Figure 8 shows the correlation of various factors
to the cash funding of the
OPEB case.
These results suggest
=
that funding decisions reflect the age characteristics of the
workforce and their spouses more
closely than do the interest and cost
escalation factors that have gained
great attention in the media.

NEWTOOLSEXPANDMANAGEMENT
ACCOUNTANTS'CAPABILITIES

A

the planning for retirement costs
becomes more complex, the role of the
management accountant should be
expanded. Retirement benefit costs

$45,000

$90,000

$135,000

will continue to represent a major
claim on corporate cash flows and
profits and, therefore, will continue to
be an area in which the services of
management accountants will be in
great demand. Planning for minimizing the costs of employee healthcare
and retirement income will require increased sophistication. This situation

workforce by gender. Actually, there is no limit to the
complexity that users can
introduce within the general technique. Adding
greater complexity and
specificity should not be a
problem because the process continues to use the
familiar spreadsheet interface.
Until recently, the simulation technique had been
limited to research applications that used cumbersome programming lan$180,000
guages. One reason for this
limit ation has been the
necessarily lengthy processing times for a sufficient number
of simulation trials. Another reason
has been the sophistication required
of the user in order to write detailed
and complex programs. Many of these
prohibitive conditions have been eliminated by software and hardware improvements. The analysis of uncertainty described here can be
performed with commercially available software in
a remarkabl y s hort ti me.
With these tools, management accountants are well
positioned to provide a
unique service to their companies in this difficult area
of looking into the future. ■
INmothy Fogarty is an associate
professor in the Department ofAccounting, Weatherhead School of
Management, C ase Wes te rn Reserve University, Cleveland, Ohio.
He c an be re ache d at (216) 3683938.
Charles Kelliher is an assistant
professor in the School of Accounting, University of Central Florida,
Orlando, Fla. He can be reached at
(407) 823 -5128.

creates another opportunity for management accountants to provide advice on a broadening range of strategic
decisions.
The examples described here did
not present the full capabilities of this
electronic spreadsheet modeling technique because the behavior of all of
the individual variables was not captured by the probability information
in the problem. For example, the difference in life expectancies of males
and females requires separating the

Paul Goldwater is an assistant professor in
the School of Accounting, University of Central
Florida. He is a memberofthe Mid - Florida Chapter, through which this article was submitted.
He can be reached at (407) 823 -5754.
Crystal Ball is a product of Decisioneering Inc., Denver,
Colo. @RISK is offered by Palisade Corp., Newfield,
N.Y. FuziCalc® is offered by FuziWare, Inc., Knoxville,
Tenn. Other programs also exist.
'The 486 c omputer used f or thi s solution has 16 M8
of RAM and a 66 MHz processor. The amount of computation time will vary depending on the type of computer and the size and complexity of the spreadsheet
model.
'Most companies do not fund this obligation, but with
changes in the tax law, funding may become a more
distinct possibility.
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COGENT:Onthe
Wingsof IDEAS
fogent's M-6 strategy is
those college dropout computer entrepreneur types.
Business has been my MBA
obin Hodgkins' first
so far."
So has his lifelong expocomputer career was
cut short when his
sure to the international
headmaster called in the
arena. As a "Coke brat," he
members of the young enand the rest of his family
trepreneur's teenage gammoved from country to
bling ring and told them he
country with his father, who
really would prefer that
was general counsel to
they stop using the school's
Coca -Cola Export and then
computers to run a casino.
assistant general counsel to
the entire corporation
in Atlanta. Born in the
States but reared initially in Australia,
Southeast Asia, and
Europe, he allows his
international bent later helped him create a
truly multinational
company from the
management team on
down.
Today the 37 -yearold runs a multimillion- dollar financial software and
Robin Hodgkins atthe controls ofthe
consulting company.
corporate "limo."
Cogent Information
Robin's next computer
Systems, Inc., operates
venture was as a student at
from six offices worldwide
Emory University in Atlanand provides globally comta, Ga., where he had a part pliant, financial accounting
time job running a DEC
products for the oil and
computer in the nuclear regas/mining and extraction
search group. He was havindustries as well as maning a ball. "That's when I
ufacturing, retail, financial
realized I would rather be
services, government, and
doing computer work than
nonprofits. Cogent sells dibeing in school. So I left
rectly and through private
and went to work in the
label OEM distributors
computer field. I'm one of
around the world.

Multinational, Multicurrency,
Multic ompany, Multipartner,
Multilingual, and Microsoft.
Q,, let's go back a bit.
When you quit college, what
kind of job did you take?
My first job was with a
computer line called the
PICK Operating System
developing custom systems
for a wide range of applications. They were all
from - scratch systems. I
started as a trainee, and
pretty soon I was running
a team of developers, developing literally everything from large -scale
trucking systems to clothing systems, school systems, and printing presses.
From that background, I
realized the need for standardization. So we began
to develop a lot of reusable
software and many of the
engineering techniques we
still use today.
After a few years I realized I could do the development myself. So I started
a company with two partners, focusing specifically
on school administration
systems. Then I began to focus on one of the world's
largest insurance companies that came in looking

for a system for its controller's office for its property
and casualty division. It
wanted a system to handle
its reporting concerns. We
developed a large -scale
Prime Computer -based application for the controller's
office that was, by the time
we finished, a 20+ gigabyte
system. It was used to
control every piece of financial information about every claim, every premium,
and every expense. The
company wanted to be able
to do multidimensional
modeling— something you
might see now on a Lotus
Improv or some of the executive information systems that are out there. Basically we created an EIS
from scratch.

Q. What y0ar

was

BY KATHY WILLIAMS
AND JAMES HART

this?

This was in 1981. Unfortunately, as will often happen
in small partnerships,
there were three of us who
were equal partners, but it
was not a great fit. So, to
be polite, we decided to
part ways. I started Cogent
in November 1982.
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Q.By yourself?
By myself. One employee,
one briefcase, and one very
long commute to do work
for this same insurance
company. The company had
prepaid my old company for
this multimillion dollar
computer system and software when we split up. I
was the head of the entire
team, and I was the one
who was the lead designer.
What could I do? They said,
"Look, we really need your
help. But we've paid for all
of this development. Is
there some way for you to
help us out? If you can,
well make it worth your
while in the future." So for
most of the first year I
worked on spec. That was
the best decision I ever
made in my life. After that
we did literally tens of millions of dollars of business
with that company because
when they were able to buy
new hardware and expand
around the country, the
business came through
Cogent.
Our second customer was
one of the world's largest
money center banks doing
its credit risk systems. And
our third customer was the
Secretary of State of New
Jersey with what was back
then one of the largest databases of corporate filings in
the country... all the filings
for loans and liens and that
kind of information. So, at
the beginning, Cogent basically was a financial systems house.

Q. What's your nextjump?
Cogent's history is broken
down into two phases: the
initial years through about
1990, and then 1990
through today. In the late
1980s we had grown to be
the largest software house
developing custom systems
on Prime computers. We
58
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had customers all over the
country with our software
for either finance industry
or manufacturing systems.
It was a wide range of custom applications —all with
a financial orientation to
them. But the landscape
was becoming much more
uncertain for us in the future with Prime. (As it
turned out, the company is
no longer in business.)
So in the late 1980s we
decided it was important for
us to diversify. We couldn't
rely on being a large fish in
a medium -sized but shrinking pool. So we began to get
involved in PC systems. We
translated much of the expertise we had doing minicomputer financial systems
down to PC -based financial
systems. In 1990 we were
made aware that a division
of Price Waterhouse was for
sale —the minicomputer
and PC -based accounting
systems known as IDEAS
and FMS. IDEAS stands for
International and Domestic
Enhanced Accounting System. FMS stands for just
good, old Financial Management System. Price Waterhouse had developed
these systems over a number of years and had been
quite successful in selling
them to very large corporations, some of the largest
manufacturing concerns,
some of the largest oil and
gas companies in the world,
and some government agencies as well. We were selected in 1990. We began in earnest the transition from
financial systems consulting house to financial systems product company. To
this day you still see both
sides involved in the company, but we've made a very
significant shift over to focusing on FMS and IDEAS.
We now sell IDEAS ourselves worldwide and FMS
through relationships with
other software companies
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that focus on various vertical industries.

Q

. Other software companies will bolt on your product and...
They'll take it one step further. To a company, all have
ripped out their own accounting systems and put
ours in instead. For example, people that grew up in
the auto industry or people
that grew up in the rag
trade really know that industry cold. They've got to
keep track of all the different shaded lots for women's
wear or all of the less -thantruckload shipments for
trucking companies. Accounting has been a stepchild. But when these companies need software and
tracking systems, who's the
person that makes the decision? It's not necessarily
the president anymore —
it's often the controller who
makes the decision. He or
she's going to say, "Okay,
you can take care of my
clothing business just fine,
but what's in it for me ?"
What we bring to the table is, certainly, the Price
Waterhouse pedigree, but
more important than that is
the fact that we bring in
true CPAs, business consultants, and people that have
a Big 6 implementation orientation. In many cases
we're actually changing the
way some companies are doing business. Our consultants are prized. In many
situations our partners find
it better to give up part of
their sales revenue to us in
order to be able to relieve
themselves of the headaches of supporting an accounting system, of the issues of making sure the
controller's happy with the
system. We do this on a private label basis because in
their industries those companies are more well recog-

nized than we are. It's only
when they come around to
the question of the origin of
the accounting system that
we get into the picture.

. Who are your competiQ
tors in this area?
Our competitors break
down into three areas.
There's the very high end:
McCormick & Dodge, SAP,
J.D. Edwards, Ross Systems. There's the middle
layer, people like Platinum.
Then there are the small
shelf -space companies like
the Quickens of the world.
We never compete with the
low end. Occasionally we
compete with the middle
tier, but, amazingly, most of
the time we come across
competition in the high
end. Ironically, what helps
us in competition is that
two of the top 10 financial
package companies in the
world —this is worldwide
sales — licensed or purchased the rights to the
original design that we
have in our system from
Price Waterhouse.
More specifically, the difference between us and the
competition is really one of
focus and vision. We try not
to create a generic solution.
We try not to be all things to
all people. And as far as vision goes, we stick to what
we know best. In the last
year or so I've actually split
the company into two. One
focuses just on the original
consulting side of Cogent,
and the management team
here focuses just on the accounting package division.
If you look at the competition, you'll see that either
they have a generic focus or
their technology is different
from ours or their vision is
to be more things to more
people in the future.
One of the things I'm trying to get kicked around is
an M -6 philosophy: Multi-

national, Multicurrency,
Multicompany, Multipart ner —the system's
strengths in managing
partnerships and joint ventures— Multilingual, and
Microsoft. We have embraced Microsoft as being,
for better or worse, the solution provider for the desktop for the years to come. We
felt we could not give our clients the level of service and
strategic advantage that
they needed long term if we
didn't give them a true 1995
solution.
. Now did Cogent become
Q
a truly international
company?
It may be that we were just
predisposed to that. All the
top people in the company
are from different countries. But we're not just a
company selling multinational solutions to American companies. A lot of our
multinational clients are,
in fact, foreign companies
that might have an office
in the States, if they have
any office on this continent
at all.
Much of the power of
IDEAS and FMS is in addressing the wide range of
power levels needed by users. If you look at our client
base, you might find very
small customers out there
that are incredibly sophisticated accounting -wise, finance -wise, technologically -wise. And there might be,
on the other end of the spectrum, companies that are
gigantic that need to come
up to speed yesterday on the
needs of a new country they
just moved into. With such
diverse needs, and with the
need to create different regulatory reports to different
government agencies or
joint venture partners —often in multiple languages,
currencies, and reporting
requirements —you need a

system with a strong reporting engine imbedded in
it. If you look at the way we
do roll-ups, for example, you
can have within a company
and between companies a
completely different chart
of accounts. In any element
you can do N dimensional
roll -up of hierarchies.
. Now can controllers and
Q
others evaluate the differences between your software and software of other
companies?
Many people, despite all of
their best efforts, are faced
with a wide range of choices, and they don't know
how to make a decision as
to what direction to go in.
What I would suggest to
them is to look beyond the
cookie- cutter approach and
look at six months down
the line or first year -end
closing, or the next time
you buy a company, or the
next time you go into a new
country, or the next time
you want to do some kind
of an odd transaction that
doesn't happen once a day,
will that system support it?
A lot of systems might look
pretty on the surface, they
might have been around for
a long time, but they're not
really geared for the dynamic needs and the international requirements of
the marketplace as it exists
today.
The problem we find with
technology —and it's almost
overwhelming for us at
times —is keeping track of
all the new options. That
makes it much more complicated for the users because
when users look at a piece of
software, a demo disk or
something like that, they
can't really tell the technology that was made behind
the scenes. I can tell you
that there is not a line of
code in our new system
that's more than 20 months

Cogent Information Systems provides multicompany, multicurrency, localized accounting solutions in more than 60 countries for
organizations ranging from multinational industry leaders to
emerging growth companies. Products include: IDEAS, a full suite
of high -end PC /network -based accounting applications for multinational business. IDEAS /OGM, a world - leading PC /networkbased financial solution for the international oil, gas, and mining
industries. FMS, a Unix -based accounting solution for international and domestic businesses. Cogent is currently releasing the
multiplatform IDEAS for Windows product, a native Windows
accounting solution running on all GDBC- compliant databases.
IDEAS for Windows is an open, scalable solution running on a
multitude of PC /network and client/server platforms.
To reach Cogent: Voice: 1.800.6.COGENT or 1.201.992.8000
httpt /www. access .digex.net /- cogent/welcome.htmi
Fax: 1.201.992.8788 Compuserve: 76001,1737
old, not a single line of code.
That means it has been a lot
of work for us to move all of
the legacy code over and
what we would call anecdotal knowledge that we've
picked up around the world.
But it also means that the
system is smaller, tighter,
faster, easier to maintain,
and it's more tolerant of
new technologies as they
come out. And management
accountants have to understand the dangers of bleeding edge —when you buy a
software package that's too
new, that has never been installed anywhere, that no
one's ever really used —and
trailing edge where perhaps
an old product has had new
Windows - looking screens
tacked onto dated legacy
code. You think you're getting leading edge, but all
you've really gotten is new
skins on an old horse.
. How are they going to
Q
know?
They have to be prepared
to ask a lot of questions.
They have to look at the
technology that exists behind the scenes. They have
to look at the language that
was used. Some people running companies have no
knowledge about technol-

ogy. But as someone that
has had to invest millions
of dollars in upgrading
technology, I've realized the
importance of doing that.
I've also realized the problems you can have if you
just kind of wish it away.
It's like in the early 1960s
when Howard Hughes
owned TWA. He said, "Forget these jet airplanes. Jet
airplanes are not going to
happen. They're going to go
back to props." He was
stuck in what he thought
was leading -edge technology but in fact was trailing edge technology.
You have to look at the
openness of the system.
Openness means how connectible is it to other systems? For example, if someone wants to buy our
package today, we can drop
a desktop unit, one single
user, on their desk running
in Windows with Access or
some other local database,
but I would expect a customer to ask, "Well, what is
required for me to hook up
an office? Do I have to get a
new version of the software
and convert my data, or can
I just simply just flip a
switch? What if I want to
run it on a file server? Do I
have to buy a different version of the software or re-
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write it or convert stuff? Or
do I just flip a switch? What
if I want to run it on this
new thing called client/
server? How easy is that?
What if I want to operate
over a wide area network
where I want to have my data scattered between places?" New systems, like
IDEAS, allow you to pick
and choose as your needs
change, without using
different versions of the
software.
It's also important to look
at the tool set that someone
used to build their product.
We stayed away from Cobol
and potentially interesting
but niche languages that
might melt down in the future. That's why our sixth M
is Microsoft, with its Visual
Basic, ODBC drivers, and
OLE. If I'm using a very proprietary tool set that I have
built myself, or if I'm using
a tool set from a company
with which I'm not comfortable about its longevity, or if
it's something that is just
20- year -old technology that
just looks pretty these days,
I would question that.
This goes beyond all the
accounting questions you
have to ask. And this
goes back to your question. A lot of these people
don't even know the right
questions to ask.
The best piece of advice
I'd have for someone who's
running a $100 - million
company is to tread lightly,
take your time, and really,
really understand you're
making a multi -year, potentially multimillion dollar,
potentially life- threatening
decision

...

Q
eAny interesting
thoughts on the future
of the financial software
industry?
There's going to be a tremendous amount of consolidation, both hardware60

MANAGEMENTACCOUNTING

wise and software -wise,
and intra - industry merging. I think that a lot of
the hype about some of the
latest and greatest technology will die down. We're
already beginning to see
that with the Internet. It's
going to have a very specific need, and it's going to
be tremendous for that
need, but, like everything
else, it's not going to be
all things to all people.
As far as some of the technologies further afield, multimedia and that kind of
stuff, I don't concern myself
terribly about that. If you
use current technology, adding these things, and others
like workflow and work group management, is a
cakewalk. Enabling IDEAS
to handle multimedia, hot
links to word processing or
spreadsheets, source document imaging, and the like
was the easiest part of the
work. It's the accounting
functionality that's the
killer.
The financial software
package industry is going to
explode both in a positive
and a negative sense over
the next few years as well.
The generic providers are
going to have a very tough
time. One end of the spectrum is going to do very
well—the Quickens of the
world. The people who can
provide off -the- shelf,
shrink - wrapped small business niche systems will do
very well.
On the high end, the
SAPs of the world won't
continue at their current
growth rates, but they will
continue to do very well
indeed. Our area of the
marketplace is going to
fractionalize between
those people that are one
of the 50 at the SoftEx
trade show, who don't
have anything that stands
out particularly, and then
those who provide very
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specialized, focused, almost verticalized versions
of the system for the
marketplace.
Our focus is going to be on
providing high -end, globally compliant systems with a
special focus in the energy
industry. The people out
there who are just one of the
Joneses already are having
tougher times keeping their
momentum going. We don't
pretend to do that. We don't
want to do that. We want to
grow, we want to prosper,
we're debt -free now, we're
very profitable, we've been
growing very consistently,
at 20 %, 30 %, 40 %, year to
year.

are realizing that there's a
global economy out there
and that despite what vendors may gloss over, they
have to look under the
hood of software systems
much more agressively
these days. Maybe in five
years all of the vendors
will be up to par, but for
now there's a lot of static
the management accountants need to filter out to
make sure they are betting
on the right horse. But certain it's also getting to the
point where if they're dealing with legacy systems,
they will not be able to
compete efficiently or
effectively.

What do all the chang0.
ing technologies mean for

Q
eIs there anything that
we didn't ask that you'd

the financial manager, the
management accountant, or
the controller?

like to focus on?

A lot of ulcers. A lot of
sleepless nights. If they're
cautious, and if they study
the marketplace, if they
understand they have to
become more computer literate, like it or not, there
are some tremendous opportunities out there for
them. From a career standpoint, as you understand
technology, as you understand applications and
how some of these new
products can really help
you build whole companies,
it's great for your own career development. I worry,
however, about the people
who think that it's still the
that they can
status quo
...sit back and
afford to just
think myopically. If anyone's qualified to help
build companies, it's people
that are in the financial
and accounting arena because they understand a
lot of the tools. They're predisposed to computers and
technology. They aren't
complete technophobes.
Management accountants

I'm trying to get across the
changing technology and
convey the understanding
that there's accounting
software and there's accounting software, so people need to look before they
leap. I could talk for days
on end about Cogent. I'm
very proud of our management team, consultants,
developers, support, and
back office groups. We
have practically zero turnover in our customer base.
They love the software;
they love Cogent, and they
wholeheartedly endorse
our M -6 strategy. This
says a lot for the synergy
we've developed with our
customers. As far as our
own growth and future direction goes, we are planning for explosive growth
with the new IDEAS for
Windows product. Our customers are excited about
it, and the market is ready
for it. We feel this will add
to our competitive advantage in the international
marketplace. ■
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SECONDSOFTEXSHOW OFFERSIN-DEPTH
ANALYSIS OF NEW FINANCIAL SOFTWARE

M

ore than 1,500 people attended the second SoftEx Accounting and Finance
Show Sept. 6 -7, 1995, in Chicago, meeting with 55 business application software
exhibitors.
The show afforded attendees an opportunity to look at the range of products in the accounting and finance
marketplace. These products vary
widely in functionality, price, server,
and database, as well as installed
base. For example, products being
demonstrated ranged in price from
less than $5,000 to more than
$500,000, depending on the vendor
and the application.
To help attendees sort out the proper applications for their companies,
consultants from KPMG Peat Marwick were on hand. They assisted participants in determining which vendors would be appropriate to consult
for their particular situations. Also,
the unique SoftEx concept featuring
live product demonstrations and lectures in breakout rooms, in addition
to the traditional booths, made it eas-

ier for visitors to evaluate a number
of products within a limited time
frame.
Throughout the SoftEx event, senior
managers from exhibiting companies
were present to meet with key decision
makers attending the show. Exhibitors, in turn, gained quality leads from
a very targeted audience. In addition,
a large number of exhibitors made significant press and new - product announcements at the show.
SoftEx is a series of seven software
marketing events staged each year in
key business centers around the United States focusing on three business
application subjects: accounting and
finance, human resources and personnel, and manufacturing. The third
SoftEx for Accounting and Finance is
planned for Feb. 7 -8, 1996, in Los
Angeles.

FINANCIALSOFTWARE
THE TAMAR INNS SOFTWARE SOLUTION
FOR HR/ PAYROLL INTEGRATION
With five hotels on the hotel -lined
International Drive in Orlando and a
sixth nearby, Tamar Inns, Inc. services many international and national
visitors. The hotel management and
development company has grown at
the phenomenal pace set by Orlando's
star attractions — Disney World, Epcot, MGM Studios, Universal Studios,
and Sea World. With Tamar's growth
came a need for the kind of systematized control only advanced technology could give.
The Tamar success story is grounded in the concept that happy employees make for happy hotel guests. His62
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torically, hotel room attendants are
not known for longevity with one employer, but many employees have been
with Tamar 10, 15, and 20 years. The
essential reason for this longevity is
Tamar's respect for its employees'
needs.
When Tamar began looking for software to manage its employee base, it
started with a needs analysis. Management decided it needed comprehensive management of such items as
employee benefits, emergency contact
information, affirmative action figures, workers' compensation, and
OSHA (Occupational Safety and

Health Administration) details. It also
wanted a system with built -in standard reports and an easy custom report writer to avoid the expense of hiring a software engineer to write
individual reports.
There was also a need to track the
automatic accrual of employees'vacation and illness records, direct deposit
for paychecks and payroll taxes, a
greater number of deductions per employee, and the ability to save earnings
and deductions histories for longer
than 15 months. Last, but not least,
management wanted to enter and update employee data only once, not one
time in the human resources department and another in payroll.
Frank Santos, chief financial officer
of Tamar, and Jim Bina, assistant corporate controller, launched an intensive study of human resources information systems (HRISs). After
narrowing the selections to three, Santos and Bina chose Abra Software's
Abra 2000, a DOS -based human resources system that integrates with
Abra Pay.
Manufacturers and service businesses are the most common users of
Abra's software, but Tamar found
Abra 2000 to be the best software solution for its hotel business as well, for
several reasons. First, it gave Tamar's
managers more detailed, sophisticated reporting to help them in decision
making. With more than 100 preformatted reports on such topics as employee turnover by reason, workers'
compensation statistics, and salary
and wage compensation by department, managers were able to see the
"big picture" more easily. In addition,
using Abra 2000 in conjunction with
the attendance tracking and payroll
processing modules integrated key
employee data in a central system.
Jim Bina liked having all employee
information "under one hat" because
"it frees up HR's time." Jonni Kimberly, human resources director for Tamar
Inns, concurs, "My HR people really
don't need to be concerned with all
the minute details of payroll, and it's
a waste of tim e for us to enter the
sam e earnings and dem ographics information the payroll department is
entering."
Most im portant, with automated
tracking of benefits plans, em ergency
contacts, and workers' com pensation,

Tamar was able to respond
to employee needs quickly,
without rummaging around
through files. For instance,
pressing a couple keys could
produce a report for an employee on his or her benefits,
the amount of premium paid
by the employer, and the
amount by the employee.
Like good benefit plans,
timely performance reviews
are important to employees.
Periodically printing a report with due dates for reviews helps to keep managers on schedule. Small
things, such as printing a
birthday list so the corporate president can send a
birthday card, tell employees they are important to
the organization.
Always looking for a more
functional system, Tamar
decided in 1994 to convert
from DOS to Abra's Windows® series. According to
Ms. Kimberly, "Even though
Windows0 is sometimes a
little slower to respond, it's
much more flexible and really easy to use." Tamar has an administrative staff of more than 30 people
on a local area network to manage the
needs of 1,500 employees. Implementing a system that is easy for everyone
to use translates into greater productivity. "It stretches the hourly wage a
little further," says Jim Bina.
An important consideration for Tamar was a more comprehensive security system. Both Bina and Kimberly
agree that employees expect their personal, job, and wage information to be
private. As Tamar added more and
more human resources and payroll
staff to handle the company's growth,
more staff had access to employee databases. With Abra for Windows ®, Tamar is able to protect sensitive data on
many levels throughout the system
and can extend protection to the custom report writer, so employees unauthorized to see specific information
cannot use the report writer to view or
print data to which they do not have
rights. "Security is so much better, it's
incredible," says Bina.
Another major requirement for the
HR department was to improve the
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process of handling increasing numbers of applicants. Abra's Windows®
system allowed Ms. Kimberly to establish an objective, efficient hiring process. By associating specific skill, education, and experience criteria for each
open position or requisition, the HR
department was able to have the system automatically match applicants to
specific requisitions.
The new system also enables Ms.
Kimberly to have control over critical
issues. With online analysis, she is
able to get facts instantly for strategic
decisions. For instance, she can view
employee termination numbers for the
Tamar enterprise, click on the total
number, and see the breakdown by hotel. She can drill down further by clicking on a hotel's total and viewing terminations by department. Or she can
view EEO numbers to see where Tamar is to date in ensuring diversity
within the organization and can drill
down even further to division and department levels and finally to individual employees to see the components of
each number.
"Probably the most useful thing

about our new Windows®
system is everything is all
together," said Jonni Kimberly. "It's an HR department store —we have attendance records, benefits
information, payroll records,
workers' compensation
events —all our employee
and applicant information in
one place."
To take care of accounting
requirements, Tamar's MIS
department uses a template
in Abra's linking program to
send payroll information to
its electronic general ledger.
"It's a neat system," said Jim
Bina. "We had some adjustments to make in the early
implementation phases, but
it has been worth it getting
all our employee information consolidated."
Tamar is a paradigm of
the kind of company that uses technology to empower
and inform its employees. Its
commitment to people assures Tamar's position as hotel pacesetter in the world's
leading city of amusement
parks.—Jennifer Dungan
Jennifer Dungan is HR market manager for
Abra Software, Abra Cadabra Software, Inc.,
888 Executive Center Drive West, suite 3000,
St. Petersburg, F1, 33702,(813) 579.1111.

PRODUCT MARKET
The Bureau of National Affairs, let.

now offers its Employee Benefits Library on CD -ROM in Folio® 3.1 for
Windows®. The single disc contains
volumes of information, and it is updated monthly with the mailing of a
current disc. Hypertext links across
the various categories allow intuitive
searches. The Library is divided into
six areas. "Employee Benefits Cases"
is 18 volumes of full-text federal and
state court decisions on pension and
benefits issues. "Compensation Planning Portfolios" presents 37 portfolios
for analysis. "ABABNA Employee
Benefits Law" is a 1,100 -page treatise
from the American Bar Association.
There is a "Compensation and Benefits Guide" with six binders of compliance guidelines. "Public Domain Materials" includes documents and
NOVEMBER 1995
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rulings from the IRS, DOL, SEC and
PBGC, and there are 150 interactive
forms from most of the same agencies.
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Lawson Software has announced its
Employee Information Center —a
turnkey kiosk that can be installed as
a stand -alone computer or a floor standing kiosk designed for a central
location such as a cafeteria or human
resources office lobby. The Center provides employees instant access to company policy, benefits information, and
personal employee data, all arranged
on a user - friendly, Windows&based
menu. An employee could request his
or her leave balance as well as input
a change of address or request a direct
deposit procedure. The benefits for the
human resources department include
a reduction of time spent answering
phone calls, entering data, and preparing forms. The kiosk integrates
with Lawson's Open Enterprise Human Resouces Solution and the entire
set of Lawson business applications.
The Center allows a choice of Sybase,
Oracle, or Informix RDBMS; AS /400
or UNIX platform. It can stand alone,
be networked, use sound and printers,
or even be fitted with a touch screen
interface.
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Spectrum Human Resource Systems
Corporation has made available its
HRVantage for client/server. HRVantage, intended for the larger company,
integrates fully with Microsoft's Front
Office application suite. The system
becomes an integral part of the suite
and enables a smooth flow of information between applications. HRVantage uses Microsoft Access® as the
front end (client) and Microsoft SQL
Server"I as the back end (server). The
flexible client/server system is designed to revolve around specific work
flows, grouping tasks into logical sequences that allow users to perform
frequent HR functions more efficiently, such as benefit enrollments, new
hire processing, transfers, terminations, and compensation management. HRVantage's modular structure assures that new capabilities
that Spectrum will be making available can be added without disruption
to existing systems.
Circle No. 62
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IBMhas introduced PC -based job cost
accounting and estimating systems
for contractors. The offering includes
a 30 -day money -back guarantee, financing options for qualified customers, and a single source for the evaluation, system selection, installation,
and support of PC -based construction
solutions. Using The Construction
Manager (TCM) software developed
by Software Shop Systems, IBM will
deliver a wide range of affordable
hardware, software, and service options geared toward small and midsized construction companies. TCM
features job cost, accounts payable,
and general ledger in its standard
package. Additional modules —payroll, accounts receivable, purchase orders, inventory, and report writer —
also are available. Once the construction solution is configured to meet
each customer's specification, IBM
will assemble the entire system, provide consultation throughout the installation and start -up process, and
offer a full year of telephone technical
support through a toll-free number.
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Deneb, Inc. has enhanced two of the
modules for its DENEB Construction
Accounting and Estimating system. A
new program for job cost, Archive/Restore Jobs, keeps current work- in -process at your fingertips and history of
completed jobs within easy reach.
Completed jobs can be removed and
stored on disk or tape. The addition of
user - defined periods allows contractors to control reporting and closeouts that fit their business needs. The
payroll update includes major changes for calculating workers' compensation premiums. Maximum reporting
limits for officers and nonofficers,
multiple codes and rates, separation
of taxable and nontaxable earnings,
and an experience rating factor allow
detailed and accurate reporting on an
individual employee basis. The menu driven Deneb software meets the special needs of small to medium -sized
contractors.
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Software Solutions, Inc. is shipping
version 6.4 of its FACTS software for
small and medium -sized wholesale
distributors. FACTS provides a range
of fully integrated modules for han-

dling customer service, asset management, and financial management
functions. Among the improvements
are DOT HazMat, an automated system to help companies comply with
HazMat (Hazardous Materials) guidelines; Electronic Price Updates, an
automatic method for updating cost,
price, and item changes provided
through electronic catalog services;
and Remote Order Entry, which allows customers to dial in to the
FACTS system for faster order placement. Other enhancements are Catalog Item File for fast online reference
to nonstocked catalog items; fractional conversion factors for units of measure; and past invoice lookup by
invoice number.
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MicroMash® has enhanced its software -based CPA, CMA, and CIA Reviews. Each of the new releases contains an extended version of The
MicroMash Way, which now pinpoints
a user's strengths and weaknesses in
all subjects/parts being studied, not
just a particular subject/part. How to
Study the MieroMash Way is a brand new separate course included with
these Reviews. Mix -up (available in
the CPA Review only) scrambles the
answers to multiple- choice and "pick
all that are true" questions each time
they are seen, so the user is obliged to
learn the concepts presented in the
question. The CPA Review for Windows is now available on CD -ROM.
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American Business Information has introduced the Americana White Pages
and American Yellow Pages on CDROM. The White Pages includes almost every published residential listing in the United States —more than
70 million listings. The user can
search by name, median home value,
or median length of residence. The
Yellow Pages allows the user to search
by company name or by type of business, using Yellow Page headings or
SIC codes for any city, state, county, or
ZIP code. The CD -ROM contains more
than 10 million listings, compiled
from some 5,000 yellow page directories and many other sources.
Circle No. 67
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RESEARCH
Julian M. Freedman, CMA, Editor
CAM -1 MEETS IN CANADA

C AM -I (Consortium for Advanced
Manufacturing - International) held its
third - quarter meeting in Toronto, Ontario, Canada, August 28 -30.Dennis
C. Daly, IMA representative to CAM -I,
reported on the meeting, which had
the theme, "Making It Happen." The
focus of the presentations was to explore in depth approaches to a radical
improvement in customer value and
reduction of total cost.
The first presentation, by Stanley
Whiteley, president and CEO of the
Society of Management Accountants
of Canada (SMAC), focused on the
evolution of management accounting
into "Strategic Management Accounting" (the title of the presentation) with
an emphasis on competitive position
as well as performance and product.
The customers of management accounting want technical expertise, a
high level of management intelligence, a strong bias toward business
competitiveness , cross - functional experience, industry knowledge, and the
ability to think strategically. Management accountants and their professional organizations need to respond
to this new environment by dramatically changing their research focus,
professional development, and the
qualifying process for the CMA.
David Bazzetta presented an indepth look ( "Chrysler Corporation:
ABC /ABM Status and Review ") at the
shift at Chrysler from a budget viewpoint to a new vision for finance so as
to become a business partner with the
operating groups and to provide accurate, timely, process -based financial

information to both internal and external customers.
Chrysler now is focused on process
costs for the entire organization and
the value chain/enterprise costs from
supplier to dealerships. The fundamental and indispensable tool for this
transformation is ABC (process costing). Bazzetta provided a 1995 activity -based costing update including the
ABC (process/product) initiative in
the sales and marketing area, applying ABC to retail dealerships.
The final portion of the presentation was devoted to the corporate
ABC strategy. Chrysler feels that process management of all components
in the value chain is a competitive
advantage.
W. David Williams then gave a presentation on "Advanced Product Realization Processes" at Sandia National
Laboratories. Sandia is in charge of
U.S. nuclear weapons inventory from
cradle to grave with their primary
mission being the "weaponization" of
nuclear explosives. Future product realization requires improving cost and
time as well as reducing uncertainty
and has led Sandia to develop a model -based product realization system
centered around knowledge -based engineering with a team that co- designs
the product, processes, and enterprise
knowledge store. A critical component
of this model is to have at the desktop
of the design team an integrated information system including design and
analysis tools, product realization
guides, business practices, component
and materials models, and enterprise
knowledge stores.
The final presentation was given by
both the management and operations
personnel at the Allen- Bradley manu-

facturing plant (ISO 9000 - certified) in
Cambridge, Ontario. Allen - Bradley is
part of a consortium of 12 Canadian
companies with the mission to be
high- performance, world -class suppliers that can compete and win against
the world's best.
At Allen- Bradley, one initiative was
to introduce mass customization
through a modular concept to speed
up order processing. By focusing on
time through concurrent manufacturing, it reduced the process time (order
placement to shipping) from 75 days
to five days and achieved a significant
competitive advantage. It also discovered that focusing on time also
brought cost and quality improvements. In another example, cycle time
was reduced from 60-90 days to 5 -10
days, resulting in increased profitability. The success factors necessary to
achieve these dramatic results are a
clear vision, cultural change, teams
and team commitment, planned communication, a common language, and
trusting the process. The presentations by the operating personnel at
the plant demonstrated the effectiveness of the team -based approach.
The CAM -I Capacity Interest Group
has completed Capacity: A Manager's
Primer, and the Target Costing Interest Group will be completing Volume 1
of its target costing research, A Framework & Process Model for Target Costing, during the next quarter. Other
CAM -I interest groups include the
Service Function, Investment Management, Process Management, ABM,
and Aerospace & Defense groups,
which are working actively on new
projects. For information on upcoming
CAM -1 meetings and becoming a
CAM -1 sponsor, contact Peter Zampino, CAM -1 director of advanced management programs, (817) 860 -1654.
The fourth - quarter meeting is scheduled for December 11 -13, 1995,in
New Orleans. ■

SURVEYPARTICIPANTS
WANTED

R

esearchers at the University of Nebraska are conducting a survey to examine the impacts of changing business environments on organizational
performance measurement systems.
The survey focuses on performance
measurement in organizations that
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have completed business process reengineering projects as well as in organizations that have not been involved in reengineering. The goal of
the study is to provide a better understanding of the relationship between
performance measures and overall
business success within changing environments. Results of the study will
be made available to all participating
firms. Organizations interested in
taking part in the study or that would
like more information can contact Professor Sid Davis at (402) 472 -3001;
e -mail: sid@mlinfo.unl.edu; or fax:
(402) 472 -5855. Information provided
by participating organizations will remain confidential.

MANAGEMENT
ACCOUNTINGPRACTICES
Louis Bisgay, CPA, Editor

FRCCOMMENTSON
ENVIRONMENTAL
LIABILITIES...
1MA s Financial Reporting Commit
tee (FRC) offered its overall support
for the American Institute of CPAs'
proposed Statement of Position, "Environmental Remediation Liabilities"
FRC's comment letter indicates that
such a document is necessary because
"guidance is needed for this complex
and troublesome area of accounting."
FRC's comments addressed a number
of specific proposed provisions, including the following:
■ The benchmarks shown are useful
and should be retained in the final
document.
■ The committee endorses the inclusion of internal and external costs
of defending against liability.
■ The committee agrees with the conclusion that costs should be estimated based on remediation technology that exists currently. The
conclusion may need to be reexamined, however, if the FASB reaches
a different conclusion in its project
on decommissioning of nuclear
power plants.
■ It no longer is practical to retain the
currently proposed effective date.
The date should be postponed for
one year. ■
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.. ANDONGOVERNMENTAL
PUBLICATIONS

F RC submitted comments to the
Governmental Accounting Standards
Board regarding two Preliminary
Views Documents. One relates to
"Government Financial Reporting
Model: Core Financial Statements."
FRC said the proposed dual perspective approach —from both the fund
perspective and an entity -wide perspective— will lead to a level of complexity that is completely unwarranted and, because there is no
reconciliation between the two perspectives, greater confusion for the users. The core financial statements
should be only the statements for entity -wide reporting. For internal control and management purposes, the
fund perspective should be retained.
The other Preliminary Views document is "College and University Financial Reporting Model: Core Financial Statements." FRC made the same
comment about complexity and confu-
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sion as is indicated above. Moreover,
the letter observes that the dual perspective approach introduces new reporting standards for the entity -wide
perspective that ignore the proposed
new AICPA Industry Audit Guide, a
guide that incorporates the requirements of SFAS No. 116 and 117. That
would eliminate any chance of maintaining comparability in accounting
and financial reporting between public and private colleges and universities. FRC recommends that the core
financial statements be only the statements for entity -wide reporting and
that the entity -wide perspective reflect the new AICPA reporting model.
FRC also commented to the Federal
Accounting Standards Advisory
Board on its Exposure Draft, "Accounting for Revenue and Other Financing Sources." According to the
IMA Committee, the Exposure Draft
is a comprehensive treatment of
earned revenue, income taxes, other
taxes, and other revenues, as well as
appropriations used to finance federal
governmental agency operations. The
proposed standards advance the concepts laid out in Statement of Recommended Federal Financial Accounting
Concepts No. 2, "Entity and Display."
The quality of the exposition is a
considerable improvement over current federal accounting literature,
and we generally concur with the
recommended standards. FRC's
letter included responses to 18 sets
of questions.
Copies of IMA comment letters are
available free from Nora Altavilla,
IMA, 10 Paragon Drive, Montvale, NJ
07645; Fax (201) 573 -0639. ■

FASOASKSABOUT
DISCLOSUREEFFECTIVENESS

T he Financial Accounting Standards Board issued a prospectus calling for papers or comment letters on
the effectiveness of current disclosure
requirements. The objective is to obtain comments and encourage research on disclosure - related issues,
such as cost effectiveness, information
overload, and the role of the accounting profession in providing useful information to investors and other financial statement users. Comments
are requested by November 30. One
copy of the prospectus is available

without charge until November 30
from FASB Order Department, 401
Merritt 7, P.O. Box 5116, Norwalk,
CT 06856 -5116; (203) 847 -0700,
ext. 555. ■

GASBPUBLICATIONS

T he Governmental Accounting
Standards Board recently issued the
following documents:
■ Statement 29, which provides
guidance on the use of not - for -profit
accounting principles by state and
local governments. The guidance
is interim for those governmental
entities that use not - for -profit
accounting until the Board resolves
its financial reporting model
projects,
■ An Interpretation that requires
governments to disclose certain information about conduit debt,
which is limited- obligation bonds
issued by a state or local government for the purpose of financing
capital activities of unrelated third
parties.
The publications are available for
$9.50 each from GASB Order Department, 401 Merritt 7, P.O. Box 5116,
Norwalk, CT 06856 -5116; (203) 8470700, ext. 555. Refer to product GS29
for Statement 29, and to product G102
for the Interpretation about conduit
debt. ■

CONTINUOUS
IMPROVEMENTCENTER
William B. McMahon, CMA, Editor

CICMULTICOMPANY
BENCHMARKINGENTERS
EUROPEANMARKET

IMNs Continuous Improvement
Center (CIC) held a meeting of its Advisory Committee on European
Benchmarking of the Finance Function on October 12 at Johnson & Johnson's facility located in Maidenhead,
Berkshire, United Kingdom.
The Advisory Committee, made up
of experienced European benchmark ers from Dun & Bradstreet; ITT Automotive; Johnson & Johnson; Monsanto; Whirlpool; Gunn Partners, Inc.;
and Booz -Allen & Hamilton, Inc., indi-

cated a very high interest in conducting European benchmark studies. The
Committee also validated the need for
conducting multi- company bench marking assessment studies as the
first step in the reengineering process
as well as a tool to maintain continuous improvement. It identified several
changes in CIC's domestic Global
Benchmarking System.
The European Benchmarking Advisory Committee members in attendance were Joanne Felix -U.S., Tim
O'Shea -U.K., and Nancy Petrillo -U.S.,
Dun & Bradstreet; Erhard Verleger,
ITT Automotive Europe GMBH -Germany; Sandy Denarski and Don Richards, Johnson & Johnson -U.S.; Stuart

Cunningham, Johnson & Johnson U.K.; Colin Elwell, Monsanto -Belgium; Steve Freeman, Whirlpool -Italy; Richard Swanson, Gunn
Partners - Switzerland; Huib Morelisse, Booz -Allen & Hamilton, Inc. Netherlands; and Bill McMahon,
IMNs director of CIC Services.
The first European Multi- Company
Benchmarking Assessment Study is
scheduled to begin during the first
quarter of 1996. If you are interested
in participating, please call Bill McMahon at 800- 638 -4427, ext. 266. If
you are interested in learning more
about joining CIC, please call Tom
Craven at 800 - 638 -4427, ext. 283, or
CIC's Faxback service, ext. 242, ■
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A. Total no. copies printed (net press run)
B. Paid circulation
1. Sales through dealers and carriers,
street vendors and counter sales
2. Mail subscription
C. Total paid circulation
D. Free distribution by mail carrier or other
means (samples, complimentary, and
other free copies).
E. Total distribution (sum of C and D)
F. 1. Office use, left over, unaccounted
spoiled after printing
2. Return from news agents
G. TOTAL (sum of E and F should equal
net press run shown in A)

92,944

95,880

80,466
80.466

81,726
81,728

3.000
83,466

5,000
86,728

9,478
NONE

9,152
NONE

92,944

95,880

1 certify that the statements made by me above are correct and complete.
Robert F. Randall, Assistant Publisher
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Advertisement

Large division of $800MM NYSE
li s t ed C o n su mer an d In d u s tri al
Pro d u ct s M anu fact urer. Du t i es
will include: cost accounting, budgeting /forecasting, financial reporting to headquarters, and computer
sys tems mai n ten ance/ en h ancements. Provide operations management with analysis of results and
recommendations for increased productivity. Required skills include
problem - solving, analytical, administrative and leadership as well as
excellent oral an d written skills.
Supervise staff of ten. Requirements
include five -plus years of increased
responsibilities in manufacturing
accounting, process and standard
costing and budgeting experience
incl udi ng variab le and overh ead
budgeting. Strong systems experience with knowledge of MAPICS. BS
or B A i n Acco un t in g. Sal ary t o
$60,000 plus profit - sharing.

Various opportunities available for
Senior and Manager level candidates with Big 6 and Second Tier
public accounting firms. Perform
and supervise financial audits for a
variety of i ndustries and clients.
These opportunities are available to
qualified candidates with current or
recent public accounting experience.
Salary to $55,000.

Dynamic fast - growing service company requires an accounting degree
and 1+ years experience working
with the general ledger. Gain traini n g i n all facets of accou nt in g
th ro ugh fi nancial s t at emen t s .
Grow into supervision.

Sub urb an machin e manu facturer
seeks strong cost exposure. Initial
duties will include selecting and
implementing a n ew cost system.
After cost system is implemented,
manage th e department and have
the o ppo rt un ity t o p erfo rm co ntrollership level responsibilities,
including financial statement preparation, accounts payable, accounts
receivable and budget planning. The
selected individual will be extremely
professional, possess strong communication skills and work with minimum direction. Salary to $70,000.

$10 Billion NYSE listed Consumer
Products Manufacturer/Distributor.
Specific duties include development
of financial models and analysis of
performance trend s by b us in es s
units. Candidate must possess ability to use problem - solving, analytical
and technical skills to partner with
operating business managers and
have the capacity to thrive in fast
paced unstructured environment.
An M B A fro m a t o p u n i vers i t y
with a concen tration in Fi nance,
Accounting or Business Economics
is required. Salary to $65,000 plus
discretionary bonus.

East Coast based CPA firm seeks
experienced tax professional to head
up real estate tax practice for their
Midwest office. Provide clients with
tax planning and be responsible for
developing the regional practice.
Requires 10+ years experience in
performing tax advisory services.
Incentive opportunities available.
Base salary to $120,000.

Robert Half is the world's leader in specialized financial
recruiting w ith over 18 0 of f ice s w orldw ide a nd is
endorsed by the Institute of Management Accountants.

Position at headquarters of major
investment advisor /asset management corporation. Supervise five in
the Corporate Accounting Group,
including preparation of monthly
reporting package, cash flow and
variance analysis. Other responsibilities incl ude prep arat i o n of
information for external auditors.
In charge of all multi -state revenue,
federal tax reporting and sales and
use tax reports. Establish departmen t al goals an d imp l emen t
procedures to increase efficiency.
Interface with accounting software
vendors while customizing report
formats t o en hance management
information. Prepare corporate and
departmental budgets. Two years of
supervisory experience preferred,
including hiring and staff reviews.
Soli d PC ex peri en ce, in cl ud in g
Lotus or Ex cel (macros ) desired.
Salary to $55,000.

St ron g an al yti cal an d gen eral
accounting skills desired for fast
growing company. Duties include
financial statement preparation in
addition to budget and fixed asset
rep ort ing. Lotu s (heavy macro s)
or ot her sp read sh eet ex peri en ce
a must! Excellent benefits package.
S al ary ran ge from $35,000 to
$45,000.

Several opportunities with Fortune
100 companies within their internal
aud it dep artment. Do mesti c and
international travel opportunity up
to 50 %. Perform financial and operational audits and reviews as well
as special projects. Rotat ional
programs available. Great springboard in to man ageri al level
position. Salary to $45,000.

Advertisement

Multi - million dollar suburban distributor seeks a top notch credit professional. Job responsibilities will
include supervision of eight professionals, establishing credit policies
and procedures, financial analysis
and liaison with sales management.
A proven track record in reducing
DSO and establishing a productive
credit department is a must. Bonus
ties into DSO. Highly visible position reporting to the Vice President
of Finance.

Large regi onal multi - facility
hospital and physicians' practice
seeks experienced healthcare professional. This position involves implemen t i n g sys t em up grades and
streamlin ing the billing process.
Candid ate sh ould b e an M BA or
CMA and have a minimum of five
years i n th e healt hcare in du st ry
with third party billing exposure,
st ron g sys t ems and excel lent
communication skills.

Fast growing manufacturing company with a desirable plant location.
Tremendous growth opportunity for
a MBA/CPA with strong financial
leadersh i p skills. Significant
exposure to regional and corporate
level s wi t h i n t he o rgan i zat i o n .
Responsible for office personnel in
add iti on to th e financial du ties.
Ideal candidate will have manufacturing background and an ability to
handle a fast paced environment.
Salary to $70,000.

Major player in telecommunication
industry looking for Tax Manager
in their suburban corporate headq u art ers . This in di vid ual will
rep o rt d i rect l y t o the Director
of Accounting an d Fin an ci al
Ad min i s trat io n . Seven+ years
ex peri en ce wi th an emp h as is i n
th e teleco mmun icat io n in du st ry
required. Must possess ability to
effectively communicate with all levels of man agemen t p ert ain ing to
in co me t ax and t h e ap pl i cat i o n
thereof for new business activities.
Will be responsible for all tax issues
and resolution of RARs. Salary to
$80,000.

Billion- dollar commercial and consumer products holding company
seeks driven executive to lead the
audit department. Ideal candidate
will possess 10+ years related experience. Requires "Big Picture" perspective and flexibility to move into
other key management roles within
the corporation. Build and manage a
professional audit staff and direct
audits of domestic and international
locations. This is a key management
position with a growing corporation.
Salary to $150,000.

Midwest area b ranch o ffice o f a
multi - million dollar software company. Responsibilities include budgeting, forecasting and variance analysis. CPA/CMA required. Excellent
opportunity to broaden and develop
your career within a highly recognized service organization. Salary to
$55,000.

For information on these
and other professional opportunities,
call Robert Half at 1 -800- 474 -4253. You'll be
connected directly with your local Robert Half office.

Position with NASDAQ traded
financial services holding company
providing information and risk management services to the mortgage
banking industry. Business units
include insurance, outsourcing and
d at a services . Responsi bilities
includ e management of mu lti ple
departments (Corporate Accounting,
Insurance Accounting, Information
Systems, Tax, Treasury and Risk
Management) with a staff in excess
of 30. Broad -based analytical, problem solving and team building skills
are req ui red , in ad d i ti o n t o t h e
ab il i ty to in t erface wi th Sen io r
Operating Management and external regulatory bodies. A CPA/CMA
with 10+ years of Accounting and
Fin an ce exp erience in a rel at ed
industry highly desirable. Salary
commensurate with experience.

Position with state -of -the -art publishing corporation. Responsible for
all areas of accounting, including
cost, inventory, and fixed assets.
Complete treasury functions and
ban k i n g rel at i o ns h i p s ; p rep are
mon th ly repo rt in g package for
banks an d invest ors. Oversee all
personnel records and administer
fringe benefit programs, including
401K, benefit and profit - sharing
pl an s. Req u iremen t s include a
CPA/CMA with 10+ years experience. Salary plus incentive bonus.

International high -tech manufacturer experiencing rapid growth seeks
individual with a minimum of four
years experience. Duties include
general ledger close through financial statement preparation, budgets,
forecasts, analysis and pro -forma
modeling. CMA a plus. Salary to
$45,000.
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Fax your resume to:
803- 635 -7749
or mail to:
Charter Career Consultants
110A N. Congress Street
Winnsboro, SC 29180
Our client companies pay our fees.

F- O- R- T-U -N -E o f C o lum b i a
is an autho rity in the placement
o f M a nuf a cturi ng M anage ment
Accounting pro fessionals nationwid e. We co nduct searches
for CFO, VP Finance, Contro ller,
Co s t M ana ge r a nd F i n a nc i a l
Analyst po sitio ns in the $40,000
to $150,000 range. T o discuss
o ur c ur r e nt o p p o r t uni t ie s ,
call (803) 788 -8877. You may f ax
yo ur resume to (803) 788 -1509
or mail to:
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.

■

Think ofusasyourflight instructor,Wecanhelpyoursolo
careertakewingWe`vebeenin
thebusinessofhelpingaccountantsstart theirownbusinessfor
25yearssoit'snotsurprisingw&e
America's#1accountingfranchise.
We'llgiveyouthetaxexpertise,
thesystemsandthesupportyou
needtoget,andkeep,newclients.
Callusat1.800.32137292.We
havewhatittakestohelpyour
careertakeoff.

ACCOU NT IN G MAN AGE R
Our client, a consumer goods
manufa cturing co mpany, has
an op ening fo r a multi -p la nt
Accounting Manager at its headquarters in Memphis, T N. T he
position pays to $60K plus 30%
bo nus and re q ui r e s a hi g hl y
motivated "achiever."
Please call to discuss the position
at 1-800. 700 -0103.
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It'sTimelb StartAcoou—
ForYbownWL
160HAWTHORNEPARK-ATHENS,OA30606

Rates: $4.00 per wo rd - 15
wo rd minimum. A dvertising
copy over 50 words is charged
at display advertising rates.

FINANC IAL JO B
HUNT ER'S PARADIS E !
Job Ads
Executive Mailing Lists
Resume Mailing Service
For samples, send
SASE and $1.00 to:
QO L
Box 4102
Sunnyside, NY 11104
http: / /www.wp.com/JobHunter

Call (800)87-G L E IM
MOS T : co m pre hensiv e, easy to -use, up -to -date, inexpensive,
and widely used. State- of -thea r t bo oks a nd so f twa re fo r
ma xi mum kno wle dg e tr ansf er .
Free brochureldemo disk.

Abbreviations, ZIP codes, and
phone numbers count as one
word each. All classified advertising must be prepaid.
Noncommissionable.
Closing Date: Deadline for
co py is 21 days preceding
month of publication.

SWuvt file CTS Guide
to Accounting Software for
Microcomputers.

Copy: All advertising must
be submitted in typewritten,
do uble- spaced f o rm . No
telephone orders accepted.
Copy may be f axed to Alice
Schulman at (201) 573 -0639.

• The only source of objective hands -on
information of the leading PC Windows
and DOS -based accounting vendors Great Plains, ACCPAC, MAw 90,
SolomonIV, and more
250 pages of narrative critique and
feature/function comparisons in easy
to use charts
• Rates the quality of performance of
over 950 features for each vendor,
module by module
• Covers all the critical applications: general ledger, accounts payable,
accounts receivable, job cost, payroll,
and more
• Includes the Requirements Analyst
program to quickly rank the systems by
needs met for your company

Ac c e p t a n c e : P ub lis her
reserves the right to accept or
rejec t ad ve rt is em ents f o r
MANAGEM ENT ACCOUNT ING'

Classified.
Payments: Payment in U.S.
funds must accompany each
o rder. M a i l c o py to A li c e
S c hulm a n, MANAGEMENT
ACCOUNTING`, 10 P arago n
Drive, M ontvale, NJ 076451760. Tel. 1- 800 - 638 -4427
Ext. 280.
Display Classified: One twelfth page (1 i v i 6 ° x 4 ") is
available at $822.

PUBLISHERS OF SOFTWARE
GUIDES SINCE1983

CALL 1- 800 -433 -8015

Circle No. 21

RS#

PAGE

11 ABC Technologies Inc.

13

7 Accountants on Call

29

6 Aetna

23

5 Airborne Express

61

24 Armstrong Laing, Inc.

27

CMA Program

C -3

26 CODA Incorporated

C -2

9 Cogent Information Systems Inc.
25 Computinn Software, Inc.

9
C -4

12 Comshare

19

21 CTS

70

17 Decision Support Technology Inc.

47

27 Deltek Systems
4 Geac/Vision Shift
23 Hyperion Software, Inc.
20 IBM/Entex

1
15
7

56

IMA/CMA Pens

50

22 KCI Computing, Inc.

71

15 Kronos Incorporated

31

19 Lambers

48

3 Lawson

11

2 Microsoft
18 Orange Systems
Padgett
16 Rigos
1 Robert Half International Inc.
Robert Half International Inc.'s
Marketplace

2&3
63
70
66
25
68 & 69
17

14 Security Pacific

33

8 Software 2000

CONTROL Features
1. Full Integration with
Lotus 1 -2 -3"
2. Full Reporting Capability.
3. Full Analysis Capability.
4. Full Budget Capability.
5. Performance Reporting
for Marketing.
6. Manpower Forecasting &
Analysis.
7. Foreign Currency,
Allocations, &
Eliminations.
8. Mainframe, PC and Unix.
9. Drill downs, drag & drop
rotation of axis & more.

OLAP Server

Oracle, Sybase
MS SQL Server,
DB2

Pricing
Starting At
PC
$12,500
UNIX
$17,500
VM, MVS $53,000
Volume Pricing @
$500

When Price and Performance
make a Difference
KCI Computing, Inc. 1.800.824.3920
Circle No, 22

39

10 Sapling — NetProphet

Software Business Products

A True Relational

51

IMA Annual Conference

MicroMash

CONTROL@ Outscores
Hyperion, Commander,
Essbase® & Express®
using

ADVERTISERS' INDEX

TIRED OF WORKING FOR
SOMEONE ELSE?
Own your own com puterized
accounting, bookkeeping and
payroll business servicing
all small businesses. You get
special software, complete
personal train ing, proven
m ar ket ing program to get
clients, ongoing accounting,
software, and m ar ket ing
support. You get Franchise
benefits without the fees.
BOOKKEEPING
EXPRESS

ABC /ABM SOFTWARE
Activity
Analyzer "'
for
Windows. Integrated activity,
process and product costing for
m anu fac tur ing and service
industries. Measure resource
utilization, capacity, cycle time
and NVA costs by activity and
process. Link process information with process flow diagrams.
Over 140 reports plus report
writer. Powerful import/export.
Lead Software, Inc.
(708) 351 -5155

1 -800- 326 -5353

43

Foradvertising,call IK Enterprises,

5

1 -800- 638 -4421, ext. 280 Fax: (201) 513 -0639
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Education
Robert Rizzitello, CMA, Edito,

CONTINUINGEDUCATION?
You cannot underestimate the importance of continuing education in today's fast changing and competitive
business environment. In fact, the
IMA's Code of Ethical Conduct stresses the value of continuing education
by stating that "Management accountants have a responsibility to: (a)
Maintain an appropriate level of professional competence by ongoing development of their knowledge and
skills."
The Continuing Education column
is a new addition to MA N AG E ME N T
ACCOUNTING ®.I plan for it to communicate or "pass the word" about the
continuing education opportunities
offered by the IMA and provide individuals with the knowledge required
to enhance their continuing education
opportunities. The column will announce and review courses and new
delivery methods, recommend courses
for specific job descriptions, provide a
schedule of national and other significant educational programs, and report on the activities of Member Interest Groups and the national
Education Committee.
I encourage you to communicate
positive continuing education experiences to me!

CONTINUINGEDUCATION
STANDARDTHEFINALWORD
In February 1995, the Board of Directors approved a change in the
IMA's bylaws. The change determines
that all members prior to January 1,
1996, who continue their membership, are deemed to have met the
minimum standard for continuing
professional education (CPE) because
of their history of participation in the
IMA. (The change did not impact any
requirements for CMAs or members
in national service.)
Therefore, the minimum standard
for continuing professional education
of 10 hours per year becomes effective
for all new IMA members January 1,
1996, except for Emeritus Life Members and student members. CMAs
have a distinctive requirement, and
members in the National Service Development Program have a 20 -hour
requirement.
Question: If an individual is a student
or associate member prior to January
1, 1996, and becomes a regular member subsequent to that date, will the
member be subjected to the minimum
standard for CPE?

1995-96 Executive Education Pr o gr a m s
SEC Reporting and Compliance Course*
December 13 -14, Orlando, Fla.

FASB Accounting Workshop*
December 14 -15, New York, N.Y.

Annual IMA Conference June 23- 26,1996, Las Vegas, Nev.
*These programs are offered jointly with KPMG Peat Marwick LLP. For further
information call (201) 334 -4111.
For further information regarding IMA programs, please call 1- 800 - 638 -4427, #4, 1.

72

MANAGEMENTACCOUNTING

NOVE MBER 1995

Answer: The "grandfather" clause
of the bylaws includes student and associate members. Student and associate members are entitled to all services and benefits of the IMA. The
difference between a student or associate member and a regular member
is the amount of dues paid.
Question: What qualifies for CPE?
Answer: The CPE hours must meet
the specifications as set forth by the
Institute of Certified Management
Accountants. The subjects should be
related to topics covered by general
management accounting and/or an individual's job responsibility. Illustrative subjects include all aspects of accounting, business applications of
mathematics, computer science, economics, finance, management, production, marketing, business law, and
behavioral science.
CPE hours will be recognized for
programs sponsored by the IMA, its
councils and chapters, employers,
businesses, educational institutions,
professional accounting organizations, and all sponsors of CPE who
are registered with the National Association of State Boards of Accountancy, Inc., (NASBA) or the state
boards of accountancy. An individual
also can earn CPE hours for self -study
courses, speeches, publication of technical articles, and by examination. A
program must be well organized and
satisfy the following conditions to
qualify:
in The topic must be appropriate to
the professional development of
the management accountant;
■ Each session must be at least 50
minutes in length (50 minutes
equals one hour of CPE);
in Group sessions should be directed
by a qualified speaker, instructor,
or discussion leader; and
■ Participants should receive educational materials such as outlines,
books, or other materials. (This
condition is not necessary for a single program that is a technical
speech.) in
Robert Rizzitello, CMA, is a senior manager
with the management consulting group of
Ernst & Young LLP and member of IMAs
Committee on Education. He can be reached at
(216) 448.5988, phone; or (215) 4484070, fax.
Internet: bob.rizzitello@eycom.
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E very day, the business pages report another corporate downsizing, another restructuring,
another merger. And with every report, more
jobs are lost, more opportunities vanish and the
constantly changing needs of corporations
become more difficult.
Are you ready for the changes that are coming
your way?
If you have a finance or accounting background
or you're a recent graduate in the field of Finance,
Accounting or Management, the Certified
Management Accountant Program, endorsed
by the Institute of Management Accountants,
may be the right course in building a more
fulfilling and rewarding career.
The CMA designation — the only certification
program of its kind for finance, accounting, and management professionals — is recognized,
supported and endorsed by most senior executives
at top corporations throughout the country.

The Institute of Management Accountants is
the largest management accounting organization
in the world and since 1919 has been an invaluable
source of personal and professional development
opportunities for its members.
To find out more about how membership in the
prestigious Institute of Management Accountants can
lead to CMA certification and future success in
today's complex marketplace, call 1-800- 365 -ICMA.
You'll receive a free issue of the Institute's award -winning magazine Mana gement Accou nti ng.

INSTITUTE of

MANAGEMENT

ACCOUNTANTS

CERTIFIED MANAGEMENT ACCOUNTANT PROGRAM

Apply Now For The Dec. 7th & 8th Examination.
Other Upcoming Exam Dates Are June 6th & 7th, 1996.

a1

*

� ►' '

qqtlg
f

t

