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Does your accounting
software pass the
Year 2000 test?
Find out in 30 minutes with Free ,4nalysis Kit!

is the leading developer of database
accounting software with 300,000
business users worldwide from single
user to client/server environments.
And every product is
A
_

In a recent survey, most financial
managers admitted that they didn't know
if their system was Year 2000 certified.
That's risky. And it's a risk you can avoid.
Ask for our Year 2000 Analysis Kit, and
you'll find out how your system measures
up when it comes to dealing with the
Year 2000 crisis.

SBT .Iceounting Systems, Inc.

_

Is ,your system erected?

Our Year 2000 Analysis Kit for
financial managers is packed with useful
information and, best of all, it's free for
the asking. Simply call 800- 873 -7282.

v___nnnn

More than five million businesses
have a problem, and they may not realize
just how serious the problem is. Their
accounting software can't handle Year
2000 transaction dates because their
computer thinks the two -digit date "00"
is 1900 —not 2000!

Only iS days left before the Year 2000.

It's best to update your accounting
software at a month -end that coincides
with a weekend. If you look at a calendar
you'll see that there are only a handful
of opportunities left to solve your Year
2000 accounting problem before the
new millennium.
Get started today.
Find out where you stand now
so you can update your system at
your convenience and avoid costly
business interruptions.

WFAW

Accounting Systems

Circle No. 18

,4sk.for the FREE Year 2000 Analysis Kit and put
your accounting software to the test. You'll get the
Manager's Workbook, a seV- -test diskette, and the
Year 2000 checklist.

Call 800 -875 -7282 or fax your request
to 510 -676 -5756 for offer #52B. Or
you can order over the Internet at
www.sbt.com/2000.

1•W 1 Los Gamos Drive, San Rafael, CA 94903
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W e ' l l l e t t h i s ro ck -s o li d
list of presenters
speak for itself:
A B S A B ank

Co c a -C o la
D e lc o E le c tro nic s

at o ur Int er nat io nal Us er Co nf e re nce ,

p r e s e nt t h e i r " m o nu m e nt a l" A B C e xp e r -

Mo b i l O il C o r p o ra t io n

i e n c e s . W e a r e ho no r e d t o b e i n t he i r

Mo to ro la

co m p a ny and wo uld li ke t o si nc e r e ly

Na vi s t ar
P C S H e alt h S ys te m s
R o c ke td yne ,

tha nk t he m f o r p r e s e nt i ng a t t hi s y e a r ' s
C o nf e r e n c e , O c t o b e r 1 5 . 1 7 i n C hi c a g o .

D ivis io n o f B o e ing

Ho w to g et in vo lved :

S all ie Mae

are usi ng our Ac ti vi ty -Based information System, call us at

To f ind out why these, and other wor ld leading or gani sati ons

E xid e E le c tro nic s

1. 800. 882. 3141 or email us at i nfory abctec h.c om and we

Ne w Z e aland P o s t
F id e l it y I nv e s tm e n ts
S he ll C he m ic al
Giant F o o d

G ua rd i an I n d us tri e s
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wi ll r ush a f ull Inf or mati on Pack to y ou; we'll also inc lude a
bag of Or egon premium chocolate- c over ed Hazelnuts as our
thanks to y ou f or getti ng i n touc h wi th us.
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38YEAR2000PROBLEM: ISYOUR
COMPANYEXPOSED?

0

BY VITO C. PERAINO, ESQ.
Predicted costs of fixing the Year 2000 date
problem exceed $300 billion, but potential
liability costs for not fixing the bugcould far
surpass this number. Potential liabilities range
from auditors' qualified opinions to director
and officer liability to mass tort actions.

42PRINCIPLESBUILDPROFITS
Are"ethical"companiesmoresuccessful?

42

20MANAGINGANDCONTROLLING
SPECIALIZEDASSETS
BY LINDA V. RUCHALA
Transaction cost economics refers to the
degree to which an asset can be redeployed
to other purposes without a significant
reduction in value. One of the most important
factors in TCE is asset specificity, which
involves considering an asset's fungiblity
rather than its tangibility.
Certificate of 514erit

Cover:TheYear2000time
bombisanexplosive,potentiallydestructive, issueas
discussedintwoarticles
beginningon page28.
CoverbyBobGrant,NYC.

28DOESYOURACCOUNTINGSOFTWARE
THEYEAR2000COMPLIANCE
0 PASS
TEST.

BY CURTIS C.VERSCHOOR
Is there a positive correlation between
companies with strong ethics codes and
companies with solid financial performance?
A survey of the largest 500 publicly held U.S.
corporations does find such a link.

48THECHANGINGWORLDOF
MANAGEMENTACCOUNTINGAND
FINANCIALMANAGEMENT
BY MIKE ANASTAS
There will be fewer management accountants,
but they will serve in higher positions in their
companies and be less involved in traditional
accounting operations. Instead, according to
IMA's Project Millennium, a market research
project focusing on the profession beyond the
Year 2000, they will be called upon for creative
ideas, strategic direction, and team leadership.

BY WILLIAM H. MILLS
There are at least nine places where Year 2000
problems can lurk in your computer system.
To find out just how exposed you are here is a
step -by -step methodology for testing your
accounting software.

Authorization to photocopy items for internal or personal use, or the internal or personal use of specific clients, is granted by the
IMA to libraries and other users registered with the Copyright Clearance Center (CCC) Transactional Reporting Service, provided that the base fee of $3.00 per copy. plus 30c per page, is paid directly to CCC, 222 Rosewood Drive, Danvers, MA 01923.
ISSN 0025 -1690, $3.00 + 30c.
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You'll need flexibility to cross
that bridge to the 21st century.
There's a lot of talk about that bridge — and it works just file as a metaphoric roadway
to the future. But those of us who deal with massive volumes of financial information
know that the real journey will take us far from the straight and narrow. • Technological
crossovers — paradigm shifts — always twist and turn the status quo. Interoffice becomes
international; there's no mother tongue or common currency; no time of day except
real time. • The evolving software industry holds your business in a state of suspension,
uncertain of when or where or whether the next paradigm shock will throw you off course
Unless you're very flexible, and well connected. • We are. From the beginning, Flexi financ
software was built on an open, object - oriented architecture, enabling you to swiftly adapt
to unforeseen changes. It's a strategy that's paved the way toward our total alignment
today with Microsoft's worldwide vision and technology. Microsoft will call the major
turns down the road — and were ready to embrace them. • We're not talking here about

get connected. Get FlexiFinancials to help you cross that bridge safely.

n

metaphors, but real sottware components that interact, and adapt to new terrain. a Best you

YE AR 2 0 0 0

K N E I R K E E M

800- 353 -9492
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E -mail: Editorial, mgmtacct @imanet.org; Advertising, ipceima @class.org.
52LONGVIEWSOLUTIONS:BRIDGING
TECHNOLOGYANDFINANCIAL
MANAGEMENT
BY KATHY WILLIAMS AND JAMES HART
As management accountants become more
involved in performing complex financial
analysis and data modeling, they need
software that can enhance their performance.
That's where integrated financial management
comes in, says Len Adams, founder and
chairman of Longview Solutions software

51CASESTUDY:
GREATREPORTING,ASTARLINEUP,
ANDCOMPETITIVEPROWESS:
ABCANDBESTSOFTWARETEAMUP
With Best's fixed assets software, this news,
sports, and entertainment conglomerate has
reduced its tax liabilities, insurance premiums,
and equipment purchasing costs.

S9FIXEDASSETSSOFTWAREPROVIDERS

company.
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Bu d ge t i ng w it h Sp e e d a n d C o nf i d en c e
When it comes to budgeting, the bottom line is you
need something that works fast and works well. You
need the ability to resource a plan properly and get
results immediately. You need to monitor, track and
analyze your plan on key performance indicators and
critical success factors. And, you need to make strategic
mid- course adjustments to maximize
opportunities and minimize losses. Basically,
you need Commander BudgetPLUS ".
Comshare has built 30 years of
experience into Commander BudgetPLUS

to dramatically reduce the time and effort of budgeting and
to give executive management an easy way to see the big
picture. Through hands -on analysis of plans and forecasts,
managers can uicrease the value of the planning process.
Don't be a slave to the mechanics of budgeting.
Budget with speed and confidence
while you turn your corporate vision
into reality! Contact us today to learn
more about Commander BudgetPLUS"
and our schedule of free budgeting
seminars.
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IMAANDTECHNOLOGY
Last year in this column I discussed the establishment of the IMA Information
Technology Committee which was our response to the impact that the wave of
technology change is having on the business world in general and our profession in
particular. I am happy to report to you that we have
made great strides in carrying out this Committee's mission statement to optimize the use of technology in communicating with, and marketing IMA services and products to, IMA members and others. We have:
■ Registered IMA's Internet domain name (imanet.org)
with the appropriate Internet organization.
■ Created and registered a new domain name
(imastudents.org) to support our strategic plan to increase student membership in IMA and expand interest
in management accounting and financial management.
■ Trained the IMA staff in the use of e-mail.
IN Added a number of new resources to the IMA home page including a map
of chapter and council locations and contacts, the Corporate America study,
CFM information, governance survey, new student program, and
Perspectives column each month.
■ Established a chatroom structure for interaction by
members of the Member Interest Groups and listsery
capabilities for both the MIGs and Information
Technology Committees.
Y
■ Added Tech Forum, a monthly collection of items
on the latest hardware and software innovations,
to the Internet Web site.
The most recent additions to the Web site include:
• The transfer of the popular job listings from the IMA Bulletin Board
to the Web site.
• The facts kits and applications for IMVICMA membership so that potential
members can sign up on our Web site in a secure environment.
• An online registration process for educational programs including the Annual
Conference in St. Louis, national programs and conferences, and regional
education programs.
■ The addition of sound to the home page.
Technology is moving so fast that most of us have a difficult time keeping current.
The IMA staff is now updating our Web site data on a daily basis. The Institute,
through its establishment and maintenance of these two Web sites and publication
of the latest innovations in hardware and software, aims to keep members "up to
speed" and help position management accountants and financial management as
change agents in applying technology to business processes. We welcome your
input and comments as we move toward the Millennium.
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OUTOFTOUCHWITH
REALITY?
The article by Aldridge and Colbert
("We Need Better Financial Reporting,"
July 1997) was an excellent recap of
the Jenkins Committee Report. While
improved financial reporting is a worthy goal, there are balances to be
achieved. The Jenkins Report and the
new SFAS 131 fail to recognize adequately the gap in the theoretical versus the practical, particularly in the
recommendations on segment reporting. Requiring companies to report segments externally on the same basis as
internal management reporting can
lead to significant penalties to companies. For example, a large company
may manage with four external segments, each of which has further internal segmentation. If one of those four
segments is spun off, the new company
presumably would have to disclose externally multiple segments and segment information that were previously
unavailable to competitors of that business. This clearly places the new smaller company at a disadvantage at a time
when it is most vulnerable (i.e., usually
highly leveraged). As this example
shows, even if two companies are subject to U.S. GAAP, the information disclosed is not equal. The new rules provide an unfair advantage to larger companies and foreign competitors who are
not bound by U.S. reporting requirements. Such accounting rules do not
level the playing field nor provide for
economic neutrality; instead, they
lessen competition and cause associated
secondary effects.— Richard J. Schuler,
CPA, CMA, CIA, CFE, Saint Peters, Mo.

ACOMMUNICATIONSGAP?
After attending a number of "the IMA
meets professors" at various venues, I
sense a huge communications gap between the IMA and professors, and,
hence, between the IMA and students.
8
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One reason is the fact that many
schools first present "managerial accounting" as a preparatory course for
"cost accounting." When the IMA engages in the long ago battle of "cost"
versus "management accounting," professors and students are confused. If
"management accounting" is the term
stressed, why is cost accounting taught
to juniors?
A second reason is when the IMA
stresses "financial management," it
leaves "accounting" out of the title. I believe the IMA misreads students' loyalty
to "accounting" and leaves them with
the impression that it is unimportant. A
third reason is the DMA representatives'
lack of knowledge of the completely
changed nature of "cost accounting"
courses now versus when they took the
course. A fourth reason is the IMNs penchant for talking about students rather
than with them. A fifth reason is the
IMA's expecting 20- year -olds to have 20
years of top management experiences.
Let me be so bold as to suggest a
partial solution, although the English
language is not as good for this purpose
as Dutch or German. I suggest that the
IMA adopt this title for what it is looking: Strategic Cost Financial Management Accounting. We don't run these
into one word as the Dutch and German language would, but it tells the
students that what they are doing in
college has great worth and applicability. Currently our students are not getting this impression, and this is not
good.— Richard Vangermeersch, CPA, CMA
Professor, University of Rhode Island

BECOMECHAMPIONS
F
ORCHANGE
I was very impressed by Walker's and
Denna's innovative ideas within the article, "A New Accounting System Is
Emerging" (July 1997), since they parallel the philosophies of the software
company where I work. However, I
have found the obstacles to considering

or implementing event - driven systems
to boil down to two reasons: cost and
fear of change, and many times fear
drives the cost justification. The costs
are always (not sometimes as the article states) very high. In order to capture information at any time from any
place within the company, the software
and most hardware must be standardized. Since all software currently in use
is not integrated, a high -end programming language must be picked and
used to write all the required applications. This means scrapping other proprietary packages that have been used
for many years because they cannot be
integrated.
Designing new software requires a
commitment of time and energy, which
many say they don't have. Designing
software means the hiring of a custom
software house. Many companies are
still licking their wounds from the last
purchase of customized software. Companies have since decided that utilizing
canned software will provide continuous upgrades (presumption of safety
from obsolescence) and will spread out
any risk of programming bugs.
I urge all accountants to become the
champions for changing the business
information systems within their organizations, so they can guide the methods of change. —Mark G. Stobbelaar, Business Administrator, Plexus Systems,
msto @plex - sys.com

PROCUREMENTCARDS
[Re: "Cut and Deal New Savings with
Procurement Cards," April 19971, [T]he
credit card companies, particularly
those pushing procurement cards, will
do or say most anything to sell their
product. Typically, they try to associate
nearly every cost in the company with
the purchasing function so that when
they divide those costs by the number
of purchase orders possible, an inflated
cost per transaction is the result. Such
appears to be the case with the statistics cited with Westinghouse. Perhaps
the authors need to audit the costs and
savings claimed. If the dramatic reduction quote is true, I would expect that
some of the claimed $180 savings [per
transaction] is attributable to the purchasing management who were terminated for having let such an inefficient
situation occur in the first place. —Jim
Kresge, Jacksonville, Fla.
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If ,you're still using spreadsheets for budgets you're working too hard!
It's time to start using Planet Corporation's enterprise builder software— Business Maestro.
• Business Maestro orchestrates all the business services you need for budgeting, planning, modeling and
forecasting — eliminating tedious, time - consuming spreadsheet design and costly custom development.
Business Maestro is information - driven. It "fits "your data — instead of forcing you to conform to the
needs of a spreadsheet program.
• Business Maestro can import data from your existing accounting system. Create a dynamic bridge from
your vital financial information to your plans and budgets.
"In addition to your foresight in thedesignof this software, you have created a packagewhich
renders itself to the (till spectrum of business sizes... for todav and the future."
Gerald�W.�Poppe,�CFO—�Waterman Broadcasting
(A Site Licensee), NBC & ABC Affiliates
n

SPECIAL
OFFER :
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Asa free bonus we will send you our &hour self-study course,

4 4� e

S 6 ,

Strategic Planning and Budgeting with Business Maestro, (a $250 valueD.

BUSINESS MAESTROT" You'll be amazed at how much more quickly, easily and effectively
30 -DAY MONEY BACK GUARANTEE

SPECIAL

OPPORTUNITY ONLY

$9

95

you can plan, consolidate and manage your budgets. So go ahead —
you'll
have or
30we
days
convincerefund
yourself
its the best investment you've
ever made,
willtocheerfully
yourmoney.

Excel
or 1 -2.3

Business
Maestro

Call 800- 366 -5 I I I

BudgetProcessSupport

No

Yes

All major credit cards are accepted,

BusinessModeling

No

Yes

Automated "What If' Scenarios

No

Yes

www.planet- corp.com /ima

AutomatedBudgetReforecasting

No

Yes

Built -In Narrative Plan Writer

No

Yes

Asset Mgmt. &Depreciation

No

Yes

G.A.A.P Compliant Reports & Charts

No

Yes

System availability: All versions of Windows, including Windows NT.

Multiple Plan Consolidation

No

*Yes

Circle No. 8

COMPARE
FORYOURSELF

Visit our website to download our demo or review
our white paper, Building a BetterBusiness Architecture,
and additional product information.

'Business Maestro Enterprise Edition only.
1997Planet Corporation and Business Maestro are trademarks of Planer Corporation.
E -ritud. pkineWuneFCOry. com. All rights resenme?worldwide. CDD
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Stephen Barlas, Editor

CONGRESSANDFASB
The spectacle of Federal Reserve
Chairman Alan Greenspan taking issue with Securities & Exchange Commission Chairman Arthur Levitt, Jr.,
over the upcoming Financial Accounting Standards Board rule on accounting for derivatives probably will have
long -term implications that go way beyond this specific issue. Look for Sen.
Phil Gramm (R.- Tex.), chairman of the
Senate Banking Subcommittee on Securities, to introduce legislation that
would force the SEC to impose some
sort of new "accountability" standards
on FASB. The SEC already has de facto authority over FASB. But up until
now, the SEC almost always has let
FASB rules stand. Of the 131 standards the FASB has issued since 1973,
the SEC only has overruled one. The
FASB is a private organization. But
Gramm believes that the FASB has
been acting like a quasi - regulatory
agency, particularly with regard to the
derivatives accounting standard. He

CMA
REVIEW
Self -Study Course
Books, Audio Tapes, and
Interactive Software
20+ Years of Successful Candidates

Malibu Publishing Co.
1- 800 - 847 -7723
Fax 1- 541 -899-9972

Circle No. 40
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thinks there might be a way to force
FASB indirectly to follow the Administrative Procedures Act (APA), which
governs how federal agencies must
handle any new rules they propose,
maybe through requirements on the
SEC. Gramm thinks the SEC did an
inadequate job of analyzing the costs
and benefits of that rule. Now he is
even more concerned because the
FASB rule conceivably will have a bigger impact on companies, and FASB
does not have to do any kind of formal
analysis at all. The ranking Democrat
on Gramm's subcommittee, Sen. Chris
Dodd (D.- Conn.), also has signed the
April 1997 report from the subcommittee criticizing the SEC on its derivatives reporting rule. Sources on the
subcommittee say Dodd is expected to
join Gramm in any bipartisan effort to
bring the FASB to heel.

IRSGUIDANCEON
ACCOUNTN
I GCHANGESTO
SECTION263ACOSTS
The Internal Revenue Service has been
dribbling out guidance since 1987 on
how taxpayers should change their
method of accounting to comply with
the capitalization rules of section 263A.
What has not been clear, though, is a
description of how inventory and other
property on hand at the beginning of
the year of change should be valued.
Now the IRS has addressed that issue.
There is not a lot of difference between
these new rules and the temporary
rules issued back in 1987. There are
some important clarifications. A change
from one permissible capitalization
method to another acceptable method
is within the scope of these regulations.

Under the temporary regulations, taxpayers using the dollar -value LIFO inventory method were permitted to use
a three -year average method for
revaluing their beginning inventory in
the year they changed their method of
accounting to comply with 263A. During a comment period, a number of interested parties suggested that taxpayers other than those on the dollar -value
LIFO inventory method —the specific
goods LIFO inventory method was one
possibility mentioned —also should be
permitted to use this three -year average method for revaluing beginning inventory. But the IRS declined to make
other options available.

SECDEPUTYCHIEF
ACCOUNTANTNAMED
SEC Chief Accountant Mike Sutton
appointed Jane B. Adams deputy chief
accountant at the
SEC. Formerly
director of accounting standards at the
American Institute of CPAs, she
replaces Steve
Swad, who leaves
for Peat Marwick. Adams job Jane B. Adams
is to negotiate resolution of accounting and auditing practice issues, rule- making projects, and
private sector standard- setting efforts.
While at the AICPA she served as the
technical advisor to the U.S. Delegation to the International Accounting
Standards Committee. Prior to coming
to the AICPA, she was at FASB working on the project on derivatives instruments and hedging transactions.
Also new at the chief accountant's office is Walter Teets, who becomes an
academic accounting fellow. He replaces Robert Lipe, who was named
KPMG Peat Marwick Centennial Professor of Accounting at the University
of Oklahoma. Teets was on the accounting faculty of the Gonzaga University (Spokane, Wash.) School of
Business Administration. ■
Stephen Barlas is a journalist with more
than 16 years of experience reporting from
Washington, D.C.
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Fm an accounting manager in a midsize, fast-growing service firm. It used to be that
when I extended an offer to a candidate usually I could expect an acceptance. Lately,
the competition has really heated up for these candidates, and Pve lost a few very
good people at the eleventh hour, which is, among other things, very time- consuming.
Can you offer some advice on how I can better "clinch" the deal?

Max Messmer, Editor

How to clinch an employee hire.
While this may not entirely ease your
concern, what you're experiencing is a
hiring phenomenon of the late 1990s—
an outgrowth of a robust economy and
record unemployment. In this healthy
job market, it is not enough to be able
to find good people. Everything from
competitive compensation to corporate
culture must be thought out. And even
once that's accomplished, today's job
candidates must be sold on why the
position is worth taking.
Today, candidates hold more of the
proverbial cards, and their criteria for
what makes a position worth taking
are more complex than ever. Areas that
perhaps were not as much of a priority,
say 10 years ago, are now critical. For
example, does your company provide a
"continuous learning" opportunity? Is
the environment democratic or dictatorial? These are very real concerns for
job seekers today.
Job candidates now have a wide
array of employment options. While
accounting is less vulnerable to candidate bidding wars than some other
professions, you still have to be aware
of the current hiring climate and similar job opportunities available in your
area. And the competition is not just
from firms like yours, which are offering traditional full -time positions.
Some job seekers today also are considering such alternative work options as
consulting because of the variety and
flexibility they afford.
Keep in mind that situations arise in
which job candidates see a better fit
somewhere else for reasons they either
may not share or may not even be able
to articulate. While it's disconcerting,
12
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sometimes a philosophical approach is
appropriate —if the applicant had serious reservations, it may be better that
the relationship never materialized.
Reflect upon how you're presenting
the job opportunity and your company
to the candidate. Competitive compensation is certainly important to job seekers, but as quality -of -life issues become
a key concern, candidates will be evaluating your corporate environment and
how they think they might fit in.
In addition, analyze at what point
you're losing the candidate. Once you
make an educated guess as to which
stage of the process this is happening,
you can better ask yourself some key
questions. Put yourself in the job seekers' place and see, from their perspective, what might have gone awry. Some
questions and issues to consider:
1. Are you selling the position appropriately? Persuasive communication
can be contrary to an accountant's
professional training, which emphasizes precision and straightforward
facts. While one must not "oversell"
or misrepresent a position, the benefits and opportunities of the position should be highlighted —maybe
more so now than in recent years.
One approach is to have top candidates meet with prospective peers.
These individuals can offer an insider's perspective on the growth
opportunities and positive work
environment at your company.
2. when you interview a top contender,
are you being decisive enough?
Every hire must be thought out
carefully by an employer, but in

today's environment if caution is
carried to the extreme it is easy to
lose the candidate's interest and
attention. Also, hiring decisions
made by too many people (i.e., a
committee approach) not only can
extend the process but can result in
a "safe," albeit mediocre, employee.
3. Are you asking candidates about
their level ofjob search activity? You
should at least get a sense of how
actively they have been looking.
Most will tell you if they're seriously considering other opportunities.
4. Might the compensation package be
turning them away? It's usually better to pay more than your competitors. You can investigate appropriate salary ranges through a number
of sources including classified listings, professional and trade associations, human resources consultants,
and specialized recruiters. Are you
including incentive -based pay in the
mix such as bonuses?
5. What is the corporate culture like at
your company? Beyond monetary
rewards, what is your company
doing to create an appealing work
environment? Have you implemented more casual dress, skills training, or family - friendly programs? Do
you encourage mentoring of junior
employees even on an informal
basis?
6. Is your reference - checking process
taking far too long? Are you pursuing references promptly and aggressively? Are you delegating the
process to others? A long referencechecking process can inadvertently
send a message to an otherwise
enthusiastic candidate. If you're
having trouble getting reference
responses, let the candidates
know, and solicit their help.
The bar has been raised for the level
of expertise and ingenuity required of
today's hiring managers. Take the time
to analyze each step of your hiring
process and look into ways to improve
upon each practice. ■
Max Messmer is chairman and CEO of
Robert Half International, Inc., parent company
of Robert Halm and Accountemps®. RHI is the
world's first and largest specialized staffing
services firm placing accounting, finance, and
bookkeeping professionals on a full -time and
temporary basis. Mr. Messmees most recent
books are 50 Waysto Get Hired (William Morrow) and Job Hunting for Dummies' ([DG
Books).
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Anthony P. Curatola, Editor

THEROTHIRA-PARTI
The enactment of the Taxpayers Relief
Act of 1997 (TRA'97) has launched the
Individual Retirement Account (IRA)
into a new era. Beginning in 1998, a
taxpayer may have as many as three
different types of IRAs: Regular IRA,
Roth IRA, and Educational IRA.
To begin, the Roth IRA is intended to
encourage savings among wage earners for a variety of reasons such as retirement, periods of unemployment,
and acquisition of a first -time home.
The true attraction of this new IRA is
the ability to make qualified nontaxable distributions. In thi s month's column, the contribution and rollover
rules for the Roth IRA are described.
In general, a person can contribute
to a Roth IRA (or establish a Roth IRA)
with an amount that does not exceed
the lesser of compensation or $2,000
($4,000 in the case of a spousal account). The contribution limit is reduced by any contribution (regardless
of its deductibility) to a Regular IRA.
Hence, a person can only contribute
$2,000 per year to all IRAs.
The Roth IRA follows many of the
Regular IRA rules. For example, the
contribution must be made by the taxpayer's filing date (not including extensions), and it can be owned by only one
person.
The Roth IRA does differ from the
Regular IRA in several ways. First,
contributions always are nondeductible, do not depend on whether the
taxpayer or spouse is an active participant in a company- sponsored qualified
retirement plan (QRP), and may be
made after the taxpayer attains age
701h. Also, the contribution amount is
reduced to zero if the couple files married- separate and is phased out if the
14
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taxpayer has "excess" Modified Adjusted Gross Income (AGI) for the year.
Second, the phase -out range for excess Modified AGI is between $150,000
and $160,000 for a taxpayer filing a
joint tax return and between $95,000
and $110,000 for all other qualified
taxpayers (Section 408A(c)(3)). Be
aware that Modified AGI is a common
term in the tax area, but it does have
different meanings. For example, Modified AGI is defined the same for both
the Regular IRA and Roth IRA but differently for the Educational IRA
(which will be discussed in a later
column).
Within the phase -out range, the
maximum nondeductible contribution
amount to a Roth IRA for those couples
filing married joint is: 0.20 x (Upper
Modified AGI limit - Modified AGI
Amount). The above formula should
look familiar because it is the same
one that is used to determine the maximum deductible contribution limit for
a Regular IRA. The difference is the
Roth IRA calculation determines the
maximum contribution while the Regular IRA calculation determines the
maximum deductible portion of a
$2,000 contribution.
The maximum nondeductible contribution amount to a Roth IRA for all
other qualified persons is: 0.133 x (Upper Modified AGI limit - Modified AGI
Amount), which is the maximum contribution amount ($2,000) divided by
the phase -out range ($15,000).
Third, the existing rollover rules apply to transfers between Roth IRAs.
But TRA'97 provides a special provision to transfer the holdings from a
Regular IRA to a Roth IRA. In this
case, the transfer is referred to as a

conversion rollover. A person is permitted to make a conversion rollover only
in those years where the AGI for the
taxpayer or couple does not exceed
$100,000 or the owner does not file as
married - separate for the year.
A conversion rollover is a taxable
transaction that is penalty free. That
is, the amount transferred to the Roth
IRA that would have been includible in
gross income if it were withdrawn from
the non -Roth IRA is included in gross
income. But the included amount is
not subject to the 10% early distribution excise tax of section 72(t).
There is more good news for some
taxpayers concerning the Roth IRAs. If
the conversion is completed during
1998, then the taxable amount is included ratably over four years beginning with 1998. This opportunity is
clearly available for those taxpayers
who are well below the $100,000 AGI
limitation. Unfortunately, the rollover
provision, as currently written, needs
to be completed by December 31, 1998,
which is before a person knows the
AGI figure. Hence, taxpayers who are
close to $100,000 of AGI may be precluded from electing to convert.
In addition, the cliff rule of $100,000
pertains to all taxpayers regardless of
filing status. As a result, two -wage
earners will be less likely than other
taxpayers to qualify under this special
conversion provision.
There is no single answer to whether
a person should elect to convert from a
Regular IRA to a Roth IRA. There is
much speculation at this point. One
thing is for certain: There are many
factors to consider in this decision such
as age, health, future plans, and even
the personal bias of the taxpayer.
So far, the discussion on the newly
introduced Roth IRA has been limited
to the contribution and rollover rules.
The special distribution rules for the
Roth IRA will be presented in next
month's issue. ■
Anthony P. Curatola is the Joseph F. Ford
Professor of Accounting at Drexel University.
The material for this article came from the
MicroMash CPE course, "1997 -98 Tax Update
on Retirement Income," by Dr. Curatola.
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view business process outsourcing as a
strategic tool that can help them to
run their business more competitively,
efficiently, and cost effectively," Richard
D. Dole, national partner-in- charge of
KPMG Business Solutions, said.
Outsourced legal services received
the highest satisfaction marks from
study participants (70% followed by
tax (62%
n), hum an resources (43% and
finance /accounting (39 %). Only one in

ews
Kathy Williams, Editor

AICPALAUNCHESELECTRONIC
COMMERCESEAL
The American Institute of CPAs
(AICPA) and the Canadian Institute of
Chartered Accountants (CICA) have
launched CPA Web Trust, a seal of assurance for electronic commerce. It is
designed to assess commerce Web sites
to assure they meet AICPA- and CICAdefined criteria for standard business
practices and controls over transaction
integrity and information protection.
Developed in line with the principles
set forth by the White House in its report "A Framework for Global Electronic Commerce," CPA Web Trust tells
potential online customers that a CPA
or CA has evaluated a Web site's business practices and controls and that
the site meets all criteria set forth by
the two groups. It is designed to build
trust between consumers and businesses participating in electronic commerce
because a large majority of online
users say they won 't provide information about their income or give out
their credit card number when shopping online.
The CPA Web Trust criteria address
three broad areas:
• Business practice disclosures. The
Web site operator discloses its business practices for electronic commerce transactions and executes
transactions in accordance with its
disclosed business practices.
• Transaction integrity. The Web site
operator maintains effective controls to ensure that customers' orders placed using electronic commerce are completed and billed as
agreed.
16
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■ Information protection. The Web
site operator maintains effective
controls to ensure that private customer information is protected from
uses not related to its business.
Specially trained CPAs will examine
a company's Web site to evaluate
whether it meets the prescribed business practices and control criteria.
When the process is complete, a report
indicating the site's compliance is issued, and the site is granted the CPA
Web'I ust seal. This process must be
completed every quarter. ■

ISOUTSOURCINGVALUABLE?
There's a gap in client satisfaction between business process and information technology outsourcing, a study by
KPMG Peat Marwick LLP found recently. The outsourcing of business
processes, including legal, tax, human
resources, and accounting functions,
received high satisfaction marks from
executives surveyed, while information
technology outsourcing did not.
"It's clear that corporate executives

The computer -based solution to the
C FM Exa m, from the le a de r in
re vie ws for t he C MA Exa m.
Me* CFM Review avahMe, too.
Call today:

1.800- 272 -PASS, Ed. 2229

,C MicroMash,
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three executives said information technology outsourcing met or exceeded expectations. The group said the greatest
benefits were access to specialized expertise, technology improvements, lower costs, legal/ regulatory compliance,
better access to information, and the
ability to focus on core competencies.
In other findings, 88% viewed outsourcing of noncore functions as a key
strategic tool that provides them with
competitive advantage, and 87% are
turning over essential but noncore
business processes to third -party
providers. Also, by the year 2000, the
worldwide market for outsourcing will
approach $282 billion with an annual
growth rate of 20 %. ■

AAAHASNEWWEBADDRESS
The American Accounting Association
(AAA) has a new, shorter Web address.
It is http: / /AAA - edu.org. When you access AAA's main Web page, you'll find
a single access point to information
about Section, Region, and Association wide activities, publications, and
program s. ■

ECONOMICOPTIMISMIS
ATANALL-TIMENIGH
Chief executive officers of the nation's
fastest - growing companies expect the
economy to grow over the next 12
months even though some of them are
predicting only moderate growh for
their companies, especially as the
skilled labor pool keeps shrinking, particularly in the technology areas.
According to Coopers & Lybrand
L.L.P.'s latest Trendsetter Barometer
survey, 82% of the CEOs are bullish
about the economy, up from 75% at
the close of fourth quarter last year.
They say these traditional barriers to
future growth are dim inishing: concern about weak dem and over the
next year, fears of increased taxation,
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and worries about legislative or regulatory pressures.
The number -one problem, however,
is a shortage of capable workers, according to 65% of the respondents. So
many are turning to contract or part time workers for their composite workforce. New hires mainly will be professionals and technicians, sales and marketing staff, and administrative
personnel. Production workers and
skilled workers will be hired to a lesser
degree.
18
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Coopers & Lybrand's Trendsetter
Barometer is developed and compiled
with assistance from the opinion and
economic research firm of Business
Science International. ■

SURVIVINGMERGERMANIA
Is your company merging with another? Do you know how to deal with the

new management team? John A. Challenger, executive vice president of the
international outplacement firm Chal-

lenger, Gray & Christmas, Inc., offers
the following advice on honing your
survival skills.
Don't assume the acquiring company
wants to integrate any other methods
with its own, so don't offer helpful advice. The words, "But we've always
done it this way," could signal the end
of your career.
Don't expect your current boss to tell
the new owners what you've done. Prepare a summary of what you have accomplished for the company, meet with
your boss to discuss it, and ask him or
her for advice.
If you aren't fond of your boss, don't
think the new company will present
you an opportunity to replace him or
her by playing up to management. Instead, make every effort to make
him/her look great, and be there to
help, even if you feel like balking.
Realize that you probably will have
to change the way you work. Become a
leader —or a better one if you already
have taken that road. Attend all meetings and other functions as appropriate, seek out opportunities to help new
management with projects, and exhibit
concern for others. Be visible in a positive way.
Project the strongest team spirit pos-

sible and the attitude, "Whatever you
want, I'm here to do it." The new company doesn't know you, so you have to
prove to management how capable and
cooperative you are.
If you follow these hints, Challenger
says, you have a chance at survival. ■

ERWIN "SPEED" KOVAL DIES
Erwin S. "Speed" Koval, 75, a member
of IMA's staff for 27 years, died recently. Director of publications until
his retirement Sept. 1, 1989, Speed
will be remembered with fondness
among members and colleagues for his
sense of humor and legendary proofreading skills. He joined the IMA staff
July 9, 1962, and was a familiar figure at Annual Conferences, heading
up the Conference Daily News team.
Upon his retirement, he was named
an honorary member of the Stuart
Cameron McLeod Society. Before directing the publications department,
Speed served as managing editor and
editor -in -chief of MANAG EMENT ACCOUNT ING magazine . ■
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BY LINDA V. RUCHALA
he boundaries between business
organizations have become blurred
through a variety of outsourcing,
contracting, and strategic alliance
agreements. These changes have been
sparked by a number of factors, including technological advances and a trend
toward a strong customer and value added orientation. Among the factors
moving organizations toward these
new structures is an increased investment in transaction- specific assets.
The concept of transaction - specific
assets, also called asset specificity,
comes from an emerging economic theory— transaction cost economics (TCE).
TCE helps explain the organization of
economic activity. Essentially, it refers
to the degree to which an asset can be
redeployed to other purposes without a
significant reduction in value and suggests ways to structure economic
exchanges so as to minimize the costs
of the transaction. At a time when
20
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businesses are making radical changes in the
organization of work, the notion of asset specificity may have some value for management
accountants by adding depth to control and
resource allocation decisions.

FUNDAMENTALSOFTRANSACTION
COSTECONOMICS

The
objective of
transaction
cost
economics
(TCE) is to
minimize
transaction
costs.

tin initial emphasis of TCE involved explaining why some transactions are carried out best
in open market exchanges and why others are
handled best within the organizational hierarchy of the firm. This theory is perhaps most
known for its contributions toward determining
whether a firm can operate most cost effectively
by contracting out or internally producing a given set of intermediate products or functions.
Currently, businesses are finding this question
extremely relevant. Heightened interest in business process reengineering, outsourcing, and
other radical reorganizations of business functions suggests that TCE may help justify the
reasons for new organizational forms as well
as the factors that should be considered when
making restructuring decisions.
TCE takes its name from its basic analytical
unit, the transaction. The underlying theme of
TCE is that the characteristics of economic
transactions define how businesses will organize the process of the exchange. The objective,
in the face of incomplete information and uncertainty, is for the relevant parties to minimize
transaction costs. Oliver Williamson, the intellectual founder of TCE, identified the three key
elements of economic transactions as:
• Asset specificity,
• Uncertainty,
• Frequency.
The main thesis of TCE is that, as the economic transaction involves greater asset specificity, increased uncertainty, and reduced frequency, market contracting becomes more costly
than internal governance. The combined force of
the three factors results in an increased need
for extensive contracts to cover all contingencies. Because such controls are impractical, as
well as costly, it becomes more efficient, then, to
organize such transactions internally.

MANAGEMENTACCOUNTING

Site specificity.Site specificity relates to assets
bound to a particular site. For example, a brick
plant may be located next to a clay deposit to
provide its primary raw material. Without this
site, a very inexpensive raw material would
become very expensive with transportation
costs. The plant site may not be suitable as a
site for other production facilities, however,
because of its relative isolation from other raw
materials or because of its lack of accessibility
to major transportation lines.
Physical asset specificity. Physical asset specificity relates to the development of highly specific equipment and systems tailored to a particular business need. For example, permanent
commercial bank branch offices often involve
significant physical asset specificity because
large investments in elaborate bank infrastructure —such as pneumatic tubing, bank security
apparatus, and safe deposit boxes —must be
built in. Furthermore, these investments are of
little value to nonbanking enterprises should
the site eventually prove unsuitable.2 Thus, the
addition of such features limits the ability of the
building to be used easily for functions other
than banking without significant loss from the
investment into the banking- specific building
assets.

Nanwn asset specificity. Workers who have

FORMSOFASSETSPECIFICITY

developed extensive job - specific knowledge and
expertise are examples of human asset specificity. As the emphasis on the role of knowledge in
providing a competitive advantage increases,
human asset specificity becomes an increasingly
important factor in many firms. Human asset
specificity involves not only the expertise developed by workers within the business, but also
the costs of firm- specific training and the development of a corporate culture that facilitates
interaction and enhances productivity.

O f the three aspects of transactions identified

Dedicated assets. Dedicated assets are those

as important to TCE, Williamson regards asset
specificity as the most important factor.' Asset
specificity refers to the degree to which an asset
can be redeployed to other purposes. This is a
slightly different view of an asset than we traditionally have used in financial and managerial
22

accounting. Asset specificity is conceptually different from the accountants' notion of short- and
long -term assets because it considers an asset's
fungibility rather than its tangibility. Transaction- specific assets generally have little value
outside the function for which they were
designed. Williamson identifies the following
four categories of asset specificity as site specificity, physical asset specificity, human asset
specificity, and dedicated assets.
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invested to meet the unique specifications or
volume of production for a particular buyer. For
example, expansions in capacity designed to
meet a production contract with one large customer may result in sizable overcapacity and
significant financial jeopardy if the customer
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does not renew the contract. A second form of
dedicated asset is a specific investment in hardware or software made between individual suppliers and customers in two separate organizations to link inventory control and purchasing
functions. Once made, this investment serves to
dramatically lower ongoing transactions and
ordering and stocking expenses.
Two other types of asset specificity are brand
name capital, which refers to image - enhancing
investments, and temporal specificity, which
calls for time - critical investments.3

ASSETSPECIFICITYINMANAGEMENT
ACCOUNTINGCONTEXTS

M

anagement accountants typically have
ignored asset specificity. Accountants are fond of
telling managers that after investments are
made in capital assets they become sunk costs
and are therefore irrelevant in determinations
about future courses of actions. Although such
sentiments are technically correct, because
future alternatives should be evaluated on the
basis of their future benefits, they are shortsighted. Transaction- specific assets may need
more up -front evaluation because there often is
less flexibility in their use once they are pur-

Bank deposit box illustrates physical asset specificity.

chased and, therefore, a greater likelihood that
unanticipated circumstances will make them
nonproducing sunk costs. If we acknowledge differences between nonspecific and specific assets
during the initial evaluation and decision phase,
we will be able to make more informed decisions
about their acquisition and management.

CAPITALINVESTMENTDECISIONS

In making capital investment decisions, traditionally we have used such criteria as the payback period, the net present value, and the
return on investment methods to evaluate
investment alternatives. While all of these indi24 MANAGEMENTACCOUNTN
I G OCTOBER 1997

cators consider the longevity and the magnitude
of the capital investment, they do not explicitly
consider the fungibility of the investment. This
approach is analogous to measuring the onaverage return or expected value rather than
the variance or risk on return.
Investments in highly specific assets have
both benefits and drawbacks. Specialized
investments allow a company to achieve a
strategic advantage by improving production
efficiency, production or service quality, or product differentiation —or a combination thereof.
Furthermore, these investments also signal to
customers a continued commitment to the market they serve, thereby increasing the firm's
reputation. In addition, highly specific assets
can set the stage for future investments and
strategic direction. For example, investments
made by General Motors in its Saturn Division
were designed, in part, to serve as a model for
future development in other divisions.
The downside to specialized investments,
however, is that highly specific tangible assets
entail greater risk than do general purpose
investments because alternative uses for the
investment are less feasible. Furthermore,
because capital represents a scarce resource,
investments made in nonperforming assets also
reduce the opportunity for investment in other,
potentially more productive arenas. Because of
these two factors, then, two particular considerations exist. First, Balakrishnan and Fox suggest that financing specialized assets may be
more difficult than financing general purpose
assets because the collateral value of specialized
assets is reduced.4Second, because, according to
Peter Drucker, three out of every five capital
investments fail to produce the promised
results, initial investment decisions about specialized assets should include an assessment of
their potential cost in case the investment turns
sour.6 This consideration is very important
because highly specific assets involve investments with little or no opportunity for recapture
after their initial deployments
Therefore, an important part of assessing the
initial capital investment is considering
whether the investment is likely to fulfill its
strategic purpose. Evaluating the degree of
asset specificity involved in the investment may
provide a mechanism for determining whether
asset - specific investments have more potential
to provide the strategic advantages sought by
the firm than do less asset - specific investment
alternatives. For example, massive investment
in GM's Saturn Division was intended to serve
as a model for other GM divisions, but whether
such investments can be duplicated within other divisions remains a question. Drucker has
noted, "No one at GM seems to have asked what
Saturn's success would commit the company to.
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determine when to employ vertical integration.
TCE suggests that when a company makes a
significant investment in specific assets in the
context of environmental uncertainty and infrequent contracting opportunities, the costs of
developing and enforcing market contracts
become high. Thus, in these circumstances, vertical integration may be less costly than open market supply arrangements. The downside of
vertical integration is that its administrative
costs can become excessive. Therefore, in recent
years companies have developed alternatives
that combine elements of both internal production and vertical integration. Such arrangements include partnering, strategic alliances,
and outsourcing.
It is not surprising, given the complexity of
operating arrangements in business these days,
as well as the array of possibilities, that managers have used TCE to help sort through the
myriad forms of inter - organizational contracting. Largely because of advanced information
technology and extended value -chain analysis
there has been an explosion of interest in
strategic alliances, outsourcing arrangements,
and a variety of supplier - customer agreements
that have blurred the lines between organizations. One frequently cited example of these
new marketing arrangements is the information- sharing and direct - restocking practices
instituted between Proctor & Gamble (P&G)
and Wal -Mart. Investments in specific forms of
information technology enable these two organizations to restructure their purchasing transactions in a manner that minimizes total transaction costs, including inventory costs.
TCE also helps clarify evolving supplier -producer relationships in other ways. For example,
just -in -time (JIT) manufacturing has forged
changes in the number of suppliers used, the
performance requirements of these suppliers,
and the nature of contracts between them and
JIT producers. Therefore, JIT may be regarded
as a manufacturing investment in temporal
specificity, which generally helps reduce inventory costs and increase quality levels. In addition,
by reducing the number of suppliers, JIT
reduces transaction costs. But other forms of
transaction costs may substitute. For instance,
when one of Ford Motor Company's suppliers
went on strike, production at several JIT assembly plants was affected.
This example demonstrates that, although
JIT lowers routine transaction costs, governance
OCTOBER 1997

structures to prevent disruptions in production
must be in place to offset the higher cost of
delivery failure that results when downtime
does occur at a supplier's plant. For instance,
contracts with remaining suppliers generally
should be negotiated for a longer term and
made more specific regarding quality and performance specifications. Thus, the transaction is
moved away from a pure market -based transaction characterized by many potential suppliers
and short -term contracts to become one that is
more bound by inter -party governance mechanisms. Understanding the implications of all
circumstances involved in JIT manufacturing,
as well as their impact on relationships with
suppliers, will take measures to improve efficiency and ultimately help both parties negotiate contracts that reduce total transaction costs.
Finally, TCE highlights long -run strategic
considerations that are important in deciding
whether to make or buy products and services.6
Outsourcing core competencies or strategic technologies may provide short -run financial benefits but result in long -term competitive losses.
James A. Welch and P. Ranganath Nayak argue
that technology is a competitive advantage that
must be considered in make -or -buy decisions.
They offer this observation on outsourcing key
processes to low -wage suppliers: "Ironically, the
processes that were once thought too difficult or
costly to automate have now been automated by
the very suppliers who were chosen favor of
automation."? Their recommendation is that
emerging or growth technologies representing a
source of competitive advantage should be maintained internally rather than outsourced. Use of
TCE supports this conclusion as emerging and
growth technologies are likely to require investment in highly specific assets. Internal development of such technology would provide more
control than open market transactions.
in

As a result, the company may end up killing its
hard -won success because of its inability to
finance it."

INVESTMENTSININTANGIBLE
ANDHUMANASSETS

M easures of a company's intellectual capital
may never make the financial statements of the
organization, but such measures are among the
most crucial new areas for benchmarking, evaluation, and control. The importance of managing specialized investments in human assets
and intellectual capital is now well recognized,
as evidenced by such terms as "knowledge workers" and "learning organizations." A number of
prominent companies have been attempting to
define, measure, and manage these very intangible but important business assets.s Intellectual capital includes several components: such
intangible assets as patents, inventions, and
research and development investments; organizational knowledge established through infor-
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mation systems, marketing research, and other
organizational learning processes; and individually developed human expertise and knowledge.
The organization actively can develop and manage the growth of each of these three forms of
intellectual capital. Purposeful management of
research and development and patenting programs can provide added value and returns on
investments. The development and growth of
intellectual capital is crucial to optimizing intellectual resources and promoting training, worker development, and use of information systems.
An even more challenging task is institutionalizing the intellectual growth and knowledge of
operations developed by employees. rlbday, many
companies are realizing that the key to success
in the near future will be finding a way to harness and integrate the knowledge of employees
to make adaptive changes within the organization. The very idea of making adaptations suggests that companies will be implementing
strategies for using human assets to generate
highly specific and productive improvements
in business processes and operations.
A recent article in Fortunemagazine
described the efforts of several high - profile consulting firms (such as Arthur Andersen, Booz
Allen & Hamilton, KPMG Peat Marwick, and,
Price Waterhouse) in developing very sophisticated knowledge banks.9 These information systems are designed to capture the institutional
knowledge of workers within the company so
that all workers can have access to this knowledge. Such specialized information systems
become vitally important to organizations whose
success is based on the expertise they can provide to other organizations.
One stumbling block to the success of these
systems, however, is in designing incentives to
get✓workers✓to✓contribute✓their✓knowledge✓—
especially when such specialized knowledge is
the "value added" that ensures continued
employment and advancement. Perhaps part of

the answer lies in convincing workers that
knowledge is not a static quantity, Contributions made at any given point to the common
knowledge bank of the firm eventually will need
to be revised and changed over time as conditions change. Another means of reassuring
workers is by developing work -team environments that facilitate the sharing of knowledge.
'beam environments allow other workers to
learn from each other, thereby increasing the
likelihood that specialized knowledge will
remain with the organization even when an
individual worker leaves.

MEASURINGASSETSPECIFICITY

M easuring asset specificity is not an easy
task because the concept is tied closely to the
notion of opportunity costs or the next best
alternative use of the asset. Viewed in this context, measuring asset specificity seems more
appropriate on a comparative, rather than
absolute, basis. Explicit consideration of asset
specificity, even at a more qualitative level,
could be useful in identifying some of the
unique concerns and opportunities discussed
here.
One temptation, given the accountant's view
of transaction - specific assets, is to view them
as sunk costs because little alternative use is
possible for these assets once they are in place.
Changes in management philosophy and in
information technology, however, suggest that
transaction- specific assets are increasingly
important in developing a unique market strategy and in achieving synergistic relationships
among the processes that exist within the organization and with other companies. Given this
new context, we accountants must consider carefully the benefits of investing in specific assets,
as✓well✓as✓explicit✓management✓of✓them.✓■

Measuring
asset
specificity
is not an
easy task
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concept is
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the wrong date on your document, it
might be nothing more than inconvenient. However, if your accounting software uses the wrong date for invoices,
payment notices, and depreciation
schedules, the consequences can be
staggering.
Many people are adopting a wait and -see attitude, but experts agree
that those who wait won't like what
they see. The problem is real, it is serious, and time is running out. The federal government has efforts under way
to solve the problem in its systems.
According to one department head,
"We started our conversion in 1987. I
think we started early enough, but I'm
still not sure." The estimated cost to
companies in the United States alone
will be at least $300 billion.
If you're like most corporations,
you're only just getting started with
your Year 2000 implementation. You
still have time to complete the task, but
don't delay. This is one project with a
deadline that absolutely can't be moved!

HIDINGPLACESFORYEAR
2000PROBLEMS

In order to locate problems in your computer system, you must first know where
to look. Here are nine places where your
Year 2000 problems can lurk.
Miel/makdrames.If you have an older
minicomputer or mainframe, there's a
good chance your system has a Year
2000 problem. These systems were
developed many years ago and were
designed with the space - saving, two -digit
date field. Because you might be facing a
p significant upgrade or replacement, you
should analyze your system right away.
o

BY WILLIAMH. MILLS
hat year follows 1999? Of course
you know, but there is a chance
that your computer doesn't.
Computers typically store year dates as
two -digit fields. The year 1998 is 98,
and the year 1999 is 99. That makes
the year 2000 a confusing 00, and most
28

MANAGEMENTACCOUNTING

OCTOBER 1997

computers think 00 means 1900.
All kinds of hardware and software
are affected by the Year 2000 problem,
but time - sensitive applications are
especially vulnerable. That's why
accounting and financial professionals
are so concerned about the issue. If
your word processing software stamps

Pt hardware. Many PC systems have
a BIOS (basic input/output system)
problem that causes the internal clock
to reset to 1980 when the 00 threshold
is reached. In some cases, hardware is
still shipping with this problem. If you
have stand -alone or networked PCs,
you should check every system for
BIOS errors.
COBOL, FORTRAN, RPG3, or similar software.These older languages were not
designed for Year 2000 certification

They need
to be nominated.
For the second consecutive year, accountants on call °and The Institute of Management Accountants
will honor the outstanding performance and accomplishments of financial executives.
The 1998 Financial Executive of the Year Award will be presented to one financial executive in
each of the IMA's participating regions throughout the United States. Nomination packages are available
upon request and include detailed information about the award, how to participate, and an official
nomination form. Nominations must be postmarked on or before December 31,1997.

Call 1 800 327 -1117 ext.335 today for your nomination package.

�O

accountants
call'at nts

t

o

0

o

Financial E.vecutiile
OF THE YEAR
01997 accounlools on call

Circle No. 7

9�

� `� �•�!�919�•�� yi /

them understand how their efforts now
will save headaches later.

and can be difficult to update. You may
not be able to find programmers to
help at a reasonable cost because many
are now charging top dollar for Year
2000 updates.

System customers.Customers can be
found throughout the organization, in
every department and at any level.
These people rely on the reports and
summaries generated by the system.
They may not understand the fundamentals of accounting, but they know
what they want the system to deliver.
Including them in the process will help
identify issues and support the testing
and implementation effort.

Proprietary software. Perhaps you
have a product that was created years
ago exclusively for your company. A
Year 2000 upgrade probably is not
available, and it might be time to move
to packaged software.
No source code. Regardless of the language in which your system is written,
you will need access to the source code
(original programming files) in order to
make modifications. If your system has
been in place for some years, the
source code may be misplaced or
unavailable. That will make changing
your existing system difficult.
Date entry screens. Many input
screens do not have the space or capacity to add digits to clarify the year.
Also, you might not want to add digits
because it slows data entry considerably. The industry standard solution is
to interpret all two -digit dates higher
than 50 as 20th Century years and all
lower than 50 as 21st Century years. If
your system is more than a few years
old, it probably does not handle two digit input properly. (Note that payroll
systems must be updated to four -digit
entry because birth dates prior to 1950
are still quite common.)
Output reports.Sort order of reports that
include years after 1999 is likely to be
flawed because 00 is far earlier than 97 if
your computer has a Year 2000 problem.
As a result, you might miss key comparison data in a year -by -year listing.
Kaman errors. Many data entry personnel routinely have used the years
00 or 99 as dummy fields so that test
data or nonconforming data can be isolated from the rest of a report. As soon
as you create a report with an actual
00 or 99 date, your data integrity is
lost and might have to be recovered
manually (if it can be recovered at all).
Basiness forms.As the Millennium
approaches, all preprinted forms that
include the year dates 19 will have to
be replaced, overprinted, or crossed out
manually.
30
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APPROACHINGTHEYEAR2000
PROBLEMATYOURCOMPANY

Corporate management.These are the
people who must give final approval to
any funding for testing or new software. This group dislikes surprises, so
it's best to provide detailed, accurate
information about the Year 2000 problem as soon as possible.

A s the financial manager at your

TESTPROGRAMMETHODOLOGY

company, you have an obligation to
take the lead in resolving your Year
2000 issues. Although this is a "computer problem," which means that your
MIS department will be responsible for
updates and implementations, it is
your company's financial systems that
will be affected most directly by the
problem. To find the best solution at
the lowest price, you'll need to step up
to the lead role.
Although the finance department
will take the lead role, it's important to
communicate with key managers so
that you gain cooperation within your
organization. Moving up to a Year 2000
certified solution might require time
and effort from people not in your
department. Participation across functional groups will help you implement
the best possible solution.
MIS department.These are the people
who will manage the technical end of
your update, upgrade, or new installation. They can help manage the testing
process and identify technical issues
that may not be related to finance.
System users and managers.System
users are the ones who will have to
shoulder much of the extra effort needed for thorough testing and implementation. They also are the people who
will have to handle all of the exception
processing if your system is not certified by the Millennium. Be sure to help

F our steps outline a basic testing
program for your accounting software:
1. Develop test data,
2. Test 1999 going forward,
3. Test 2000 going backward,
4. Year 2000 operation.
Before you can test your system, you
will have to create a data set to use in
the testing. Use transactions that represent the range of data normally
used. Look ahead a few years, and
make some educated guesses as to the
kinds of transactions you'll be processing at that time.
For a starting point, set aside a test
area on your network to house duplicate data. This procedure creates the
least interruption to day - to-day business. Some software allows you to create a separate fictitious company,
which is a good way to segregate the
data. Document all procedures with a
schedule for completing each task.
Step 1: Certified test data
The test data shown here are for illustration purposes. The data you use for
testing should be different. The development of these test data should be
documented, and the user department
manager or accounting manager
should sign each test data entry form
certifying that the data represent the
range of values to be tested.

Get the top - quality CPE credit you need—
in your home or office,
on your schedule,
whenever and wherever you want.

All notes and working papers should
be retained for five years or more.
Auditors and managers might need
them in the future to verify the scope
of testing completed.
Step 2: Year 2000 dates entered
in 1999
Transactions entered on a test date in
this century include references to the
next century. Set all dates (server,
workstation, and accounting application dates) to your test date in 1999
(for example, 6/15/99).
Sample test data:
■ Enter sales order on 6/15/99 with
one line item required on 6/15/99
and another item required on
6/15/00.
■ Enter invoice on 6/15/99 with payment terms of 12 months. (Due date
6/14/00.)
■ Enter process manual and AP check
for 12/31/99.

required dates.
■ Report sort by requirement date
shows year 00 records ahead of 99.
■ AR aging report shows items
entered with due date of 6 /14100 as
current.
■ Manual and AP check entered for
12/31/99 should print for year 1999.

Step 3: 1999 dates entered in 2000
Tl ansactions entered on the test date
in this century include references to
the next century. Set all dates (server,
workstation, and accounting application dates) to your test date in 2000
(for example, 1/15100).
Sample test data:
■ Fields in accounting database
entered with year 99 represented in
date format for year 1999.
■ General ledger journal entry for
6/15/99 period entered on 1/15/00.
■ Vendor's invoice arrives late. Tl ansaction entered on 1/15/00 for
expense effective date of 6/15/99.

Sample results expected:
Sample results expected:
• Fields in accounting database
entered with year 00 represented in
date format for year 2000.
• Picking tickets print with correct

■ General ledger journal entries for
6/15/99 show in period for 1999
date.

■ AP vendor invoice (or voucher) posts
to period for 1999 date.
Step 4: Year 2000 date operation
sample tests
■ Set all system clocks to 2/29/00 to
verify that transactions can be
entered for the leap day.
■ Are two -digit years of 00 allowed
(for faster data entry)?
■ Are dates entered between 00 and
50 shown in accounting database as
year 20nn?
■ Are dates entered between 51 and
99 shown in accounting database as
year 19nn?
■ Birth dates for employees can be
entered as 19nn and 20nn.
■ All aging reports for AR, discounts,
and payables handle combinations
of 1999 and 2000 dates.
■ User privileges (access to accounting menus, screens) work for dates
in 2000.
Remember your test data will be
different from the data shown here.
Develop and certify your test data
based on your normal transaction
ranges. Be sure to document all errors.
(See Figure 1.)

Time
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Schedule testing
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Involve
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Define test data

Run1999
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Run2000
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Evaluate system performance

Choose
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strategy
This massing studydemonstrates the order inwhich Year 2000 testing tasks should be undertaken and completed. Many of the tasks overlap and must be coordinated. The
complexity and importance of each task is shown here proportionall" task shown in a large box is harder to complete and takes more effort than one in a small box.
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WHATIFYOUFIND
PROBLEMS?

Let's assume your systems check
reveals some problems with your current accounting software. Now you'll
need to review your options and choose
a direction for your company. You'll
want to base your decision on the costs
and benefits associated with either
upgrading your existing system or
replacing it with a new system. (See
Figure 2.)
Updating means adding Year 2000
capabilities to your current system
(usually through the help of a programmer /consultant). This option most
likely will be pursued by users with
older proprietary systems because
there's no other way to get to Year
2000 certification. Before you update
your system, however, compare the
true cost of implementing a new system. You may find that moving up to
current technology is a better strategy
than trying to bring your old system
forward.
Upgrading means staying with your
current software supplier. You move up
to a newer release of the same product.
Naturally, your supplier will need to
offer a Year 2000 certified upgrade to
make this option viable. People often
assume that upgrading is less costly
than system replacement, but that's
not always the case. You'll have to do
some pricing homework to find out.
Replacing your system means implementing entirely new software from a
new supplier. Maybe you already are
considering this move. The Year 2000
is a good reason to stop waiting and
start moving forward. Remember that
according to Financial Accounting
Standards Board rules, updating or fixing your current system must be
expensed, while new system implementation can be capitalized.
Update your system if:The software is
relatively new.You may have a proprietary system that's fairly new and that
has not been fully capitalized. The cost
of updating may be far less than the
cost of a new system.
The system is working efficiently.
Although it is unusual for older proprietary systems to function as efficiently
as new technology, some actually are
quite good. To evaluate and compare
your system's efficiency, take a look at
34 MANAGEMENTACCOUNTING OCTOBER 1997
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an up -to -date package currently on the
market.
The system creator is on staff. Perhaps your system was built in- house, is
running well, and the system builders
are still available. They might be able
to update the system cost effectively.
Insist on a project specification and
schedule. Be sure to weigh the cost of
projects that won't be completed while
the Year 2000 is added to your current
software.
Upgrade your system if:The upgrade
is Year 2000 certified. There's no point
in upgrading unless the new product is
tested for the Millennium. Don't accept
promises of future deliveries; you need
to make a move now. Ask questions
about your supplier's testing and certification procedures.
Reports are what you need. If your

Separate yourself
from the crowd...
Become a CMA(Certified
Management Accountant) or CFM

(Certified in Financial Management)

Let Lambers show you how you can
achieve these goals right in your own home!

IAMbM
CMA/CFM REVIEW
For information or sample video
CALL 1- 800 -272 -0707
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system is delivering the kind of information you need, when you need it,
you have good reason simply to
upgrade to a new release of the same
product.
Maintenance is reasonable. Older
systems sometimes require so much
tweaking and maintenance that you
can't cost justify their existence, even if
their output is worthwhile. If your
maintenance expenses are high or
growing, you may not want to upgrade.
The system is easy for your users.
A system that's easy to use is a significant plus. Provided the upgrade has
similar structure, look, and feel, you
could save on training costs by sticking
with your current system provider.
It offers an easy upgrade path. It's
worth upgrading only if the product
gives you an ongoing path for the
future. Your software company should
have a demonstrated history of new
releases and a transition strategy that
makes upgrading as easy as possible.
Ask about data conversion tools.
The manufacturer is sound. Obviously, you want to purchase from a reliable software manufacturer that has a
large installed base and a commitment
to future product development.
Replace your system if:You need new
capabilities. Stepping up to a new system takes longer than the typical
upgrade, but it's a golden opportunity
to retool for growth, better data management, and for future technology.
The Year 2000 has proved to be a catalyst for many financial managers who
had been planning to move up to a better system.
Your company plans to grow. If
growth figures into your plans, there's
a good chance you may outgrow your
existing system anyway. Perhaps you
can solve your Year 2000 issues while
you invest in future expansion.
You plan to add new staff. If you're
already planning to add staff in the
finance department, your training
costs for a new system will be no different than for an upgrade to the old
system.
You need a new network or hardware. If you're making other infrastructure changes, a new accounting
system can integrate easily into the
process.
You face competitive challenges.Your
decisions are only as good as the infor-

YouHaveless ThanTwoWeeks Until the Year 2000
mation used to make them, If your
business faces competition, you need
the best information possible. A new
system can provide reports, data snapshots, and predictive indicators that can
help you pull ahead in the marketplace.
Your technology is old.It's tough to
breathe life into an old system. Even if
you can update it for the Year 2000, you
may be operating on borrowed time. If
you already are thinking about a new,
more capable system, don't spend on
fixing what you have on hand. Invest in
new software and move ahead.
There are a number of capabilities
you should expect in a good accounting
package. Make sure the new system
can pass Year 2000 certification. The
software should check clocks on the
network and notify you of errors. It
needs to integrate with your other
applications and be easy to use. Almost
every company has its own specific
accounting needs, so look for modifiable
source code to make sure you can make
any changes. The report generator
should allow you to produce most of the
reports you need without extra programming. Make sure your software
uses database fields to hold information
so changes can be accommodated easily.
No matter how complete your
accounting system, sooner or later you
will want to transfer information to or
from "foreign" programs. Many businesses use spreadsheets and databases
for extensive sales analysis. Be certain
your software uses formats that are
easy to export and import. Finally,
make sure your software is Internet
enabled. Look for e-mail fields in customer and vendor information files so
you can begin sending invoices, notifications, and confirmations electronically.

HOWCOULDTHIS
HAVEHAPPENED?

Some software users are surprised to
learn that Year 2000 updates are not
an automatic part of hardware and
software systems. "Why wasn't this
solved years ago ?" they wonder. The
fact is, if computer manufacturers had
designed Year 2000 capabilities, they
never would have gotten off the
ground. When computers first became
available, memory was so expensive
that all kinds of data shortcuts were
used. The two -digit field is one of those
shortcuts.

The best days to update, upgrade, or replace your accounting system are at the end of the month. That way your reporting has a
clean break between one system and the next. Count the month end windows between now and the Millennium. You'll see that
your options are limited.
But it gets worse. The fact is, you will want to convert to a new
system over a weekend in order to have enough time for testing
and troubleshooting without interrupting normal workflow.
This is a list of month ends that fall on Friday, Saturday, or Sunday:
October 31, 1997
November 30, 1997
January 31, 1998
February 28, 1998
May 31, 1998
July 31, 1998
October 31, 1998

January 31, 1999
February 28, 1999
April 30, 1999
July 31, 1999
October 31, 1999
December 31, 1999

You will save money if you get started now and avoid competing
with the thousands of businesses that will wait until the last dates
on the list.
Readers who want a
checklist template for
Year 2000 testing will
find it in the free
booklet from SBT
Accounting Systems
shown here. Also free
is the "Acid Test"
diskette that checks
hardware for Year
2000 BIOS problems.
Call 1- 800 -944 -1000 to
ask for your materials,
or visit the Web
site at www.sb t.com.

Once the applications were up and
running, compatibility became an
issue. It was tough for one vendor to
make a change unless everyone else
followed suit. As a result, manufacturers continued to use the two -digit date
field. And customers definitely were
not pressing for Year 2000 solutions.
Remember how far away the Millennium seemed back in 1979? Also, there
was the naive assumption that the fix
could be effected with just a few lines
of code or with a little add-on program.
Responsible manufacturers now are
providing upgrades for their customers
that solve the problem. Implementa-

tion can be expensive, so most manufacturers provide more than just a Year
2000 upgrade. They include additional
product features, new ease -of -use capabilities, or Internet capability as part
of the Year 2000 upgrade. That way
customers can cost justify a move
forward. ■
William H. Mills is president and chief operating officer at SBT Accounting Systems. Prior
to joining SBT, Mr. Mills was founder, president and CEO of PSI Systems, a leading
accounting software consulting business in
Atlanta, Ga. Mr. Mills can be reached at (415)
444 -9900.
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The Model Approach
Focus on Service Industry
Phoenix, AZ
October 23 -24, 1997
Focus on Manufacturing
Atlanta, GA
November 3 -4, 1997
Focus on Manufacturing
Chicago, IL
November 17 -18, 1997
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The Scoring
Approach

Scorecard
Executive Overview

Phoenix, AZ
October 21 -22, 1997
Washington DC
October 27 -28, 1997
Dallas, TX
December 1 -2, 1997

Washington DC
October 29, 1997
Atlanta, GA
November 5, 1997
Chicago, IL
November 19, 1997
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www,saplinq,com �
Learn more at:

workshops.

Sponsored jointly by Sapling Corporation and
the Institute of Management Accountants, these workshops offer you and your team
state -of- the -art training in the most important business improvement methodologies
of today. Whether you're a project manager or a senior executive, you% learn everything you need to know to get started with activity -based management, performance achievement, and the balanced scorecard.
WORKSHOPS FOR THE ENTIRE PROJECT TEAM.

The Model Approach"

To register,
call the IMA:

FOR PROJECT MANAGERS AND TEAM MEMBERS. The role of activity -based management.
8 -step implementation methodology. Definition of project scope. Identification of
activities. Creation of schematics. Data collection. Model building. Result validation.
Using results for ABM. Beyond the pilot project. Application case study.
TWO-DAY WORKSHOP. 16 CPE CREDITS.

1- 800 -638 -4427

The Scoring Approach"

For more information,
call Sapling:

Principles of performance measurement.
Translating strategy into objectives. Performance measures. Critical processes,
success factors, and process measures. Accountability. Using the Scorecard.
Implementation issues- Getting started. Application case study.
TWO -DAY WORKSHOP. 16 CPE CREDITS.
FOR PROJECT MANAGERS AND TEAM MEMBERS.

1 -888- 335 -5053

Scorecard Executive Overview
Links between strategy, a balanced set of measures, and
accountability. Using existing information systems to create a unified scorecard.
Goat assessment. Creating a strategic information system that is as dynamic as
your organization. ONE -DAY WORKSHOP. 8 CPE CREDITS.
FOR SENIOR EXECUTIVES.
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Learn more about these workshops
Fax your information request to Sapling Corporation at 503 - 297 -5332. We'll send
you everything you need to register for any of the three business improvement workshops discussed above, including workshop agendas. You'll have everything you need
to reserve seats for your team at the workshop series nearest you!
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503 - 297 -5332
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BY VITO C. PERAINO, ESQ
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wing in the bowels of many business computer systems is a bug
that
come alive on January 1,
2000, and that may render many business computers useless. Known as the
38
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Year 2000 problem, this glitch is estimated to affect the majority of computer systems that are operating in the
United States and, indeed, the world.
Unless fixed, the Year 2000 problem
will result in massive liability to indus-

try and significant bottom -line impact
to business.
The Year 2000 problem arises
because of the logic computers use to
read dates. In the early days of data
processing, memory space was at a pre-

mium. It was limited, and it was
expensive. 'lb save space, programmers
used only two fields to capture data
relating to dates. So, for example, the
year 1997 was represented by the
numbers "97." The computer assumes
that the first two digits are "19." In the
Year 2000, computers will continue to
read the last two digits "00" while still
assuming that the first two digits are
"19." Therefore, the computer incorrectly interprets the Year 2000 as the year
1900. This simple problem will cause
significant chaos and will cost billions
to fix. The chaos arises because the
incorrect date field corrupts all date
sensitive calculations. For a business
this defect could undermine billing
operations, interest calculations, inventory accounting, receivable tracking,
debt instruments, and a host of other
time sensitive calculations.

and test the corrected code to assure
that the correction works and that no
other operations are affected by the fix.
Industry experts report that there
already is a severe shortage of qualified computer programmers to address
this problem and that it is anticipated
that the problem will only worsen.

ACCOUNTINGFOR
YEAR2000COSTS

T he Emerging Issues Task Force of
the Financial Accounting Standards
Board has reached a consensus with
respect to Issue 94 -14, "Accounting for
the Costs Associated with Modifying
Computer Software for the Year 2000."
The EITF has stated that both the
external and internal costs associated
with modifying internal -use software
for the Year 2000 should be charged as

Potential liability costs of the
Millennium bug could surpass
a predicted $300 billion -plus
cost of fixing it.
The problem should not be underestimated from a cost perspective, either.
The Gartner Group, a leading computer consultancy, pegs worldwide cost for
the Year 2000 problem at between
$300 billion and $600 billion. These
figures are exclusive of litigation and
hardware costs. Capers Jones, another
leading computer metric expert,
includes these costs in his estimates at
$1.5 trillion.
These costs arise because while the
Year 2000 problem is simple to understand it is devilishly hard to fix simply.
To correct the problem, one must identify all of the programs operating in an
organization, scan tens to hundreds of
millions of lines of computer code, find
the problem code, fix the problem code,

a current year expense. The EITF
analogizes to repair and maintenance
costs. But to the extent that a company
purchases software or hardware to
replace noncompliant software or hardware, those costs will be subjected to
the company's normal policy for
accounting for such costs.
Disclosure of Year 2000 costs also will
be governed by Statement of Financial
Accounting Standards No. 5, "Accounting for Contingencies." Loss contingencies that are reasonably possible,
whether or not the amount can be calculated or estimated, need to be disclosed in the companies' notes to the
financial statements. A company that
determines that it is reasonably possible
that it will not be Year 2000 compliant

in time may be required under SFAS 5
to disclose this fact to the public.
Year 2000 consultants report that
most organizations are behind where
they need to be with respect to their
Year 2000 conversion. Accordingly,
most experts agree that the bulk of the
Year 2000 costs that will be incurred
by a typical organization will be back loaded to the 1998 and 1999 fiscal
years. FASB's Year 2000 ruling, therefore, will have the effect of telescoping
the cost of the Year 2000 problem into
two fiscal years, with attendant bottom -line impact, and, for publicly traded companies, attendant stock price
impact.

DIRECTORS'ANDOFFICERS'
LIABILITYISSUES

T he potential for directors' and officers' liability associated with the Year
2000 problem is real and largely
underreported. Quarterly and annual
reports to the Securities & Exchange
Commission require that the company
include a section titled "Management's
Discussion and Analysis of Financial
Condition and Results of Operations"
(MD&A). These requirements are set
forth in Reg. S -K, Item 303. For companies facing a Year 2000 problem and
possible noncompliance, disclosure may
be mandated. Additionally, a company
is obligated to disclose "material" facts
in conjunction with the offer and sale
of securities under the Securities Act
of 1933 and the Securities Exchange
Act of 1934. Given the costs of Year
2000 compliance, which for many companies range in the tens and hundreds
of millions of dollars, disclosure will be
required. Failure to disclose such information may well lead to director and
officer liability.
Unfortunately, the problem may be
deeper. A tour through any financial
statement reveals myriad date sensitive calculations that compose the
statement. Of course, these components are generated by the company's
computer systems. To the extent that
these calculations are undermined,
companies may be facing auditors who
refuse to issue unqualified auditors'
opinions. The effect of failing to have
an unqualified opinion could threaten
OCTOBER 1997
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Company
Projected Future Costs
Air Products & Chemicals, Inc.
$10,000,000
$2,000,000,000
Airline Industry
$75,000,000
American Airlines
$50,000,000,000
Britain
$30,000,000,000
Canada
Electronic Data Systems Corp.
$144,000,000
Federal Express
$500,000,000
Federal Government
$2,800,000,000
$15,000,000
Hertz Corp.
$20,000,000
ITT Hartford
Merrill Lynch Co.
$200,000,000
$100,000,000
New York City
Prudential Insurance Company
$150,000,000
$40,000,000
U.S. West

the ability of a company to trade on a
regulated exchange and certainly will
undermine a company's credit rating.

CLASSACTIONEXPOSURES

T he most daunting liabilities arise
from the specter of companies that
simply will not be able to open for
business on January 1, 2000. These
companies will face a host of potential
liabilities arising from their customers
and employees. Companies that fail to
correct their Year 2000 problem certainly will face mass breach -of- contract
actions and potentially mass tort
actions. In some states, like California,
companies may face consumer fraud
actions as well, which carry with them
the prospect of additional liabilities.
While the motivation to face and
address the Year 2000 problem for
companies would seem clear, many
companies are continuing not to take
this problem seriously. For those companies that are good corporate citizens
and which do address their problem,
however, potential liabilities nevertheless loom. To the extent that a company's trading partners fail because of a
Year 2000 problem, another company's
ability to open for business may be
undermined and may result in liability.
For example, if a company's bank cannot open for business, it won't be long
before the ability of a bank's customer
to operate will be undermined.
Prudent businesses are engaging
their trading partners now in a conversation that addresses Year 2000 problems. Companies are canvassing their
critical service providers and critical
40
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Source
1 O (12/18/96)
Airline Business(December/96)
Airlines Financial News(1/20/971
The Daily Telegragh(4/11/971
TheFinancialPost(7/5/97)
The Reuters BusinessReport (5 /28/97)
Broward Daily Business Review(3/21197)
C41 News(7/17/97)
10K(3/25197)
Datamation(1/1/96)
St.Louis Post -Dispatch(6/25/97)
USAToday(4/29/97
RiskManagement(April 1997)
The DenverPost (2/7/97)

parts suppliers to ensure that they
have addressed the Year 2000 problem
and to ensure that the doors will stay
open. Letters that request a status
report on Year 2000 efforts are a good
starting point for the inquiry. Many
businesses are adopting a policy that if
a company cannot certify that it will be
Year 2000 compliant in time, they will
seek a different service or parts
provider.

MINIMIZING COST

M

any companies also are taking a
hard look at how they got into this
problem in the first place. Companies
may have rights of action against computer consultants and computer software providers for failing to install a
system that is Year 2000 compliant.
These issues will turn on the interpretation of the relevant contracts.
First, one must consider the applicability of any written warranty or written warranty disclaimer. If the product
or services were warranted, the scope
of the warranty may determine
whether that warranty has been
breached and whether there is a right
of recovery against the provider of the
good or service. With respect to the
warranty disclaimers, companies
should not readily assume that the
existence of a warranty disclaimer necessarily precludes recovery. Warranty
disclaimers are disfavored in the law
and will be narrowly construed. In
addition, many states have laws that
limit the applicability of warranty limitations. Many states also have technical requirements for the wording,

placement, and typeface of warranty
disclaimers that might limit their
application.
Second, one must consider the possibility that there may be an unwritten
implied warranty that may address the
performance of software goods or services. In particular, the implied warranty of fitness for a particular purpose may provide an avenue for
redress of wrongs. While the outlines of
the implied warranty vary from state
to state, all states recognize such warranties in one form or another. This
may be an active area for litigation
arising from the Year 2000 problem.

PRODUCTLIABILITY
The Year 2000 problem is not limited
to software, unfortunately. The Year
2000 problem also manifests itself in
something called the "imbedded chip"
issue. Imbedded chips are microchips
that are incorporated into larger products and that perform a data function.
In many products imbedded chips use
a hard coded date logic that will not
work at the turn of the century. There
are reports that these chips have been
found in elevator systems, security systems, heating and air conditioning systems, medical devices, and consumer
home appliances. Should these chips
fail, product liability issues will arise,
and companies may face substantial
liability. As a manufacturer of a defective product, or as a person in the
chain of distribution, the potential for
application of strict, joint, and several
liability exists. These suits are expensive to defend and may be widespread
as the full extent of the imbedded chip
issue begins to surface.

TAKEACTIONNOW

T he Year 2000 problem is real, it is
expensive, and it is fraught with myriad potential liabilities. Prudent businesses are taking steps now to report
the problem accurately and to take
other steps that will help insulate
them from liability. The best legal
advice is to take action now and fix the
problem. Time is not on your side. ■
Vito C. Peraino chairs the Year 2000 Working
Group at Hancock Rothert & Bunshoft LLP. He
is a frequent lecturer and writer on Year 2000
topics and has testified before Congress on the
liability implications of the Year 2000 problem.
E-mail: vperaino@hrblaw.com.

The road begins with The Certified Management Accountant Program.

Every 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- 638 -4427.
You'll receive a free issue of the Institute's award winning magazine Management Accounting.
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P rinciples Build
BYCURTISC.VERSCHOOR
ome 35 years ago Milton Friedman
made his classic contention that "a
corporation's [only] social responsibility is to make a profit." While this
philosophy remained relatively unquestioned for several decades, it has been
criticized increasingly in recent years,
particularly by stakeholders who are
directly affected by corporate activities.
These days, a company's impact on such
stakeholders — including customers,
employees and franchisees, suppliers,
and the communities in which a company operates —is serving as an emerging
benchmark of corporate performance. In
that light, I want to examine the relationship between a corporate ethics
code and a company's performance,
both financially and nonfinancially. As

ing concerns for social and environmental responsibility have placed further
constraints on corporations already facing new realities of financial prudence
and fiduciary accountability from their
institutional investors. To emphasize,
one in 10 investment dollars is placed
with some ethical or social criterion in
mind. In fact, investment assets managed with social or ethical screens
amount to nearly $200 billion. It is
obvious, then, that many people want to
invest for profit with principle so they
can express their personal values with
their financial assets.
Given this climate, politicians, social
activists, scholars, employee and consumer groups, and even some legal
experts are attempting to determine
appropriate parameters of corporate

Implementing and enforcing a code of
ethics can help companies reap
success — fiscally and socially.
experts in control systems and performance reporting, management accountants and financial managers should
take leadership roles in this area, particularly at a time when accountability
is beginning to transcend the bottom
line.

THETRENDTOWARD
ETHICALBEHAVIOR

T he legacy of social activism in the

1960s and 1970s is impacting corporate
decisions today as special interest
groups have grown increasingly vocal
about environmental issues and Third
World working conditions. Furthermore,
more than 75% of consumers claim they
would switch brands and retailers to
support a worthy cause. Thus, heighten42

MANAGEMENTACCGUNMIG OCTOBER 1997

social performance and how they should
be incorporated into business operations. For example, corporate responsibility was a key political plank in the
victorious Labor Party's platform in the
U.K. Domestically, President Clinton
sponsored the first Conference on Corporate Citizenship and convened a
Summit on America's Future, stressing
the significance of volunteerism. He
also recently introduced the Apparel
Industry Partnership Code of Conduct,
which addresses external and internal
monitoring of labor practices.
On the corporate front, ethical standards have become a higher priority
ever since the passage of the Federal
Sentencing Guidelines in 1991. In fact,
a 1991 Conference Board survey
showed that 84% of respondents had a

corporate code of ethics. But is there a
connection between ethics and corporate performance? Since Friedman
issued his manifesto, researchers have
attempted to assess the relationship
between a corporation's financial performance and social performance with
varying results. A little - researched but
increasingly pertinent issue is the role
of an ethical corporation's internal controls in its success, both financially and
socially.
As management accountants and
financial managers know, "internal control" is the most common term used to
describe the processes an organization
uses to achieve its objectives. It is recognized as the cornerstone of corporate
governance. Management's public
reporting of internal corporate controls
originated in the early 1970s, pursuant
to an initiative by public accountants.
The movement for public reporting
gained even greater momentum in the
late '70s, after numerous ethical lapses
led to intensified public scrutiny of corporate accountability. The resulting
Foreign Corrupt Practices Act of 1977
requires all publicly held companies to
maintain an adequate internal accounting control system.
A decade later, in 1987, the Treadway Commission recommended that
the Securities & Exchange Commission
(SEC) require all public companies to
include a statement on internal controls in their annual reports that
would acknowledge management's
responsibilities for a broadly defined
set of internal control objectives, discuss how the company was fulfilling
these responsibilities, and provide
management's assessment of the effectiveness of the internal controls.
Although the SEC never implemented
this mandate, three - quarters of large
public companies decided voluntarily
to publish an internal control report
each year. Far fewer, however, provide
an assessment of the adequacy of
internal controls.

Profits
THECURRENTSTATEOF
INTERNALCONTROLS

T his issue intrigued me. I wanted to
find out if the effective use of codes of
ethics made a difference in the financial
and nonfinancial performance of companies, so I decided to analyze the annual
reports of the largest 500 publicly held
U.S. corporations (by sales and revenue) as listed in the 1996 Business
Week 1,000. I divided these companies'
annual reports into three categories for
comparison: A —No management report;
B— Report but no mention of ethics;
C— Report with mention of ethics.
I found that 74.6% of the annual
reports included a management statement describing the company's responsibility for financial reporting and for
establishing and maintaining an effective internal control system. Furthermore, 54% of the reports commented on
the adequacy of their system for achiev-

ing a variety of control objectives,
including the safeguarding of assets,
the authorization of transactions, and
proper external financial reporting.
I found that almost all companies
employed the same general means of
fulfilling management's internal control
responsibilities: audit committee oversight, actions of internal auditors, and
work of the external audit firm. While
the specific content of the reports and
the depth varied considerably from
company to company, there were consistent patterns in scope and language.
(Previous research has shown that
wording of a company's management
report remains consistent over time.)
Unfortunately, despite their initiative
in reporting internal controls, only
33.6% of the reporting companies (126)
specifically mentioned a code of conduct
or ethics system. This lapse was somewhat unexpected, as current accounting
literature— especially SAS No. 781 and

the COSO report (Internal Control:
Integrated Framework)2 — emphasizes
the importance of an organization's
integrity and ethical values on maintaining effective controls.

HOWDOCOMPANIES
EMPHASIZEETHICS?
Among the companies that did apply
a code of conduct or ethics standard to
their internal control system, the language they used to define this code varied considerably. Some companies mentioned an ethics program almost in
passing when listing such control practices as proper personnel selection and
training. Others placed a much greater
weight on ethics as a control factor. Still
others made a point of emphasizing
management's responsibility in this
capacity.
Here are some examples of the wording companies are using when they
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incorporate ethics into their internal
control system as an integral part of
their corporate philosophy.
Johnson 8 Johnson
"It has always been the policy and practice of the Company to conduct its
affairs ethically and in a socially
responsible manner. This responsibility
is characterized and reflected in the
Company's Credo and Policy on Business Conduct, which is distributed
throughout the Company. Management
maintains a systematic program to
ensure compliance with these policies."

CampbellSoup
"The company believes that its longstanding emphasis on the highest standards of conduct and business ethics,
set forth in extensive written policy
statements, serves to reinforce its system of internal accounting control."

DuPont
"The company's business ethics policy is
the cornerstone of our internal control
system. This policy sets forth management's commitment to conduct business
worldwide with the highest ethical
standards and in conformity with
applicable laws. The business ethics
policy also requires that the documents
supporting all transactions clearly
describe their true nature and that all
transactions be properly reported and
classified in the financial records."

Pittston
"Management has also established a
formal Business Code of Ethics
distributed throughout the
We acknowledge our res
ty to
establish and prese
vironment
in which all em
properly understand the
ntal importance of
high a
dards in the conduct of

"We believe that it is essentfl
company to conduct its r
'
ordance with
fothe

airs
al
usi-

ness
. These guidelines, translated m numerous languages, are distributed to employees
throughout the world, and reemphasized through internal programs to
assure that they are understood and
followed."
44
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N=
LOWERValuemeans
Group A -No Management Report
Group B -No Mention of Ethics
Group C- Mention of Ethics
Probability A vs B is chance
Probability A vs C is chance
Probability B vs C is chance
Statistical measure

Business Week
Mean Rank
376
Better
258.3056
243.0729
200.1518
.4559
.0095
.0097
Mann -Whitney
U

These examples illustrate more than
a mere mention of a code of conduct.
While most public companies have been
motivated to higher ethical standards
by the legal consequences of the Sentencing Guidelines, these companies
and others with similar philosophies
demonstrate a greater commitment to
ethics by virtue of their description of
actions for maintaining internal control.

COMPARINGREPUTATION,
PERFORMANCE,ANDETHICS

A

s the next part of my research project, I wanted to ascertain whether the
126 companies in Group C of the
Business Week 500 differed from the
remaining 374 companies in terms of
their financial and nonfinancial or
social performance. To do this assessment, I compared how the three groups
were rated for reputation and financial
performance based on Fortune maga's 1997 survey of "America's Most
Companies" and Business
Wee
g of historical financial perfo

TheBusinessWeeko

e most
surprising finding is that
ee
with a defined corporate commi
ethical principles also fared better
financially. In 1997, Business Week
deci
drop its reporting of the
1,0
licly held companies.
alysis of th
Instead, 1
financial perform
a eompa>
included in the S &P 5 Tnd%U4i. g
only historical results, Business eek
ranked each company into quintiles for
eight financial measures: total return
for one and three years, sales growth
for one and three years, profit growth
for one and three years, net margin,
and return on equity. The company
quintile rankings for these eight factors

1997Fortune
Mean Score
308
Worse
6.2832
6.3997
6.8122
.3353
.0001
.0002
One-way
ANOVA

1996 Fortune
Mean Score
287
Worse
6.3038
6.4349
6.7562
.3089
.0016
.0047
One-way
ANOVA

were combined with "a slight weighting
for sales volume" to yield an overall
financial performance ranking. The
1997 Business Week analysis included
376 or 75.2% of the initial 500 - company
sample from the 1996 Business Week
1,000.
According to the 1997 analysis, the
companies in Group C had a strong and
statistically significant higher average
financial performance than those in
Group A or Group B. Using the Mann Whitney U Test, the probability that
the difference in performance ranking
between the average of Group C and
Group A companies was due to chance
is .0095. The comparable probability
between Group C and Group B companies is .0097. In contrast, the probability that the difference between Group A
and Group B companies was due to
chance is a very large .4559. Thus, the
probability that Group C's higher financial performance rankings were not due
to chance is more than 99%.
Fortune's "most admired." Five of
Fortune's eight key attributes
stakeholder concerns
y or
indirectly. These at
innovativeness; ability
velop, and
keep talen
ty of manement•
products or s
unity and a
enty. The o
e
e
vial. They
e value as
investment,
financial soundness, and use of corporate assets.3
To conduct its survey, each year
Fortune asks senior executives, outside
directors, and financial security analysts to assign ratings of 1(low) to 10
(high) to each of the eight attributes for
four to 10 companies in their own
industry. For purposes of comparison,
the 60 industry subgroups used by

Fortune for its 1997 Fortune 1,000 listing were compressed into 49 categories.
In general, the companies included
were the largest in their industry. To
afford an immediate overview, the
scores from the eight criteria were averaged into a composite reputation score.
Using Fortune's assessm ent, th en, the
scores of 431 companies were reported
in 1997, and 417 were reported in 1996.
When I compared these Fortune- selected companies with the 500 top companies in the Business Week study, I
obtained a match of 308 firms for 1997
and 287 for 1996.
Study results. Using the one -way analysis of variance technique, I found a statistically significant difference between
the average 1997 Fortune reputation
score for Group C companies (whose
management mentions ethics) and the
scores of Groups A (no management
report) and B (no mention of ethics)
companies (see Table 1). But there was
no significant difference between the
average scores of companies in Group A
and Group B. The probability that the
difference between the 1997 Group C
mean reputation score of 6.8122 and
the Group A mean score of 6.2832 was
due to chance is only .0001. The probability that the difference in mean reputation score of 6.8122 for Group C companies and 6.3997 for Group B
companies was du
ce also is
low —only .00
r words, the
probabo scores,
igher Fortune
scores
m ration of a code of
co
hics was not caused by
is more than 99'0. For the 1996
rtune
the comparable probabilities are .0016 for Groups C and A
and .0047 for Groups C and B.
While this strong association does not
prove causation, it certainly suggests it.
The comments of Coca -Cola Chairman
and CEO Ro bert Goizueta illustrate the
strength of a commitment to ethics. He
says in Fortune that "Employees with
integrity are the ones who build a company's reputation. Working for the
Coca -Cola Company is a calling. It is
not a way to make a living. It's a religion." It is not surprising, then, that
Coca -Cola was ranked at the top of the
"Most Admired Companies" list in both
1996 and 1997.
Of the 10 highest- ranking companies
in 1997, five are in Group C, two are in
Group A, and one is in Group B. The
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" I want East Coast Region numbers
summarized by product line for the year to
date by month with budgeted comparisons
and a percent variance on my desk for this
afternoon's board meeting."
A co mmo n scenario. 'fi gh t deadl ines. Hi gh
expectations. But if you're using F9 from Synex
Systems, you're prepared. F9 turns your spreadsheet
into a powerful financial reporting application. The
bottom line? You can get the report you want, by the
deadline, and it will look like it was prepared by a
professional graphics firm.

Simply put, with F9, you can create anj, financial report.
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other two companies were not in the
Business Week 500 -company sample I
studied.
Of the 10 "Least Admired Companies" in 1997,only one is in Group C—
Kmart. While Kmart's management
report presents honorable - sounding
objectives, the company's ranking in the
Business Week study is, nonetheless, a
lowly 428 out of 495. Its management
report reads, "The Company has adopted a code of conduct to guide our management in the continued observance of
high ethical standards of honesty,
integrity, and fairness in the conduct of
the business and in accordance col
law. CAvaplzance with the guidel'
.otndlFackno
all
1anagement associates.
ently a
stated commitment to ethical behavior
is a helpful but not absolute determinant of success.

IMPORTANCEOFPROPER
IMPLEMENTATION

It should be emphasized that the mere

presence of an ethics program—particularly one that does not cover all stakeholders or that is not implemented
properly throughout the organization —
is not sufficient. Even the most comprehensive code will not ensure ethical
behavior without commitment from top
management and effective monitoring.
Texaco, Inc., stands as a classic e
ple of this cautionary tale. Th
has all the outward a
an
effective ethics
m. Its management
y says, "It is Texaco'
hed corporate policy to
n acontrol- conscious environent and an effective internal control
system throughout its world -wide operations ... [with] Corporate Conduct
Guidelines which require that all
employees maintain the highest level of
ethical standards." Furthermore, its
1996 proxy statement describes implementation of a number of standing committees to oversee and enforce internal
controls, including an Audit Committee
that reviews internal controls; a Public
Responsibility Committee that reviews
and makes recommendations regarding
the policies and procedures affecting
the company's role as a responsible corporate citizen, including those related
to equal employment opportunity,
health, and environmental and safety
46
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matters; and a Compensation Committee that assures the company's compensation structure incorporates programs
that motivate performance in "full
compliance with Texaco's vision and
values."
Yet, despite all these well- intentioned
measures, Texaco's system permitted
one of the more egregious cases of internal control failure in history. Ultimately, control weaknesses caused Texaco's
ly with anti A n v e
n spite If the
the directors

6L-,

$176.1 million discrimina
tlement against Texaco last Marc
involving alleged widespread prejudice
and intolerance in employment, pay,
and promotions of women and minorities serves as a sobering reminder that
even the best -laid control measures can
fail without constant vigilance.
Texaco, however, has taken dramatic
measures to improve internal controls
in the future. The company has agreed
to appoint an independent Equality and
Tolerance Task Force to bolster internal
control and has committed $35 million
to fund this endeavor over the next five
years. Activists have stated that the
settlement terms should be a model for
other corporations.
Indeed, Texaco's delegation of governance functions to an external group
seems without precedent in its breadth
and scope. Task Force recommendat'
ranges in practices affecting
button,
must
be adopted by mans
der
penalty of court sanction. Also, the
unlimited access granted the Task
Force to any and all activities of the corporation could result in a costly and
cumbersome duplication of efforts that
could have been performed much more
effectively and efficiently by a properly
structured internal corporate audit
function in the first place.

CONTROLSDOMAKE
ETHICSEFFECTIVE

T here is a statistically significant link
between a management attitude favoring strong controls that emphasize ethically and socially responsible behavior
and favorable corporate performance,
both financially and socially. Yet it is
critical that a company implement and

maintain the controls. Reengineering
efforts make teamwork and self -motivated activities even more crucial to
corporate success. As Fortune has written, "[A company's] good name [reputation] is to strong financial performance
as chicken is to egg." But the re
must be deserved and not s'
result of clever public relat'
Senior management
e
that corporate ethics has.become a
mainstream
eutent issue, not
limited to
assets, compliance,
al reporting. Because of
d
, greater emphasis must be
on "soft" controls like teamwork,
t, and loyalty, which are closely
related to ethics and the corporate
culture.
Management accountants and financial managers have many roles to play
in assuring that organizations have
strong controls integrating e
social responsibility. Not only s
the corporate mission consi
interests of all stakehold
t the
design and operation
plementation must be eff
a corporate
audit function
ave breadth of
scope and a
resources. Furthermore, oth
'toring activities must
be effe
s well. Investors are
increasingly wary of high mission statements that may
t in the absence of accountability. In
ddition, management accountants
should work toward more clearly defined informative and structured disclosures to stakeholders that properly portray corporate ethical, social, and
environmental performance and the
presence of control systems to ensure
their continuance. ■
Curtis C. Verschoor is the Ledger and Quill
Alumni Research Professor in the School of
Accountancy at DePaul University in Chicago.
He is a member of the Northwest Suburban
Chicago Chapter, through which this article was
submitted. He can be reached at (847)
381 -8115, phone, or e-mail, cverscho@condor.
depaul.edu.
'American Institute of CPAs (AICPA), Auditing Standards Board, Statement on Auditing Standards (SAS)
No. 78 Consideration of internal Control in a Financial
Statement Audit. An Amendment to Statement on
Auditing Standards No. 55, New York: AICPA, 1995.
zCommittee of Sponsoring Organizations of the Treadway Commission (COSO), Internal Control—Integrated Framework,New York: AICPA, 1992.
3 A consensus is lacking as to whether Fortunes criteria
are appropriate for assessing corporate performance,
either socially or financially. It seems that the major
demarcations of a company's reputation — reliability,
credibility, trustworthiness, and responsibility —are
not defined and measured adequately even though
they are as important to social performance as they
are to financial performance.

21
rY

7=
If"

DataManager"'

DU

Enabling technology that
supports Sapling users in
preparing models, maintaining
the currency of models,
and in presenting results.

cam

• Automatic data retrieval/
re- population
of Sapling applications

• Complete control
over individual users and
user groups
• Absolute data security
ti.
P

NetProphet@

NetScore="

ResultsManagerlm

The world's premier software
tool for complete business
modeling. NetProphet has serve
as the cornerstone of business
improvement initiatives
throughout the w orld.

Measure the vital signs of
your process im provem ent
effort. Keep track of im portant
variables such as customer
atisfaction, personnel development, product innovation,
market share, and industry
enchmarks.
• Create corporate scorecard

Access, analyze, understand, and
communicate (or present) all of
the information contained in
any of the Sapling applications.
Provides monitoring, benchmarking, decision support, and
strategic analysis.

• Common- sense, process oriented view
• Considers financial and
operational informatio

• Mixed p latfo rm access via
SQL to all data sources

.,

k

• Comprehensive approach
to activity -based cost
management and business
re- engineering
• Quick what -if analyses
• Flexible reporting and
model vabda ' n

J

_
`5!► "
'"
Aes a-

,

T.
`
.
:. ,

•

• View strategy map of
objectives and key indicators

•Compare locations, companie
and competitors
• Obtain trend analysis of
performance
Qrill -down to diagnose

*Clear graphics, tables, and
audio and visual alarms
• Drill -down to sources
• Portable results and analyses

cam

x

•Integrates with all Sapling
applications

to

W i I1 werecognize
our profession
years from now?

TheChangingWorldof
ManagementAccounting
andFinancialManagement
BY MIKEANASTAS
magine that you have just entered a
time capsule that transports you to
your office as it will look in the year
2007. The controller is video conferencing with the company's director of
operations in Central Europe. They are
discussing various cost management
strategies based on information they
see on their computer screens.
As you observe the sparsely populated offices, you notice several video conferences taking place among on -site
staff and managers working at home
or in other far -flung locations. Partici48
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pants are discussing the successful use
of electronic data interchange and
straight - through processing and are
making decisions based on sales and
production activity information that is
updated instantly on their PCs.
You already know or have witnessed
how much management accounting
and financial management have
changed in the last 10 years, but you
couldn't have predicted all the changes
you see in your office of the future.
Every executive is conducting business
on the Internet, accessing instant
snapshots of accounting and financial

data on their laptop computers as they
manipulate various business scenarios
and send results around the globe as
only the most progressive companies
do now. Also, electronic data interchange will be the standard rather
than the exception, and straight through processing will create strategic alliances between vendors and customers at every level of production.
These are among the images and
predictions from Project Millennium, a
qualitative market research project we
conducted for the Institute of Management Accountants earlier this year (see
® sidebar, p. 50). Participants in the
9 research envision major changes in the
responsibilities of accounting and
financial managers as well as the work
they do and the equipment they use.
They also predict that there will be
fewer management accountants, but
they will be at more senior levels in
the corporation. And they will share
more in decision making for their companies along with other members of
their cross - functional teams.
Some participants in Project Millennium tagged the management accountant and financial manager of the
future an "internal consultant," someone with the curiosity and flexibility to
change and motivate others to change.
These internal consultants will add
value by helping their organizations
find ways to stay profitable and keep
ahead of the competition.
Management accountants and financial managers of the future will be
expected to have command of the latest
information technology software as
well as an overall understanding of the
business. To be successful, they will be
proficient in communicating ideas
through written form and verbal presentations. Performance reviews in the
future will be based on the ability to
analyze information and situations and
make decisions that drive the business
rather than the ability to measure the
business. The key will be their ability
to stay ahead of change.

There's a lot more at stake. The puzzle is
more complex. The job is bigger than ever.
"CFM" says you're up to it!
The financial professional of today —and
tomorrow —will have to clear hurdles and
face challenges that were unknown only a
few years ago.
A downsized corporate environment.
A financial arena that is global, not just
national.
A re- defined and evolving financial
management function.
A corporate culture that has irrevocably
changed.
The path to career success has become steeper
and more demanding.
The new Certified in Financial Management
Program, developed by the globally - recognized
Institute of Management Accountants, will make
that career path safer, surer, and smoother.
The IMA has created the CFM program to

provide an objective measure of knowledge and
competence in the field of financial management.
The CFM designation provides professional
certification of proficiency and excellence that is
recognized by leading corporations and financial
management professionals.
It has been designed to meet the evolving needs
of business — today, tomorrow, and well into the
21st century. It is an important career asset.
To learn more about the CFM Program, the
Institute of Management Accountants and the
many benefits of IMA membership, call

1 (800) 638 -4427, ext. 141.

INSTITUTE of

MANAGEMENT
ACCOUNTANTS
CERTIFIED MANAGEMENT ACCOUNTANT PROGRAM
CERTIFIED IN FINANCIAL MANAGEMENT PROGRAM

ABOUT PROJECT MILLENNIUM

FEWERBUTMORE
SENIORPEOPLE

I

MA members and other leaders in
the industry predict a trend for more
chief executive officers (CEOs) and
chief operating officers (COOS) to be
recruited from the ranks of management accountants and financial managers because of an increasing emphasis on financial management and the
need for people who can decipher
financial data and present the results
as strategic information. In fact, the
most notable shift in the profession is
away from analysis of the past toward
strategic thinking about the future.
"There are some who are predicting
the disappearance of the financial
function in corporations over time ... but
the upper- echelon people are getting
much more heavily involved in the
strategic direction of the organization.
[It is hoped] it will be more analytical
with a higher level of work product
and less detail on record keeping."
Information technology is pushing
management accountants and financial
managers up the ladder as they
become advisors or internal consultants to other managers in the company who have access to software to
manage costs and budgets. As the end
user takes responsibility for the task,
the accountant becomes responsible for
the system and process, but not for the
final report. "Ten years from now, there
may be fewer people in finance because
the people in line management and the
business units will possess the knowledge about costs and budgeting. They
will be enabled by technology and decision analysis tools, along with a few
management accountants and financial
managers."

INTERNALCONSULTANTS
ANDSTRATEGISTS

C hanges brought about by information technology, which freed management accountants and financial managers from tracking past performance,
have put them in the enviable position
of becoming "internal consultants" who
create strategies and recommendations
to guide management decisions. "Management accountants can be the bridge
between functions and they can be key
players because they have that
overview that many others do not
50
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"Project Millennium: Customers and
Future Markets ... Looking Ahead to
2007,"was designed to help the IMA
predict major changes and skills
required for professionals in management accounting and financial management. Focus group discussions
among IMA members and executives
who employ IMA members were held
in New York, Chicago, San Francisco,
Dallas, Cleveland, Philadelphia, Tampa, and Atlanta between December
1996 and February 1997. Individual
interviews were conducted among
industry experts, consultants, and
visionaries in information technology
as well as officers of the IMA, major
corporations, and other professional
organizations. Some of their quotes
illustrate this article.

from case studies that show how to
increase ongoing earnings per share."
Also, as organizations downsize and
run on leaner staffs, there is a growing
appreciation for individuals who propose new ideas and suggest taking
risks. One IMA member in San Francisco calls these employees "entrepreneurs." "An `intrepreneur' is someone
who works for a company and is able
and willing to take risks there, to gamble for the greater good."
And management accountants and
financial managers have to start thinking in new ways. "Accountants tend to
be pretty good at productivity and
administration. In 2007 we will need
people who are also good in creative,
entrepreneurial ideas and teamwork."

DECISION-MAKING
TEAMMEMBER

T oday more companies are relying on
have." "The finance and accounting
department is really the information
center ...to understanding where the
organization is coming from and where
it is going."
Senior accounting and finance professionals are in a central position to
keep their companies on track. "The
financial managers of the future will be
looking at every aspect of a company's
operations. They will be at the right
hand of their CEO and COO to monitor
the resources of the company, the people, the products, ideas and innovations, to make sure the company is
focused and stays on the right track."
But to be effective internal consultants, financial professionals must
master special consulting skills, especially communications and interpersonal relations. "Your interpersonal skills
are going to have to be better than
ever." "All the skills related to communication— speaking, listening, sending,
receiving —will be paramount." "The
ability to communicate, both verbally
and in writing, and leadership skills
will differentiate between the extremely successful management accountants
and others."
What are some of the other predictions? Companies will continue to place
a premium on those individuals who
have a broad overview of business and
who can use case studies as a basis for
solving problems. "There's going to be
more demand for people who can learn

cross - functional teams to run their
operations, and by 2007 nearly every
company will be run by such strategic
teams. Decision making often involves
interaction with a variety of executives
within an organization, and participation of accounting and finance people is
essential because of their skills and
disciplines. "The management accountant of 10 years from now will be more
of a team player, an integral partner in
operations... respected more for business acumen and decision making... helping to lend order and
structure to making the right business
decisions." "Professionals who are
responsible for accounting will have
migrated to be more information -based
strategic business advisors ... The
accountant has to be one of the people
around the table when strategic decisions are made."
Being effective as one of the decision
makers around the table means having
an overview of the total business picture —beyond cost and budgets. "Management accountants with broad business perspectives will be a
necessity ...as integrators of all the
business activities, things that are
already happening, such as performance management, balanced scorecards, process improvement, ABC,
ABM... because of our knowledge and
role as the common denominator for
business."
Management accountants and finan-

vial managers seem to welcome this
new view of themselves. "We're no
longer the bean counters. We're making decisions..." "We do a lot less bookkeeping and a lot more analysis and
making decisions." "You don't just bring
information to the table anymore,
you're making decisions at the table."
In addition, the future of management accounting and financial management includes the adoption of new
theories and approaches, such as
strategic cost management, that
require new ways of thinking. "Strategic cost management means controlling
the costs of our suppliers, especially in
heavy manufacturing. Not just to minimize costs but to maximize creativity,
to get a better product or more functionality. The whole firm would be
focused on how we can reduce costs
and strengthen our position."
This shift in thinking not only will
affect management accountants and
financial managers who already are
involved in the profession, but it will
place new requirements on students
preparing to enter the arena. Ideally,
those coming into the field in the
future will be well rounded and interested in more than fundamental skills.
"Every student should have a more
broad -based education to be a more
dynamic contributor to...
the team."

INITIATING AND
IMPLEMENTINGNEW
TECHNOLOGY

M

anagement accountants and financial managers will continue to be the
primary consumers of new information
technology in most organizations.
Accounting was among the first functions to be automated with early
spreadsheet programs. Consequently,
accounting and finance managers generally are more well prepared than
others to seek and evaluate new software. They connect the end user to the
technology that accesses information.
"The big success factor is realizing that
accountants are information managers." Mastery of technology is seen
as essential for the future. "If you don't
stay current with the technology, your
career is in jeopardy."
The shift from looking backward to
looking forward has been facilitated by
new software. "The relevancy of historical information will decline as the

importance of immediate information
and projections increases. And technology is the primary driver of that."
"With electronic commerce and technology ...it's conceivable that in 10 years
you will no longer have accounts receivable and accounts payable departments. We'd be out of that business."
Some large, multinational corporations still operate MS -DOS systems on
networks, but the average organization
is operating Windows -based PCs connected by corporate intranets and the
Internet, which facilitates electronic
data interchange and straight - through
processing. These new methods of data
exchange make the role of management accountants and financial managers even more critical. "With our
PCs we can run circles around the
mainframe that was controlled by the
Data Processing Department."
But the downside is that corporate
accountants often complain they are
being asked to produce more information with fewer people. As data go
online for every manager to see on a
PC, there is a demand for instant
information. That means management
accountants must produce more financial analyses, not just masses of data,
so leaders can build strategies and
make decisions based on more precise
information. "Many more companies
will be using Online Analytical Processing (OLAP) to go beyond the general ledger and to slice and dice the data
in all kinds of ways, such as detailed
customer and sales analysis."
And management accountants and
financial managers will be using
sophisticated information technology to
create predictive data that forecast
demand, production, sales, costs, and
reported earnings. For example, "We
will be converting activity -based costs
systems from feedback to `feed - forward'
systems so you can estimate as you
implement strategies like commonality
and minimum component counts."

STAYINGAHEADOfCHANGE

M

ost visionaries in accounting and
finance believe the rate of change will
accelerate as we move into the next
century. Changes in management
accounting and finance will require
changes in the way individuals
approach their work. "Employers will
not be content with accountants who

view themselves mainly as scorekeepers...they want people who can influence the score, not simply report the
score. It's going to require a different
mindset a shift in the way we view
...
our positions."
The shift from record keeping to
strategizing and forecasting demands
that individuals develop special skills
to be effective. "The management
accountant has to be more of a change
agent and a sales person rather than
just a reporter— someone who can sell
the idea of what to do with the
information."
By the year 2007, most organizations will be sourcing and selling
around the world. "...A lot of our suppliers and customers are going to be
overseas, and we better get prepared
for it." "There are very few businesses
out there not touched by the international dimension some way."
But many individuals feel ill -prepared to deal with the global market.
"If I were starting out today, I would
learn about global markets and learn a
foreign language the kinds of things
...to use on a day -toyou'll really be able
day basis."
Another significant change in the
next 10 years will be greater diversity
in the accounting and finance departments. "People coming from every field
you can imagine... there's much greater
diversity in the workforce..."
And most companies will be using
the new media and forms of communication now being used by large multinational organizations. "There will be
less business face -to -face, more by email and teleconferencing. Communications will have to be more effective
and precise." "The Internet will play
an important role in the way we educate ourselves."
One IMA member in Cleveland
summed up her philosophy about
change, and it seems to apply to everyone in the profession who wants to be
successful and add value to their organizations. "Learning is a lifetime
proposition. We should go to school to
`Learn how to learn,' to adapt and to
change, not stand still..." ■

Mike Anastas is president of Focus Probe
Inc., a market research firm in New York City
commissioned by the IMA to conduct "Project
Millennium: Customers and Future
Markets... Looking Ahead to 2007."
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LongviewSolutions:BridgingTe
andFinancialManagement
BYKATHYWILLIAMSANDJAMESHART
akean aggressive, young accountant with a penchant for solving business problems, add anatural bent
for tinkering with technology, and
what doyou have? Len Adams, cofounder,
chairman, and chief technology officer of
Longview Solutions, theCanadian -based
competitor to Hyperion and Comshare.
Longview provides integrated financial
management and decision support software for client /server computing
environments.
Thiscombinationmanagement occountant techno-whiz had originally started
down a different career path, working on
the shipping dock at a milk company right
out of high school. Married at 20, and
"supporting my half of the budget loading
milk trucks, I quickly realized that wasn't
what I wanted todo long term," Adams
said. So, he went toaccounting school at
night, finishing a seven -year program in
just four years.
Halfway through his course work to
become a certified general accountant
(CGA), heserved o mandatory apprenticeship, leaving his lucrativeTeamster's job to
take a job as an inventory analyst at a
hugecut in pay. Adams laughs, "I come
from a blue collar background, so most of
my family questioned my wisdom for leaving such a good union job." But the move
paid off later as he added information
technology tohis expanding resume.
One day at work, he discovered a CPM
computer loaded with VisiCalc. Instantly
fascinated, hetaught himself how touse
thespreadsheet program to help with some
of the complicated financial analysis problems he was required to perform. Next, he
built his own business model that heused
tohelp thecompany president re- negotiate
financing on a ship the company had just
bought from the Japanese. "Our president
would go intothemeeting, then comeout
and giveme thefactors —such as capital
cost of the ship, present value calculations,
52,
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what kind of crew would work on the ship,
the flag of convenience—and I'd plug the
figures into my worksheet and give him the
present value right away. After that, I was
put on a two-year project to automate most
of the company's financial analysis
processes."
His next movewas to MagnaInternational, the largest independent automotive
parts manufacturer in the world. There he
was made director of financeand information technology for one of the divisions
and was instrumental in helping to grow
that division from $150 million to $900
million in just three years. The desire to
start his own company evolved after he
and three of his coworkers helped
Magna's sister company producea business plan in anticipation of taking that
company public. Modeling 50 entities by
part, by company, over five years, on
threescenarios, consolidating all thenumbers for every department, Adams and his
team amazingly accomplished thefeat in a
merefour days. Charging thecompany
$40,000 for their services, they realized
the business potential of their expertise. In
1989 they left Magnabut acted as consultants back to their former employer, continuing todo their jobs in much the some
capacity, and then expanded quickly to
offer their services to other companies.
Longview Solutions' core product, Khalix, is an integrated financial management
tool. It is on extension of an earlier model,
pioneered at Imperial Oil that Adams first
encountered at Magna when they agreed
to be an alpha test site for the software.
Early on, he had seen the possibilities of
staying competitivethrough the merger of
accounting and technology. Today, heand
his employees at Longview aredemonstrating how to bridge the gap between technology and the business of financial management— somethingAdamsexpectsmost
corporate accounting departments need to
do.

Q: Do you think traditional accountants
are ready for this move?

Yes, they haveto be. Traditional accounting has branched out into entirely new
areas. Much of it is still the consolidation
and budgeting functions in large corporations, but now accountants arebeing
brought into the board room. They are
responsible for providing alternatives, scenarios, and business cases as well as
being partners in the decision process.
Before, accountants could dotheir annual
budget, and that was the end of it. Now,
because of their decision- making role, they
have topresent alternatives constantly,
things likemultipleversions of budgets —
best, worst, most favorable. These alternatives can cause a ripple effect throughout
an organization, requiring hundreds of
people to contribute to theinformation gathering process.
Yet accounting departments aregetting
smaller in the face of the increasing workload. Line-of- business accounting is brand
new. Activity -based management isasupporting activity to do line-of- business reporting. Both require new technologies, such
as multidimensional data analysis and
data warehousing. Complicate all of that
with the need to publish financials onto a
Web page. Executives expect to sit at
home, turn on aWeb TV or someother
device, and review the aggregate results
of the corporation. Clearly, accountants
are facing new pressures on the job and
they will have to adapt.

Q: Can you give ussome examples of

what accounting departments areexperiencing and why their jobs are more
difficult?
Today, world-class organizations produce
reports and analyses within 12 hours
across the globe. In order to accurately
evaluate market opportunities, alternatives

chnology
such as combining products and divisions
which have traditionally thin margins must
be examined. To accomplish this task,
information from all parts of the organization are required. Traditionally, accountants would take information from large
general ledgers and summarize it in
spreadsheets. Information would be passed
from one person to another to another.
Unfortunately, in that situation, what happens is the information erodes in quality,
accuracy, and timeliness as it moves from
person to person, sort of like the old "whisper down the lane" game you played as a
kid. In the case of global companies, massive amounts of information and low -level
detail recalculations have to be executed
at the some time. Given the natural deterioration of information as it passes from one
place to another, how can companies synchronize their forecasts with actuals; with
budgets; with best, worst, most favorable
scenarios?
That's where we at Longview Solutions
feel we come in. The only way to have a
12 -hour close and work in an integrated
way with those people in the corporation
to generate accurate answers for all these
alternatives is to have a single database
that is accessible to everyone in the company. The best way to create this data
warehouse is in a relational database system, which then becomes the foundation
for online analytical processing (OLAP(, A
central data repository solves a lot of
issues. It serves as the consolidation engine
and the budget engine, and it makes it
possible to maintain accuracy and a unified set of business rules across the entire
spectrum of budgeting, forecasting, actuals, and OLAP analysis.

Q: How did your product, Khalix,
evolve?

We initially developed a pre -built consolidation system to compete directly with

Hyperion. Hyperion was strictly a point
consolidation solution, so that's what our
initial Khalix release did. However, our
customers kept asking about doing complex budgets —they wanted more of an
intellectual accounting model. So, we
decided to keep enhancing our product.
Now, remember, I like building integrated systems that make things easier. We
quickly concluded that you've got to do the
octuals to do the budget anyway because
you've got to forecast nine months of the
year and the remaining three months of a
year from nine months of actuals. Since
you've got all the same accounting rules,
and you've got all the same rollups, we
figured we might as well put them together
in a single system. Then, Arbor came
along and made a legitimate market for
OLAP analysis. Coincidentally, the people
who built our original product had incorporated many of these some concepts but the
data for the calculations all had to be created in the computer memory at runtime.
We saw a terrific opportunity to take the
logic out of the computer memory and put
it on disk where everyone can access it.
The concept was proven in a week. It took
the next year and a half to create all the
surrounding features and interfaces to
make it commercially acceptable, but the
core idea, the ability to get this data out of
a relational database, was just a matter of
laying out the tables that were in memory
and storing them on disk.

The biggest problem we faced early on
was the issue of speed. We used our skill
in accounting to help get a handle on this.
Think about what do you do in accounting —you take a columnar pad and put
your numbers in a single table. Then you
start referencing those line numbers to all
of your financial schedules and all of your
budgets — everything comes out of a common point, the columnar pad. Well, we
did exactly the same thing in Khalix. The
data warehouse is our columnar sheet with
one source of numbers. You pull whatever
numbers you want off that columnar sheet
into whatever form you want.
You also need the capability to do calculations based on complex rules. Circular
calculations, such as "debt brings more
interest which brings more debt." Taxes
are calculated conditionally based on local
tax rules. What makes us unique is having
a central database to store all the numbers, the ability to move those numbers
quickly into the memory of the computer so
calculations could be performed, and the
ability to rapidly store the results back into
the database.
We were patting ourselves on the back
because large companies started to adopt
our product. Then we got hit with the Internet, which is actually a contradiction of
sorts. You have a nice user interface, but
behind it is this big, slow- moving vehicle
that needs a lot of work. Basically, everybody decided that they wanted to be able
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pieces of their enterprise work together.
ABM proponents have done a great job in
providing a vocabulary and providing
accounting models because all financial
statements will be activity based in the
future. Current accounting statements just
show you resources such as how many
How is the product built?
people you've got, or how much rent you
pay. They don't tell you anything about the
The engine is built in C. The core of Khalix business. But knowing what you spend on
marketing, knowing what you spend in
is a powerful calculation engine that can
finance, knowing the cost of your prodparse, compile, and execute an English
language description of business problems, ucts— that's information that is enormously
useful.
such as "sales minus cost of sales equals
For example, in our business, we've got
profit."
Our architecture allows a variety of
a computer department, an accounting
clients to work with any type of server, on department, and implementors. When we
release a new product, half of the impleany type of database, anywhere in the
mentors aretesting thenew product— that's
world. At speeds that make you feel like
a product activity and a product cost so
the database is right in your building.
we need to know that. If they do a bad
Becauseour datacommunicationmethodrelease, we will have to spend more on
ology is so quick, you can use tools like
Excel at your desktop, if that's what you're product, so we need to analyze and
understand the activities involved to project
comfortable with. Suppose you are in
my costs. But imaginethe calculations
Indonesia and you need to know your
required. We have to trace the activity,
company results, just plug into the wall of
the hotel and ask, "Give me sales for prod- and we have to calculate and trace the
cost per activity. Weneed to get some of
uct X or give me sales for actual version
that information from general ledgers. That
one. Now, give me sales for budget best
means we are doing millions of recursive
case." Khalix will deliver that multidimencalculations in order to come out with
sional analysis to your desktop.
Another thing we do is support different activity numbers. Traditional ABM initiatives are addressed by software that sits on
management philosophies. If you look at
the side and acts like a survey where you
any
management
methodol
o
gy,
the
obj
e
c: How would you comparethe develare
benchmarking yourself once a quarter.
tive
is
to
have
key
indicators
as
an
integral
opment of your product with, say, Oracle,
That'
s really useless because it creates
part
of
the
daily
reporting.
That
informaor Sybase, or Arbor?
morework for the accountants and mantion can't be on the side. For instance, in
agement gets staleinformation. For ABM
activity-based management, it's essential,
Oracle, Sybase, Informix, and Microsoft
to work, the numbers have to be available
aredevelopment partners with us. The key but it's dying because it's additional work
is that whatever the solution it must benon - toaccountants. That information comes out in a timely fashion.
two months late and doesn't relate then to
intrusive. For example, Magna was a
: Can anything be done to get faster,
philosophically autonomous type of compa- theday - today operations.
accurate
analysis?
ny. Theaccountants and general managers
:
Our
readers
are
heavily
involved
in each of theplants could decide whether
We're trying to solve theproblem. We
with Activity Based Management (ABM).
to submit their results to corporate. You
built another dimension into the consolidaCould you elaborate on how you handle
had to prove it was valuable for them to
tion stream —theactivity dimension. We
submit theresults toget cooperation, so
it?
built accounting rules into the data we're
you had to be nonintrusive. You couldn't
sending back to theserver to help speed
makethem changetheir business. Youhad Activity-based management (ABM)isthe
to work with the way their technology was philosophy of tracing cost to activities and things up. Let's say you sell three products.
understanding how those activities relate to Most companies havemore than that, but
operating.
business processes and to thecost of your let's keep this examplesimple. Say you
That's what we have todo with our
products. This kind of information supports perform three activities. Then you have
product today. Different industries tend to
management philosophies such as continu- your traditional accounting of resources
migratetoward certain systems and techthat get traced to these activities, products,
nologies. Each tends to settle on one of the ous improvement, total quality, margin
analysis. ABM is cost accounting 301 with timeperiods, and companies. Just to jourfour popular relational database engines.
nalize one breakdown of costs takes
a new faceon it: understanding process
We need to fit into all of those environ1,458 lines of journal entries. Allocate my
ments sowecreated an independent layer and methods analysis. Manufacturing has
salary to those activities, and it takes
been doing ABM for years.
from the database. We tried traditional
We extend that concept totheenterprise another 1,458 lines of journal entries to
database approaches for a year and a
do it right. Expand the product and activity
half and spent over a million dollars but it tohelp companies understand how the

to use the Internet to get at their data.
Well, wefound ourselves right back at the
speed issue again, because what if the
end user is working over a slow, 28.8
modem? We had tofigure out a way to
make the central worldwide database
accessible over theInternet. So, we
worked out away to send smaller pieces
of data down the wire without losing any
functionality or ease of use. Now we're
using Javaso we can forge ahead on the
Web. That executive who wants tosit at
home, get an Internet page on the TV, and
look at numbers in between shows can do
so. The analyst part of our product now
prints to html, and we're producing a Java
interfacetoallow common useof business
forms.
Our product is unique becauseof the
way everything works together. Someof
our larger customers are global, and, for
them, one singlesource of dataeliminates
dozens of databases and hundreds of versions of data residing on different PCs. The
flow of information is now managed
through ahierarchy which is essentially the
company's chart of accounts. People can
work with that chart of accounts however
they want —they can roll up information in
hundreds of different ways. And they can
use whatever type of client they want to
get at it even over the Internet.

didn't work. To make a relational database
multidimensional, weput themultidimensional relationships in memory and relied
upon the database for the storage of data.
We put our algorithms and rules in C
language.

Q:

Q

Q

Q
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ABOUTLONGVIEWSOLUTIONS
Longview Solutions, a leading provider of integrated financial management and
decision- support softwarefor client /server computing environments, was founded in
1986 by four financial professionals. Based in Markham, Ontario, Canada, it also
has operations in theUnited States. At present, Longview has 86 employees. Its
average customer has on annual sales volume of $500+ million and 1,500
employees.
Khalix, its core product, is a true integrated financial management tool. It allows
companies to go beyond traditional consolidation, budgeting, and forecasting and
perform complex multidimensional forms of analysis such as line-of- business and
activity analysis, which involve detailed financial data modeling. It is the single
point of maintenance for all financial management activities.
You may visit Longview's Web siteat www.longview.com or call Canadian headquarters: (905) 940 -1510; or U.S. headquarters: (610) 889 -9380.
mix, and it quickly becomes evident that
hundreds of processors all working togethyou can't dothis manually —thetask is
er. Pick your poison —it doesn't matter to
huge. So, we created activity relationships. theend -user analyst.
For example, a pool of costs can be divided by an indicator such as square footage Q : Are you predicting a resurgence of
or hours spent or whatever the activity I'm IBM in this context?
measuring, and that gets multiplied out to
get the cost. By having thoseconfiguraIBM has done a great job of reinventing
tions built into the data itself, I can transmit itself, becoming customer focused, and
onesmall stream ofnumbers across the
providing a variety of different solutions. It
Internet. When it gets to the Khalix file
is responding to individual needs and has
server, it explodes into 1,458 lines of jour- chosen the Internet as a big factor in all of
nal entries, and I've got an audit trail. If I
this. I think they've got it right. There will
have five versions of the budget, I can
be huge pressure and volatility in this marapply those same relationships to all the
ket over the next five years.
versions, and now I have a cohesive set of
Q : Can you giveour members some
information.
advice on what to look for when selecting
Q : Tell us abit more about accessing
systems?
and manipulating data?
The keys tolook at when buying software
The Internet is forcing anew paradigm,
in order to mitigate your risks are: Can
sending us back tomainframes. You need you managethe business risk and can
big iron to do all the calculations, house
your software do the job? We call it the
the data and maintain all the data relafour criteria of evaluation — functionality,
tionships. I am not proposing that PCs are architecture, integration, and methodology.
not valuable; it's just that we believe that
First, you've got to have functionality.
you cannot keep all of your company's sta- Does the package or the solution you're
tistics on aPC anymore. Toaccess your
looking at do budget and consolidation,
data, you will not necessarily need a com- maintain multiple versions of data, do
puter —you will have an appliancethat is
product line accounting and activity-based
permanently connected totheInternet. It
management, and tie it all together? That's
could be your TV, it could be your PC, it
crucial.
could be your cellular phone /pager. You'll
The second criteriais technology archiinterface in the some way you are now,
tecture. Traditional vendors have cobbled
but with oneconsistent sourceof corporate together several point solutions and tried to
data. The central machine you dial could
provide utilities and query tools to access
be one of several varieties of mainframe.
the information. Using these tools, if you
Some will be a cluster of NT boxes. What want toadd an account, you haveto use
Microsoft will provide you is 100 comput- several technologies and visit multiplesysers working together as onesupercomputer tems. This is avoided if you havethe functhat is super scaleable. What companies
tionality of Khalix with a single, unified set
like Sun provide is one big computer with of business rules and software. You need

to know that the software will work on
your equipment. Does it work on one of
the four most popular relational databas.
es? Is it scaleable to the size that you
need? Will it work on different types of
computers? Areyou locking yourself into a
certain architecturedecision? Theonus is
on the software vendor to provide technology that will work in a variety of environments as your company changes or grows.
The third criteria is integration— making
surethecustomer doesn't have different
packages or different versions to integrate,
doesn't haveto movebusiness rules
between places, can distribute data
around the world. The value of integration
is provenin theERP market by companies
such as SAP, BAAN, andPeoplesoft, but
has not been proven in theABM market
because, until Kholix, there really hasn't
been a totally integrated solution.
Methodology is the last criteria. How do
you implement something sovast and
sweeping in an organization? Something
that will change every accountant's role,
integratetoERP vendors, and work seamlessly with them? Your softwarevendor
needs to provide evidence of the ability to
deliver a complete and thorough
implementation.
If you usethese four simple rules in your
evaluation, they will drive you to the right
decision for your company.

Q : Do you have any final thoughts on
the new roles of the controller and management accountant?
Accountants have becomebrokers of information, not the preparers of information.
People expect you to broker the data as it
comes through thecorporation. If you want
a 12 -hour close in a $5 billion company,
you can't afford human intervention. What
you need is to put in place the policies, the
procedures, thestructure, theflow, the
methodology, and the internal controls to
know that the data is going to move freely
and accurately through thecompany.
Today's management accountant doesn't
get into the preparation side whatsoever.
Thenew challengeis tocommunicateto
management the interdependencies of the
business. If you aren't telling executives
something new, you're just overhead. By
providing fresh information that's new and
seen for the first time, you havevalue. You
becomethe focal point of most business
decisions and you make yourself a full
value-added partner tothemanagement
team. ■
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GreatReporting,aStarLineup,andCompetitive
Prowess:ABCandBestSoftwareTeamUp
hat can a news, sports, and
entertainment conglomerate
like ABC and an accounting
software package both deliver?
Truth in reporting. It's the journalist's creed and an important concern
for accountants, too. Both types of
professionals often find it difficult to
uncover the facts, provide credible
reports, and meet tight deadlines. A
software solution that can serve up
reliable information quickly, in a
wide variety of report formats, is a
hot story.
Superior ratings. In radio and TV
entertainment you live or die based
on audience ratings. If your program
doesn't quickly attract and keep an
audience, it's short - lived. The same
can be said about software —if its
starring features don't wow users, it

may be unceremoniously taken off
the network.
The thrill of victory. Coverage of the
wide world of competitive sports has
put ABC at the top of its game for
years. Every week, TV viewers witness the speed, grace, and ability of
winners in various sports. According
to accountants and top managers
who keep score, ABC stays ahead of
the pack with an award - winning
fixed asset management software
called FAS for Windows' from Best
Software. Flexible enough to generate any kind of report imaginable
and able to run complicated tax calculations, depreciation schedules,
and transfer asset data with just a
few keystrokes, FAS for Windows has
been championed by ABC accountants around the world.
A media powerhouse like ABC

demands powerful accounting software. The company has 182 operating units including the ABC network,
programming production units,
owned or affiliated radio and TV stations, the ESPN cable sports channels, and Fairchild Publications, a
magazine publishing division. ABC's
accountants are charged with tracking and managing hundreds of thousands of diverse assets used around
the globe. They want a program
that's easy to use and one that lets
them deliver reliable information on
unit -level and also consolidated
reports to management throughout
the organization.
Across the ABC companies, fixed
assets range from standard real
estate holdings and computer equipment and furniture to radio/TV
equipment, news vans, production
sets, printing presses, and satellite
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transponders valued as high as $8
million. Keeping track of these
extremely mobile assets is a tremendous feat. Not only do the accountants have to track down computers
and equipment that are moved all
over the world, but they even have
satellite assets in outer space to
manage.

Best program was amazing," he said.
"It knew the exact law, which was
especially hard to find because it
dealt with how to calculate for a
short period. But FAS picked it up
and calculated it to the exact penny."

BENEFITSARENUMEROUS

T he benefits of using such a full -

GROWINGWITHTHECOMPANY

F or several years, many of the ABC
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accounting units had used Best Software's FAS 2000' for DOS, a full featured fixed asset management
solution. As the ABC units migrated
to Microsoft Windows, they installed
the newer FAS for Windows software.
About three - fourths of ABC's operating units now have FAS for Windows
as their fixed asset management
software.
Chuck Ojerholm, previously the
senior tax analyst for ABC and now
tax manager for its accounting firm,
Price Waterhouse, found the Best
software very useful as ABC expanded over the years. "FAS for Windows
really helped us provide critical
information more quickly and effectively," Ojerholm said. "Many of our
units' assets were growing in number, and this software made it much
easier to manage all the data, run
custom reports, and do complicated
tax calculations.
"When we switched to the Windows
version of the software, I was amazed
at how easy it was to use," Ojerholm
added. "In fact, it was even enjoyable. Let's face it— depreciation is not
fun. But after using FAS for Windows, my depreciation tasks were at
the top of my schedule. Most of the
ABC -owned and - operated television
and radio stations have 5,000 to
10,000 assets each, and the Best software makes managing them easy."
The FAS for Windows program
offers seven book views, including
ACE and AMT, on a single screen,
which makes navigation between
various schedules easy. The software
provides access to more than 20 IRS
and GAAP- compliant depreciation
methods and can produce more than
20 standard reports.
If ABC considers selling off a division or portions of a unit's business,
the fixed asset accountants can use
OCTOBER 1997

FAS software to break out certain
asset categories to determine the
financial benefits of the proposed
deal. And the software's location
codes help accountants to identify
quickly assets that need to be physically moved and to recalculate their
values for new tax jurisdictions. The
software's Group Manager feature
maintains and changes data for
entire groups of assets instantly. FAS
for Windows also can store scanned
photos or diagrams of assets for easy
reference when changing the database or taking inventory.
FAS accurately tracks depreciation
expense for all assets and identifies
the optimum depreciation method for
each individual asset. Automatic
links to popular general ledger packages allow a company to post its
depreciation adjustments directly to
the general ledger. Real -time reports
enable complete asset management.
The user immediately can identify
who has a given asset; which assets
are lost, moved, or unaccounted for;
which assets are in storage; which
assets are available; and the full and
depreciated value of any asset or
group of assets.
With regular software updates that
integrate current tax law changes for
federal and state reporting, FAS
decreases the time accountants
spend on research. Ojerholm found
this feature particularly helpful
when Disney acquired ABC because
the two companies worked on different calendar years, and tax reporting
for short periods was necessary. "The

featured fixed asset management
package are numerous. Financial
managers are assured that all depreciation expenses are accurate and
maximized. Tax reporting is simplified. Audits are streamlined and
often can be avoided by having more
accurate data. Facilities management
knows the location of all assets in
real time. Facilities and maintenance
personnel instantly can identify trouble- prone, nonperforming, and surplus assets. Security personnel have
a theft - deterrent tool. Property /casualty insurance costs and property
taxes often can be reduced by precise
valuation and documentation. Insurance losses can be documented fully.
"With minimal training, many ABC
accountants have been able to develop exactly the kind of reports they
need for their operations," Ojerholm
said. The FAS software's custom
Report Writer helps users prepare
standardized reports needed for consolidation at the corporate level as
well as very customized reports for
their own unit's internal use. For
instance, a personal property tax
report can be generated that satisfies
the requirements of most federal and
state tax returns and that even can
be attached to provide the detail
asset listing required by most
jurisdictions.
The return on investment from
effectively tracking fixed assets easily can offset the expense involved in
carrying costs for new or retired, but
unrecorded, assets and unnecessary
purchases.
With FAS software, ABC has
gotten a truer picture of its assets,
which has helped the company
reduce its tax liabilities, insurance
premiums, and equipment purchasing costs. For this global information
and entertainment giant, FAS provides the flexibility it needs to manage far -flung assets in a fast -paced
environment. ■

Fixed Assets Software Providers_ _ _ _ _ _ _
Deltek Systems,Inc.
Costpoint
McLean, Va.
Tel. (800)456 -2009 www.deltek.com

MICRO VISION SOFTWARE
Fixed Assets Relief
Hauppauge, N.Y.
Tel. ( 800) 829 -7354 www.microvisioninc.com

American Fundware
FundwareOO
Denver, Colo.
Tel. 1800) 551 -4458 www.fundware.com

Design Data Systems
SOL TIME Financials and Distribution
Largo, Fla.
Tel. 1800) 655 -6598 www,designdatasys.com

Oracle Corporation
Oracle Assets
Redwood Shores, Calif.
Tel. (800) ORACLE 1 www.oracle.com

Apprise Software Inc.
Apprise e0 Financials
Somerville, N.J.
Tel. (908) 725.6000 www.apprisesi.com

Flagship Systems, Inc.
World Class Managerial Accounting
Dallas, Texas
Tel. (800) 582 -FLAG www.wn.com /biz/flagship

Orange Systems
ALCIE Financials
Clearwater. Fla.
Tel. (813) 571 -1606 www.alcie.com

Best Software, Inc.
FAS for Windows
Reston, Va.
Tel. (800) 368 -2405 www.bestprograms.com

Flexilnternational Software, Inc.
FlexiAssets
Shelton, Conn.
Tel. 1203) 925 -3040 www.flexi.com

PeopleSoft,Inc.
Financials
Pleasanton, Calif.
Tel. (510) 225 -3000 www.peoplesoft.com

BNA Software
Fixed Asset Management System
Washington, D.C.
Tel. (800) 372 -1033 www.bna.com

GBA Systems
FAMS
Colfax, N.C.
Tel. (800) 422 -3267 www.gbasys.com

Platinum Software Corp.
Platinum@O SOL
Irvine, Calif.
Tel. (800) 426 -0469 www.platsoft.com

CharterHouse Software Corp.
CharterHouse Fixed Assets System
Westlake Village, Calif.
Tel. (800) 767.7638 www.chsoft.com

GEAC
SmartStream Financials
Atlanta, Ga.
TeL (800) 290 -7374 www.smartstream.geac.com

PowerCery
INTERGY@
Tampa, Fla.
Tel. (813) 226 -2600 www.powercerv.com

CLR (Computer Language Research)
InSource® CS -Fixed Asset Management System
Carrollton, Texas
Tel. (800) FAST -TAX www.clr.com

GEAC VisionShift
VisionShiftT"I
Tampa, Fla.
Tel (813) 872.9990 www.visionshkgeac.com

RealWorld Corporation
Visual Accounting
Manchester, N.H.
Tel. (603) 641 -0200 www.rwcorp.com

CODA Incorporated
Coda - Assets
Manchester, N.H.
Tel. (603) 647 -9600 wvvw.coda- financials.com

Hyperion Software
Hyperion Financials
Stamford, Conn.
Tel (203) 703 -3000 www.hysoft.com

SBT Accounting Systems
VisionPoint 2000
San Rafael, Calif.
Tel. (800) 944.1000 www.sbt.com

Comprehensive Microsystems, Inc. (CMI)
THE SYSTEM
Safford, Ariz.
Tel. (800) 678.3658 www.thosystem.com

Infinium Software, Inc.
Infinium: Financial Management
Hyannis, Mass.
Tel. (508) 778 -2000 www.infinium.com

Scala North America, Inc.
SCALA
Maitland, Fla.
Tel. (888) SCALA 41 www.scala.se

Compu- Share, Inc.
Comptrol Accounting Suite
Lubbock,Texas
Tel. (800) 356 -6568 www.compu- share.com

J. D. Edwards & Company
One World
Denver, Colo.
Tel. (800) 727 -5333 www.jdedwards.com

Solomon Software
Solomon IV1 for Windows
Findlay, Ohio
Tel. (800) 476 -5666 www,solomon.com

Computer Associates International, Inc.
CA- Masterpiece8 /Net
Islandia, N.Y.
Tel. (800) 225 -5224 www.c.ai.com

Lawson Software
InsightTm Financial Management
Minneapolis, Minn.
Tel. (800) 477 -1357 www.lawson.com

SOL Financials
SOL Financials
Suwanee, Ga.
Tel. (770) 291 -3900 www.sqlfinancials.com

Computron Software, Inc.
Financials
Rutherford, N.J.
Tel. (201) 935 -3400 www.ctronsoft.com

Macola Software
Progression and Horizon Series
Marion, Ohio
Tel. (800) 468 -0834 wvvw.macola.com

State of the Art1 Software
MAS 90 for Windows
Irvine, Calif.
Tel. (800) 854 -3415 www.sota.coni

Comshare, Inc.
Commander Decision
Ann Arbor, Mich.
Tel. (800) 922 -7979 www.comshare.com

Maconomy NE Inc.
Job Cost
Marlborough, Mass.
Tel. (508) 460 -8337 www.maconomy.com

System Software Associates, Inc. (SSA)
BPCS Client/Server
Chicago, III.
Tel. (312) 258 -6000 vvww.ssax.com

Concepts Dynamic, Inc.
COI Financial Control System
Schaumburg, III.
Tel. (847) 397 -4400 www.conceptsdyn.com

Maxwell Business Systems
JAMIS
San Diego, Calif.
Tel. (800) 655 -2647 Www.SCubed,com /mbs/

Systems Union, Inc.
SunAccount
White Plains, N.Y.
Tel. (800) 542 -5420 www,systemsunion.com

Creative Solutions, Inc.
Depreciation Solution for Windows
Dexter, Mich.
Tel. ( 800) 968 -8900 www.csisolutions.com

MBA Software and Consulting Inc.
MBA Series 2 Fixed Assets
Mendota Heights, Minn.
Tel. (800) 431 -1416 www.mbasoft.com

Walker Interactive Systems
Tamaris C/S
San Francisco, Calif.
Tel. (800) PICK WALKER www.walker.com

Decision Support Technology
BASSETS Fixed Asset System
Ramsey, N.J.
Tel 1201) 934 -9259 www.bassetsl.coni

MCBA, Inc.
Quantum
Huntsville, Ala.
Tel. (888) 884 -MCBA (6222) www.mcba.com

m

m

Alpine Data, Inc.
ASSET /Pack
Montrose, Colo.
Tel. 1800) 525 -1040 www.alpine.data.com
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11ech Forum
Michael Castelluccio, Editor

JAYAnnsonTHERiGHT BREWFORTHEWEB
If you haven't seen the television ads,
you probably have read about Java in
other media. Variously described as a
programming language, a virtual machine that works on almost any kind
of computer, the lingua franca of the
World Wide Web, it was once even considered part of a mechanism (Star 7)
that would be the universal remote
control for all the small electronic devices in our digital future. A pretty impressive list for what essentially is
just an object - oriented programming
language. And, really, how exciting can
that be?
Computer programming languages,
actually, are very odd. They allow us
to boss around the most complicated
machines ever created in what must
be the dumbest human dialect ever
devised. The machine language understood by computers has only two characters (0 and 1) —the most common
first language for people (Chinese) has
40,000 characters. To make ourselves
understood by the machines, we must
dumb down what we say two levels.
First, we translate our instructions into a programming language, and then
those programmed instructions (source
language) are sent to a compiler or an
interpreter that translates lines like
"Amount = England.DoConversion
(Dollars)" into the stuttering machine
language of Os and 1s. At the machine
level our ABCs become 1100001 (a),
1100010 (b), and 1100011 (c).
Languages are native to certain
computer hardware and are, therefore,
tied to that hardware. The result is
platforms that can't talk to each oth60
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er —PCs don't speak Mac, and neither
understands UNIX, and so on. Java is
not like this. Instead of writing for
particular machines, Java code is written for the Java virtual machine,
which can exist in cyberspace, on the
browser, can be loaded on to almost
any machine, or even can be etched into the circuitry of any machine. The
way it works is the Java compiler
takes your source code (program or
applet) and generates bytecode instead
of machine code. Java bytecode looks
like machine code, but it is not specifically for a particular kind of processor.
To execute the program, you must
then run a bytecode interpreter (the
Java virtual machine), which executes
the program on any machine.
There are a number of reasons for
the revolutionary nature of the Java
language. We will look at three of
them.
The hairball, the network, and write
once software. If you have heard Scott
McNealy, chairman of Sun Microsystems, the company that created Java,
speak in the past year, it is likely that
you know what the hairball on your
desk is, why the network is the computer, and how Java creates universal
code.
Your PC has become a hairball because as the programs have grown in
size their bloat has required greater
memory, both in RAM and on disk and
drives, greater processing power, extended graphical support, and then
there are the networks. Plug in a CD
drive, sound card, and scanner, and

JAVA
look out —plop, there's a hairball on
your desk that will continue to grow,
and continue to cost you even more,
unless an entirely new direction is
taken.
Java offers a new direction. Consider a computer that is not loaded down
with programs and folders full of files.
Store all that stuff somewhere out on
the network, and spend your money on
the processor and the memory used to
run the programs, not the memory
used to store them. When you need to
edit some text or analyze some statistics, download only those functions of
the program and the specific files you
actually need —not the entire mass of
the program and an entire database.
After all, if you were changing the oil
in your car and you needed three tools
(one box wrench, one filter wrench,
and a funnel), how much sense would
it make to purchase a three -level
Sears mechanic's chest on wheels,
filled with several hundred tools in a
dozen drawers? If the 80/20 rule applies to your software (you normally
use only 20% of the entire tool set),
you overbought. Java programs are designed to be small, very portable (on
networks), and modular in nature.
Further, when it comes time to update
the programs you use, this step can be
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Earning Your CPE Credits
Can Be As Fast As Reading
MANAGEMENT ACCOUNTING
To earn CPE Credits, read the specified
articles in MAN AG EM ENT A c c oUN TING° . *
Complete the quarterly CPE self -study
quiz by answering the 50 multiple
choice questions, and return the
answer sheet for grading to the Institute. You will receive a Certificate of

Completion stating that you have
earned six recommended CPE Credits
in specified fields of study. You can
earn up to 24 hours of CPE Credits
each year for only $129.00, or six
hours of CPE Credits each quarter for
only $35.00.

To Order Call 1 -800- 638 -4427, ext. 278
For Information Call 1- 800- 638 -4427, ext. 213
'The North Carolina State Board of CPA Examiners does not accept CPE Credits for reading MANAGEMENT ACCOUNTING®
and taking a self -study quiz. However, regular self -study CPE Courses continue to be acceptable for CPAs to claim for credit.

Simply... Better.
BASSETS
Fixed Asset System
for Windows
4
BASSETS

• Windows & Windows 95
• Performance
• Ease of Use
• Data Import and Export
• Intelligent Data Entry
• General Ledger Interface
• Complete or Partial
Disposal and Transfer

For free, no obligation
full working demo, call:
Dec isio n Suppo rt Techno lo gy
41 Spruce Run, Ramsey, NJ 07446 • (201) 934 -9259 • Fax: (201) 327 -5525
Circle No. 24
done once on the version that resides
on the network.
A second column supporting the Java platform concerns the network itself —the idea that "the network is the
computer." This concept applies to
small networks (LANs, intranets) as
well as to the largest network, and
thus the largest computer, the Internet. This idea requires some significant adjustments. To create a network,
you need stations that can understand
each other. If there is no common language, there is no communication. In
the world of computing today, a variety of computing systems don't talk to
each other —Macs, PCs, and the varieties of UNIX just don't have anything
to do with each other. On the Internet,
however, there is agreement and standardization. Protocols were established, and the most successful piece
of software ever, the Netscape Navigator browser, began to link all kinds of
computers around the world.
"Write once, run anywhere" is one of
the mantras of Java software. The program is written once for all platforms.
Then it is compiled by the Java compiler into Java bytecode. The bytecode
works on any platform because the Java interpreter (Java virtual machine)
is the piece that is specific to the machine running the program. This additional level of interpretation does slow
the execution of the program, but it is
62
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part of the reason for Java's fit on the
World Wide Web.

EDMAN
INSTA-CNECIUm
SOFTWARE
LASERPRINTCHECKS
FROMANYACCOUNT
ONBLANKSTOCK,
ASNEEDED,
ATBIGSAVINGS!
Laser print customized checks from
multiple accounts in one step -forts,logos,
signatures, bank dataand MICR coding.
Greater security-no pre - printed
checks to be lost or stolen
Dramatically cut check processing time.
Use PCs or networks/seamless with
most popular accounting software.
Call1-600.624-6716today for details.
The HEDM AN, Com pa ny
OVER80YEARSLEADERSHIP
INCHECKPROTECTIONPRODUCTS

Circle No. 20

But is it toy software? Java applications first began to show up on the
Web as dancing logos, flaming type,
and blinking billboards. Even the
name of these programs was diminutive —apps, or applets. In the packet piecing and switching environment of
the Web, these small programs make
sense. They are the small solutions
that work best on the largest and
most complicated network (computer)
ever devised. It is a mistake to underestimate the power of small applications on a large network —a pen is a
small object also, but entire philosophies of state have been outlined, edited, and published on a few pages (couple of kilobytes) of script.
The initial objections to Java have
been that it executes too slowly, it is
immature, and that it lacks security.
Of course, the critics usually don't
mention the fact that Java is only two
years old. Improvements involving
just -in -time compilers, security patches, and the signing on of countless additional programmers are strengthening the language daily.
Two recent developments give
some idea of the potential of Java.
Visa International, Inc., announced
in August its plan to embed Java based computer chips in place of the
magnetic strips on their credit cards
beginning early next year. By 2001,
Visa hopes to have 200 million Java based cards in use around the world.
By then, Java will be a wizened six year -old. In late September, Thomas
Hoffman reported in Computerword
that the largest retail institution in
Latin America, Banco do Brasil, is
investing $1.8 billion in a network
initiative centered around moving its
banking applications to one Java based application. Nine hundred programmers will be trained in Java to
help rewrite 80 million lines of platform specific code into open Java
language for use on the Internet.
The intention is to provide customer
access from anywhere, no matter the
platform, while saving the bank
transaction and computer maintenance costs.
As to what will happen in the area
of Java -based business applications
elsewhere on the Web, it's anybody's
guess. But the Java language does look
like a very good idea, even though it is
just a programming language. ■
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1111ouncingthe
IMASmall-BusinessCouncil:
theone-stopresourceforallofyourresponsibilities.
IMA created Member Interest Groups to respond
to the special needs and interests of our members,
offering additional ways for members to communicate with and learn from each other —and stay
ahead of the enormous changes taking place in
management accounting. For several years now,
two MIGs have been going strong: the Controllers
Council and the Cost Management Group.
We are now introducing a third MIG: the
Small- Business Council.
The new group has been created specifically to
meet the needs of members who work in small or
closely -held businesses — members whose responsibilities are as diverse as creating incentive plans,
raising capital, setting credit policy, choosing insurance, managing the IT and HR functions, dealing
with owners, minority shareholders, outside accountants, bankers, brokers, investment managers,
insurance agents, and more.

The new Small - Business Council gives you a way to
reach out to colleagues in positions similar to yours
and get practical, hands -on information that will
help you make the decisions that will keep your
company growing and profitable.
For only $75 a year, your benefits include a monthly newsletter, exclusive open dialogues with other
members on the IMA Website, annual Membership
Directory, discounts on IMA educational programs,
and others now in planning.
To receive a free copy of the newsletter, Small Business Update, get more information, or join the
Small - Business Council, call 1 -800- 638 -4427, ext.
219, or e -mail to migs @imanet.org.
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IN F I N AN C I AL MAN AG E M E N T

RESEARCH
JulianFreedman,CMA,Editor
FARTRUSTEESSALUTEAWINNER

T rustees for IMA's Foundation for
Applied Research (FAR) for fiscal year
1997 -98 gathered to watch Marc Epstein (Price Waterhouse Visiting Professor at INSEAD), FAR researcher,
receive two coveted awards at the
1997 American Accounting Association
annual meeting in Dallas, August 1820, 1997. Epstein's book, Measuring
Corporate Environmental Performance:
Best Practices for Costing and Managing an Effective Environmental Strategy, won both the AICPA/AAA .Joint

Notable Contributions to Accounting
Literature Award and the Notable
Contributions to Management Accounting Literature Award, given by
the Management Accounting Section
of the AAA.
The former award is given to a
work that makes a notable contribution to accounting education, practice, and/or future accounting research. Other selection criteria
include uniqueness, originality, and
innovative content; extent and
breadth of potential interest; soundness and appropriateness of methodology; and clarity and organization of
exposition. The winner receives a
plaque and $5,000 prize.

FAR trustees pose with Marc Epstein, proud winner of two awards at the 1997
American Accounting Association's annual meeting. Pictured are (back row, left to
right) Mike Shields (Michigan State University), Hank Davis (Dodge/Rockwell), Paul
Danesi (Texas Instruments), FAR president Jim Horsch (Consumers Energy), Bob Miller
(Boeing); (front row) Gary Siegel (DePaul University), Epstein, and Don Christensen (JC
Penney).
E;4
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The latter award, specifically for a
contribution to management accounting literature, is based on:
■ Relevance to theory, practice,
or instruction of management accounting;
■ Broad appeal to those interested
in management accounting;
■ Originality, innovation, and potential contribution to knowledge;
■ Impact or potential impact on
other research.

CICCONTINUESUNDER
NEWAUSPICES

T he IMA has spun off its Continuous Improvement Center (CIC) to
AnswerThink Consulting Group, a
consulting and systems integration
company. CIC's primary focus will
continue to provide benchmarking
services and continuous improvement
workshops on best practices. Services
are being expanded globally, extending into purchasing, human resources, sales and marketing, and IT.
Babson College professors C. J. McNair, CMA, and John Shank will
support the workshops.
The first AnswerThink CIC workshop was held September 12 in
Chicago with representatives from
the following companies: Air Products
& Chemicals, Allied Signal,
Boehringer Ingelheim, Franklin Resources, Huls America, Hypertherm,
Ingersoll-Rand, McGraw -Hill, Minerals Technologies, Norrell Services,
and Visa International. The workshop
agenda included the following topics:
■ An overview discussion about the
risks and rewards of implementing client/server enterprise resource planning systems (ERP);
■ A review of the strengths and
challenges of the leading software
vendors;
■ The role of the business case and
the critical success factors for realizing the benefits of a reengineering project;
■ Timing of implementation vs.
reengineering;
■ Role of the Internet for the CFO;
■ Decision - support tools.
A white paper covering these topics will be issued to CIC members.

Vinnie Mirchandani, research director, applications of technology for
the Gartner Group, facilitated the
workshop. The discussion covered a
number of strategic planning assumptions having to do with the future relationship between enterprises
and software vendors, the types of
software and hardware that will be
used in the next five years, and how
software vendors will handle the
challenge of keeping technologically
current and abreast of best practices
implemented by market- leading
enterprises. There also was extensive
discussion around the importance of
balancing process and technology
changes.
CIC will hold a shared services
workshop on November 7 in New
York, which non -CIC members may
attend. In addition, AnswerThink is
launching an extensive Year 2000
(Y2K) benchmarking study.
The September 1997 issue of CIC
Exchange, CIC's newsletter, covers
client/server technology issues and
addresses arguments for reengineering and implementing packaged enterprise resource planning software
around processes and technology.
To learn more about the programs,
contact Rick Roth, CIC director, at
(770) 690 -9700, ext. 3010.

MANAGEMENT ACCOUNTING
PRACTICES
Terri Funk, CMA, CFM, Editor

SECMEETSWITNFRC

Itepresentatives of the Securities &
Exchange Commission (SEC) met
with MA's Financial Reporting Committee (FRC) at its September meeting in Washington, D.C. Michael Sutton, the chief accountant of the SEC,
reviewed current developments and
issues with the FRC and introduced
Jane Adams, the new deputy chief accountant, formerly with the AICPASutton discussed the new Independence Standards Board (ISB) created
with the AICPA to establish independence standards for auditors of public
companies, which, he stated, is absolutely critical to ensure investor
confidence. The SEC's existing authority for auditor independence will re-

IMAOffersERPWorkshops
SAP, PeopleSoft, Oracle, Baan, and 30 other software vendors are selling
today's hottest technology— client/server enterprise resource planning
(ERP) systems. Many Fortune 1,000 manufacturers already have bought a
single enterprise system to replace legacy financial, manufacturing, distribution, and human resource systems. Now mid -sized businesses have
the opportunity to select the same enterprise systems being used by the
Fortune 1,000.
How do you know if an enterprise system is right for your business?
Answering this question requires objective, up -to -date information. You
can get the answers at IMNs one -day briefings on "Planning an Enterprise Resource Planning (ERP) System" The workshop leader is Al
Enzweiler, who has been working with businesses evaluating and implementing enterprise systems since their introduction in 1992.
The workshops will take place in Atlanta, October 20, and in Washington, D.C,, November 12. Cost for members, $495; for nonmembers, $640.
For automated registration, phone: (800) 638 -4427, #, 4, 1. For a course
brochure, call Lorin Woolfe at (800) 638 -4427, ext. 302. ■
main intact, including its ability to
institute enforcement actions.
In reference to international accounting standards, the SEC continues to provide input on the development and review of international
accounting standards prepared by the
International Accounting Standards
Committee (IASC) as the IASC
strives to meet its self - imposed
March 1998 deadline. The SEC is a
member of the International Organization of Securities Commissions
(IOSCO), a worldwide cooperative effort among securities regulators,
which is awaiting IASC's completion
of its core standards project. The
SEC recently responded to the IASC
with an objection to some of the provisions in the IASC's recent exposure
draft, "Intangibles," objecting in particular to the prospect that in certain cases intangibles would not be
amortized. Current SEC information
can be obtained by visiting the SEC's
home page at http: /lwww.sec,gov.
Wendy Comes, executive director of
the Federal Accounting Standards
Advisory Board ( FASAB), spoke at
the FRC meeting as well. She explained that the creation of FASAB
came from the CFO Congressional
Act that requires audited financial
statements of federal executive agencies. Pending FASAB exposure drafts
include "Governmentwide Supplemen-

tary Stewardship Reporting Standards" and "Accounting for Internal
Use Software." Comes requested that
the FRC review and comment on
current and future FASAB matters.

FRCRESPONDSTOIASC
ONEMPLOYEEBENEFITS

T he FRC prepared a follow -up response to the International Accounting Standards Committee (IASC) on
the IASC exposure draft, "Employee
Benefits" (E54), as a result of the
findings in the July 1997 "Study of
the Potential Impact and Implementation Issues of E54" conducted by
Coopers & Lybrand. The FRC's concern is that the IASC's schedule may
not allow sufficient time for the
study's results to be evaluated. The
FRC requests that the IASC delay finalizing the standard until a proper
evaluation can be made.
The FRC will respond to the following five IASC exposure drafts.
■ "Interim Financial Reporting"
(E57) for comment by October 31,
1997. This standard prescribes the
principles for preparing and reporting information of an enterprise for less than a full financial
year in order that the information
be useful to a wide range of users
in making economic decisions.
OCTOBER 1997
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FAX (011) 44- 171 -353 -0562, or visit

Let PFP Tap Into The
Power Of Your Spreadsheet
Pro - formal for Professionals is a financial forecasting model created within a
spreadsheet environment to ensure maximum flexibility and provide a sense of
immediate familiarity. All formulas are included and accessible; all statements are fully
integrated; and all spreadsheet commands have been automated. The model is date ready for the year 2000. With PFP, you can work with confidence.
PFP includes automatic presentation - quality printing, multi-year forecasting and
instant 'what -ifs' loin the thousands of successful companies and accountants around
the world using PFP. Only Pro- formas for Professionals can give you the flexibility,
control, ease of use and power you need.

"The system is so buttoned up, you don't have to worry whether you changed
another section to reflect a change. You can be confident changes have rippled
through to the other statements."
— Duncan Morrison, CMA, Office Productivity
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(800)567-4500
www.pendock.com
■ "Discontinuing Operation s" (E58)
for com ment b y No vemb er 15,
1997. This stan dard estab lish es
princip les for rep orting in fo rm a-

tion about discontinuing operations, thereby enhancing the ability of users of financial statements
to make projections by segregating
the information from continuing
operations.
■ "Provisions, Contingent Liabilities,
and Contingent Assets" (E59) for
comment by November 15, 1997.
The objective of this standard is
to ensure that both provisions
and contingencies are recognized
and measured consistently and
that sufficient information is disclosed in the notes to the financial statements.
■ "Intangible Assets" (E60) for comment by November 15, 1997. This
standard prescribes the accounting
treatment for intangible assets
providing for recognition only if
certain criteria are met. The criteria are that it is probable that
(i6
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futu re economic benefits specifically attributable to the asset will
flo w to the enterprise and that
th e co st of the asset can be m easured reliably. The asset should
in itially be m easured at cost.
■ "Business Combinations" (E61) for
co mm ent by Novem ber 15, 1997.
Th is standard covers business
co mb ination situations for both an
acqu isition of one enterprise by
an o th er (a purchase) a nd the rare
situ ation of a uniting of interests
wh ere an acquirer cannot be identified (a pooling of interests). Acco un ting issues addressed include:
go od will determination and amortization (including negative goodwill), determination of the m inority in terest am ount, and the
related required disclosure.
If m em bers would like to respond

to the IASC directly, copies of the
IASC Exposure Drafts may be obtained from IASC, 167 Fleet Street,
London EC4A 2ES, United Kingdom;

their Web site at http: //www.iasc.org.uk.
Copies of the FRC comm ent letters
are available by request to Nora Altavilla, IMA, 10 Paragon Drive, Montvale, NJ 07645; Fax: (201) 573 -0639
and also are available on the IMA
Web site at http: / /www.imanet.org.

FRCREVIEWSFASBPROJECTS
he FRC has commented to the
T
Financial Accounting Standards
Board (FASB) on the special report,
"Issues Associated with the FASB
Project on Business Combinations."
Business combinations should be defined broadly in order to include nonprofit organizations, nonoperating
companies, and related parties and
should maintain focus on business
combinations rather than including
subjects such as intangibles other
than purchased intangibles arising
from the combination. Due to the favorable financial reporting outcome of
a combination treated as a pooling,
the FASB might look first to reduce
the differences in accounting outcomes between the purchase and
pooling methods. The FRC encourages
the FASB to closely review the research of other standard - setting organizations (including the current WC
project. The FASB should probably
not engage in a joint project as this
would likely take excessive time.
The FRC is involved with two
other FASB projects.
■ The FASB revisions to the exposure draft, "Accounting for Derivative Instruments and for Hedging
Activities." Comments are requested by October 14, 1997. The current revision incorporates the
FASB's consideration of recent responses, including responses by
the FRC and by Alan Greenspan,
chairman of the Board of Governors of the Federal Reserve System. The revised draft and related
letters can be obtained from the
FASB Web site, http: / /www.fasb.org.
■ A collaborative project of the AAA
and the FASB to determine the
characteristics of high - quality accounting standards. The FRC has
been asked for comments and also
to participate on a panel in
December. ■
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Linda Mitchusson, Editor

DISTANCELEARNING:
ERNST&YOUNG'SSATELLITETRAININGNETWORK
In 1994, Ernst & Young began to offer
continuing education to its employees
through a private satellite network. A
cost - and time - effective alternative educational delivery system was needed
to reach the firm's national workforce.
The emergence of broadcast quality
satellite networks at reasonable cost
made this distance learning strategy
an attractive option to the firm's traditional classroom format.
The firm's traditional classroom sessions are held live at regional sites.
Extensive travel time is required, and
both class time and travel time are
nonbillable. Travel costs to live classes
also are a major part of the average
cost per class participant. In contrast,
the satellite network almost eliminates
nonbillable travel time and travel
costs, and we all know time is money
in public accounting.

The vision. Bob Dean, director of Ernst
& Young's Professional and Organizational Development Group, is a strong
advocate of satellite network classes.
He believes that technology -based delivery systems can transfer knowledge
quickly to Ernst & Young's employees.
Dean feels that the satellite network
provides tremendous opportunities to
educate both internal staff and the
firm's clients. In fact, clients recently
participated in a banking industry update program.
The classes. The first satellite class in
1994 addressed derivative accounting,

a topic that needed to be deployed
quickly to Ernst & Young's workforce.
Now satellite classes are offered regularly and are a rapidly growing segment of the firm's continuing professional education. Sample topics are the
SALT Channel"', which is used to introduce state and local tax products;
Electronic Commerce: Fad or Reality;
Competing through Operations —
Beyond World Class; and accounting
pronouncement updates. The satellite
classes allow his group to rapidly design, develop, and deliver classes. Cycle time of 30 days for these classes is
possible.
The provider. The Interactive Distance
Training Network (IDTN), a subsidiary
of Westcott Communications, is the
satellite network service provider for
Ernst & Young's programs. It provides
the resources to plan, produce, and
transmit the programs. Its broadcast
studio in Dallas is used to produce the
programs that are presented by Ernst
& Young's instructors. Virtual panels
are possible by linking other speakers
outside the Dallas studio to a program
using a PictureTel video- conferencing
system.
The classes are broadcast live to
Ernst & Young's employees using a secured broadcast signal. The classes are
transmitted to Westcott's specially
equipped training rooms or to a handful of specially equipped Ernst &
Young offices. Between Westcott's public classrooms and Ernst & Young's of-

face sites, approximately 50 sites in
major metropolitan areas can be
served during each broadcast. About
1,700 students can access each class.
The classroom. Every classroom is
equipped with two 27" television monitors, satellite reception equipment, and
One Touch interactive response keypads for each student. The keypads are
equipped with microphones allowing
students to interact with the instructor
and students at other sites. Students
can signal the instructor with a call
button like raising your hand to ask a
question. The instructors can ask multiple choice questions to test students'
understanding of material or poll students for an impromptu response with
the flag function.
The classrooms seat 25 -40 students.
Because the class is transmitted to a
national audience, class times generally are scheduled between noon and
5 p.m. EST. Classes are structured as a
single session or a series. The cost per
student per session (usually three
hours) is around $250, and a videotape
of the session is provided for the firm's
internal use.
The instructors. Instructors are drawn
from several sources. Most classes are
taught by the firm's managers and
partners. Outside experts are called on
as well as university professors from
major universities such as the Harvard
Business School.
The future. Ernst & Young is committed to the satellite network classes and
continues to expand the number offered. The firm plans to invite clients
to more classes. It also is developing
ways to summarize completed classes
and present the content on the firm's
intranet to make the information
available firmwide.
IMA staff audited an E &Y session
and is discussing the possibility of using the E &Y delivery system to provide
council- sponsored local and regional
CPE.—Kristine Mayer Brands, CMA
Kristine Mayer Brands, CMA, is controller,
Berkeley Software Design, Inc. She is a member of the WA Committee on Academic Relations. She can be reached by phone, (719) 5939445; fax, (719) 598 -4238; or Internet,
brandsk@bsdi.com.
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Career op portu nity n ow available in the
financial reporting dep artment o f th is
entertain m en t in du stry conglom erate.
They are seeking an individual to be
responsible for corporate and monthly
management reporting. Can did ate will
maintain gen eral ledger and quarterly
reporting package, as well as han dle
special p ro jects. In ad ditio n, will assist
in implementing a new financial sy stem.
A minim um o f two years' experience
is required as well as en tertain men t
experience. Great benefits an d salary
to $50,000.

will

Progressive m an ufacturin g firm seeks a
profession al to h an d le fin an cial repo rting, cash forecasting, corporate tax work
and main tain th e fixed asset system.
Must have BS in Accounting, more than
three years of experien ce an d th e ability
to be "hands on" as well as assess the big
picture. Great opp ortunity to gain exposure in vario u s areas of th e corporate
be groomed
finance aren a. Position
for a key man agement role. Ben efits
include salary to $55,000.

STAFF WOUNTANTS
In this exciting p osition , y ou will rep ort
to the Assistant Con tro ller, assist with
month -end close, reconcile general ledger
accounts and record general led ger
entries for four su bsidiaries. In add ition,
you will m an age trade sho ws an d serve
as representative for phone and mail
order business. CMA is a plus. Excellent
growth potential and salary to $40,000.

Large multinational corporation seeks an
energetic in dividu al to fill th is staff
accounting position. Responsibilities will
include month -end close, financial statement preparation , consolidations and
reporting for all intern atio nal division s.
Ideal can d id ate will possess BS in
accountin g, at least on e year of ex perience, go od an alytical skills and be CPA
seeking. Salary to $38,000 plus benefits.

This major international construction
company, with offices throughout the
world, seeks a professional with more
th an four years' quality financial
accou nting experience and a CMA
designation. Duties include financial
rep ortin g preparation, international
conso lidations and foreign exchange
tran slation, financial analysis and special projects. Supervisory experience
required. Salary to $55,000 and benefits.

Rapidly growing real- estate investment
and management company seeks an
individual to create a tax de partm ent
and m anage all tax- related m atters for
its growing property base. This position
will also have risk - related responsibilities as the company grows. Exposure to
corporate insurance, treasury functions
an d cash forecasting/m anagem ent is
a definite plus. Must have good analytical skills. Great opportunity for growth.
Salary to $55,000 plus benefits.

$200 million international company
seeks an accounting professional to handle general ledger maintenance, fixed
assets and financial analysis at its corporate location. This candidate must be
a CPA with at least two years' experience. Departm ent size has doubled
over th e past year therefore offering an
excellent ground floor opportunity
fo r th e right person. Environment is a
fast - paced, growth- oriented culture.
Excellent communication and written
skills are a plus. Salary to $49,000 and
great benefits.

Fast - moving software developer is
seeking a financial leader. The right
candidate will have a financial and
operational controls background coupled with a proven track record in an
entrepreneurial environm ent. This
position will initially have hands -on
reporting responsibilities with a significant voice in m anagem ent direction. CMA is a plus. Com pensation
package includes salary to $60,000.

Fast - growing high -tech software
company seeks an individual who has
a minim um of 10 years' industry
experience and proven leadership
skills. Qualified candidates must
have a high -tech background along
with experience in taking a company
public. Salary is com mensurate with
experience.

Rapidly growing publishing and
trade show company seeks an
accounting professional. Position
requires the ability to work independently along with strong computer skills. Great ground floor
opportunity! Salary to $45,000 and
excellent benefits.

Beverage company is seeking an
analyst with a m anufacturing background. Must be familiar with com plex financials and diversified
accounts. Candidate must be familiar
with Excel and be multitask oriented.
This professional will have comprehensive experience in cost analysis,
inventory control and profit and
loss experience. This is a fast -paced
environm ent that offers growth
opportunity. Some travel is required
at month -end. Salary to $50,000 and
great benefits.

A Classified Section

Strong analytical and general accounting
skills are desired for this major international advertising organization. Duties
include financial statement preparation,
consolidation, budget and variance analysis. Excel or other spreadsheet experience
is a must, and candidate should be on a
CPA track. Benefits package includes a
salary to $40,000.

A challenging position is now available with a major manufacturing organization.
Candidate will be responsible for all areas of accounting including cost, monthly
reporting package and computer systems maintenance/enhancements. Will also
establish departmental goals and implement procedures to increase efficiency.
Requirements include a CMA with over eight years' public/private background.
Excellent career track and salary to $90,000.

Investment banking company is looking
for a CMA to join its derivatives team.
Responsibilities include preparation and
analysis of daily financial information,
serving as a liaison between trading, risk
control and preparation in other offices,
and performing ad hoc analysis and special
project work. Salary to $45,000 plus bonus.

International entertainment holding company seeks a professional with consolidation and SEC reporting experience. The ideal candidate will possess over seven
years' experience with an operational angle and interest. This position is being
groomed for advancement to CFO. Salary dependent upon experience.

Fortune 100 company seeks a dynamic,
career - oriented individual for this senior
accounting position. SEC, 10K and 10Q
exposure is helpful. Responsibilities will be
an equal mix of financial analysis, inter nal/external reporting and systems. Ideal
candidate will possess BS in Accounting/
Finance and at least two years' experience.
Looking for good interpersonal/communications skills and strong analytical ability.
CMA is desirable. Salary to $45,000 and
good benefits.
Great ground floor opportunity to join a
rapidly growing service organization. The
ideal candidate will have over two years'
experience and prior exposure to financial
reporting. High promotability to supervisory position with operational responsibilities. Salary to $45,000 and great benefits.

UQUISITIONSMANAGER
Multibillion dollar telecommunications
company is searching for a professional
with at least five years' Big 6 experience.
Qualified candidates must have a minimum of three years' experience in mergers
and acquisitions. This individual will manage the acquisitions department. Excellent
career path and benefits along with a
salary to $60,000.

This real estate development and management company seeks a Controller for its
asset management division. This professional should have a minimum of eight years'
experience in an asset management environment, and previous accounting and
reporting for investment portfolios is also required. Candidate should possess CMA
designation and the ability to supervise staff Salary to $80,000 and great benefits.
This position reports to the General Manager and Vice President of the company.
To stay ahead of the curve, this company closes books in a two -day period and allows
for a 11/2 week period to prepare other corporate reports. The right individual will
prepare and oversee day -to -day financial reporting, budgeting, sales tax and other
tax issues. Some travel is required. Salary to $65,000 plus benefits.
This established importer /exporter of agricultural products seeks an accounting
professional to handle all facets of accounting. This position will manage a staff of
10 accountants. Candidate will possess strong communications, analytical and written skills. MBA/CMA is a plus. Compensation package includes salary to $60,000.
If you are committed to professional improvement, this is the position for you.
Excellent people and technical skills are required as well as the ability to handle
multiple tasks and change directions quickly. Candidate will oversee all accounting
issues, direct staff in closings, perform general account/variance analysis and
review /develop /implement policies and procedures. A CPA is required for this position. Excellent benefits and salary to $65,000.
A national leather manufacturer seeks a high - energy dynamic individual to take on
the role of Controller for this multimillion dollar company. This professional will
oversee a staff of eight and be heavily involved in the day -to -day operations. Hands on payables, receivables, payroll and financial statements are a plus. CMA is a plus.
Good benefits and salary to $60,000.
To keep pace with its growth, this expanding company is seeking a "hands -on" professional with good cash control skills. You will supervise a staff of 7 -10 individuals,
prepare month -end financials, review and implement policies and procedures, and
study and improve cost controls. A degree and comprehensive background are
required; CMA is a plus. Salary to $70,000 and great benefits.
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Tired of
the Corporate
Rat Race?
Ifso, start yourownsuccessful
accountingpracticewithour
C.P.A. Program (ClientProcessing
and Acquisition) whichincludes:
• Guaranteed $80,000 in Billing
• Turn -KeyMarketingProgram
• Complete Technical Support
forClient Processing
• Accounting Software and
OtherEquipment Needs
Hundreds of References
Nationwide

CHARTER specializes in
the placement of Accounting
professionals nationwide.
Positions range from Cost
Acctg. Managers to CFOs.
Please call to discuss
current positions at:
800- 700 -0103.
Fax your resume to:
803 -635-7749
Visit our website at:
www.bfservs.com/charter/
charter.html

This year the race can start
without you! Contact:

Charter Career
Consultants, Inc.
P.O. Box 918
Winnsboro, SC 29180

sm

Our client companies
pay our Fees.

New Clients, Inc.

1 -800- 338 -0778
901 Route 168, Suite 106
Tumersvf11e, NJ 08012
http://www.newclientsinc.com

Gleim CMA/CFM
Review books
and software.
New 1997 -1998 Editions.
Emulates
computerized exam.
FREE DEMO DISK
CMA/CFM CPE available.
(800) 87 -GLEIM

AfterADofThese
YearsofEarning
YourWiusDon
YouThRit's
TimeYouLearned
lU'

.

Think ofusasyourflight instructor.Wecanhelpyoursolo
careertakewing.We'vebeenin
thebusinessofhelpingaccom,
rantsstart theirownbusinessfor
30yearssoit'snotsurprisingwe're
America's#1accountingfranchise.
We'llgiveyouthetaxexpertise,
thesystemsandthesupportyou
needtoget,andkeep,newclients.
Callusat1.800.3237292.We
havewhat it takestohelpyour
careertakeoff

RIE7

www.ICMS.net
Look us up.
ABM info.
Free.
Books • Articles
Case Studies • Toolkits
Software • Workshops
Coaching • Tip Sheets
Pilot Project Plans
Ask the Experts • Posters
Request free Proposals

Activity Based Costing
consultants for
major firm $100,000.
Nationwide locations.

ICMS, Inc.
Phone: 817- 633 -2873
Fax: 817 - 633 -3781
E -mail: abm@icros.net

Fax: (312) 755 -1405

Elizabethtown College anticipates an assistant or associate professor,
tenure -track position in cost/managerial accounting starting Fall 1998.
Applicants should hold a Ph.D. by Fall 1998, possess evidence of teaching excellence, be dedicated to students' professional development and
committed to scholarship. Teaching responsibilities would include managerial cost and non - profit accounting. CPA or CMA desired.
The Department of Business is accredited by the Association of Collegiate Business Schools and Programs (ACBSP) and offers baccalaureate degrees in Accounting, Business Administration, Economics, and
International Business, all within a liberal arts core curriculum.
Elizabethtown College, rated as one of the best northern liberal arts
institutions by U.S. New and World Report, offers its 1,525 students
(250 in the Department of Business) 38 major programs in traditional
liberal arts and professional fields. The Elizabethtown motto, "Educate
for Service," expresses the College's mission of linking the world of
work with the world of the spirit to advance the values of peace, justice
and human dignity. Located in Pennsylvania's historic Lancaster
County, Elizabethtown enjoys outstanding quality of life and easy
access to the major metropolitan areas of Philadelphia, Washington
and Baltimore.
To apply, send letter of application, res umd, and names and
contact information of three current references to:
Nancy E. Florey
Director of Human Resources
Elizabethtown College
One Alpha Drive
Elizabethtown, PA 17022

BUSINESSSERVICES'

Initial screening begins October 15, 1997.
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d a yt u m So ft ware is a leadi ng
provider of bud getin g, planning,
an d forecasti ng software solutions. We ar e at t h e forefront
of
technology an d

mu lt id imens io nal

modeling

h ave

d ramat i c

experien ced

OUTSTANDINGCAREER
OPPORTUNITIESWITH
MARKETLEADER

internation al growth i n the last few years.
Rapid expansion has creat ed a n u mb er of
opportunities for success dri ven individuals to
jo in ou r t eam t hat u nd ers t an ds wh at it takes t o
be t h e bes t. Po si t io ns are avai labl e t h ro ugh ou t
the United States.

ADAYTUM
,cnft►� � rrre

Sales Executives — Budgeting and Planning Software
up po rted b y an ou t st an d in g
i n t e r n a l s al es t e a m wh o
prequ alify and set up all meetings, you r rol e wi ll be to win
business from existing and new

accounts in targeted sectors
and regions.
You will have a successful
sales track record, ideally in
accounting /decision su p p o rt
so ft ware. In ad di ti on , you
mu s t be co mp et en t in t h e
us e o f a s pread sh eet /fin ancial
mod eli ng package an d h ave

a thorough understanding of
the management accounting
process.
Of grad u at e calibre, preferabl y wi th a d egree i n Fi nance,
you will b e a t eam p layer wi th
superb interpersonal skills and
will possess t h e high levels
of energy an d self - motivation
req u i red t o wo rk i n this fast paced, dynamic environment.
This is a uniq ue opportunity
to join a t al en t ed t eam o f ex ceptional individuals who are

commi tted to building "their"
co mp an y to n u mb e r on e in
the market. In return, you
wi ll be re wa r d e d wi t h a n
excellent salary an d benefits
pack age co mmen s u rat e wi th
experience.
To apply for this challenging
pos iti on of s al es ex ecu t i ve
(reference code: MAEXS0797),
p l e as e s e n d an up -to -date
resume includin g daytime telephone n u mb er an d sal ary
details to the address below.

BusinessModeling Consultants — Budgeting and Planning Software
h e p o s i t i o n wi l l co n s i s t

standing

primarily of on -site imple-

acco u nt i n g pri ncipl es an d a

T

men t ati o n , building mult idi-

of m a n a g e m e n t

s t ro n g mat h emat i cal b i as .

career ch an ge. Mus t be free to
travel Monday to Friday.
For f u r t h e r

i n f o r ma t i o n

mensi onal budgeting and p lan-

You may already be a consul-

n i n g mo d e l s t o sp eci fi cat io n

tant with a background in

business modeling consu ltant

as wel l as con d uct in g o n -s it e

Decision Support Software im-

(reference code: MACON0797),

software training.

ab o u t

this

o p p o r t u n i t y of

plementations or, alternatively,

sen d yo ur rd su md s tat in g yo ur

Id eal l y, you wil l b e a grad -

you ma y be a M a n a g e me n t

sal ary

uat e wi t h an i n -d ep t h u n d er-

Acco u nt an t l oo k in g t o mak e a

address below.

req u i remen t s

to

Adaytum Software ■ Attn: Susan Lindsay
740 Mississippi River Boulevard — Suite 23D ■ St. Paul, Minnesota 55116

We Invite You to Explore the Adaytum Web Site at www.adaytum.com

the

where you
Advertiser

Page RS #

ABCTechnologiesInc.
AuountantsonColl
AdaytumSoftware

1
29

Armstrong Laing, Inc.
Best Software, Inc.
BNASoftware
CFMProgram

13
25
21
49

CMAProggram
(omshore,Inc.
DecisionSupportTechnologyInc.

41
5
62

23

DesignDataSystems
FlaziInIernafional Software, Inc.

17
3

2
4

HeilmanCompany

62

20

ICMS,Inc.

7Q

IMA(PESelfStudyQuizProgram

61

IMAExecutive EducationPrograms

320

I AREAP
M
IMASelf-StudyPrograms
IMAMIGs/SmallBusinessCouncil
Lumbers
LongviewSolutions,Inc.
MalibuPublishing(o.
MaxwellBusinessSystems,Inc.

32o
31
63
34
(4
10
(3
27

MBASoftwareandConsulting
MicroMash

NewClients, Inc
PlanetCorporation
Padgett BusinessServices
PendockMallon Lid.

6
1
1

25
9

15

Y4

S

O

F

T

SSA is on a roll! With our revolutiona ry BPCS v.6
Client/Server applications —on the world's leading

hardware & database platforms —to the industrial

sector market and our software used in 70 countries
and 20 languages by clients ranging from single sites
to hundreds oflocations... See r yourselff!
Whether you're from the software industry, a
f
consulting
g
gr ator, or manufacturing
y stems inte4f
g i, sY
company...here's a terri fic career & income
opportunity to work with the very best people,
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. Based on aggressive sales & growth, we're
currently interviewing for.
Saks Managers Ik Sates Professionals
Outstanding track records in Software, ERP, or

sales experience withSSOOk-10mm contracts.
Pre -Sales Business consultants
Experienced, confident experts, from manufacturing or consulting environments, for presentations/
demonst
rationstoprospectiveclients' senior management and project teams. 3-5+ years experience
in Global Finanaal Systems
developmentand/or
,Matenals/MRP/Costi
imp3
le,

m .n 36rics/Distributxx,,

mentatxxt of packaged software, outstanding com
munications skills, pku extensive travel, are
required. MBA, CPA,CMA, CPIM,CIRMaplus.

a'>,pplicatioruCor siltana

client/Partner Relationships..Required experience

managing consulting organvabon/P &L at the Area

level, c1lemortstrated client nelaboruhip- buldirg stalls.

large-scaleERPimplementation/ pnolectmainagement

(globalexpEne,cep
Account Executives
High profile consulting executive with manage -

ment responsibility for client implementation/success/referenceability. Must. have proven business
knowledge /leadership skills in the industrial sec for /experience implementing ERP software in
mule -site environments. You II manage /grow
cl
ientrelationships, achieve high client satisfaction
while maintaining profitabili ty. Requires cumuli -
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F i na nc e , M a n u f a c t u r i n g & S u p p l y C h a i n E x p e r t s

resources & technologies!

Sapling Corporation

Walker Interactive Systems
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offering the most robust, powerful, and state-of--the-cut

RobertHalfInternationalInc.
RobertHalfMarketplace

StateoftheArt
SystemSoftwareAssociates, Inc.
SynexSystems(orporalion
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Major Corporate Clients 4Uorldwide...
Object Tec hnol ogy Leader s hi p. . .

ing practice management experience; strong relational, issue resolution, and executive presentatrol client
Lion
skillpar
s; abil
ty titoon
man
a /con
expecticiipa
rations;
in saes
acwities;
ability
to

8000+ implementations...
This is where you need to be...
Our salaries, bonuses, and commission structures can't
be beat!

Opportunities available at SSA offices in Atlanta,
Boston, Chicago, Dallas, Los Angeles, Minneapolis,
Montreal, San Fr anc isc o, Seattle, and To ro nt o.

manage multiple dients. Global experience pre.
ferred. Some travelrequired,

APPricatbn

atin Comukanrs
, Supply
Manufacturing,
Financial
ing and
experts with 3-5+
yearsChain,
consultand
/or

industry ex perience to provide ERP consulting/implementation su
for software set- up /opera-

Note: Retocatan typically not required. You can be
based at your home office. Additional opportunities
exist in Asia /PaciRc/7apon, Europe /Middle
East /Africa, and Latin America.

tion, client a station, and business/sottware
consulting. Requires expertise in financial analy-

For immediate consideration, forward your resume to:

expertise inbusiness requirement/process analy-

Norman Maskin
System Software Associates

sis and reporting, cost management, A/P, AIR,

etc.; manufacturing planning and execution
(MRP); or supply chain, distribution, customer
order entry process, pricing, etc. Demonstrated

sis, project management, education, and
client/user relations;
packs
ed software
impleexperience;
andgextensive
travel,
are

mentation

required. MBA CPA, CPIM, CIRM a plus.

500 W . Madison, Chic ago, IL 60661

Fax: 3124747375
E -mail: nmaskin@ssax.com
Web: http: / /www.ssax.com
The Best Way Forward

Equal opportunity employerm /f /d/v.

Advertising copy over 50 words is charged
at display advertising rates. Abbreviations,
ZIP codes, and phone numbers count as one

word each. All classified advertising must be
prepaid. Noncommissionable. Closing Date:
Deadline for copy is 21 days preceding month
of publication. Copy: All advertising must
be submitted in typewritten, double - spaced
form. No telephone orders accepted. Copy
may be faxed to Alice Schulman at (201) 573•
0639. Acceptance: Publisher reserves the
right to acc ept or reject advertisements
MANAGEMENT Acc oUNTI NO Classified,
Payments: Payment in U.S. funds must
accompany each order. Mail copy to
MANAGEMENT ACCOUNTING"', Attn: Alice Schul-
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F- O- R- T -U -N -E of Columbia ha s won the
National T op Office Produc tion Award for
15 consec utive yea rs. We Specialize in
Ma nu fa c t ur i ng A c c o u nt ing op p o rt u nit i e s
na tionwide . Current opportunitie s inc lude :

C o s t A c c o u nt a nt , S e ni o r
le ve l for C omputer cons ulting
firth. De termine projec t costs,
de ve lop opera ting budge ts ,
pe rform c os t ana lyse s. Re quire
M.A. / Accounting + one year
experienc e inc luding work
with C omputer a pplica tions .

• C o s t M a na ge r
a Fina nc ia l Ana lys t
a T a x a nd Audit

* CFO
• C ont rol le r
a VP Fina nc e
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man, 10 Paragon Drive, Montvale, NJ 076451760. Tel. 1 -800- 638 -4427, Ext. 280. Display
Classified: One- twelfth page 11 11/16" x 4 ")
is available at $822.
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PO Box 23728, Dept. MA ■ C olumbia , SC 29224
Phone (803) 788 -8877 ■ Fax (803) 788 -1509

resum e to :
Attn: C FO -BMD
125 Pac ifica,
Suite 220
Irvine , C A 92618

We b Site : httpJ /www. conterra. com/fortune

Ple a s e me ntion

Al l Fe es P ai d

Job Code: CFO /CA

What you want is
the most flexible project accounting system.
In today's project- driven business environment, if you can't manage information, you can't grow.
JAMIS® the Job Cost Accounting/Management Information System, puts you in control of your finana

-

cial information processing. A fully integrated suite of software modules
delivers instant access to all relevant

What you want is
JAMIS
.

project data throughout the enterprise. workflow accelerates.
Productivity soars. JAMIS is on
the job right now in companies of

all sizes - from small to Fortune 500 leaders like Lockheed, Raytheon and
Booz -Allen & Hamilton. If you want best -of -breed software solutions
with the functionality and flexibility you need to keep your business going
and growing, you want JAMIS. Get it now at 1- 800 -65- JAMIS.
JAMIS Is a suite of Integrated software
modules that maintains c omplete and
detailed Information for the entire life
of any c ontract.
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TE C H N O L O G I E S

Business Systems
http: / /www.jamis.com
Circle No. 22

The only truly integrated, multidimensional
decision support solution available.
Standard functionality includes
consolidation, budgeting, forecasting,
planning, reporting, and analysis — all
integrated into one application.
Khalix's fully integrated functionality
and built -in OLAP, EIS, financial
modeling and data warehouse capabilities
can help strategically position you for the
future. Call Longview for an on -site demo
to witness the power and speed of Khalix.

■

Many of today's leading companies
are counting on Khalix to provide them
with the competitive advantage they
need to succeed.
They realize that Khalix is the most
innovative and comprehensive corporate wide financial analysis solution available.
The client /server software is a nonintrusive, multi - dimensional, decision
support system specifically designed to
better analyze financial data in a dynamic
business environment.

L c m g %r i e w
Longview Solutions, Inc.
Valleybrooke Corporate Center • 301 Lindenwood Drive • Suite 300 • Malvern, PA 19.355
Tel: (610) 889 -9380 • Fax: (610) 889.2422
Circle No.
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Longview and Khalix are registered trademarks of Longview solutions, Inc.

