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Are you ready for
Activity -Based
Scorecarding?

Scorecarding

"Intelligent" Scorecarding
wit h Overrid e Wizard

3 keyquestionsyou need to askwhen considering Scorecarding:
• Should financial information feed into your Scorecard?

• IsyourGeneralLedger the bestsourceonwhichto make criticalmanagement decisions?
• Would your Scorecard be more meaningful if it was integrated with powerful
activity-based costing information?

ABC Technologies
ww •.ahetcch.coni
For complete information on the world's first integrated ABC /M and scorecarding solution:
Cal l 1. 800.939.8577 - Email info @abctech.com • Visit www.abctech.com

When it comes to your
company's cash management needs,
loin hands with an expert
Timing is everything, especially when managing your company's finances. As one of
the nation's top five cash management providers, Fleet has the solutions that allow
you to more effectively manage receivables and payables, improve account access and
processing, maximize returns and simplify operations. More importantly, our people
have the expertise to provide you with what you need, when you need it. So, if you're
looking for a financial partner to help improve your performance, it's time to call Fleet.
For more information, contact George Kerestly at 518-447 -5409.

Fleet
Global Services

Member FDIC Fleet is a registered mark of Fleet Financial Group, Inc. ©1999 Fleet Financial Group, Inc. All rights reserved.
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Go Beyond Budgeting with Adaytum e.Plannin9 TM
Everybody dreads budgeting. Months
of pain and nobody ever gets it right.
Adaytum offers the only real solution:
Web - enabled Adaytum e.Planning.
With e.Planning, you can reconcile topdown plans with bottom -up budgets.
With the click of a button, you can
deploy templates to employees worldwide, so the people who know can

enter information on user - friendly
screens, in terms they understand,
with no training required.
Adaytum e.Planning gives you the
flexibility to model business changes
and opportunities on- the -fly. Your
forecasts will be accurate, your results
will be predictable. Want a better way
to run your business planning process?

Call us or visit www.a&"um.co9 f t2
to schedule a demo or to receive
your free copy of AberdeenGroup's
Adaytum e.Planning white paper.
P A

ADAYTUM
LEADER IN BUSINESS
PLANNING APPLICAT IONS

2051�Killebrew�Drive,�Suite�400�•�Minneapolis,�MN�55425-1820�USA
Tel:�612�858�8585�•�Toll�Free:�800�262�4445�•�Fax:�612�858�8881 •�www.adaytum.com�/ep2
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Top Line

B y R i c hard M. Swanson, Publ i she r

Experienced Candidates Only
A HEADHUNTER FRIEND OF MINE RECENTLY TOLD ME THAT FINANCIAL EXECUTIVES
are the hottest searches in the recruiting business. Furthermore, the high demand is

Strategic Finance is indexed in the Accounting and

aggra vat ed b y t he f act t ha t c lient s in var ia bly ins is t o n spe cific e xp er ien ce r equ ir e-

tion and Learning (formerly LIMI), P0. Box 1346,

ments, such as: "has done an IPO," "heavy M &A experience," "high- tech," etc. The

Tax Index and is available via microform and /or
electronic databases from Bell & Howell InformaAnn Arbor, MI 48106.1346. For further information on format availability, contact UMI or check

problem is that there can't possibly be enough high -tech IPO- experienced CFOs out

UMI's website (umi.com).

there to meet the demands of all the companies trying to hire one. As a guy with a lot

contents of this Issue for use in courses of

of experience myself, I'd like to offer a radical proposition: Experience, for its own
sake, is high ly overra ted.

My "experience" is that the disadvantage a person has in doing a task for the first
time is insignificant and disappears quickly. For example, a CFO leading an IPO will

have plenty of expert help from his /her investment bankers and public accounting
firm. First time or fifth time, he /she would be crazy not to rely on these experts; the
technical skills are just too specialized. Need "contacts on the street "? You just whisper
the letters "IPO," and you will have more contacts than you can handle. Need to put
on "road shows "? First time or fifth, you will get all the help you need on the particu -

Permission is granted to reproduce any of the
instruction, so long as the source and IMNs copy
right are Indicated in any such reproductions.
written application must be made to the Editor for
permission to reproduce any of the contents of
this Issue for use in other than courses of instruc

tion—e.g.,�textbooks�and�books�of�readings�or
cases. Except as otherwise noted, the copyright

hasbeen transferred to the IMA for all items

appearing in this magazine. For those Items for
which the copyright has not been transferred, per mission to reproduce must be obtained directly
from the author or from the person or organization
given at the end of the article.
Quantity

reprintsof arry article

in

Strategic

lars of putting together a road show from those same investment bankers. What you

Finance or back Issues (subject to availability)

will need, personally, are strong presentation skills and a solid understanding of your

IMA, 10 Paragon Drive, Montvale, NJ 07645.1760.

company's strategies. These are not "experience" issues; they are "capabilities issues.

This brings me to the crux. The goal of a hiring manager is to assess a candidate's
capabilities (as well as "fit" within the chemistry of the organization). Experience is a

may be obtained from Circulation Department,
Views expressed herein are authors' and do

not represent

IMA policy unless so stated.

Publication of paid advertising and new product
and service information does not constitute an
endorsement by the IMA of the advertiser or the

useful indicator of capability; that's its true value. If a candidate's experience indicates

productorservice.

the ability to successfully manage complexity, lead change, and deliver results, he /she is

State Boards of Accountancy as a sponsor of con

a highly capable person. What the candidate specifically has done is not particularly

important. It's the capabilities he /she has demonstrated that counts.
If this is counter to your sensibilities, consider the following: Remember the last
time you switched jobs or got a promotion? You walked into your new office for the
first time and took on new responsibilities. You were "inexperienced" in the job. How
long did it take for you and all those around you to effectively forget that you were "the
new g
were all Y
guy"?
you ever needed to do the jo b .
Y A week? A month? Your capabilities
P
The next time you are facing a hiring manager who thinks you lack certain specific
experience, focus on your demonstrated capabilities and how they fit with those
required of the job. Don't let the interviewer get away with defining capabilities in
terms of specific experience, such as: "We need somebody who has done M &A work:'
Refocus them on the reality that M &A work requires solid analytical capability, high

Registered with the National Association of
tinuing professional education on the National

Registry of CPE Sponsors. State boards of
accountancy

havefinalauthorityontheaccept.

a n t e of individual courses. Complaints regarding
registered sponsors may be addressed to NASBA,

150 Fourth Avenue North, Suite 700, Nashville, TN
372132417, 615880 -4200. IMA is registered
with the North Carolina State Board of CPA

Examinersasasponsorof
continuing professional educe
Complaints or comments
regarding registered sponsors
maybe addressed to the North

CarolinaStateBoard of

CPE
� .

CPA Examiners, P0.

Box 12827, Raleigh, NC 276052827. The North
Carolina State Board of CPA Examiners does not
accept CPE Credit for reading Strategic Finance
and taking a self -study quiz. IMA Sponsor
Numbers: Arizona 275; Delaware CS93: Florida 1-

energy, the ability to be effective in teams, etc. Then point to situations in your back-

229; Illinois 1584=574; Indiana CE92000121;

ground where you have demonstrated those capabilities. Anyone who ever did any-

Maryland 265;New Jersey313;NewYorkB96-23;

thing did it once for the first time, and the capable ones succeeded. So can you. ■

North Carolina 82 -0158; Pennsylvania PX -037 -L;
Texas 28; Washington 00319; West Virginia 93090 and NASBA 103004. Qualified sponsor of
CPE for Individuals enrolled to practice before the

Rick Swanson can be contacted by e -mail at rswanson @fmanet.org.
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Y2K Resolutions

FIN ANC E E DITOR

by C.S. "Bud" Kulesza, CMA, CFM

Alan Levinsohn

As the new millennium approaches, many of us remain apprehen-

COP Y ED ITOR

sive about what will actually happen as the clock strikes midnight.

A R T D I R E C TO R

David Elman
Mary Zisk

At this hour of hours, uncertainty will become reality as we know
for sure what the impact on our lives will be of computer chips
and coding that hadn't been updated to meet the requirements

C I R C UL A TI O N

of this new age. While I am cautiouseration. While a number of our
members have eagerly responded,
ly optimistic about what will happen,
isn't it interesting how in this Age of
many have not! Much like the YX
challenges, the involvement and inTechnology it still comes down to the
human factor being responsible for
put of all will ensure our success.
the success or failure of the process.
Leaving the input for others adds risk
to the process and could lead to
We still rely on the human factor to
something being overlooked.
make certain that the technology we
The IMA stands ready to
have in place will work. We
meet the challenges of the
still need the active innew millennium. We are a
volvement and input of
mere mortals to make it
vibrant organization that
needs your involvement
happen.
Aren't you glad our huand support to ensure our
success. Providing your inman involvement and input is even easier than
put are still necessary? I
ever, from e-mail to snail
just hope we have all risen
mail to voice mail. As the
to the occasion and made
C.S. "BUD" KULESZA
new millennium approachcertain we contributed our
es, why not make a Y2K resolution to
individual best. My concern is that
some may have left this issue for othshow your interest in IMA — provide
your input, your "two cents.' What
ers to handle rather than taking an
active involvement themselves. Too
you have to say is important to us
and together we can make a differoften this can be the case. For examence in making IMA better than ever
ple, for over a year we have been askin the new millennium. We look foring members of the IMA for their inward to hearing from you in 2000.
put so we can make it the kind of orBest Wishes for a Happy New Year!
ganization we are proud to belong to
Bud Kulesza can be contacted by
and would readily recommend to
e -mail at bkulesza @imanet.org.
others for their membership consid8

P R O D UC TI O N
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It's more competitive than ever to recruit, hire
and retain key accounting and finance professionals.

AOC's 2000Salary Guide can help you determine
how your organization's compensation packages
compare to other employers within your region.
This year's Guide isbetter than ever —
we've expanded the number of geographic regions
and created variances for selected metropolitan
areas across North America to help you develop
a more accurate benchmark for your specific location.

Know where you stand request your 2000 Salary Guide right away!

MOM

accountants
on call
01999 Accountants On Call
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Careers

By Max Messmer, Editor

The Growing Role of Technology
Upgrading inefficient financial systems can increase a business's productivity dramatically, as can pursuing Internet -based initiatives that facilitate e- commerce
and streamline internal communications. Investing in new technologies requires a
staff that's willing and able to use these tools. Therefore, providing information
technology training is becoming a critical component of an accounting and
finance manager's job description.
A recent survey commissioned by our company placed
information technology (IT) expertise at the top of the
list of critical skills needed by today's accountants. More
than half of the chief financial officers (CFOs) polled said
IT training will be the first priority in professional development for their accounting staff in the next two years,
versus 22% who plan to invest in traditional financial
skills development.
While just a few years ago accountants with solid
spreadsheet skills were considered highly marketable,
companies today seek much more advanced abilities.
Knowledge of database software and networking applications is becoming increasingly valuable, and organizations are also seeking professionals who can participate
on interdepartmental teams addressing complex technology initiatives.
Accounting and finance professionals with direct IT
experience are guiding businesses through financial systems conversions and reengineering efforts by participating in areas ranging from evaluating software requirements and selecting vendors to redeveloping financial
reporting tools. They are also working side -by -side with
IT staff handling the implementation, both within the accounting department and company -wide. Advanced software enables controllers and finance managers to process
and analyze complex financial data rapidly and accurately. Yet some businesses have delayed critical systems up10
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grades because of estimated training costs. The "catch 22" is that the longer these initiatives are delayed, the
more extensive the upgrade will need to be, making staff
training an even greater challenge.
The same holds true of e- business initiatives. While
Internet -based applications can greatly enhance a firm's
competitiveness, they require a significant initial investment of time and resources. In another survey conducted
by our company, almost half (47 %) of the CFOs said
their firms offer access to products or services through
the Internet; the remaining half said they would conduct
more business online if only costs could be reduced and
internal staff had greater technical expertise.
Investing in training. Given the rapid pace of technological advancement. techni-

cal training is almost certain to bE
a key element of
many 2000 business plans.
Following are son
guidelines. If
training needs
aren't widespread, that is,
only a few key
managers re-

l

No matter how fast or how exten-

products include Financials, Distribution,

sively your organization expands or

Project Management, Payroll,

evolves, we'll help you keep up, with

Manufacturing, and E- Business, in

business and accounting applications

addition to complementary applications

that are customizable and easy to tailor,

provided by independent developers.

for a fast time -to- solution.

NO PROBLEM.
WE'RE FLEXIBLE.

Thanks to an industry- standard,
Microsoft' -based architecture, plus

So, if your company experiences a
sudden change, with a merger, or whatever, we'll help you turn on a dime.

expert services delivered through
certified value -added resellers and

0

consultants, Solomon business software
can be quickly customized for your
environment, seamlessly integrated into
your existing system, and easily adapted

So l o m o n & + l t —
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over time as your needs change to pro-

Flexibility to get you there. Faster..
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quire skills enhancement, encourage
enrollment in software and computer- related courses available
through university extension programs or local training centers.
Consider tuition reimbursement for
continuing education. Take advantage of free or low -cost training offered by software vendors.
The move toward Internet -based
delivery is significantly reducing
training costs. If your company has
an employee intranet, consider interactive, online tutorials. Ask software and hardware suppliers if this
is an option, or contract with an
outside training firm to provide
electronic access to skills enhancement. Promote involvement in professional associations as a way to
learn more about technology. For
example, the IMA offers significant

educational opportunities, including the Certified Management
Accountant (CMA) and the
Certified in Financial Management
(CFM) designations, both of which
address current use of technology.
As an added benefit, networking
with colleagues can help you uncover fresh solutions to challenges in
implementing new technologies.
Bring in a consultant to assist with
financial systems conversions or ecommerce initiatives. He or she can
transfer knowledge to internal staff
throughout the implementation
process. You can also request that
formal training be provided once
the new system is in place. Develop
a technology -based mentoring program. Pair employees with less technical expertise with those possessing stronger skills. Consider spot

Financial Forecasts
& Budgets
PFP Prov ides The Fl exibi li ty, Power
and P res ent at i on Q ual i t y N eeded
To Tame Your T oughest Proj ec ts
Pro- formas for Professionals is a
flexible, fully - integrated, easy -to -use
model, designed to help you prepare
complete financial forecasts and
budgets within a very short
timeframe.
Runs in Fxcel. All formulas are included
and all commands have been automated
Free telephone support — forever.

P

The financial
forecasting model
r r

r

"The release of PFP Plus
keeps this venerable model
on the leading edge"
— The Bottom Line

New Version Now Available

PFPStd. $399
PFPPlus $599

Income
Cost of

Balance Sheets
Ratio Analysis

Overhead Schedule
Overhead Analysis

Seles Analysis
Cash Flow Schedule

Pendock Mallorn ltd.
245 8th Ave., #340. NY 10011

(800)567 -4500
www.pendock.com
12
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Changes in
Financial Position

Consolidations
Fixed Asset Budget

Bank Credit Line
Letters of Credit

Variance Analysis
Business Valuations

Disc(
Cash

bonuses or paid days off for completion of advanced technology
training. Brown bag lunch sessions
with internal and external "tech experts" can also pique staff interest
in technology issues. Promote collaboration between your staff and
the IT department on technology
initiatives.
Maintaining productivity during
training. One of the challenges of
pursuing staff training is coping
with initial productivity losses as
employees get up to speed with
new technologies. Rotational training schedules can help, particularly
during a major systems conversion.
For example, a percentage of your
staff could attend training classes
while new workstations are being
installed at their desks. When the
first group completes its training,
another group participates while its
computers are installed. When all
staff members have concluded the
first round of training, advanced
instruction can then be scheduled
at times that don't conflict with existing projects and deadlines.
With any major transition to a
new technology, training becomes
just as important as selecting and
installing the product or application itself. As more firms use increasingly sophisticated software
to exchange financial information
internally and externally, demand
for strong IT skills will continue
to escalate. Therefore, investing
now in technical skills enhancement for your staff can translate
into substantial benefits for you
and your department over the
longterm. ■
Max Messmer is chairman and CEO of
Robert Half International Inc., parent
company of Robert Half, Accountemps,
and RHI Management Resources.

By Bob Gunn, Editor

Best Practices

Ambiguity
to have ready answers to such urgently posed questions
as, `Are we going to make the quarter ?" "What were our
sales yesterday ?" or "How much is it costing us to make
that product ?" And they are expected to answer such
questions in an unambiguous manner with concrete
numbers. The phrase, "an ambiguous accountant,"seems to be a contradiction in

let their imaginations invent different possibilities and fill
their minds with doubt and fear.
In such circumstances, the good news is that change is
happening; the bad news is that people are being distracted by the quality of their own thinking. Either way, it's a
signal for leaders to step forward and calm people's
thoughts by helping them focus on the present, on what is actually happening right

terms.
But generally the right answer to questions like these is, "It depends:' It depends
on the future, on the assumptions we
make, in the interpretation of accounting
policies, in the stance taken toward regulatory
compliance, and so on. Numbers are only a
representation of reality— something every
accountant knows but few line managers
understand.
For most people the word "ambiguous" suggests uncertainty, equivocation, and doubt —a
situation that is obscure, an outcome that is indistinct. When things are "muddy," people are apt to feel
off - balance or experience an inner turmoil that makes it
hard to perform effectively. Haven't we all been here? The
phrase "analysis paralysis" was probably coined under
these very circumstances.
But suppose for a moment that ambiguity can serve a
useful purpose. What might that purpose be? In many instances, it's a warning flag alerting us that something is
amiss.
Sometimes when a significant change is under way, you
can sense the feelings of ambiguity. Some people are
clinging to the past; others are worrying about the future.
They all know the future will be different from what they
have known, but they don't know how different. So they

A sense of ambiguity can also warn
managers that they are focusing too
much on day -to -day details and too little
on the fundamentals of the business. Reports are stacked on reports. Detailed analysis is followed by analysis of the analysis. Yet,
despite accuracy to the decimal point, the
prized answer remains elusive. At times
like this, it's important to remember that
clarity is not gained by a microscopic examination of the surface of things but by seeking to
understand the underlying causes.
1 0 M V '
Sometimes, ambiguous behavior arises
when changes are clearly needed but not yet acknowledged. Meetings can take on an "Alice in Wonderland"
sense of absurdity when people hear statements that reflect profound differences and then simply ignore the
contradictions. Two plus two is said to equal five, and no
one raises an objection or even makes a joke about it.
The most innocent explanation of such absurdities is
that the managers are so caught up in their individual realities that no one is checking to see if the whole equals
the sum of the parts. Equivocation like this is usually rooted in poorly formed questions, not incompetence or egotism. Good decisions come from well- formed questions.

FINANCE AND ACCOUNTING PEOPLE ARE EXPECTED

I
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So, when the room becomes
choked with ambiguity, it's time for
someone to stand up and start posing the right questions.
Equivocation about decisions is
more than looking through muddy
water; it's like trying to walk through
mud. It's this indecision that generates a feeling of ambiguity, not to
mention a boatload of analytic work
for the finance staff.
In situations like these, it's important to remember that it's the way
we think about external circumstances that creates ambiguity and
not the external circumstances
themselves. For example, it isn't
change that produces feelings of uncertainty, but rather memory and
imagination having a party in one's
brain. Details aren't distracting in
themselves, but they become so
when they absorb one's thinking and
the forest is hidden by the trees. Seeing that adjustments need to be
made isn't difficult except when one
is too distracted to pay attention to
what is happening at that moment.
And decisions are not frightening in
themselves except when one is too
fearful or worried to think clearly.
In fact, when managers are achieving major change, concentrating on
the fundamentals, prompting timely
adjustments, and making the right
decisions, their minds are clear and
their thoughts are calm. Clear thinking leaves no place for ambiguity.
If ambiguity has a useful purpose,
it's as a reminder. The feeling warns
us to stop hanging onto the past or
being absorbed in the future. It reminds us to step back from the
problem and look at things more
deeply. Or it tells us to quiet our
minds so that things can appear as
they really are. Finally, it is a quiet
voice inside telling us to put our
fears aside so that we can make the
14
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right decision with assurance and
conviction.
For the finance and accounting
staff, ambiguity may be the number
one driver of unnecessary work.
Think about all of the times you
have had to endlessly project future
outcomes, generate reports with
mind - numbing detail, respond after
the damage had already been done,
or provide the rationalization for an
ill- considered decision.
In such circumstances, finance
professionals should see ambiguity
for what it is ... thought gone awry.
You should recognize that these feelings are clues to unresolved situations, clues that can point you to
problems before they get out of
hand. When things look muddy, it
takes only a moment to ask the
question, "What's going on ?" and get
a clear insight that can lead to an effective intervention.
For example, if you are being asked
to produce all sorts of analyses on detailed data, the question to ask might
be: "What discomfort or anxiety is
causing my manager to ask for all this
data ?" Until you have had a face -toface conversation with the key players,
you will want to assume nothing. By
not jumping to conclusions, you are
free to probe, inquire, and, most critically, listen with an open mind that is
free from preconceived answers.

Or we'll refund your purchase price *I
Get the on- demand computerized review for the
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Order it. Complete it. Pass the very next time.
Or we'll refund your purchase price!
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01W 8 M- MicmMach. Inc. Registered trademark•:
Mi_Mesh.M - M. h. I. . All "her trademar ks are r nr
prapeny of thei r ns ,-Ni

-p- w,

Such open - minded inquiry enables
you to get to the heart of the matter.
Toyota is famous for its rule to "Ask
Why Five Times" in order to get to
the bottom of a fuzzy situation or
problem. Try it! You will be shocked
at how quickly you can get to the bottom of the murkiest situation.
When you see people reacting to
ambiguity by throwing themselves at
whatever seems to be causing the
problem, that's the time to step back,
slow down, and explore the situation
quietly. This clears your mind and
lets you see things as they really are.
Uncertainty and doubt can overtake any of us from time to time.
The finance professional knows this
from personal experience. But these
thoughts pass, often when you simply acknowledge them with warmth
and understanding. So, when you see
your line counterpart struggling
with feelings of ambiguity, that's the
time to be the consummate business
partner and offer a helping hand.
Ambiguity is created by our
thoughts and not by circumstance or
events outside of us. As such, it
holds no power over our decisions
and actions unless we dwell on it
and keep it alive. When we sense it
in ourselves or in others, it's a reminder that something may be unresolved and needs attention.
It tells us to look inside ourselves,
observe the quality of our thoughts,
and then consciously choose to clear
our thinking and address the issue at
hand. The moment we clear our
minds, life becomes more interesting,
and ambiguity fades to resolution. ■
Bob Gunn leads Gunn Partners, a 50person consulting firm that helps Fortune
500 companies improve the relevance,
value, and productivity ofstaff functions.
You can call Bob at (617) 747 -5010 or email him at bgunn@gunnpartners.com.
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Taxes

Anthony P. Curatola, Editor

Roth IRAs: Recharacterized and
Reconverted Part 1
IT WAS ONLY ONE YEAR AGO WHEN TAXPAYERS AND

tax advisors were wrestling with the decision to maintain
an existing IRA or convert it into a Roth IRA. The decision became more complex when some taxpayers learned
that they weren't eligible to make a conversion even
though they had already converted. Likewise, other taxpayers made a conversion and thereafter learned that the
stock market had dropped a bit; their converted (and
therefore taxable) investments were now worth less than
their current value. The solution was to recharacterize
them back to a regular IRA. But the story doesn't end
here. Let's look at the applicable rules to recharacterize
and subsequently reconvert for 1999 and 2000.
Recharacterization. An excess contribution results when
a taxpayer makes a contribution to his or her Roth IRA
and learns that he or she isn't eligible to make a cc
tribution. Why? The most likely reason is that the
taxpayer's Modified Adjusted Gross Income
(MAGI) amount exceeds the M A G I limit. Taxpayers with mutual funds could easily find themselves in this situation because fund distributions
generally occur late in the tax year.
In such cases, the taxpayer can correct the situal
transferring the excess contribution amount and c
ings back to the regular IRA. A trustee -totrustee transfer from the Roth IRA to the regular IRA is required. As a result, the taxpayer
treats the contribution as being made to the regular IRA
and not the Roth IRA; it is recharacterized. See, for example, Prop. Reg. 1.408A -5, Q &A -1.
Under a recharacterized contribution, the earned income transferred from the Roth IRA to the regular IRA is
treated as being earned by the regular IRA. Thus, it isn't
included in gross income, and it isn't subject to the early
16
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distribution excise tax. It's as if the initial contribution to
the Roth IRA never occurred.
IRS Announcement 99 -104 resets the clock for a person to recharacterize a 1998 IRA contribution to December 31, 1999. Section 1.408A -5, Q&A -6 states that to
recharacterize an amount the taxpayer must notify the
Roth IRA trustee of his or her intent to recharacterize the
amount, provide both trustees with sufficient information to effect the recharacterization transfer, and transfer
the amount in a timely manner.
A timely made recharacterization of a 1998 IRA contribution, including an ineligible Roth IRA conversion, requires three events. First, the recharacterization must occur on or before December 31, 1999. Second, the taxpayer
has to have timely filed his or her
income tax return. Fially, an amended 1998
!turn must be filed if
the previously
filed return doesn't
properly reflect the
!characterization.
econversion. Once a
person has recharacterized a converted
Roth IRA amount,
the opportunity exists to reconvert the
amount back into a Roth IRA. This situation allows the
person to ratchet down the taxable amount of the transferred assets for protection against possible drops in the
stock market. The rules for reconversion depend on
whether it takes place before the year 2000 or after 1999.
Since the clock is running, the before 2000 rules are
continued on page 75
looked at in this tax column.
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TMA Becomes AFP I

Kathy Williams, Editor

EARNCPE FREE

THE TREASURY MANAGEMENT ASSOCIATION HAS CHANGED ITS NAME TO THE

Discover how e- business

Association for Financial Professionals, recognizing that the role of financial professionals
has expanded to encompass information technology and mergers and acquisitions as well
as cash management. AFP Chairman Robert J. Simmons explains: "The role of today's
financial professional has evolved far beyond cash management to include analysis of
enterprise -wide risk, corporate finance, and information technology. More than just
changing our name, we are offering products and services to our members to serve those
needs."

solutions enable you to
increase your organization's competitiveness
by expanding markets,
improving efficiencies,
and retaining customers. Register today,

AFP was founded in 1979 as the National Corporate Cash Management Association

and participate in an

and became TMA in 1991. Earlier this year it merged with the End -Users of Derivatives

ongoing series of Inter-

Association. Its members seek the certified cash manager or CCM designation, which has

net seminars presented

set the standards for professionals in the cash management and treasury industry. The

by Oracle Corporation.

association's new web address is www.AFPonline.org.

Brought to you by IMA
a n d Strategic Finance

D &T Focuses on Revenue Assurance

magazine, the following

A recently released Deloitte & Touche report, The First Revenue Assurance Study,delineates
the gap between knowledge of revenue leakage and revenue assurance action. Revenue
assurance, though an old concept, continues to increase in importance with the rise in
complexity of telecommunications companies' revenue streams. According to the report,
the revenue leakage that results from the lack of proper billing and service infrastructures
for new products may be far greater than many executives think. The senior -level executives who responded to the survey hold titles such as president, vice president, chief operating officer, chief financial officer, and chief information officer. Of those who participat-

seminars will earn you

ed in the survey, 73% either experienced or possibly experienced leakage, yet 56% spent
less than half of one percent on revenue assurance (see figure).
Sandy Pundmann, a

Deloitte & Touche Communications Industry practice part ner, feels that "the industry
[has not] paid enough attention to the fact that leakage

one free CPE credit per
seminar:
• Strategic Finance in
the Internet Age
• Oracle Applications:
Enabling E- Business
• The Internet Changes
Business Travel

Less than 0.5%

• Internet Supply Chain

Information not available
0. 5% -1%

You never have to

1%-2%

leave your desk. To reg-

More than 4%

ister or to get additional

compounds through the revenue stream." A full 33% of respondents didn't know the

information, visit

extent of their losses, and most think that leakage is an unavoidable business cost. Test

Oracle's website at

procedures, such as test calling, often are inadequate because they are neither comprehen-

http: / /www.oracle.

sive nor consistent enough to highlight all the leakage. Live test calls, Pundmann believes,

com /applications and
click on Internet

require better analysis of timing to increase billing accuracy.
Although most companies had reviewed their revenue

c on t i nue d on pa ge 75
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Ethical Behavior Puts
MA Member at Risk :

Curtis C. Verschoor, Editor

THIS CASE STUDY IS ADAPTED FROM A REAL -WORLD

incident reported to the IMA Ethics Hotline. Of course,
the names and selected facts have been changed to maintain confidentiality.
Jeff A. is a long -time member of IMA. In fact, he has
been a member for more than 20 years, almost as long as
he has been employed at the B -T Company, where he is
the chief accounting officer, reporting to the V.P. of
Finance and CFO. B -T is a publicly held
manufacturer traded on NASDAQ with a
February 28 fiscal year.
Jeff's disagreements with management
about proper accounting and reporting
began in 1995,when company funds were
used to pay the costs of a lawsuit settlement
against a separate Company X. But Company X is totally owned by various senior officers of B -T. There are no significant business dealings between B -T and X. The settlement amount paid represented about 4%
of B -T's operating income, and Jeff thought
it should have been capitalized and recovered from Company X. Instead, it was expensed with the acquiescence of
B -T's outside legal counsel. This expense was also claimed
by B -T as a deductible expense for tax purposes in its fiscal 1996 tax return but wasn't reported as compensation
to the B -T officers who own X. The B -T external auditors
considered the amount "immaterial" and expressed a
clean opinion.
Later in 1996,Jeff brought this situation to the attention of B -T's sole outside director, and a subsequent
determination was made that this amount, plus interest,
should be repaid by Company X. Shortly thereafter, this
director decided to resign from the board. At about the
same time, the audit partner of B -T's external audit firm
joined B -T as its CFO and V.P. of Finance. A note was
executed, and when monthly payments were received,
they were included in income.
Jeff wasn't only disturbed about the lack of specific
board approval for the payment but also the failure to
18
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report the amount as compensation to income tax
authorities as well as the shareholders. Jeff felt that this
was taxable income and as a related party transaction was
a material fact which should have been disclosed in the
firm's proxy or financial statements.
Payments were received regularly at first but ceased
toward the end of 1997 when Jeff again verbally expressed
concern that company funds had been diverted for the
benefit of management, who were the owners of Company X. He subsequently followed the advice contained in the IMA
Standards of Ethical Conduct and sent a
formal memorandum to his superior
requesting him to ask the new audit committee chairperson whether the debt had
been forgiven so compensation could be
recognized.
Hearing nothing, in 1999 Jeff sent a certified mail notice of his concerns with the
accounting for the transaction to each
member of the B -T board of directors. He
specifically referred to an IMA Standards section dealing
with resolution of ethical conflict. He also enclosed a
newspaper clipping about a civil suit headlined "SEC
Warns Boards Fraud by Managers Must Be Disclosed."
The article pointed out that the SEC believes corporate
boards should pay close attention to their disclosure
responsibilities. Jeff also enclosed a short treatise from the
company's legal firm on the subject of director liability.
This stated that the business judgment rule will protect
directors so long as they exercise honest judgment on a
fully informed basis and act reasonably in the best interest of the corporation and its shareholders.
So far, Jeff has had no response from his notice to
board members. But his relationships with his superior
seem to be less friendly than before.
Questions:
1. Do you think Jeff acted fully in accordance with the
IMA Standards of Ethical Conduct? Would you have
c o nt i n u ed o n p ag e
done anything differently?
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New Rules for Audit Committees

Stephen Barlas, Editor

the books." The SEC is taking pains to

bers of some audit committees may be

point out that the proposal doesn't

chary about getting too deep into

porate financial reporting with a

require the audit committee to have

financial records and having to report

recent proposal focusing on audit

these discussions but simply to say

in writing of their grilling of corporate

committees. A key element of the

whether they took place. The implica-

officials for fear of later being subject

proposal would require an audit com-

tion is that if the audit committee

to legal liability if the books turn out

mittee to disclose in the annual

didn't grill the inside and outside

to be erroneous. The SEC says, howev-

SEC CHAIRMAN ARTHUR LEVITT, JR.
keeps turning up the pressure on cor-

report whether it discussed the

auditors, the financial statement may

er, that the more knowledgeable the

"books" with company management

not be as trustworthy as it would have

audit committee becomes, the more

and the independent auditors and

been otherwise. Moreover, failure to

legal protection it will get under what's

whether it received notification from

have those discussions may hold the

called the "business judgment rule."

the auditors confirming their "inde-

audit committee up to ridicule be-

pendence." Essentially, Levitt wants
the audit committee to say: "We were

cause it would be saying, in effect,
"Yes, we were asleep at the wheel."

vision requiring a company to have
its independent auditor review, but

The SEC acknowledges that mem-

not audit,

continued on page 75
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paying attention to the preparation of

This proposed rule also has a pro-

Bullseye!
9 MANAGEMENT BY MEASUREMENT IS

and identify those integral to their business.

widely praised yet is rarely implemented in a

Measurement should focus on these key areas.

disciplined approach. For William Schiemann
and John Lingle, the authors of Bullseye!Hitting
Your Strategic Targets Through High-Impact
Measurement, the technique is not only worth-

BULLSEYE!'
0
Hitting Your Strategic Targets
Through High-Impact
Measurement

while but also necessary to stay competitive.
They cite original research that states that companies managed by measurement outperform

The authors contend that a systematic process is the best way to implement management by measurement; their four -phase process, documented in a case study, takes up the
bulk of the book. For each phase they take

wwgmAsdwsmaa n
John H. Lklo

the average less disciplined firm's three year

readers through the requirements, or "gates,"
necessary for its successful completion and provide real -world examples of both successes

return on investment by 35 percentage points. Given this

and failures. Their implementation starts with the defini-

advantage, the authors, both employees at the New Jer-

tion of a strategic business model and moves on to the

sey -based Metrus Group, a consulting and research firm,

design measures necessary for support. The integration of

depict in detail the problems and solutions of implement-

both model and measures into the organization follows,

ing mana geme nt by measu reme nt.

and the embedding of the measures into the organiza-

They begin by illustrating incorrect management by
measurement. Many organizations monitor the wrong

tion's leadership processes finishes the implementation.
To eliminate any remaining roadblocks to effective

measures or cant agree on which measures to optimize,

managemen t by mea surement , the book, publ ished by

resulting in decreased efficiency. Schiemann and Lingle

The Free Press, a division of Simon & Schuster, concludes

stress that companies using management need to

with seven measurement myths. These assumptions,

remember the six performance areas — market, financial,

when left unchecked, can cripple an otherwise healthy

people, operations, environment, and partners /supplies—

measurement implementation. ■
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How Can I Help You?
BY

NANCY

J.

FORAN,

CPA

I

WHAT IF YOU ANSWERED THE PHONE

and it was the

Internal Revenue Service (IRS) wanting to see if you

20

or g a niza ti on c hang e s

had any questions about your tax return? Wouldn't you be

really tra nslate to

surprised if they called back on April 15 to see if they could

`service with a smile'

fix your dinner or help to make your life easier? If a week

for taxpayers?

later, a gift certificate to your favorite restaurant arrived from
I

Will the

the IRS to thank you for getting your tax return in on time?
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Well, the IRS hasn't gone that far,
but the Internal Revenue Service
Restructuring and Reform Act of
1998 (RRA 98) will dramatically
change it. The move toward improving the IRS started in 1995 when
Congress established the National
Commission on Restructuring the
IRS (Commission) in response to
concerns about the operation, efficiency, responsiveness, and accountability of the IRS. Although RRA 98
consists of many independent segments, three translate into major
changes for the agency: a new mission and organizational structure, an
emphasis on electronic return filing,
and a focus on the rights and protections of taxpayers. Since many of us
as professionals deal with the IRS —
and all of us pay taxes —it's good to
know what the changes mean.

SERVICEWITHASMILE?
It isn't surprising that the RRA 98
Senate Committee Report stated that
taxpayers are frustrated with the IRS
because they don't receive the same
level of service from it as they
receive from private businesses. Most
of you would probably agree the service level at the IRS isn't the same as
at FedEx or at Nordstrom. Therefore, the mission of the IRS now
focuses on taxpayer service, rather
than tax collection. Specifically it is
to "provide America's taxpayers top quality service by helping them
understand and meet their tax
responsibilities by applying the law
with integrity and fairness to all." In
22
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response to the change, the IRS will
revamp its business practices to
focus on understanding, solving, and
preventing taxpayer problems
through early intervention, education, outreach, and assistance.
Another significant change —the
new structure of the IRS —will focus
on taxpayer type as opposed to a
three - tiered geographic structure
that included a national office,
regional offices, and district offices.
This new structure helps ensure that
the IRS will treat taxpayers consistently, no matter where they live.
The four new operating divisions
will serve:
1. Individual taxpayers with only
wage and investment income;
2. Small businesses, the self employed, and those with supplemental income;
3. Middle market and corporate
taxpayers; and
4. Tax- exempt entities including
employee plans, exempt organizations, and state and local
governments.
Because each division will focus
on a particular taxpayer group, it
will understand that group's problems and needs. Publications, communications, education, and
assistance programs will change to
suit each group.
The reorganization also requires
that taxpayers have access to an
independent appeals process within the IRS. To ensure that this
appeal function is independent,
appeals officers can't communicate
with other IRS employees if that
communication would appear to
compromise the independence of
the appeals officer.

OVERSEEINGTHEIRS
The Commission determined the
IRS and the Treasury had been

unable to develop IRS long -term
strategies, priorities, or plans for
improvement because Treasury officials had many other broad responsibilities. Compounding the problem
was the fact that the average tenure
of Treasury officials and the IRS
Commissioner was short. In
response, the Commission recommended the appointment of a nine member IRS Oversight Board to
provide consistency, direction, focus,
and private sector management skills
to the IRS. The Board's members
must have expertise in one or more
of the following areas: management
of a large service organization, customer service, federal tax laws, information technology, organization
development, taxpayer needs, and
small business concerns.
The Oversight Board not only
ensures proper taxpayer treatment
by IRS employees, but it also reviews
and approves the IRS budget, modernization, outsourcing, training,
education, and long -range strategic
plans. To round out its responsibilities, the Board recommends Commissioner candidates and reviews the
Commissioner's selection, evaluation, and compensation of IRS
senior executives.

MEETTHEOFFICERS
Now let's look at the key officers and
their required backgrounds and
responsibilities. Prior to RRA 98, the
President appointed the Commissioner for a term of unspecified
length with an average tenure of less
than three years. To encourage continuity of management, the law now
requires the Commissioner to serve
a five -year term and to have a
demonstrated ability in management. The Commissioner must consult with the Oversight Board on
those issues that fall within its juris-
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TOPIC

RRA 98

PRIORLAW

REASONFORCHANCE

IRS Mission

Emphasizes taxpayer service

Emphasized tax collection

To emphasize serving the
public

IRS Organization

Based on similar taxpayer group

Based on geography

To meet taxpayer needs

IRS Oversight Board

Nine presidential appointments

None

To provide the IRS with

to guide the IRS

consistency, direction, focus,
and private sector expertise
and management skills

IRS Commissioner

Five -year term and management ability

No specified term

To provide management
continuity

IRS Chief Counsel

Usually reports to IRS Commissioner

Reported to Treasury Secretary

To provide direct input to the
IRS Commissioner

Treasury Inspector General

Independent position established

Prior position was within the IRS

within the Treasury

To provide independence
in auditing and investigating
the IRS

National Taxpayer Advocate

Emphasizes problem resolution

Not involved in problem

To emphasize the importance

and prevention. Independent of IRS

prevention and not
independent

and independence of

diction. The duties and powers of
the Commissioner are determined
by the Treasury Secretary and
include the power to interpret U.S.
tax laws and to administer, manage,
conduct, direct, and supervise the
execution of the U.S. tax laws and
conventions.
The IRS Chief Counsel, also a
presidential appointment, has four
primary responsibilities:
1. Provide the legal basis for IRS
rulings;
2. Prepare, review, and assist in proposed tax regulations, laws, and
treaties;
3. Represent the Commissioner in
tax court cases; and
4. Determine whether to litigate
certain tax cases.
Prior to RRA 98, the Chief Counsel reported to the Treasury General
Counsel but will now report to the
Commissioner. Depending on the
issue, the Chief Counsel may report
instead to the Treasury General

Counsel or to both the Commissioner and Treasury General Counsel.
A new independent position within the Treasury, the Treasury Inspector General for Tax Administration
( TIGTA), replaces the IRS Office of
Chief Inspector. The TIGTA, also a
presidential appointment, reports to
the Treasury Secretary, Congress,
and the Oversight Board. This individual must have a demonstrated
ability to lead a large, complex organization and can't have been an IRS
employee before the appointment or
be one following termination.
The TIGTA's role is to:
1. Audit, investigate, and evaluate
the IRS and Oversight Board;
2. Detect and deter fraud and abuse
in the IRS;
3. Audit IRS denials of information
requests; and
4. Evaluate the adequacy and security of IRS technology.

taxpayer advocates

fidential telephone number so taxpayers can register complaints of
misconduct by IRS employees.

ADVOCATESFORTHETAXPAYERS
Prior to RRA 98, the Taxpayer Advocate (TA) and problem - resolution
officers (PROs) helped taxpayers
resolve issues with the IRS. But Congress determined that they weren't
perceived as independent of the IRS.
Why? The TA was appointed by and
reported to the Commissioner, while
the PROs were appointed and
reviewed by IRS regional and district
directors. The TA also didn't have
direct authority over the problem resolution officers.
To fix this situation, the position,
which is now called the National
Taxpayer Advocate (NTA), is
appointed by the Treasury Secretary
and reports directly to the IRS Commissioner, making the position independent of other IRS offices and

The law requires the TIGTA to
establish and publish a toll -free con-

functions. The NTA must have a
background in customer service and
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experience representing taxpayers. And to ensure objectivity, the NTA can't have
worked in any other IRS
office during the two years
prior to his /her appointment and during the five
years following his /her

31 to February 15.
Here are the steps the
You MAYHAVESEEN news programs about folks whose lives
Treasury Secretary will take
were allegedly destroyed because of IRS abuse. (After hearto increase the efficiency of
ing these stories, most people think their own day wasn't so
the tax system:
bad after all.) Because of these abuses, the Taxpayer Bill of
1. Establish a paperless
Rights 3 has been put into law.
electronic filing system to
The Taxpayer Bill of Rights 3 (TBR 3) extends and amplifies
allow the IRS to electronithe taxpayer rights and protections included in the first two
cally accept all information,
tenure.
Bills of Rights, which were put into law in 1988 and 1996 to
Since his /her job is to
statements, elections, and
correct perceived IRS abuses. Significant changes in TBR 3
help the taxpayer, the NTA
schedules from taxpayers
include shift in the burden of proof, relief for innocent spousfiling electronically so that
interprets situations in
es and for disabled taxpayers, a change in the assessment of
which the IRS failed to folpaper forms such as the filinterest and penalties, increased protections for taxpayers
low published guidelines in
er's signature information
subject to audit or collection activities, and disclosures to
a manner most favorable to
form wouldn't be required
taxpayers.
the taxpayer. The NTA also
any longer. Until procedures
proposes changes in areas
are developed, the Treasury
that create problems for taxpayers in
tronically filing tax and information
Secretary can waive the signature
dealing with the IRS, and, within
returns reduces the return processrequirement or provide alternative
three months, the Commissioner
ing error rate from 20% to less than
methods of signing.
must respond to the NTNs recom1 %. To realize these benefits, Con2. Make tax forms, instructions, and
mendations. In addition, the NTA
gress has set a goal to have at least
publications for the most recent five submits annual reports directly to
80% of all tax returns filed electroniyear period available in a searchable
Congress without having them
cally by 2007.
database on the Internet.
reviewed by the Commissioner,
How? The IRS will form an elec3. Study the feasibility of and develTreasury Secretary, or Oversight
tronic commerce advisory group
op a return -free tax system by 2008.
with
representatives
of
small
busiBoard.
The return -free system should iniRRA 98 also expands the circumness, the electronic filing industry,
tially target taxpayers who take the
tax practitioners, and tax preparers.
standard deduction; claim only the
stances under which the NTA can
The chairperson of this group, the
earned income credit; and have
issue a Taxpayer Assistance Order
(TAO) to provide taxpayer relief if
Oversight Board, and the Treasury
income only from wages, interest,
someone is suffering or is about to
Secretary will report to Congress on
dividends, pensions, and unemploysuffer a significant hardship as a
the status of the strategic plan and
ment compensation.
result of IRS activities. To help with
the 80% electronic filing goal, along
with the effect of electronic filing on
No matter what the IRS does to
this function, the NTA appoints
Local Taxpayer Advocates (LTA) who
small business and self - employed
improve its operations, people will
also are independent of local IRS
never enjoy paying their taxes, but at
taxpayers.
examination, collection, and appeals
In addition, the Treasury Secretary
least the reforms that are taking
will publicize the benefits of elecfunctions. Each state has at least one
place should make the experience a
tronic filing and pay incentives for
LTA, and, if a person is delinquent in
more pleasant one. ■
paying taxes, the IRS must inform
electronically filed returns. To further encourage electronic filing, the
Nancy J. Foran, an associate profesthat taxpayer of his /her right to contact the local advocate.
due date for electronically filing
sor of accounting at Wichita State
University and a CPA, teaches in
information returns has been
the area of taxation. She earned her
extended from February 28 to March
THEIRSGETSWIRED
Ph.D. from Oklahoma State Uni31. The Treasury may also extend the
The IRS is moving into the world of
due date for providing taxpayers
versity. You can reach Nancy at
electronic commerce —and with
(316) 978 -6258 or e-mail her at
with copies of information returns
good reason. According to the RRA
(other than the W -2) from January
98 House Committee Report, elecnforan@twsuvm.uc.twsu.edu.
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IMA and President Bud Kulesza proudly
introduce the first IMA limited edition commemorative coins available exclusively for
members. The IMA has commissioned
2000 coins for the year 2000. Each coin in
this series has 24k gold select plate overlaid
on .999 one troy ounce of fine silver. Each
is accompanied by its own certificate of
authenticity and is encased in an airtight
capsule ensuring its brilliant luster for
years to come.
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Also available is an open issue, completely
fine silver (.999 one troy ounce) version.
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Invest in the first IMA
Co mme mo r a t i ve c o i n a n d

N 61

11

Make�your�2� �really�count!
IMA Commemorative Coins
Available Now!
Order Yours Today...
Credit Card Orders, Call:
1- 877 - 688 -6636

\

or Fax your order any time:
801 - 426 -6646
C M

M A
J
r

- --

--------------------------- --- - - --

IM A C omme mor a t i ve C oi n s Or d e r F or m
Oty.

Total

Ordered By: Name
Company

Gold -- 24K Selected Gold Plate

$ 49.95 $

Address

Silver - 1 oz. Pure Silver

$ 29.95 $

City

State

Daytime Telephone /Mon. -Fri. (

0

AMEX

0

0

MasterCard

0

Visa

Card Number
Shipping & Handling: 0 Single Coin -- $5.00
I
I

Zip
Discover

$

0 D i s ney

Exp. Date

0Two or More -- $9.00

TOTAL $

Ship to: (iI different than "Ordered By ")

Company

Simply cut out order form and mail to:

I

Address
City
Daytime Telephone /Mon. -Fri. (

L-

Shipping and Handling

)

State
)

-- ---------------------- - -- - --

Zip

T he G reat W es ter n M int
P.O. Box 1950
O rem, Utah 84059

Look on the
PERFORMANCE MANAGEMENT RESOURCES
ARE OUT THERE
0
N
N
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I
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W

(AND THEY'RE FREE)!
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THESE DAYS virtually everything — real -time stock
quotes, hockey scores, celebrity gossip —is instantaneously uploaded on the Int ernet . But when you go
looking for informat ion, ent ering a few simple

wo rds into a Web search engine is likely t o turn up an overwhelming 118,180 hits or

an equally frustrating "not found." So even though valuable information is out there
somewhere, many managers feel the cost of search time outweighs potential benefits.
Recently, we conducted an Internet search experiment with a group of managers
enrolled in the MBA program at Villanova University. We asked each manager to use
any search engine to find a website with high - quality, low -cost information about
performance measurement. Our logic was that many people using their own
approach to a limited task would produce better results than any single manager.
D e c e m b er 1 9 9 9 1 STRATEGIC FINANCE

27

We chose performance measurement as our search target because
most managers in the group were
being asked to develop corporate
strategy measures that support and
move beyond traditional financially
based evaluation. With more than 30
managers spending less than one
hour each to search the Web, we
were able to identify more than 20
independent, relevant sites.
First, we'll look at three of these
sites. We encourage you to visit them
to learn more about the types of
resources available at no cost on the
Internet. These sites can provide
resources to help your management
team think more closely about performance measurement. And, finally,
because our group benefitted greatly
from our interactions and
exchanges, we encourage you to
think about working together when
you embark on the sea of information on the Internet.

ee feedback into ar
organization's performance measurement
program. The
site certainly
will stimulate
dialogue among
managers considering utilizing the
balanced scorecard

CONSULTANTS'GIVEAWAYS

Another good source of information
can be found on consulting firms'
websites. While most sites that we
explored only display advertisements
for their fee -based products, there
are many that offer libraries of information. These websites are often
professionally prepared and very
easy to use. At these sites you can see
the issues consulting firms are
addressing. There are many novel
approaches to performance measurement, and these sites offer an
excellent overview. Two of the best
LOOKINGFORBALANCE
The balanced scorecard has gained
belong to CYBERManagement Inc.
great popularity as a tool that man(cyberm.com) and Zigon Perforagers can use to integrate financial
mance Group (zigonperf.com).
and nonfinancial measures. The
Perhaps the greatest challenge facBalanced Scorecard Institute
ing financial professionals stems
(www.balancedscorecard.org) is a
from the issues associated with
nonprofit organization that helps
adjusting their firm's business model
managers apply best practices in
to a Web -based environment. The
industry, government, and other
transition to e- commerce raises
nonprofit organizations. Its
many questions regarding
site offers a collection
implementation and
of essays that proSCORE.measurement.
D
S 11
These changes
vide excellent
have forced
background
D I
D 1p E DG
information
companies to
about the balW l l 1 S 11 M
CD%SID redefine how
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How effectively a
obstacles and ways to
C
p
R
successfully build employbusiness uses an a -com-

strategy can
fine the future
success or failure
of that company.
From a performance measurement
standpoint, the
question is how a
)mpany gauges
interprets the
t is achieving
from utilizing the Internet as a
means of growth. CYBERManagement Inc., a management consulting
firm "focused on helping organizations fully exploit and understand
the impact of electronic commerce
on their business," has developed a
performance measurement system
called The Digital Scorecard'''.
The Digital ScorecardT°' is an
assessment tool for "evaluating a
company's evolution in e- business
and e- commerce practices for the
new economy." CYBERManagement
claims that traditional performance
measures are insufficient for charting a company's progress in the new
business environments.
Its methodology quickly rates
multiple facets of a firm's online
business management and strategy
development. In an interactive, 190 question format, the scorecard targets five areas that are "driving how
savvy organizations are transitioning
to the new economy." The survey
addresses five areas: Organizational
Readiness, Level of Penetration,
Online Competitiveness, Impact on
the Bottom Line, and Strength of
Technology. After you complete an
online version of The Digital Scorecard', CYBERManagement a -mails
a customized report within 48 hours
that includes a graphical assessment
of your performance in the key measurement categories, as well as an

overall score and "relative positioning in Cybermaturity."
Cyberm.com exemplifies the
type of resource that you can
'
find to start to rethink perfor-

BACKTOEARTH
While some consulting firms
specialize in e- commerce, we also
found a great number of sites that
address more traditional business
issues. One site endorsed by several
members in our group was www.
zigonperfcom. Zigon Performance
Group specializes in performance
to help busy professionals stay in
appraisal measurement systems for
touch with recent news about perteams and "hard -to- measure"
formance measurement, performance appraisal, and performance
employees. The website offers extensive, detailed information available
management for both employees
for free review.
and teams. Users have access to the
The Zigon site features a section
full text of recent articles that have
titled "Performance Measurement
appeared in publications such as The
Examples." Site users have access to
Wall Street Journal and trade
journals.
performance measurement examples for more than 50 jobs in
Perhaps the best aspect of
various fields. We found
Oftia.—
this site is a list of links
9
navigation to be very
to performance
AJ1W`w
E
R
F
O
R
M
A
N
C
E
q
easy. The examples
measurement have been
related sites.
GROUPSPECIALIZES; I
This list offers
grouped by proERFORMANCE APPRAISA
fessionals'job
a routinely
function and
updated
MEASUREMENTSYSTEM
can be viewed
resource for
FORTEAMS AND "HARD
online by simply
accessmg a
clicking on the
wide range of
To MEASURE"
selected job title.
performance meaEMPLOYEES,
Each performance
surement resources
appraisal identifies the
from other organizaposition's value -added results,
tions. And on a lighter note, don't
weighting, and corresponding spemiss the section titled "Performance
cific performance standards. As
Measurement Humor." Here you'll
companies broaden employees' job
view performance measurement in a
descriptions, it's important to
completely different light. Everydevelop appropriate assessment
thing from Dilbert discussing job
objectives
to a comic section titled
measures.
Zigon also offers "Performance
"Performance Evaluation SumMeasurement in the News.' This secmaries" is there. Overall, our group
tion is presented as a public service
heartily endorsed Zigon.

NAPPYSURFING!
Although there's an overwhelming amount of information on
the Internet, it can be managed
by people who work together.
The Net has caused many
changes for business professionals. You're expected to
think differently about a company's underlying business model and supporting performance
measurement. The sites that we recommend demonstrate the high quality, free resources that are
available on the Web. These
resources can be a great help, so harness the power of the Internet. Work
together. You may be surprised what
you can find! ■
Noah P. Barsky, Ph.D., CMA, CPA,
is an assistant professor ofaccoun-

tancy in the College ofCommerce dr
Finance at Villanova University. You
can contact Noah by e-mail at
noah.barsky@villanova.edu.
Christopher D. Flick is an investment
manager with The Vanguard Group's
Asset Management & Trust Services
Department, located in Valley Forge,
Pa. He is also an MBA student at
Villanova University.
OTHERPERFORMANCEMANAGEMENTRESOURCES

The Foundation for Performance
Measurement: www.fpm.com
The American Productivity & Quality
Center: www.agc.ore
Project Management Institute (see
College of Performance Measurement): www.pmi.org
Performance Management and
Appraisal Site:
http : / /12erformance- al2praisal.8m.com
Knowledge, Inc.:
www.knowledgeinc.com
Knowledge Management World:
www.kmonline.com
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N
usinesses warehouse everything — documents, inventory,
furniture —but how do they store data that they're awash
in? Imagine needing data to summarize sales and profit
levels for all your company's products by month over the past year. In
many cases, you'd probably have better luck locating the furniture in
the warehouse.
Not so if your company runs a successful data warehouse.
Data warehouses are potential information cornucopias. Put simply, a data warehouse is a big data pool —a single company -wide data
repository —with tools to extract and analyze the data. The data
comes from several distinct systems that have been developed inde-

BY JULIE SMITH DAVID AND

pendently and inconsistently. Because the data warehouse integrates

PAUL JOHN STEINBART, CPA

data from systems across the company, management can get "big picture" information in order to make strategic decisions. Smaller
subject -based data warehouses —data marts —can serve as a foundation for a larger full -scale deployment of a data warehouse. But a data

N
0

0
0

Z

0

mart focuses on only one functional area such as marketing or
accounting and integrates data across a limited number of systems.
30
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Data warehouses offer a world of
possibilities. Consider Wal -Mart.
They use a data warehouse daily to
monitor operations and make real time decisions about pricing and
purchasing. With this data, WalMart can forecast who will buy what
and when they will buy it. Data
warehouses offer so many possibilities that an estimated 90% of Fortune 2,000 firms are considering
implementing, or have implemented,
some type of data warehouse.
If properly designed and maintained, they can yield enormous
benefits. The estimated average return on
investment on successful data warehousing
projects exceeds 400 %.
A definite success story i
that of the State of Utah
A department within its
division of finance impl,
mented a data warehous

a new enterprise resource planning
(ERP) system to consolidate your
organization's daily transactions into
one system, does the IT department
still need to help pull together the
data required to prepare special
reports?
♦ Are users prevented from running complex queries during regular
business hours so performance of
the organization's online transaction
processing (OLTP) systems isn't
adversely affected?
Financial managers, management
accountants, and internal auditors,

decreased the number o....,,......
reports from 900 to 90—a 90%
decrease. For companies that pursue

data warehouses, gone are the
mounds of reports IT must run for
management on a weekly basis so
they can glean an occasional bit of
data from them. Data warehouses
allow users to get the information
for themselves when they need it,
offering one-stop information shopping. On the downside, if poorly
designed or inadequately controlled,
they can be costly mistakes. So be
careful and set it up right the first
time.
Okay, a data warehouse sounds
good, but how do you know if you
need one? It may be in your future if
you can answer "yes" to one or more
of these questions:
♦ Is trend analysis an important
task for you?
♦ Even after the implementation of
32
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you can be key players in the
design, operation, use, control, and
audit of these data warehouses. If
you need some coaching on this
subject, read on.

WHYDATAWAREHOUSING?
Over the years, companies have
developed multiple information systems that efficiently process individual transactions including detailed
data about them as they occur.
Queries on an online transaction
processing system focus on a specific
transaction, such as the status of a
particular order. Although each system meets the needs of its specific
area, it's almost impossible to integrate the data contained in these
separate systems in order to obtain
the "big picture" of the entire organization. Why? Different hardware
Platforms, different names to refer to

the same data item, and, conversely,
the same names to describe different
concepts (the purchasing system
uses the word "price" to refer to
acquisition price, whereas the marketing system uses the word "price"
to refer to selling price).
Transaction processing systems
and data warehouses have about as
much in common as a photo album
and video recording do. Like photo
albums, transaction-processing systems are excellent tools to store
snapshots of an organization's transactions, but they don't support
strategic analysis, which
requires access to large
amounts of both current
nd historical data. Data
arehouses, on the other
rid, are designed to store
i for strategic analysis. They
:ally store data summarized
•ious levels rather than at
insaction-level detail. Thus,
- . , y able to show trends and
provide a sense of action in the
organization like a video recording
can. Instead of being updated in
real -time, data warehouses are usually updated only periodically. Unlike
transaction processing systems, data
warehouses don't store data efficiently. Instead, they focus on query
efficiency. Consequently, data warehouses frequently store the same
data in many different ways. Sales
data, for example, might be stored
by customer, customer/time period,
region, or salesperson to optimize
user query performance.

USINGDATAWAREHOUSES
There are two basic ways to access
information in a data warehouse:
queries and data mining. As a user,
you can interrogate the data warehouse with query languages, such as
Structured Query Language (SQL),

A WISE MOVE-ARIZONA STATE UNIVERSi i i
TAKES CONTROL OF ITS DATA
With more than 45,000 students, thousands of employees, hundreds
of degree programs, and several hardware and software platforms, ASU's
information needs were complex and next to impossible to fulfill. Basic
student records resided on multiple systems: one for academic information, another for financial aid, and a third for employee data. These are
just the pebbles at the base of ASU's information mountain. Managing
student and financial information required the information technology
staff to spend a significant portion of their time designing reports to
meet users' needs —and many of those reports might be used only once!
The solution: ASU built a single enterprise -wide data warehouse that
combined student, human resources, financial, and financial aid data
from several different databases and systems. The results have been impressive. Right now, more than 800 ASU employees have system IDs,
and 50 -100 regularly use the data warehouse to answer ad hoc queries

or by use of Online Analytical Processing(OLAP)tools. OLAP tools
allow users to "point and click" on
the screen to modify data. For
instance, an auditor can look at total
travel expenses for the past three
years, then use an OLAP tool to easily "drill down" to see those expenses
broken down by individual salesperson. A primary benefit of OLAP
tools is that they don't require users
to learn the intricacies of a specific
query language.
On the other hand, data mining
uses sophisticated statistical processing or artificial intelligence programs
to analyze the data and discover patterns. Through data mining, a retailer saw a correlation between the sale
of diapers and beer: Fathers who
went out on emergency runs to buy
diapers often bought beer at the
same time. Savvy retailers strategically locate these two products near
each other.

on demand. New users undergo a four -hour training session on the data
warehouse and BrioQuery, a popular query language tool. They can also

THEGAMEPLAN

participate in monthly user sessions to share experiences. With this level

To increase your chances of success,
you should ensure that the data
warehousing team has a game plan.
Identify a Business Need. The
biggest reason data warehousing
projects fail to get off the ground is
the lack of a sound business reason
for the project. To make sure you're
building the warehouse for the right
reason, users —not just information
systems people — should participate
on the team.
Garner Top Management Support.
Data warehousing projects take time.
Even a data mart takes up to several
months to complete. Aswith any
software project or major capital
investment, top management support is vital.
Ensure Data Integrity. Management
uses data warehouses to make strategic decisions, so data integrity is crit-

of assistance, users have been able to perform very sophisticated analyses of the data.
Although the university hasn't calculated a return on investment for its
data warehouse, we have identified situations in which the data warehouse helped the university secure new funding and reduce costs. For example, thanks in part to the information in the warehouse and the ability
to extract it easily, ASU won a large federal research grant that would
have been unavailable to the university without the information.
In addition, the internal audit department can provide several examples of cost savings by using the data warehouse to plan audits. The
system also saves an estimated 125 staff hours each year on NCAA audits. The internal audit department must provide assurance that ASU is
complying with the myriad NCAA rules recorded in a 500 -page manual
that incorporates 33 articles that Division I schools such as ASU must
follow. The data warehouse enables the auditors to extract compliance related information such as progress toward a degree, GPA, number of
credits in which students are currently enrolled, cumulative number of
credits, financial aid received, and employment information, such as
wages and position, from one system rather than many as they had to in
the past.
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ical. A surprising percentage of the
data stored in transaction processing
systems contains errors or missing
values, and these problems must be
fixed before you populate a data
warehouse. Although there are a
variety of tools available to "scrub"
the data (clean it up), the process
can't be fully automated, so it's costly. A note of caution —as much as
50% of the development costs may
relate to data scrubbing. Once the
data is scrubbed, it's important tn
audit the warehouse perio(
to ensure data integrity.
Maintain Availability. A su
data warehouse gets used a
so it needs to be available
Heavy usage combined wit
enormous size of data wan
es complicates the backup
disaster recovery procedur,
That means you should ev,
your organization's backul
disaster recovery procedur
ensure the continuous
availability of your
systems.
Control Access. Data
warehouses are strategic
resources, so you should
examine user privileges to
verify they're consistent wit
the organization's control
objectives. Users shouldn't
able to update or make cha
to the data warehouse. You
want to verify that user query privileges are designed not only to prevent
direct queries but also indirect "inference" attacks where a series of allowable queries enables a user to infer
the answer to a restricted query. For
instance, an employee could determine a supervisor's salary through a
logical inference.
Plan for Growth. The user base of a
successful data warehouse and their
demands for data grow rapidly. For
34

STRATEGIC FINANCE

D e c e m b er 1 9 9 9

example, Union Pacific's data warehouse grew from 40 gigabytes to 1.1
terabytes (a terabyte is 1,000 times a
gigabyte) in four years. This isn't
uncommon. The Palo Alto Management Group projects that data warehouses maintained by the Fortune
500 will, on average, be 36 times
larger in 2001 than they were in
1997, and the number of users will
increase by 70 times during the same
period. That means companies must

house. The most important component of metadata —the data model
(an enterprise -wide model of the
organization and its data)— determines how easily and effectively different users can retrieve information
from the warehouse. Once developed, however, both the data model
and the other metadata must be
maintained and available to data
warehouse users. Until now, managing metadata has been difficult
h-rail— nf a lack of standards, but
ion is quickly changing.
, for example, is working
mber of vendors to devel)en Information Model.'

ICANALYSES
n see, a data warehouse
rou sift through mounds
to facts and figures and
with real information that
(ou run your area of
>d give you and your chief
executives strategic
analyses. Just make sure
you do your homework
)efore setting up a data
arehouse so you can make
vork for you effectively. ■

plan for the costs of such growth.
To be proactive, you need to consider capacity planning when making
design decisions, such as choosing
servers, and you have to plan for
additional, secondary storage needs.
Manage Metadata Effectively. Meta data describes and defines the content of a data warehouse. It enables
users to write accurate queries and
be confident about the meaning of
the data they retrieve from the ware-

Smith David Ph.D., is an
nt professor ofaccounting at
i State University where she
-ourses in accounting infor,stems. Her research focuses
on data modeling and database design.
You can reach Julie at(480) 965 -8603
orjulie.smith.david@asu.edu.
Paul John Steinbart, Ph.D., CPA, is
professorofaccounting at Arizona State
University. He primarily teaches courses
in accounting information systems. His
research focuses on how information
technology affects decision making. You
can reach Paul at(602) 965 -8991 or
paul.steinbart@asu.edu.
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ow that we're well into Year 2 of new segment

reporting rules, let's examine what corporate

finance and accounting professionals hav

i

done to comply. Let's also look at the costs and benefits

you're incurring, the problems you may be experiencing,

and what you might do differently this year.
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The new segment reporting rules
that took effect last calendar year
were supposed to quell cries from
investors, creditors, and securities
analysts that you weren't disclosing
enough segment information. They
complained that segments were
defined too broadly and subjectively,
resulting in too few industry
segments.
So, the Financial Accounting Standards Board (FASB) introduced the
new Statement of Financial Accounting Standards (SFAS) No. 131,"Disclosures About Segments of an
Enterprise and Related Information."
Its intent was to make your company
more transparent to outsiders.
That's why SFAS No. 131 iscalled
a "management approach" to segment reporting. It enables outsiders
to see your enterprise through insiders' eyes, helping them better predict
your company's future cash flows. It
does this by aligning internal with
external financial reporting at least
as far as segment accounting is concerned. You're required to disclose
how you allocate and evaluate your
resources operationally.
But at what cost? Evidence now
shows that your competitors, suppliers, and buyers may be benefiting
from SFAS No. 131 as much as
investors, creditors, and securities
analysts. The new rules contain
enough ambiguity that wide disparities in the quantity and quality of
segment information disclosed
between similar companies can
occur —and yet both will be in
compliance.

IDENTICALFIRMS,DIFFERENT
RESULTS
Take the case of American Tool Corporation. The name is fictitious but
the facts are true. Company officials
spoke with us about their experience
36

STRATEGIC FINANCE

I Decem b er

1999

with SFAS No. 131,but they asked
that we conceal their identity. They
feel they've said enough already in
their SFAS No. 131 disclosures. Their
investors now have a clearer window
into their enterprise, but so do their
competitors, customers, and suppliers. That would be okay to them if
their competitors also disclosed as
much under SFAS No. 131 as American Tool did. But they didn't.
American Tool officials said they
complied fully with the letter and
spirit of SFAS No. 131 in their 1998
financial statements —as interpreted
by them and their independent auditors. They went from reporting two
segments to six, revealing competitively sensitive information such as
sales, operating income, and capital
expenditures of their biggest segment, which previously had been
undisclosed. American Tool's auditor
insisted this was how to comply with
SFAS No. 131 and expressed the
viewpoint that most companies
would treat the new rules similarly.
Not so, says American Tool. Its
closest competitor, Household Products Unlimited (name changed),
continued to report one segment.
They justified it under SFAS
No. 131's aggregation criteria.

AGGREGATION
SFAS No. 131 allows you to aggregate two or more segments if the
segments have similar economic
characteristics. In other words, you
can combine them into a single,
reportable operating segment if the
segments are similar in all of the
following ways:
• Nature of products and services,
• Type of production process,
• Type or class of customer,
• Distribution methods, and
• Regulatory environment (if
applicable).

In addition, SFAS No. 131's aggregation provisions contain a fair
amount of discretion. For instance,
they allow "professional judgment"
of whether an aggregation is consistent with the objectives of SFAS No.
131 in deciding how aggregation can
be applied, if at all. Deciding if two
segments are sufficiently similar to
aggregate them can be difficult and
subjective in some cases, the FASB
says.
This admission, we believe, has
invited some companies to aggregate
more, combining segments which
probably should be reported separately. Some managers may have
weighed the risk of possible penalties from the Securities & Exchange
Commission for disclosing too little
versus the competitive harm potentially resulting from disclosing more.
Confronted with these two options,
many firms probably chose the regulatory risk.
Reebok, the shoe and apparel
company, uses SFAS No. 131'saggregation provisions to justify combining all its products in a single
segment. It includes assorted brands
of sports and fitness products
including, but not limited to,
footwear and apparel, plus all nonathletic "casual" products.
Here is Reebok's rationale, excerpted from its 1998 annual report:
All products are generally manufactured using similar manufacturing
processes. Additionally, these products
share similar distribution methods
and are marketed and sold to a similar type of customer. Operating results
are assessed on an aggregate basis to
make decisions about resources to be
allocated among the brands. Consequently, as permitted by the provisions
of SFAS 131, the Company has one
reportable segment for financial statement purposes.

Last year's use of the aggregation
criteria may not endure because
independent auditors and the SEC
are likely to scrutinize this year's
reporting of companies who used
aggregation liberally last year.
Although ambiguity now exists
under aggregation, the definition of
an operating segment is clear.

SEGMENTSDEFINED
The FASB defines operating segments as follows: Those that earn
revenues and incur expenses
(including intercompany transactions); whose operating results a
chief operating decision maker oversees, assesses, and manages; for
which discrete financial information
is available.
It is reportable if at least one of
the following quantitative thresholds
is met: Total revenue (external and
internal) is 10% or more of all
reported operating segments, profit
or loss is at least 10% of all operating segment profits, and assets are at
least 10% of all operating segment
assets.
The FASB says an operating segment must have a segment manager.
He or she is accountable for the segment and maintains regular contact
with the chief operating decision

maker — typically about subjects
such as segment activities, financial
results, forecasts, and plans.
Then, management must disclose
how it determined new operating
segments. Typically, because these
new rules want management's window opened wider to outsiders,
reportable segments might be organized around products or services,
or geographic areas of operation, or
different regulatory environments.
In addition, management must disclose the types of products and services from which each operating
segment derives its revenues.
Auditors should be able to examine the firm's organization chart to
determine whether the operating
segments reported match the way
the firm is organized. The auditor
will need to test both the explanation of segment amounts and the
reconciliations to consolidated
totals.

MORE,NOTFEWERSEGMENTS
While some companies applied
aggregation criteria liberally last year
to report fewer segments, many
companies reported more segments
under SFAS No. 131. Some, in fact,
reported segment information for
the first time. IBM and Wal -Mart,

for example, reported no operating
segments under SFAS No. 131's predecessor, SFAS No. 14, "Financial
Reporting for Segments of a Business Enterprise." Now, under SFAS
No. 131, IBM reports seven operating segments and Wal -Mart reports
three.
Under SFAS No. 14, Wal -Mart
disclosed no segment information
because it operated in one industry:
mass merchandising stores. Under
SFAS No. 131, Wal -Mart now
reports three segments because this
is how the company is managed
domestically and internationally.
Wal -Mart now presents "Wal -Mart
Stores," its U.S. discount stores, as
one segment; "Sam's Clubs," its U.S.
warehouse membership -club stores,
as another operating segment; and
all its international operations as a
third segment.
Once you've defined operating
segments, the next major issue you
must deal with is reconciliation.
You must reconcile the reportable
segment revenues to the enterprise's
total consolidated revenues and the
operating segment profits or losses
to the enterprise's income before
taxes. This schedule could be quite
complex if your company uses several non -GAAP measures in determining segment profit for internal
purposes. For example, it may use a
different inventory costing method
for internal purposes, such as variable costing.
The standard is unclear how
detailed a reconciliation schedule the
FASB expects. A large plug labeled
"differences due to non -GAAP
accounting" won't be adequate. In
IBM's case, its footnote disclosure
reports the following three reconciliation items: elimination of internal
transactions, unallocated corporate
expenses, and purchased research
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and development.
Another problem companies
encountered last year was applying
SFAS No. 131 standards consistently
across all segments. For example,
this was especially tedious when trying to allocate certain corporate
SG &A expenses, mainly for shared
services, proportionally accurate
across all new segments. One possible solution would be to alter your
internal reporting to match all new
externally reported segments.

HIGHERAUDITFEES
More than likely, you did the opposite: You outlayed funds to make
your external reporting mirror
internal. Other costs people
incurred were higher audit fees. Our
research shows some companies
incurred 5% to 10% more in audit
fees last year due to additional time
external auditors spent reviewing
three years of the new segment
information. Another one -time cost
you probably incurred last year was
reconciling your non -GAAP internal
figures to external ones, a time consuming task.
With those expenses behind you,
implementing SFAS No. 131 this
year should cost you less than under
SFAS No. 14. Now external segments
should mirror internal information.
That's what the FASB predicted.
After all, the information already is
generated for management's use, so
the incremental cost of providing it
for external reporting should be
relatively low.

MD&A
A final area of concern is your management discussion and analysis
(MD &A), annually and, especially,
quarterly. It needs to be consistent
with your segment disclosures.
Although SFAS No. 131 requires,
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overall, only a limited amount of
segment information reported quarterly, your interim MD &A reporting
should explain changes in profits
and sales by segment. Previously, the
quarterly MD &A only needed to
address the entire enterprise.
You should also consider how you
describe your business lines to analysts and on your website; your external auditors and the SEC will examine
this type of information as well.
Complying with SFAS No. 131
may dovetail efficiently with any corporate reorganization you may be
doing because new internal divisions
are probably now reportable externally. Remember, internal reporting
now drives external reporting insofar
as business segments are concerned
(perhaps a refreshing change for
some people).
Now that Year 1 of SFAS No. 131
is behind you —for better or worse —
perhaps your top priority is to monitor how your competitors report
segment information. How are they
applying the aggregation criteria?
How are they calculating segment
profits?

Conversely, if you think you're
disclosing too much —more than
your competition— better rethink
your aggregation.
We also recommend you gauge
whether securities analysts are satisfied with your segment reporting.
Try to appease them to the extent
you can without tipping your hand
too much — although you may not
be able to do both, or, for that matter, either. ■
Joe Sanders, CMA, CFM, CPA, Ph.D.,
is an associate professor ofaccounting
at Indiana State University. You can
reach Joe at (812) 237 -2015 or
jsando@indstate.edu.
Sherman Alexander, CPA, Ph.D., is
an associate professor ofaccounting at
Arkansas Tech University. You can
contact him at (501) 968 -0357 or
sherman.alexander @mail.atu.edu.
Stan Clark, CPA, Ph.D., is an associate professor ofaccounting at the University of Southern Mississippi. You
can reach Stan at (601) 266 -4641 or
clark@cba.usm.edu.

Analyze
information,andyou're
onyourwayto
competitiveadvantage.
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lthough all public companies are dealing with SFAS No. 131 4
compliance, very few are capitalizing on its strategic potential.
Yet the very nature of detailed business segment information
provides you as CFOs and other financial executives the opportunity
to closely examine your business, determine which segments are per;4
formingg well , and identify those areas that require additional focus.
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This continues a current trend to
convert large volumes of financial
data into information (as reported
in "The New Breed of Analytic
Applications," Management Accounting, December 1997).

WHATISSFASN0.131?
In a quick recap, the Financial
Accounting Standards Board's Statement of Financial Accounting Standards No. 131, "Disclosures about
Segments of an Enterprise and
Related Information," dictates new
segment reporting methods based
on an organization's management
approach. To comply with the Statement, companies must:
1. Group businesses with similar
characteristics to establish reporting
segments. Companies must divide
their enterprise into reporting segments by grouping business units
with similar characteristics, such as
nature of products or services provided, class of customers, or product
distribution method.
2. Apply the 10% quantitative
threshold test (before intersegment
eliminations). Enterprises must
report information separately about
any operating segments that represent more than 10% of the company's total revenue, profits, or assets.
3. Apply the 75% quantitative test
(post - elimination). Companies' revenues for the reportable segments
must total 75% of the business. If
not, an enterprise must reconfigure
or combine the segment groupings
until it has accounted for 75% of its
revenue.
4. Periodically review the reporting
segments.

NEXTSTEP:ANALYSIS
Extending these steps to include
analysis has the potential to dramatically improve business performance
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and generate competitive advantage.
According to the Hackett Group,
financial analysts and managers
spend 70% to 80% of their time on
routine, low -value tasks rather than
high -value -added decision support,
analysis, and future planning. Compliance and the actual reporting of
results generate very little added value. Extending the value of information in business segment reporting is
the hidden treasure.
At SBC Communications, Inc.
(SBC), one of the world's leading
diversified telecommunications
companies and one of the nation's
leading wireless communications
providers, the internal management
reporting process that was already in
place was easily adjusted to meet the
external reporting needs for SFAS
No. 131 compliance. Taking it one
step further and analyzing that
information has generated additional benefit and has helped the company's finance professionals focus on
high -value -added activities.
For example, now the company
tracks and analyzes "value drivers,"
or key performance indicators,
which has helped it spotlight trends
and prioritize business initiatives.
"You can get a handle on things a
lot faster by looking at the value drivers because some of them will dip
long before you actually see any
changes in financial performance,"
says Terry Ruel, corporate manager,

Financial Systems, at SBC. "When
put in a graphical form, value drivers give us a feeling for what the
assumptions are in the budget related to trends that are occurring in
the actual or the trends that have
occurred in history."
SBC tracks telecommunications
industry- specific value drivers with a
packaged analytic application for
financial consolidation, reporting,
and analysis. With the software, it
closely examines, analyzes, and models business segment information.
"We track access lines, cellular subscribers, Internet subscribers, voice mail subscribers, and Yellow Page
and Directory results. We track all
the different lines of business at
some basic level, but we analyze certain lines more thoroughly because
they have quite a bit of finer detail,"
Ruel adds.
This kind of strategic evaluation is
both a business objective and a technical challenge, especially for those
companies that don't have the necessary tools. Although spreadsheets
and general ledgers can provide the
required information, analytic application software provides the flexibility and tools financial managers
need to manipulate the data and
perform numerous "what if" analyses for modeling the impacts of various organizational structures.
Analytic applications let you compare individual segment results to

total company results, which makes
it easier for you to conduct the 10%
and 75% threshold tests required by
SFAS No. 131. They also help you
model multiple reporting scenarios,
correctly account for intercompany
activity, and handle various complex
reporting requirements.
It's this functionality that enables
you to model specific business segments more accurately and analyze
and explore business performance

well beyond the requirements of
SFAS No. 131. The reporting, analysis, modeling, and planning capabilities of analytic application software
enable you to understand the
nuances of the business —the company's weaknesses and strengths,
which products are the most or least
profitable, which lines of business
are the most profitable, and more.
Obviously, understanding this information is key to business success.

"Importantly, analytic applications can help provide the `what if'
capabilities that could affect the
information companies would have
to report as they contemplate strategic changes to their structure," says
Bill Thomas, national partner -incharge of KPMG Consulting's
World -Class Finance Solution. "No
one is suggesting that compliance
should have any effect on how you
organize your business, but as companies continuously seek an optimal
structure, there is a need to go back
and restate yesterday's results as
though they happened under the
same structure."

Yo%111 feel Almoft A( (om f ortaMe Takirty
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THEFINALWORD
Although SFAS No. 131 can present
challenges to companies that weren't

,r

already organized to comply, it also
provides numerous strategic opportunities, most notably a better
understanding of the "whole" business and specific business segment
performance. Analytic application
software can dramatically increase a
company's ability to convert compliance into competitive advantage via
its ability to handle complex consolidations, perform "what if" scenarios,

Let's think — You can study for your CMA/
CFM Exam in a generic seminar, or simply
by'hitting the books,' with no personalized
help and no promise you'll pass all or any
pan of the exam.
Or. You can sit down at your discretion
for a one-on -one, interactive power
study session with the test review that
guarantees you'll pass.*
MicroMash brings you never-available before features like built-in on -disk

personal instru ctor and tutor, customized study session analysis, TexTutor"
on- screen help, exam overview and prep
tips, immediate full -text answers to
every question and a completely individualized study method.

with future business segment reporting standards, which are sure to follow. But, again, compliance is just
the first step. Looking beyond and
investigating how to use this infor-

Old way vs. new way.
It's way easy to call this one.

competitive edge. ■
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mation will give you the ultimate

John O'Rourke is a senior director of
product marketing for financial packaged analytic applications at Hyperion, a leading provider of analytic
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In fact, only The MicroMash Way® lets
you study for your CMA/CFM Exam the
same way you take it ... on the computer.

MicroMash
MicroMash"

•c nmi n _tMM of appI k c ull *

produce various reports, and comply
with reporting standards. It also
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application software. You can reach
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WHAT DO T HE C A R D S L O O K L I K E F O R YO UR C O M P A N Y ' S P L A N S T R AT E G Y ?
BY DAWILLA MADSEN AND DOMINICK PIZZANO

s the turn of the century approaches,
401(k) plan sponsors enjoy more
options and greater flexibility than
ever before. But the increased flexi401-1,
has raised the stakes in the
401(k) game: A winning hand has to provide a valuable benefit to employees but keep the plan's
costs at reasonable levels. Like a hand of cards, success in
the 401(k) game depends on a player's skill, knowledge of
the game, and the hand he or she is dealt.
The rules of the game are based on a simple premise:
Benefits given to highly compensated employees (HCEs)
are nondiscriminatory when compared to the benefits
provided to nonhighly compensated employees
(NHCEs). But passing the various nondiscrimination
tests is where the 401(k) game gets complicated. Of these
44
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tests, the Average Deferral Percentage (ADP) test —which
compares the average 401(k) elective deferral rates of
HCEs and NHCEs— usually plays the toughest hand.
Many plan sponsors have trouble getting NHCEs to participate at the rates necessary to support HCEs' desired
contribution levels. The result? Frustrated employees who
may miss a great opportunity to save for their retirement.
Here are some tips that will help you avoid getting lost
in the 401(k) shuffle.

PLAYINGTHETESTINGGAME
Each year,plan sponsors bet that they won't draw the
dreaded "Test Failed" card at year's end. If sponsors draw
that card, they must refund excess contributions to HCEs
unless they're willing to contribute extra funds to
NHCEs. Because these refunds are taxable, HCEs are

-

ci.

low

q-

invariably disgruntled, and plan sponsors may even face
excise taxes. But knowing how to play your hand will
even your odds.

STACKINGTHEDECK
There are several ways to stack the deck before the plan
year starts. If your company fails the ADP test, it's
because NHCEs save at considerably lower rates than
HCEs. If you can boost NHCE participation, you'll have a
much stronger hand. Here are some strategies designed to
get the NHCEs to ante up larger amounts:

revised the definition of HCEs and ADP testing rules.
These changes were designed to help plan sponsors gauge
before the beginning of a plan year how much HCEs
would be able to defer in the upcoming year. The new
HCE definition allows an employer to use an employee's
compensation from the previous year in determining
his /her HCE status. As a result, the definition effectively
eliminates new executives (other than 5% or more owners) from HCE status in their first year of employment.
And the change in the testing rules allows plan sponsors
to use the previous year's data to calculate the NHCE
deferral rate for the upcoming year.

EmployeeEducation
Many plan sponsors offer a full- fledged educational
campaign to inform NHCEs about the benefits of the
401(k) plan and the perils of not contributing. These
campaigns typically include promotional posters, coordinated payroll stuffers, enrollment videos, and employee
meetings.

Attractive Plan Provisions
Of course, education will fall on deaf ears if the plan itself
is unattractive. Matching contributions and loans are
essential provisions in any package for NHCEs. But gamblers beware: Studies show that many NHCEs don't enroll
in their company's 401(k) plan because they forget to fill
out and submit forms during the enrollment periods.
Even in cases where the plan was attractive and well communicated, some employees are simply hesitant to commit to that first payroll deduction.

Negative Elections
Strangely enough, the Internal Revenue Service (IRS) can
be a helpful partner in boosting NHCE participation. The
IRS recently approved the "negative election" technique,
which allows plan sponsors to automatically enroll
employees in the salary reduction feature of a plan. The
negative election forces the employee's hand, requiring
him or her to elect not to participate in the plan. If
employees do nothing, employers may reduce the
employee's salary by a predetermined percentage and
invest that money in a 401(k). But employees may elect a
different rate of deferral or different investment allocations. While negative elections are especially useful to
companies with many NHCEs, they should boost the participation rates at any company.

ACE-IN-THE-HOLE
The Small Business Job Protection Act of 1996 ( SBJPA)
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TraditionalQMACsand QNECs
Despite these legal changes, plan sponsors can still find
themselves facing one of two grim options at the end of
the game: restricting deferrals for HCEs or failing the
ADP test at year's end. When the chips are down, plan
sponsors can pull out one or both of the Aces- in -theHole allowed by law: Qualified Matching Contributions
(QMACs) and Qualified Nonelective Contributions
(QNECs). A QMAC is a type of matching contribution in
which an employee designates a certain part of his /her
salary toward a 401(k) and the employer matches a portion of it. A QNEC differs from a QMAC in that it's allocated to participants whether or not they make 401(k)
contributions. Both are employer contributions that are
100% immediately vested and nonwithdrawable before
age 591/2 that can be used as 401(k) contributions in the
ADP test. Like getting lucky on an inside straight, they
can turn a losing ADP test hand into a winner.
But making QMACs or QNECs means raising the
stakes. There are two downsides to these contributions.
First, QMACs and QNECs are often allocated only to
NHCEs to increase their low deferral rates that caused the
ADP test failure. Second, the law requires that these
amounts be 100% vested immediately. Consequently,
plan sponsors have to risk giving "free money" to lower paid employees who may take the money and run. But
depending on how narrowly the plan failed the ADP test,
it may be worth hedging your bets to keep HCEs happy
and avoid refunds.

The Wild Card
The wild card emerges from the SBJPA provision that
modified the definition of HCE. Although the intent of
this change was to simplify testing, the change also provided certain employers with a unique opportunity to
"double down" with their QNEC cards.

FEATURE

TRADITIONAL 401(K)

SIMPLE

SAFE HARBOR 401(K)

Maximum Deferral

$10,500 (2000 limit)

$6,500 (2000 limit)

$10,500 (2000 limit)

Required Employer
Contributions

None required

100% match of first 3% of
deferrals, or 2% nonelective
contribution to all eligible
employees

100% match of first 3% and
50% from 3% to 5% of
deferrals, or 3% nonelective
contribution to NHCE eligible
employees

Additional Employer
Contributions

May provide fixed or
discretionary matching rate
or nonelective contributions

Not allowed

May provide additional limit ed matching and nonelective
contributions

Vesting

100% immediate vesting for
401(k) contributions;
employer contributions may
use graded schedule

100% immediate vesting of
all contributions

100% immediate vesting for
401(k) and required employer contributions; may use
graded schedule for additional contributions

Since the law allows discrimination within the NHCE
group of employees, employers might design a QNEC
targeted at only certain members of that group. In this
case, the "double down" scenario, the QNEC could be
allocated to an executive who, because of the new HCE
definition, will be considered an NHCE in his or her first
employment year.
QNECs can be used to pass the ADP test and benefit
future HCEs. Employers who want an extra enticement to
seal the deal with executives in high demand may want to
explore this strategy.

FOLDING
When dealt a tough hand, many plan sponsors opt to
fold. They ignore the contribution rate disparities
between the HCEs and NHCEs, permit everyone to contribute or not contribute as they wish, and accept the
ADP test failure each year. When the test fails, many plan
sponsors simply refund excess contributions to the affected HCEs.
Although simple and direct, this route has many pit-

falls. The law requires employers to distribute refunds by
the end of the next plan year to avoid possible plan disqualification. While plan sponsors generally have no
problem meeting this requirement, many of them —especially those with large populations and /or difficulty in
gathering the data needed for the tests —have problems
completing the tests and making the distributions prior
to the two-and-a- half- month deadline after the plan year.
Employers who fail to meet this deadline escape possible
disqualification but incur a 10% excise tax on the amount
of the refunds.
Finally, there's the HCE morale problem that's created
by reducing the HCEs' savings and at the same time presenting them with a taxable distribution, which may
necessitate filing amended tax returns.

FINESSINGTHETESTING
Thanks again to recent legislative changes, employers now
have the ability to finesse the ADP tests by adopting a
SIMPLE 401(k) plan or a Safe Harbor 401(k) plan or by
utilizing a 401(k) /nonqualified wraparound.
Decem b er 1 9 9 9
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SIMPLE 401(K) PLANS
As the name suggests, Savings Incentive Match Plans for
Employees (SIMPLE) are salary deferral plans that are
less complex than traditional qualified plans. Legislators
wanted to create a 401(k) plan that would appeal to small
businesses. Generally, any company that employs 100
employees or fewer earning at least $5,000 in compensation the preceding year may establish a SIMPLE plan. But
the employer may not maintain other qualified plans for
employees covered under the SIMPLE plan.
While SIMPLE plans share many of the same basic
features with the traditional 401(k) plan, there are crucial differences. Most significantly, the SIMPLE plan isn't
subject to certain nondiscrimination tests that apply to
traditional 401(k) plans, including the dreaded ADP test.
Since these tests don't apply to the SIMPLE plan, the
annual costs of administering the plan are typically
much lower than the costs associated with a traditional
401(k) plan.
Of course, sponsors eligible for these plans must part
with some valuable chips in exchange for this test -free
status: SIMPLE plans narrowly restrict contributions.

SAFEHARBORPLANS
A Safe Harbor plan design may be attractive to employers
who have more than 100 employees —or to any employer
who seeks to trump the ADP test without being bound by
some of the SIMPLE restrictions. Safe Harbor plans provide a way for employers with otherwise traditional
401(k) plans offering relatively generous matching (or a
3% of pay nonelective contribution) to avoid nondiscrimination testing while maintaining relatively high
matching rates. Like the SIMPLE, the Safe Harbor plan
isn't without costs such as the requested generous
employer match or nonelective contribution.

NONQUALIFIED401(K)WRAPAROUNDPLANS
Many qualified plan sponsors have adopted nonqualified
plans as a way to restore the benefits that certain top
executives lost because of qualified plan restrictions. In
the past, even though the provisions of qualified and
nonqualified plans often mirrored each other, there had
to be a clear separation of assets. Now the IRS has ruled
privately that elective deferrals initially assigned to a non qualified plan but later transferred to a qualified 401(k)
plan maintained by the same employer may be excluded
from gross income. Private letter rulings aren't law and
only pertain to the employee who requested the ruling.
Here's how a wraparound plan works. Executives defer
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a percentage of their pay into a nonqualified plan at the
beginning of the calendar year. These deferrals, along
with any matching contributions, remain in the nonqualified plan until the ADP testing is completed. If the test
passes and reveals a favorable deferral ratio for NHCEs,
executives may balance the ratio by transferring money to
the qualified plan. The margin by which the test passes
will determine how much may be transferred. The plan
sponsor has until March 15 of the next year to complete
the transfer.
While on the surface this arrangement may seem like
the perfect solution to the ADP test problem, some
employers can't get final ADP test results by March 15.
Without timely results, employers have to transfer an
amount based on an estimate —and may have to offer
refunds if the estimates are inaccurate. Even if the test is
completed in time, it appears that the IRS isn't permitting
the transfer of investment experience from the nonqualified plan, which is subject to the employer's creditors, to
the secure qualified plan. For example, assume the executive elects to transfer $7,000 of elective deferrals which
earned $700 while in the nonqualified plan. Only the
$7,000 may be transferred to the qualified plan.
Alternatively, plan sponsors may want to consider
using a more traditional 401(k) /nonqualified plan
arrangement under which the HCEs are limited to a certain deferral percentage in the 401(k) plan and are
allowed to contribute more in the nonqualified plan.
Under this method, their 401(k) deferrals will be gaining
investment experience under the 401(k) plan for the
entire year. But this method may not maximize deferrals
to the 401(k) plan.

"YOUGOTTAKNOWWHENTOHOLD'EM . . . "
There are plenty of strategies in the 401(k) game. We've
just highlighted a few. Remember: Even the most savvy
players can learn from others, so contact an attorney or
benefits consultant if you want more information. You
need to find a strategy that fits your company's corporate
philosophy, budget, and goals. Even though each option
may not be a winner for every employee, plan sponsors
are coming closer to playing with a full deck for the first
time since the 401(k)'s inception. ■
Dawilla Madsen and Dominick Pizzano are compliance
consultants in the New Jersey office of Milliman & Robertson, Inc. You can call them at(973) 278 -8860.Or you can
e -mail them at dawilla.madsen @milliman.com or
dominick.pizzano @millman.com.

ForestHilPaperCompany
BY THO MA s L . A LB RIG HT

CHARGETOCONSULTANTS

The 2000 Student
Case Competition is
sponsored annually by
IMA to promote sound

Forest Hill Paper Company (FHPC) is a small, closely held paperboard
manufacturer that has been struggling with a number of strategic
issues facing a capital- intensive, mature industry. On top of that, its
product costing system is inadequate, so it can't provide management
with relevant information for decision making. Therefore, the board of

financial /accounting

directors has approved your consulting company's proposal to conduct

analysis and

a cost system pilot study. Besides showing an analysis of FHPC's prod -

presentation skills.

uct cost, your report to the board of directors is to include strategic
recommendations based on your findings.
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BACKGROUNDPRODUCT
ANDPROCESSDESCRIPTION

accommodate complex printed
designs on the completed paperboard container or carton.
FHPC produces 19 different
grades of paperboard, some in large
quantities requiring production runs
of several days and others in smaller
quantities requiring runs of only a
few hours. Production schedules are
driven by two factors: market
demand and the theoretically optimal production schedule. The optimal production schedule is designed
to reduce waste associated with
grade changes by producing successive batches with minor differences
in basis weight. Thus, theoretical
schedules follow a wave pattern as
illustrated in Figure 1.

FHPC produces a broad line of
paperboard in large reels, termed
parent rolls. These parent rolls are
sold to converters who further
process them into containers used
for a diverse line of consumer products such as shipping and cereal boxes. The owners of FHPC have long
pursued the strategy of producing a
full range of products. While product diversity within a paperboard
plant wouldn't be readily apparent to
the casual observer, subtle differences exist. For example, paperboard
differs by basis weight (or thickness
determined by caliper measurements) for a specified length of
product. In addition, paperboard
may be uncoated or coated with an
opaque, white, clay -based material
that masks cosmetic flaws and
smooths surface variability. Customers are especially concerned with
surface variability because extremely
smooth surfaces are required to

COMPETITIVEENVIRONMENT
Paper and paperboard producers
operate in a very cyclical economic
environment, with upswings every
three to four years. Following the
economic boom of the late 1980s,
the industry fell on hard times dur-

ing much of the early 1990s.In
response to limited supply during
the boom, customers began doubling or tripling the quantities they
ordered. They began receiving their
huge orders as the economy, once
again, began to slow. As a result,
many customers found their paper
inventories exceeded their current
needs and temporarily stopped placing orders. To further compound
FHPC's headaches, its market share
for domestic paperboard was down
to 25% from about 35% through
most of the 1980s.1 The most significant contributors to the loss of market share were the trends toward
plastic and toward more environmentally friendly grades of recycled
paperboard.
Throughout the industry, companies made very limited investments
to expand capacity. When a surge in
demand for paper products occurred
during the mid- to late 1990s,
demand exceeded capacity. Thus, the
industry experienced steep price
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hikes, which resulted in record selling prices for most grades.

THEMANUFACTURINGPROCESS2
Pulp manufacturing begins with
hardwood or softwood timber in the
form of logs or wood chips. If raw
materials are in the form of logs, the
first step in the process is debarking.
A rotating debarking drum that
measures 16 feet in diameter by 100
feet in length tumbles the logs to
remove bark. After the debarking,
chippers reduce the logs to one -inch
cubes.
The second step in the process is
termed "digesting." Wood chips (the
cubes) are cooked at 325 degrees
Fahrenheit to break down the gluelike material bonding the wood
fibers, and chemicals used in the
digestor are reclaimed so they can be
used in future pulp production. Following the digesting process, only
brown fibers remain, which are
washed and screened. A bleaching
process is used to convert brown
pulp into white pulp.
The paperboard manufacturing
process begins by mixing pulp with
water and chemicals in the first
stage, or headbox, of a paper - making
machine. The mixture is applied to a
porous wire mesh, and formation of
paper actually occurs within this
step. The wire mesh travels through
a press that forces the pulp mixture
against the wire to eliminate water
within the mixture and to form the
desired paper thickness. The material then proceeds to a drying section
where it travels across numerous
cylindrical dryers that are heated
with steam. In the final section of
the paper machine, long sections of
paperboard are rolled up into parent
rolls and are removed from the
machine. The parent roll is further
processed by FHPC's customers to

Coated/
Average Reels
Materials
Selling Price
Product Caliper Uncoated Slit
per Batch
Cost per Reel
per Reel
A

.013

Coated

yes

50

$4,800

$12,600

B

.014

Uncoated

C

.015

Coated

no

2

$5,200

$13,500

yes

35

$5,600

$14,200

D

.020

Coated

no

175

$7,400

$19,500

make various types of paperboard
containers.
Sometimes customers require
additional processes to be performed
on parent rolls. For example, food
processors often require widths of 18
inches rather than the standard
width of a reel (approximately 12
feet). To accommodate this request,
reels are loaded onto a rewinder slitter to produce eight reels that are 18
inches wide from one reel that is 12
feet wide. For convenience, Forest
Hill combines labor and machine
costs of the rewinder slitter with
those of the paper machine for allocation purposes. Thus, all grades of
paperboard share in the costs of slit-

ting even though most grades aren't
slit. In addition, only a minor setup
fee is charged to customers who
request slit parent rolls, as this is
viewed as incidental customer service. But engineering studies suggest
that slitting may be more expensive
than previously thought. In addition
to specialized equipment and extra
labor, knives used in the slitting
process often damage the paperboard's edges. Thus, more quality
inspection and testing are required
when producing slit reels.
Continuous processors, such as
chemical and paper producers, historically have used volume - related
drivers to attach overhead to products. Forest Hill traditionally uses
materials costs to apply overhead to
production: Thicker materials
require more machine time to
process because they demand slower
machine speeds. Additionally, drying
time and energy consumption
increase with thicker basis weights.
Yet other important costs are
incurred without respect to volume.
Thus, unit level drivers made sense
for applying certain types of overhead to products. For example,
grade changes induce instabilities
into the process that result in scrap
until the process resumes stability.
On average, production engineers
estimate that approximately one -half
reel is lost to scrap each time a grade
change is made. Just as discrete -part
manufacturers incur machine setup
costs between production runs of
D e c e m b er 1 9 9 9
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Total

8,000
3,000
5,000
1,000

70,000
25,000
80,000
20,000

Net
$

$ 800,000
300,000
500,000
198,470

Slitting
$

Grade Change
$

Depreciation
Labor
Energy
Other
Unrecoverable Clay
and Chemicals from
grade changeovers'

Total

722,000
272,000
415,000
177,470

30,000

30,000

0

0

$1,828,470

$47,000

$195,000

$1,586,470

'Pulp can be recovered and recycled from paperboard that doesn't meet specifications.
However, other costs, including chemicals, energy, labor, and equipment costs, aren't recoverable

two different products, scrap produced following grade changes is a
predictable cost of production.3
Recently, managers at Forest Hill
have begun questioning the longstanding strategic policy of producing a full product line. Because
selling prices and profit margins
vary significantly across their mix,
some managers have questioned
whether assets have been used to the
greatest advantage. Though the market for paperboard has been cyclical,
the company has been experiencing
demand in excess of its production
capacity. Because paperboard is a
commodity product, producers
couldn't control selling prices, but
they have managed profitability
through efficient operations and
aggressive cost control.
A sample representing significant
categories of grades is presented in
Table 1. The sample contains thin
paperboard grades (caliper .013) as
well as heavier grades (caliper .02).
In addition, Table 1 identifies
whether a grade is coated /uncoated
or slit. The sample is representative
of the variation in batch quantities.
As shown in the table, production
follows the market demands of small
quantities for some grades and significantly larger quantities for other
grades. Materials cost per reel
includes pulp and chemical costs,
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while the selling price reflects recent
spot market prices.
Pulp and paperboard is a capital intensive industry requiring expensive processing equipment. Recent
cost estimates to construct a modern
pulp mill approximate $1 billion.
Forest Hill's accountants estimate
that manufacturing overhead,
including depreciation, labor, energy,
other, and unrecoverable clay and
chemicals costs from grade
changeover, approximates 105% of
material costs. Historically, product
costs at Forest Hill were calculated
by multiplying the overhead rate by
direct material costs. But brand
managers have begun to suspect that
some grades were subsidizing others
with respect to costs. Two significant
activities, grade changes and slitting,
were identified to help reduce cross subsidy and provide more accurate
cost estimates. Table 2 identifies total
overhead costs, estimated grade
change costs, and slitting costs with
respect to the production of the four
grades shown in Table 1.
The capital- intensive structure of
a paper company coupled with the
cyclical nature of the industry makes
accurate cost information an important strategic tool. Though current
demand exceeds existing capacity,
managers at Forest Hill know that a
downturn is inevitable. They under-

stand different pricing and production mix strategies are necessary
when the economic environment
changes. Gaining an understanding
of the costs associated with grade
changes and slitting is a first step
that will enable managers to more
effectively manage their business in
good times and in bad.

REQUIREMENTS
Your consulting team will produce a
15- minute video directed to FHPC's
Board of Directors. Your presentation should emphasize critical thinking and communication skills and
contain your team's response to the
following questions:
1. What is the competitive
environment facing FHPC?
2. How does the existing product
cost system capture and assign
overhead costs to products?
3. What costing system do you
recommend and why?
4. What are the cost of products
in this case using the old and the
recommended system?
5. What is FHPC's existing product
marketing strategy?
6. What product marketing strategy
do you recommend and why? ■
Thomas L. Albright is J. Reese Phifer
Faculty Fellow and associate professor
at the University of Alabama.
I

Industry Surveys, Standard and Poor's,

April 3, 1997, p. 15.

z From R. Ingram, T. Albright, and J.
Hill, Managerial Accounting, Information
for Decisions,Southwestern College Publishing, Cincinnati, Ohio, 1997.
3

Actually, some of the pulp costs can be
recovered by recycling the scrapped, or
"broke," paper. Thus, the cost figures
presented in this case include only lost
chemicals, energy, depreciation, and
labor.

UNPLUGGING THE
ENTERPRISE
How

MANY DAYS

do you spend at your "work" office compared to your "home" office

compared to your "road" office? These days it doesn't matter quite so much as it used
to. Now, no matter where you happen to be for the day, you can always be in touch
with or provide information to your customers, clients, suppliers, managers, co-

HERE'SALOOK
ATSOME
OFTHEHOTTEST

workers, or anyone else you need to contact fairly often. And you don't have to be

TRENDSAND

loaded down with every piece of equipment in the world.
In this special "Road Warrior" section, we'll tell you what it's like to telecommute,

PRODUCTS

what equipment you'll need for that kind of setup, and how to convince company
management that's a good way to work. Then we'll give you a look at some of the lat-

THATWILL

est techno - gadgets we know you'll want to add to your growing collection, such as

KEEPYOU

palmtops, cell phones, organizers, and more. And we'll give you a list of vendors and

CONNECTED.

their websites so you can start your shopping right away.
Then you'll be able to increase your productivity and efficiency at the office —no
matter where it happens to be.
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TELECOMMUTING
SAVESCOMPANIES
BIGBUCKSANDCUTS
EMPLOYEESTRESS.

BY DANIEL M. HRISAK
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IS THEWORKPLACE REALLYA PLACE? Sort

of —a growing number of workers and
employers are redefining where work is
done and how business goals are achieved
to include a broader range of options.
Option one, for over I 1 million
U.S. workers today, is telecommuting. And this trend is only growing
in popularity: A report recently
released by the Washington D.C. based Employment Policy Foundation projects that within five years,
up to 25% of the U.S. workforce may
telecommute or work from home.
What's driving this phenomenal
growth in telecommuting, making it
a workplace innovation that's here to
stay? Critical economic imperatives,
worker needs and demands, and
business objectives have converged
so that important benefits can be
attained through telecommuting:
• Increased productivity,
• Lower real estate and travel costs,
• Reduced employee absenteeism
and turnover,
• Increased work/life balance and
improved morale,
• Access to additional labor pools,
including disabled workers, to
ease skill shortages.

HOMEOFFICEMATCHESBLUE
CHIPSPEED?
Up until recently, no one would have
thought a home office like yours
could compete with companies in
the skyscrapers downtown. You were
simply outmatched.
They had all the resources —the
Ivy League researchers and marketing whiz kids. And what did you
have? You and maybe your eager
children.
But technology has leveled the
playing field. You can research a document on the Internet as easily as
they can now. You can fax it to
Cairo as quickly and cheaply. And
you can even shred it when you're
finished. How's that for power!
It's a start at least. But if you want
to finish ahead, you have to make the
most of every tool at your disposal.
You wouldn't dream of using your
computer as just a word processor or
a big calculator anymore, would
you? But many people still use their

move to the
............................. ...............................

phone the same way Alexander
Graham Bell did when he invented it
123 years ago. A lot has changed
since then.
These days, phones don't just
make you reachable, they extend
your reach. A telephone can take on
the role of employees, and even
departments, that only large businesses could once afford.
Ever thought you might need a
receptionist? Most phone companies
offer services that monitor your
incoming phone calls. Features like
Caller ID can tell you who's calling,
and others can make the phone ring
differently if it's a business call.
That's straightforward enough.
But how about an ad department? If
you've ever wondered how effective
your yellow pages ads were, now
your phone can tell you. Using a
special number, phone companies
can track and record the number of
calls that stem directly from your
ads. They'll even give you quarterly
reports.
Need a marketing department to
go with the ad agency? Your phone is
a quick way to all the direct mailing
lists your phone company keeps.
These lists include millions of phone
numbers and addresses organized in
ways that make it easy to define and
target the customers most likely to

buy your product or service.
With all these new "employees,"
you're probably going to need a
branch office or two. Some phone
companies allow you to set up a virtual office in another community,
even if your office isn't really there.
The phone company will give you a
local phone number and listing in
that community. Any calls to that
number will be forwarded to your
office.
But if you want, you can let your
secretary handle all the calls. After
all, you'll be too busy shredding.

PROFITINGFROM
TELECOMMUTING
Like all companies, AT &T is in business. And like all businesses, AT &T
aims to make a profit. If AT &T
doesn't, shareholders aren't happy,
and the company's stock price falls.

O
�D

0
e�

That's the traditional bottom line.
AT &T adopted a corporate telework policy in 1992. Since then, the
proportion of U.S. -based managers
who telework has grown steadily to
55 %, or 36,000 AT &T teleworkers.
A good example of the bottom line initiative is telework. AT &T's
focus on telework grows out of its
core business communications. But
by allowing people to work at home,
the policy also achieves social and
Decem ber 19 9 9
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ShoppingTipsBeforeYouTelecommute
So you've made the decision to telecommute, and you're looking forward to spending more time with family and less time in bumper -to- bumper traffic. But have you thought about the tools that you'll need to set
up your new workspace? This checklist identifies the "must have" equipment you'll need to create a productive work environment at home.
• Adequate electrical support. Consider installing an uninterruptible power supply (UPS) to prevent data loss from a power
outage, lightning storms, etc.
• Sufficient lighting. Lighting, both natural and artificial, should
come from behind or from the side of your line of vision.
• A distinct location. You'll be more productive if you separate

• Copier. If your budget or office space makes a stand -alone
copier impractical, consider buying an all -in -one machine that
combines copying, faxing, and printing functions.
• Storage devices and back -up equipment. ZIP and tape drives

your work and personal space, whether the boundary line is a

are reliable choices. If your job involves dealing with text or

door or your yard. A clear boundary also aids concentration by

graphic files too large to send via e -mail, ZIP drives allow you to

isolating your work environment from distracting noise such as

move these files easily between your home and the corporate

the TV or your teenager's stereo.

office.

HARDWARE:

SOFTWARE & OFFICE SUPPLIES:

• Computer. This could be a notebook or laptop supplied by your

• Programs. Word processor and spreadsheet programs are

employer or your own desktop personal computer (PC).
Remember to place the keyboard and mouse at the same level.
• Modem. This is essential for remote access to your employer's

essential.
• E -mail. Internet browser; remote access; security package.
• Furnishings. The chair may be one of the most important

network and the Internet. A 56 Kbs modem is the bare mini-

pieces of office furniture, so choose one that's comfortable.

mum, and Integrated Services Digital Network (ISDN) service is

Ergonomic designs are best, but if this exceeds your budget,

even better. If you need Internet access at speeds similar to

make sure the chair you choose has forward and backward

what your corporate office provides, consider setting up a

seat movement and back tilt.

Digital Subscriber Line (DSL).
• Fax. Consider setting up a separate line for your fax machine to

• Desk. A desk that's at least 24" deep will give you enough
space for a PC, phone, fax machine, etc.

reduce traffic on your business phone. Stand -alone machines

• Filing space. Desk drawers or stand -alone cabinets work best.

are the most common, but you can also buy special software

• Supplies.

that allows you to send faxes from your PC.
• Printer. Laser printers are best because the print quality is
better.
• Phone. Consider setting up separate voice and data lines so
you can talk on the phone while surfing the Net. Voice Messaging and Call Forwarding services help you manage your
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wherever you go, whether it be an offsite meeting, the grocery
store, or even your third grader's little league game.

Mouse pad

File folders

Diskettes

Bulletin board

Dictionary and

Pens and pencils

thesaurus
Card file for phone
numbers and addresses

Stapler, staples, paper clips
Scissors
Tape

incoming calls. A wireless phone or paging device makes it

Business cards

Sticky notes and notepads

easier for you to keep in touch with clients and the corporate

Calculator

Calendar or planner

office, and vice versa. Advanced PCS (Personal Communica-

Phone books/ directories

(Remember, keep extra printer

tion Services), for example, allows your calls to follow you

Letterhead and envelopes

and fax cartridges)
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environmental benefits.
Here are some highlights of telework's contributions:
• 29% of AT &T's managers teleworked one or more times a
week.
• 55% teleworked one or more
times a month.
The environmental impact of these
telework arrangements:
• Prevention of 55,000 tons of carbon dioxide, 380,000 tons of
hydrocarbons, 2.9 million tons of
carbon monoxide, and 200,000
tons of nitrogen oxides.
• Savings of 5.6 million gallons of gasoline.
The economic impact of these
telework arrangements:
• An estimated savings of $500
million in cash flow from
1992 to 1998 due to office
space reductions.
The social impact of these teleworking arrangements:
• 69% of AT &T teleworkers,
those who telework one or
more times a week, say they
are more satisfied with their job.
• 75% of these same teleworkers say
their personal and family lives are
improved.

TELECOMMUTINGISNEIGHBORLY
InfoCast Corporation ( "InfoCast ")
(OTC Bulletin Board: IFCC), a leading Application Service Provider
(ASP), has been working with U.S.
policy makers to design a program
that will offer financial incentives to
encourage more companies to allow
their employees to work from home
via remote access technology. The
goal, according to Dr. Don Ritter,
seven -term U.S. Congressman and
chairman of the National Environmental Policy Institute (NEPI) based
in Washington D.C., "is to reduce
traffic congestion and improve air

quality in five of the most heavily
affected cities in the United States."
InfoCast has been invited by NEPI
to act as technology advisor for the
pilot programs. These programs will
be launched in Washington, Los
Angeles, and Philadelphia. Two other
pilot program cities will be selected
at a later date by the program
directors.
"Traffic congestion and air quality
are of utmost concern to U.S. policy
makers," commented Rick Shannon,

president of InfoCast's Calgary
office. "So much so that earlier this
month the U.S. Congress passed The
National Telecommuting and Air
Quality Act (http: / /thomas.loc.gov
(Search Bill# S.1521.IS)), which is
giving rise to the pilot programs
we're helping to develop," he said.
InfoCast Corporation has aligned
with several strategic partners to
provide a complete telework solution to businesses. The company has
been involved as "technology advisor" to NEPI in Washington, D.C.,
which, as a result of the legislation,
will be awarded a grant to work with
the U.S. Departments of Energy and
Transportation, the Environmental
Protection Agency, and state officials. Under that grant, an emission trading program will be designed for

the five pilot cities by next year. InfoCast has developed proprietary technology that will assist with the pilot
program by calculating automobile
emissions saved through telework
programs. Shannon said that such
technology is "an absolutely vital element that will be integral to awarding credit incentives to companies"
Dr. Ritter, speaking at a luncheon
hosted by InfoCast Corporation and
Sun Microsystems, said, "Telework is
a vital transportation demand management option for many cities. We
the opportunity to learn from
successful initiatives, particularly where it applies to teleworking and emissions credit
trading.'
But the advantages of
telecommuting are lost if requisite preparations and skills
aren't employed. To this end,
veteran telecommuter Debra A.
Dinnocenzo, author of a new
book, 101 Tips for Telecommuters: Successfully Manage
Your Work, Team, Technology,
and Family, provides tips that equip
telecommuters and their employers
for success. Dinnocenzo is president
of ALLearnatives, a Pittsburgh, Pa.based learning and development
firm offering tools and resources to
improve the productivity of
telecommuters, telemanagers, and
other home -based workers.
The bottom line: Telecommuting
sounds easy, looks simple, and is
very appealing —but it takes work to
make it work. ■
Information technology writer Daniel
M. Hrisak (dhrisak @mindspring.com)
has been teleworking for nine years.
He has served as a senior technical
consultant /writer for The Coca -Cola
Company and IBM. He works from
his office in Marietta, Ga.
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IT TOOK ONLY THREE THINGS: a real ly

SMARTER

big network, really small devices,
and someone smart enough to tear
the cord off the phone. The network
came first. It was ubiquitous, cross platform, ingenious in its packet switching structure, and, best of all,
it was free —the Internet. Next, people took a look at the mainframes
bolted to the floor in air - conditioned
hideaways and the client /server gear
that no one was going to
lug around for very long,
and they began to
'gui,p
think small and connected. A surprise
in the form of a
computer that
really does
disappear
into a
pocket

A
T he H an ds pri ng V is or TM ( ab ove ) i s t h e l at es t
ver s i on o f t h e wi l d l y s u c c es s f u l P al m
Comp u ter ( P al m V I I, B, top ri g h t ) . At rig ht (C)
is th e P s i on RevoT m, a lead er in t he U. K.
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ROADGEARGETS
LIGHTERAND

Y(() I I

is the most recent
development in these
very small computers —the Palms, Psions,
and other

B

palmtops.
The success of
phones
that have
gone
wireless
needs no
comment.
At a symposium in
Cannes a few weeks ago,
Gartner Group analysts predicted that the sales of portable Internet- enabled devices will pass
personal computers in 2003. It may
be sooner.
As laptop computers shrink in size

Can Take It
You
train home, write a few responses,
and then upload and send them
through your desktop at home or
back at the office.
Palms and Visors talk
(and listen) to
your desktop
with Hot Sync® technology through a cable to your
computer. They can connect to the
Internet (wireless or via modem).
You can talk to your Palm if your
model has digital voice
recording, or you
can write on it. A
box at the bottom
of the screen is for
handwritten
notes read
by Graffiti®
software. Or

D Sharp Ultralite Notebook

me

and cellular phones get wider to add
screens for downloaded Web pages,
both are moving toward the space
already owned by Palm computers
from 3Com (about 75% of the market is 3Com's). The reasons for the
success of these devices isn't apparent until you get your hands on one.
After all, they look a lot like those
PDAs on which you store phone
numbers and track appointments.
Well, they do that, but they also do a
few other pretty amazing things.
They talk to each other
through infrared ports. You
can beam your business
card to any other palmtop
that uses the Palm OS and
is IR- enabled. You can
download your e-mail
from your desktop computer, read it on the

r

BY MICHAEL CASTELLUCCIO

F Portable speech recognition
from Dragon Systems
Decem ber 19 9 9

1 S T R A TE G I C

FINA NCE

59

f

H Sharp T elM ail

G

E -M ail Organizer
Sharp PC Organizer

wi th P [` _ C u n r h r n n i 7 n t i n n

you can tap -type on an on- screen
keyboard, or you can buy a regular size keyboard and plug your palmtop into it (see M and N at the
bottom of p. 61).
For an idea of the variety of software available for Palms, see Tools of
the Trade (p. 65).
The elegance of the operating system for these devices is evidenced by
the incredible variety of uses Palms
and Visors can be put to and the fact
that most of them run on 2 or 4MB
of RAM. A couple of batteries keep
them running for weeks or months
before the batteries need to be
replaced or recharged.
With the recent signing of a partnership between Palm and Nokia,
the question is what's next — phones
that work like Palms or Palms that
are phones?

NOTEBOOKSBEGINTOACTUALLY
LOOKLIKENOTEBOOKS

J Cell phones are ev olving —
adding Internet screens, buttons
for menu nav igation, and
ev en " mice."
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If 10 years ago someone had built a
laptop box with the kind of processing power and memory that fits into
one of the new Sharp Ultralites, that
"laptop" would have broken both
your legs as it was lowered onto you
lap. The Sharp Actius Ultralite (D) is
a Pentium II class machine with a
300MHz processor, 6AGB hard drive, and the largest screen (11.3 inches) in its class. Its size? It's one inch
thick and weighs three pounds.

1

Pentax PocketJet Printer

Sony has its VAIOs series of notebooks in roughly the same three pound, super -slim configuration.
The company also has a very small
laptop with a built -in camera and
Adobe software to take, edit, and email photos. It's called the Picture Book ' .
The accessories for notebooks are
also becoming Lilliputian. The CallunaCard''' (E) is a 260MB second
hard drive for your laptop. Sony's
Memory Stick"" is smaller than a
stick of gum, but it's shaped like one.
It holds 16MB of data and slides into
a slot in the side of the VAIO. The
Novatel wireless modem called Merlin slips into the PC card slot.

THINKSMALLANDSPECIALIZED
Dragon Systems' NaturallySpeakings
speech recognition system can be taken anywhere with the NaturallyMobile recorder (F). You record on it,
then connect the recorder to your PC
when you return to the office, select
the recording you want to enter, and
press "transcribe.' Your speech
becomes text on the computer screen.

K

The CrossPad

sends y our notes as a " digiti
script" to your computer.

If you do elaborate note taking or
documentation in the field, Hitachi
has the M2 multimedia recorder
that takes digital still pictures and
records video and audio. The M2
weighs 19 ounces and is 3.3" x 5.6" x
2.2 ". A number of applications
should come to mind —real estate,
accident investigation, research for
investments.
Want just e-mail and not the
entire corporate database in your
pocket? Sharp Te1Mai1(H) lets you
type in an e-mail message, and then
you dial 1- 800 - POCKETM on your
phone. The number connects you to
a mail messaging service, and without phone jacks or other connections, you simply hold the Te1Mai1
up to the receiver and send the message. You can also receive e-mail on
the same device.
Want e-mail without a PC for the
grandparents, or perhaps to get the
kids off your PC at home? VTech email devices (L) are small, dedicated
e -mail machines that are plugged

into the phone outlet and do nothing but e-mail. Well, almost nothing
but —they also have calendars,
memo pads, and address books, and
the Express has a few games for
the kids, but it's e -mail
without the cost and grief
of a PC.

THEFUTURE
The Gartner
Group isn't the only
think tank that
believes PCs are on their
way out for most consumers. A t Comdex last
month, the basic message was look
to the simple, dedicated appliances
that do what they say they will. At
one of the show's panels, The Wall
Street Journaltech columnist Walter

ExpressTm don't require a computer.

Mossberg pointed out that the PC
has been around for 22 years and
"still does not turn on when you
press the `on' button. It's a device
that has never quite lived up to
its promise.' ■

N OoType's keyboard with a Palm

M

Think Outside's portable keyboard

Turn the page for a Mobile Computing Vendor listing d r
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COMPANY

PRODUCTS

LOCATION

WEB ADDRESS

3Com

Palm Computers, Accessories

Santa Clara, CA

www.i)alm.com

Acer

Notebooks, Peripherals

San Jose, CA

www.acer.com

Drives and Storage Cards for

Fremont, CA

www.addonics.com

Addonics

Notebooks /Handhelds

r

Alcam

Notebooks, PDAs

Fremont, CA

www.alcam.com

Antec, Inc.

Attache Scanner for Notebooks

Fremont, CA

www.antec - inc.com

Apple Computing

Notebooks

Cupertino, CA

www.apple.com

Assembled Products Corp.

Jotto Desk'D Car Mount

Rogers, AR

www. ottodesk.co

Brother

Notebooks, PDAs

Bridgewater, NJ

www.brother.com

Calluna

Notebook Hard Drives

Morgan Hill, CA

www.calluna.com

Canon

Portable Color Bubble Jet Printer

Lake Success, NY

www.usa.canon.com

Casio

Palmtop Cassiopeia, PDAs

Dover, NJ

www.casio.com

Compaq

Notebooks, Handheld Aeros

Houston, TX

www.coml)aq.com

Accessories and Software for

San Francisco, CA

www. conc eptk itc h en.com

Concept Kitchen

n

6

Palm Computers
Cross Pen Computing Group

CrossPad, Pens for Handhelds

Lincoln, RI

www.cross- J)cg.com

Cutting Edge Software

Software for Palmtops

Plano, TX

www.cesinc.com

Dell

Notebooks

Round Rock, TX

www.dell.com

Dragon Systems

Dragon NaturallySpeaking" Mobile

Newton, MA

www.dragonsystems.com

Ericsson

Mobile Phones, Modems

Sweden/ International

www.ericsson.com

Franklin Electronic Publishers

PDAs, Rocket eBookfm

Burlington, NJ

www.franklin.com

Fujitsu

Notebooks

San Jose, CA

www.fuditsu.com

Gateway

Notebooks

San Diego, CA

www.Pateway.com

GoAmerica

Wireless Service Provider

Hackensack, NJ

www.goamerica.com

Handspring

Visor Palmtop Computer

Mountain View, CA

www.hands-prinp.com

Hewlett- Packard

Notebooks, Jornado Handhelds

Palo Alto, CA

www.hi).com

Hitachi

Notebooks, Tablet -style Handhelds,

Santa Clara, CA

www.hicam.hitachi.com

Recorders
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IBM

Notebooks, WorkPad Handhelds

Armonk, NY

www.ibm.com

Iomega

Drives and Storage Cards

Roy, UT

www.iomega.com

Kingston Technology

Flash Memory for Notebooks

Fountain Valley, CA

www.kingston.com
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COMPANY

PRODUCTS

LOCATION

WEB ADDRESS

LandWare

Software and Accessories for Palmtops

Oradell, N1

www.landware.com

L &E Mobile Computers

Hardware and Adapters for Mounting

Woodlands, TX

www,lemobilemounts.com

and Mounts, Inc.

Computers in Cars

Micron Electronics, Inc.

Notebooks

Nampa, ID

www.micronpc.com

Microsoft

CE System for Handhelds

Redmond, WA

www.microsoft.com

Microtech International, Inc.

Drives and Storage Cards

Mission Viejo, CA

www.microtech - pc.com

Mitsubishi

Notebooks, Pen Computers

Cypress, CA

www.mitsubishi- mobile.com

Motorola

Mobile Phones, Pagers

Scottsdale, AZ

www.motorola.com `.

Nadio, Inc.

InternetPrint Utility

Fremont, CA

www.nadio.com

NEC

Notebooks, Handhelds

Melville, NY

www.nec.com

Nokia

Mobile Phones

Irving, TX

www.nokia.com

Novatel

Merlin'"' PC Card Modem

San Diego, CA

www.novatelwireless.coni

Olympus

Digital Voice Recorders

Melville, NY

www.olvmpus.com

Oracle

Oracle 8i Lite Database for Palm

Redwood Shores, CA

www.oracle.com

1

and Psion OSs
Panasonic

Notebooks, Peripherals

New York, NY

www.i)anasonic.com

Pentax Technologies

Pockedet Portable Printers

Broomfield, CO

www.i)entaxtech.com

Philips

Palmtop Nino

Netherlands/ International

www.philips.com

Procom Technology, Inc.

Drives and Storage for Notebooks

Santa Ana, CA

www.procom.com

ProxiNet

Internet and Intranet access for Handhelds

Emeryville, CA

www.i)roxinet.com

Psion

Palmtops, Mobile Networks

Concord, MA

www.psion.com

Royal Consumer Business Products PDAs, DaVinci

Bridgewater, NJ

www.royal.com

Sharp Electronics

Notebooks, Handhelds

Mahwah, NJ

www.sharpelectronics.com

Sony

Notebooks, Peripherals

Park Ridge, NJ

www.sel.sony.com

Sprint PCS

PCS Wireless Web Phones

Kansas City, MO

www.si)rintpcs.com

Sun Microsystems

Java, Jim"' Network Systems

Palo Alto, CA

www.sun.com /iini/

Symantec

pcAnywhere, Mobile Essentials Software

Cupertino, CA

www.symantec.com

Targus

Carrying Cases

Anaheim, CA

www.tarPus.com

Think Outside

Stowaway'm Keyboard for Palms

Solana Beach, CA

www.thinkoutside.com

Toshiba America

Notebooks

Irvine, CA

www.toshiba.com

Umax Technologies, Inc.

Notebooks

Fremont, CA

www.umax.com

Viech Industries, L.L.C.

Dedicated E -mail Devices

Wheeling, IL

www.vtechworld.com

WinBook Computer Corp.

Notebooks

Hilliard, OH

www.winbook.com
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ORACLE'

3iIMA
_

Ara

SEMIN ARS
presented by Oracle Cotporrdcni
caspons"W by the IlVIA and
aie
Strategic Finance
Interact real -time from your office and earn valuable CPE credits.
Attend these free, web -based seminars and learn how to transform your business
into an e- business. Discover how e- business solutions enable
you to increase your organizations competitiveness by expanding markets,
improving efficiencies, and retaining customers.
Dial in by phone for the audio and sign on with your web browser
for the visual part of these presentations.

Strategic Finance In The Internet Age

The Internet Changes Business Travel

Description: In the Internet economy, new ways of doing business
present vast opportunities, but also spark new levels of competition.
With e- business, the impact of the Internet moves beyond buying
and selling to touch all areas of operations, including finance. As
an entire company transforms itself into an e- business, the finance
organization plays a critical role by capitalizing on global opportunities, driving enterprise profitability, and building a smarter business.
Date: Monday, December 13
Time: 11 am to noon (PST)
Register. Go to: http: / /www.oracle.com /iSeminars/
Click on: o Schedule,
© Strategic Finance In The Internet Age,
© Time of your choice

Description: Oracle Travel Management is a comprehensive
corporate travel solution that leverages the power of the Internet.
The Internet enables you to create a powerful partnership between
travel managers, corporate travelers, and travel suppliers that
dramatically reduces both the administrative and direct costs of
corporate travel. Learn how this solution can help you cut costs
now!
Date: Thursday, December 16
Time: 11 am to noon (PST)
Register: Go to: http: / /www.oracle.com /iSeminars/
Click on: o Schedule,
The Internet Changes Business Travel,
Time of your choice

Increase Your Competitiveness
With E- business

Internet Supply Chain

Description: A new model for business is taking shape
e- business and its built on the largest communications network
on the planet, the Internet. To survive and thrive, every business
must become an e- business. Attend this seminar for an overview of
Oracles ERP e- business solutions.
Date: Thursday, December 16
Time: 9 am to 10 am (PST)
Register. Go to: http: / /www.oracle.com /iSeminars/
Click on: o Schedule,
• Increase Your Competitiveness With E- business,
• Time of your choice

Description: Creating a web storefront is only the first step in
transforming into an e- business. Ability to respond quickly to changing customer requirements and fulfill personalized orders faster
and more cost effectively than the competition is critical to
survival in the new fast paced e- business environment.
Date: Monday, December 20
Time: 11 am to noon (PST)
Register: Go to: http: / /www.oracle.com /iSeminars/
Click on: o Schedule,
© The Internet Supply Chain,
© Time of your choice
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Laptop Help

tical, date and time, table

III

Mobile Essentials 2.0

and aggregate functions;

from Symantec Corpora-

and many other features.

tion is software that sim-

Circle No. 31

plifies the process of
getting your laptop up

Pocket Quicken from

and running online in

LandWare, Inc. is the clas-

remote locations. Syman-

sic financial tracking soft-

tec estimates that mobile
professionals typically

ware adapted for Palm OS
2.0 or higher. With the

spend 20 minutes adjust-

software on your Palm or

,o setoPgowMlt

ing their PC settings every

4nabteus`e`OCat`ops

Handspring device you

time they arrive in a new

1� mpN� P

can track any type of

location such as remote

transaction for multiple

offices, international sites,

accounts including checks,

hotels, and even client

credit cards, cash deposits,

sites. Mobile Essentials 2.0

Sy m a n tec Co rp or a ti o n's Mob i le Es s en ti a ls 2. 0

is used to create location
profiles (printer, dialing,
application, TCP /IP, and
network settings) that are
deployed to the entire

mobile workforce. The
profiles can be sent by email or by placing the
location files on a website
or network server.
Updates also can be distributed by e-mail. Once
everything is installed, the
laptop user starts Windows and selects a location profile. All the
settings automatically
change to the present
requirements, saving time
for the user and the IT
personnel who won't have
to field the phone requests
for help with the configuration. Circle No. 30

Palmtop
Software
Cutting Edge Software,
Inc. has become the exclusive distributor of Smart Doc 2.0, a text document
66

withdrawals, splits, and
transfers. Pocket Quicken

editor and reader application for the Palm Computing platform.
SmartDoc features include
auto- scroll, cut and paste,
find and replace, renaming and reordering bookmarks, formatting
including left and right
justification, four font
sizes, import for Memo
Pad items, and the ability
to beam documents to
other palm devices.
SmartDoc presently uses
one of many third -party
document converters, but
Cutting Edge is developing its own proprietary
conduit to Microsoft
Word. The company also
has Quicksheet 4.0, a fully
functional spreadsheet
application for Palm
Computing and Handspring Visor handhelds.
Quicksheet is Platinum
Certified by 3Com and is
able to automatically synchronize entire spread-

ST RATEGIC FINANC E I D e c e m b e r 1 9 9 9

sheets to and from MS
Excel with its HotSyncl
Technology. An updated
4.1 version is due at the
end of Q4, and it will
include integration with
the Quickchart 1.0 graphing module; 47 built -in
scientific, financial, statis-

lets you download your
desktop categories and
groups to organize
expenses. The HotSync
button transfers transactions to and from the
desktop. Other features
include overdrawn
account warnings, memo-

sm- o«
- Unflled

Enter Hamlet.

The.

of

Ham. To be, or not to be- that Rtrageous fortune
s the question:
Or to take arms against a
Whether'tis nobler in the
nind to suffer
Te s t to l o o k f o r :
The slings and arrows of
slings and.arrows
lutrageousfortune
Text to replace with.
stkks and tt4! ai.._......._._......._........
Find Replace /find

Cancel

.t

i=
.Ya
Sm ar tD oc 2 .0 f rom C u tt in g Ed ge S of tw ar e

rized transactions,
fast data entry with
quickfill, account
balances at a
glance, and the
ability to record
split transactions.
Circle No. 32
Oracle Field
Sales/Pa l m '
Devices Release 3i
is one product in
the suite of five of
Oracle Corporation's Sales Suite.

M

The Suite includes
Oracle Sales, Field

� .

Sales, Field Sales/
Pa lm Devic es, T ele-

Sales, and Sales
Compensation.
The Field Sales for Palm
Devices is tightly integrated with the rest of the
CRM products as well as
Oracle ERP applications
to provide a complete
profile of the customer.
Customer and sales information goes with your
reps on their Palmtops.
Oracle Field Sales includes
the following key features:
customer management,
contact management,
opportunity tracking,
sales forecasting, scheduling and calendaring, commission metrics (through
integration with Oracle
Sales Compensation), and
user-defined selective data
download. Sales information entered in the Field
Sales/Palm Devices application can be automatically synchronized with

Oracle Field
Sales /PaImT"'
Dev ic es
Rel ea s e 3 i

TheRoadWarriorBecomesa
Diplomat I Michael Castelluccio, Editor

the enterprise

■ You could pick out last year's road warrior in any air-

database, provid-

port waiting room. The strap of the laptop bag cut into

ing updates to
other members of
the sales team and
to sales management. Information
such as Sales ToDos and Date
Book events are
also transferred to
Palm users during
the same synchronization. The user
has the option of
transferring infor-

his coat creating a suit with one permanently rumpled

mation over an
analog line, Ethernet cradles, or a network
connection�—no�laptop�is
required. Oracle's Field
Sales enterprise application and Field Sales Palm
application exchange sales
information in real time.
A middle -tier Mobile

Device Gateway server
acts as a dynamic bridge
between the thin client
Palm application and the
Oracle enterprise database. The Gateway uses a
three-tier architecture that
allows for scalability and
strategic deployment for
data volume balancing.
Gateway servers can be
located in remote sales
offices close to the Palm
users and yet still talk to a
LAN /WAN or a central
corporate enterprise
server database.
Circle No. 33

shoulder, further mishapened by the bulk of redundant
electronics (cell phone and pager) under his coat. His
carry -on bag rattled like a carpenter's tote full of gear —
modem, dongle, cords, packs of disks, spare battery,
PDA, and a tube of Menthol Ic e for the dis located wrist
and shoulder. Not a happy picture.
This year, less is much more, and the devic es that
most elegantly repres ent the look are the 3Com Palm
Pilot and its cousin, the Handspring Visor.
The Palm design team knows the right way to create
technology —begin with the f unction and then address

the form. Deduce what it should do first —then how to
build it. Jeff Hawkins, the father of the PalmPilot,

recently left 3Com to begin a new company, Handspring. As the legend goes, he walked around for
weeks with a small block of wood in his pocket as he
worked on the next iteration of the Palm design. The
block became the blank slate on which the Visor was
designed, with Hawkins taking it out of his pocket to
write on, tap on, talk to, and just hold and think about
how something in your hand could be of use in this or
that situation. And what was the comfortable and natural (formerly called intuitive) way of handling the information needed or at hand? Would people be able to
adjust to writing letters on top of letters when taking
notes? Would they feel comfortable dictating into a
handheld? Well, how would you know without trying it—
again and again, over a period of time? And where
would it make sense to store or send this information,
and what are the appropriate things for this block of
wood to do— notepad, pager, voice recorder, Web
access, Game Boy?
The result was the Handspring Visor. The same
operating system as the Palm in the same pocket -size
as the Palm III and Palm VII, but with more speed and
memory and a design that allows modules to be
clipped on like small game cartridges. Will the Visor
succeed like Hawkins's previous hit, the Palm Pilot,
which owns about 75% of the market? Well, recalling
continued on next page
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continued from p. 67
WAP The Wireless Application Pro-

machines, keyboards, joysticks, and

pound bag of computing power and

tocol, set by the Wireless Application

almost any other digital device.

the accessories bag, the Visor will

Protocol Forum Ltd., is a group of

Within a limited space, a home for

probably be able to compete —it

specifications for writing applica-

instance, it can remove the wires,

holds contact lists, to -do lists, and

tions for wireless handhelds using

and, unlike infrared, it can transmit

calendars; takes notes (input by

WML ( Wireless Markup Language).

signals through walls, doors, book-

writing, tap typing, keyboard entry,

The WAP forum is an industry asso-

shelves, and appliances.

our rumpled warrior with his 10-

infrared reception of data from other

ciation made up of more than 200

Palm and Handspring devices); has

vendors. WAP is used in PDAs,

Jini "Based on JavaTm technology,

a digital voice recording micro-

pagers, and smart phones.

Jini enables all types of devices to
simply connect into impromptu

phone; and will be ready for wireless connection to the Internet next

GPRS General Packet Radio Service

networks, making access to and

year (wired this year). It also can

connects mobile terminals with data

delivery of new network services as

run your Oracle 8i lite database, if

and the Internet. Designed for digi-

simple as plugging in a telephone.

you have the software. All in a

tal cellular networks, it uses a packet

Built on top of a Java software

device that's thicker, but smaller

radio principle to send and receive

infrastructure, Jini technology

overall, than a 3 x 5 card (4.8" x 3"

data to and from GPRS terminals

enables all types of digital devices

x .7 "). And when you get back to the

and other external packet data net-

to work together in a community

office, the road data can be

works. GPRS is standardized by

put together without extensive

uploaded by cable (serial for the

ETSI (European Telecommunica-

planning, installation, or human

Palm, USB for Handspring) to your

tions Standards Institute).

intervention. Each device provides
services that other devices in the

desktop PC.
Bluetooth Another open specifica-

community may use. These devices

the press back into the lapels of

tion for radio connection for data

provide their own user or pro-

our warrior's suit, but what about

and voice, Bluetooth is a short -range

grammatic interfaces, which

the other clutter? Well, just empty

system that allows wireless connec-

ensures reliability and compatibil-

the pockets of the cords and mod-

tion among laptops, cellular phones,

ity." (From the Sun FAQ on Jini:

ules and adapters and go wireless

printers, PDAs, desktops, fax

www.sun.com/jini/faqs/#overview)

The PalmPilot or Visor can put

on the phone. Maybe unclip the
pager and combine that function in
a new lighter, flatter mobile phone.

ship with Nokia, the world's largest

less, very smart phone that has the

WAP may not stand for With Almost
empty Pockets (it's really Wireless

producer of telephone handsets.
The idea is to produce a new wire-

EPOC kernel (from Psion Computing)
running on top of it. The combina-

Application Protocol), but it can be
the platform that lets your cell
phone pick up the remaining networked applications that you don't
want or need on your handheld, like
paging, e-mail, faxing, and so on.
OK, so now we're down to two
pockets. Add remote printing and faxing that can be done over the Internet, and the connection is pretty
much complete.
Next Year

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!
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tion could merge the handheld with
the handset. When (if) this happens, the road warrior of next year
may need to devote a single pocket
for his /her phone, PDA, pager, fax,
Web browser, and network connection to home, the office, and the
world. And that rumpled weight -lift-

L

ing warrior slumped in the waiting

CMA/CFM REVIEW

room chair might be replaced by a

For information or sample video
CALL 1- 800 - 272 -0707
www.lamberscpa.com

neatly pressed emissary. For those
who want to be the "suits," they
might as well look good in the

In October of this year, Palm Computing formed a strategic partner-

with the Palm OS (operating system)

Circle No. 22

uniform. ■

By Robin Cooper and Regine Slagmulder, Editors

SCM

Activity -Based Cost
Management System Architecture Part II
IN THE CONSOLIDATED APPROACH TO ABCM
(see illustration below), the central group develops an underlying activity model common to all systems designed at
the local business unit level. This commonality of design
is achieved by having the local systems open with the central model already in place. The local business units can

the functions of strategic costing and operational
improvement are still combined into a single system.
While it's possible to develop system designs that purport
to perform both functions, the architecture makes dual
system design difficult to support. In particular, the
strategic costing model ends up as a mixture of large

de v e lo p mo r e so p hi st ic a t ed d e si g n s, b u t e ve r y a c t iv i t y

activities (that only support the function, strategic cost-

that they identify must be a subactivity of the activities
ing) and small activities (that support both strategic costidentified in the central model. For example, suppose the
ing and operational improvement functions). Furthercentral model of a bank consists of two activities: "lend
more, the directly assigned costs are buried among the
money and borrow money." All local business units must
indirectly assigned costs, and real -time updating is required for only some of the costs in the model. To overcome
start with this simple activity model. Suppose that one
unit identifies three ways that it lends money: automobile
this final drawback requires an integrated architecture.
loans, house mortgages, and home improvement. It can
develop activity models for these three types of loan, but
Integrated Architecture
An integrated architecture fully separates strategic costing
it must identify them as subactivities of the main activity
from operational improvement. It relies on a consolidat"lend money." Thus, the central model provides the struced architecture to discipline the structure of the central
ture, and the local models can pass data back to the cenand local business unit models, and it uses the same gentral model — allowing consolidation of the activity-based
eral principle to discipline the structure of the operacost information.
tional improvement model. The banking example can be
The consolidated approach can be extended through
extended to illustrate the approach. The strategic costing
multiple levels of the firm with each level developing
model takes the centrally defined activity "lend money,"
more detailed and sophisticated designs. For example, at
which is expanded at the first local business unit level to
the second level, the activity "home mortgage loan" might
be further decomposed into
three activities. At the next
the subactivities: "approve
local
level, the activity "home
Strategic Costing
D
amount," "appraise house,"
mortgages" is further
Consolidated Model
a
E
t
R
"sign mortgage documents,"
expanded into a more
e
t
a
P
and "sell mortgage!
detailed process description.
D
r
W
P
S
This architecture supports
This more detailed model
a
a
c
9
o
r
at
a
strategic costing at the central
acts as the basis for the operr
e
o � —►
t
r
model level and operational
ational improvement system.
e
s
m
°
improvement (or strategic
Assume
that the subactivity
Strategic
Costing
�
s
s
� �
costing) at the local level. But
"sell mortgage" has a higher
a
Level 1 Model
there's one major drawback—
cost than management thinks

t
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appropriate. In the operational improvement system this
subactivity is further broken down into the steps required
to sell a mortgage. These steps might include "contact
mortgage buyer, negotiate terms, draw up paperwork,
and sign paperwork." If the negotiation of terms is the
high cost, then the process might be redesigned so that a
less expensive way to establish the sale terms is identified.
The cost of selling mortgages might still be too high, but
now kaizen costing is the preferred way to reduce costs. A
map of the mortgage selling process is developed, and the
individuals involved in the process are focused on finding
ways to perform the selling process more efficiently. As
the process becomes more efficient, the strategic costing
system is updated periodically to reflect the new costs of
selling mortgages. In this approach the same data is used
to support both strategic costing and operational
improvement but in very different ways.

developed for the entire firm. This system can be used to
make sourcing decisions inside the firm: overall product,
channel, and customer mix decisions, and pricing decisions. These decisions are improved because the common
design structure of all local business unit systems ensures
that the insights provided by the strategic costing systems
are comparable and can be used as benchmarks and the
basis for decisions.
Third, the operational improvement system and the
strategic costing system operate in tandem. The strategic
costing system identifies high -cost activities, which are
subjected to either redesign or continuous improvement.
As the costs fall, the strategic costing system is automatically updated to reflect the increased efficiency. Thus, the
strategic analysis and the operational analyses are based
on the same information. (See illustration below.)

Summary
Benefits of the Integrated Approach

As more powerful ABC systems (and in particular those
The integrated approach looks more complicated on the
that are part of EPM [enterprise performance managesurface than the other approaches, but this apparent
ment] systems) become more available, the temptation
complexity is deceiving. While the software is indeed
to design overly complex ones will increase. Cost system
more sophisticated, the challenges faced by the individudesigners that have previously adopted a maximalist
als using it are simpler. First, if an individual is using the
approach will build ever more complex systems that
strategic costing portion of the architecture, he or she will
require excessive data input and maintenance. These
receive reports that identify a limited number of activities
maximalist systems will rapidly become obsolete if they
and their costs. These costs can be used to identify ways
aren't maintained continuously. In contrast, an integrated
to increase profitability by changing the mix of primary
architecture approach will allow systems to emerge that
cost objects and the ways they're sold (increased effectiveare based on intelligent design principles. These designs
ness). In contrast, the individuals interested in operawill be as simple as possible, subject to the information
tional improvement can look at a detailed process analyrequirements of the users. Splitting apart the strategic
sis and decide to undertake business process reengineercosting and operational improvement functions can
ing or kaizen costing. If business process reengineering is
improve the quality of system design dramatically. The
adopted, a more detailed process model can be develstrategic costing systems can be designed with few activioped. If a kaizen costing approach is adopted, then a real ties, and the operational improvement systems can identime time feedback system can be developed and used to
tify numerous activities but be focused on where
support continuous improvement (increased efficiency).
improved efficiency is required. Overall, the number of
Second, a coherent strategic costing system can be
activities identified will be smaller than with a maximalist
design, and the effectiveness of the overall
design will be higher. ■
Operational
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Robin Cooper is professor in the practice of
cost management at the Goizueta Business
School at Emory University.
Regine Slagmulder is professor of management accounting, Tilburg University (the
Netherlands), and visiting professor at the
University of Ghent (Belgium).

By Gary Siegel, Editor

Practice Analysis

The Pace of Change in Management Accounting
Last month's column focused on the transformation of the management accounting profession, contrasting the traditional management accounting role —as keeper of financial records —to today's role as a key member of the decision - making
team. This month, we focus on the pace of change.
The Pace of Change
Change in the management accounting profession is ongoing and accelerating. The consensus of management accountants is that the rate of change in their organizational
role has been more rapid between 1995 and 1999 than
over the previous five -year period between 1990 and 1995.
We posed the following question to more than 350
management accountants:
Many changes have occurred in the role ofthe finance
function over the past several years. Thinking back over
your career, would you say that the rate ofchange over the
past five years has been more rapid, about the same, or less
rapid than the rate ofchange that occurred in the previous
five years?
Of the 300 management accountants interviewed by
telephone, only 1% said the rate of change has decreased
over the past five years. The overwhelming majority says
that change has quickened. The 50 people we talked to in
person were unequivocal in their answers:
• Far faster.
• More rapid, without question.
• Changes are happening faster all the time.
• It's been more rapid.
• More rapid, clearly.
■ The rate of change in the last five years has been
much greater.
■ There is no doubt that the world is becoming faster
paced.
What's driving the change? Technology is seen as the
main change driver.
"I think that change in technology is clearly the driver,"

said a financial executive at Abbott Labs. "If you go back
30 years, to get out a payroll Abbott Labs's size —some
30,000 people in the United States —was a major clerical
effort. Today it's not.'
He went on to say that today, "With all the information
on the Internet or up on some computer, you can query
all sorts of databases and find out all sorts of information
fairly rapidly, whereas 20 years ago you had to send somebody off to a library and start pulling annual reports or
going through magazines. Technology has had a significant impact. I don't know whether you can separate technology from the changing demands on the finance function, because I think technology in some ways has caused
it ... because there is more information available. The
nonfinancial managers are more aware of the information
that is available and want more information."
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"It comes back to the technology,"
said a Hewlett- Packard management
accountant. "The pace of change in
technology is becoming much faster,
and accounting and finance people are
very heavy users of technology, more
so than a lot of the other functions.'
A management accountant at
Boeing summed it up this way:
"What I rapidly discovered is that
technology was rolling over in
months rather than years, maybe
even in weeks, and decision processes that affected what we were doing
were measured in hours and days
rather than long, protracted cycles.
This changes the way you think
about what is possible.'
Continuing with an observation
about "technology cycles," he added,
"Look at how quickly computer
hardware changes. Every time we go
through another one of these cycles,
we say that is the end of it, it can't
possibly change again. But it just
keeps changing.'

Effect on W ork
How does this affect the day -to -day
activities of management accountants?
"E -mail. Just as a quick example,"
said an accountant at Caterpillar.
A US West executive pointed to
electronic transactions. "Every year
we're focusing more and more on
how to take the paper out of the
business and put it into electronic
form. In this department, we've gone
from a head count of about 300 people to 90 people in four or five
years.
"I would say we are doing maybe
twice as much work as we did a year
ago with the same number of people," said a management accountant
at Caterpillar.
According to another US West executive, "There's more pressure to
get information much sooner, and at
72
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the same time there is so much more
information.' He went on to say that
"senior management wants to know
yesterday."
Echoing this, a Boeing accountant
said, "We've got to be there with data
sooner. You don't ever want to go into a review with two- week -old data.
If you say the reason is because of
the accounting cut -off, that really
causes a big stir. So you make sure
these reviews have data that is as
fresh as possible.'
"I can think back to the 1985 days
when we had a modem with lights
on it," said a Hewlett- Packard executive. "It took 10 minutes to transfer a
file that today is gone like that
(snap) in an e-mail. Today I could be
talking to someone on the phone,
make a change in a piece of work,
and send it to them.'
It's a whole different world according to a Boeing accountant. "In
a typical day, and yesterday was pretty typical, I deal with about 200
e- mails. Most of those get answered
with a sentence or two or less. Many
of them get answered with questions
back to the originator, and I expect
an answer back that day."
Another Boeing accountant points
out that management accountants
have always been responsible for financial performance measures, feedback of information, and providing
analytical information to the organizations. What's different is the "sheer
volume of data that has to be dealt
with, the analytical skills needed to
process the data, and the computerization of the processes.'
At Caterpillar, an accountant noted, "The processes are changing so
fast that you never have time to become an expert at anything. You
can't do it. You can't become an expert on process. Everything can
change tomorrow."

Rapid Change
Management accountants expect the
rate of change to continue to increase over the next three years. Not
one of the 300 people we interviewed expects a decrease in the pace
of change.
"I think the rate of change is going to increase," said a US West
accountant.
"It will continue to accelerate,"
said another US West accountant.
"People are going to want to know
the day after you made a sale what
your results are. It's not going to be
enough to say at the end of the
month, `this is where our sales are."'
"We are stretching ourselves so
much here at Caterpillar to keep up
with the rate of learning. I don't
think it's going to slow down.'
"I think it will keep going," said a
Boeing executive.
And an Abbott Labs executive
summed it up: "I would say the rate
of change in the last five [years] was
probably greater than in the previous 15, and the rate of change in the
next two will be greater than the last
five."
What is the finance function in
your organization doing to prepare
for the coming changes? What are
you doing? What should you do to
prepare? ■
Gary Siegel, Ph.D., CPA, is associate
professor at the School ofAccountancy,
DePaul University, in Chicago and
president ofthe Gary Siegel Organization, an opinion research and behavioral accounting firm. He is coauthor,
with James Sorensen, of Counting
More, Counting Less, the 19991MA
Practice Analysis. Gary can be reached
at gsiegel@wppost.depaul.edu.
Next month: Skills needed in a changing work environment.

By Norman F. Foy, CMA, CFM

Education

Using CPE to Help Maintain Your Financial Skills
EVEN THOUGH MANY PROFESSIONAL ORGANIZATIONS

to each of the points, most professions, including man-

require their members to complete continuing professional education (CPE) each year to maintain their membership or certification, some people have questioned if
mandatory CPE is the best way to maintain a professional's skills. Others are concerned that mandatory CPE will
be viewed negatively by an organization's membership.

agement accounting, have voluntarily decided that re-

Because a large number of IMA members have to complete CPE each year, these two issues are important to the

no incompetent practitioners.
There hasn't been a lot of research that examines the

organization and to each of us individually. In response

views of management accountants toward mandatory

quiring CPE, while not perfect, is the best method to protect the profession. CPE won't ensure that all IMA
members are competent, but it will reduce the risk of incompetent members. Analogous to audit results, the goal
is risk reduction, not absolute assurance that there will be

to criticism of mandatory CPE, several alternatives have

CPE. In a 1990 study, 70% of the respondents felt that

been proposed for future certification requirements:

continuing education directly benefited their careers,

• Do nothing,

while only 8% disagreed. I suppose you could conclude

• Require certificate holders to retake the examination

that if something directly benefits your career, you will

periodically,

support that activity. A later study indicated that 21% of

• Voluntary CPE, or

IMA members would not continue their membership if

• Mandatory CPE.

mandatory CPE were instituted. While the questions in

The first option —once certified, always certified —
might work in a profession where nothing ever changes,
but that doesn't apply to management accountants. The

this survey were different, the results show some conflict
in the respondents' views of CPE.

Due to this conflict, I conducted an in -depth study to

second option— requiring a person to retake the certifica-

understand the CPE needs of management accountants. I

tion exam periodically —seems straightforward, but only

took two approaches to try to gather additional knowl-

works for those members who are CMAs or CFMs. The

edge regarding the views of CMAs, who have had a

option doesn't work for members without a certification.

mandatory CPE requirement for many years. First, rather

The third option — voluntary CPE completion —works

than repeat the approaches of prior studies that surveyed

for the vast majority of us, but it is equivalent to perma-

many randomly selected management accountants, I

nent certification for the small segment who choose not

chose one organization to study. In that telecommunica-

to complete CPE. And they are the ones who really do

tions company, I interviewed all 21 employees who held

need CPE to stay current.

the CMA designation but no other certification. Their

This leaves the last option— mandatory CPE. Its
mandatory nature leads to criticism of the requirement.

characteristics are summarized in the sidebar on p. 74.
Second, I contacted senior executives responsible for fi-

Other articles have discussed the arguments for and

nancial management development at a small group of

against mandatory CPE, which include limiting individ-

similar companies to determine their views, and the for-

ual freedom, discriminating against those who can't af-

mal views of their organizations, regarding CPE.

ford to pay for CPE, and failing to solve the real problem— ensuring competence. While there's some validity

Approximately half the respondents felt that CPE was
positive for their careers, while the remainder were neuD e c e m b e r 1 9 9 9 1 ST RATEGIC FIN AN CE
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tral or hadn't been certified long enough to answer. Overthat the views might be organization specific, so I focused
all, they saw a positive correlation between CPE and caon the mandatory nature of continuing education when I
reer success, but many based their views on perceptions
met with the financial executives. The following quotes
rather than experience. One CMA pointed out that CPE
represent the sense of the group. The director of financial
"has always been a benefit to my performance ... and in
education at G T E pointed out that the company:
how people perceive my performance:' None of the inter"has always been a strong supporter of professionalfiviewees found any negative career - related aspects of CPE.
nancial credentials, which do require mandatory CPE. We
Because of the somewhat mixed results of the prior
feel this requirement continuously maintains credentials at
surveys, their views regarding the mandatory nature of
a high level and provides a vehicle to bring new ideas and
CPE particularly interested me. Seventeen of the 21 expractices into the company. Everybody benefits. Generally
pressed strong positive feelings; the remaining four had
there is a 100% reimbursement when the benefits [tuition
neutral or mixed feelings. What are "mixed feelings ?"
reimbursement for courses] are discussed and approved in
One CMA summed it up nicely: "Philosophically, I
advance. This holds for external as well as internal courses."
don't like mandatory things, but on the other hand beDon Light, then assistant treasurer of the NYNEX Corcoming a CMA is totally volporation (now Bell Atlantic), fountary. I think accounting is
cused on the benefits to both the
STUDY POPULATION CHARACTERISTICS
changing so rapidly that not
organization and the person. "I
Percent of Total
to take CPE means people are
think it's very appropriate to have
Gender
going to lose out.'
mandatory CPE credits ... it also
Male . . . . . . . . . . . . . . . . . . . . . 6 6 . 7
Female . . . . . . . . . . . . . . . . . . . 3 3 . 3
None of the four expressed
provides a real incentive, a direct
Ethnic Background
what could be considered negaincentive for you to continually deWhite . . . . . . . . . . . . . . . . . . . . 8 1 . 0
tive feelings, and, in fact, many
velop yourself for your own beneAll Others . . . . . . . . . . . . . . . . . 1 9 . 0
of the 17 who expressed posifit" The message from each of the
Age
tive feelings regarding manda29 a n d U n d e r . . . . . . . . . . . . . . . 4.8
executives was the same— continu30 to 34 . . . . . . . . . . . . . . . . . . 3 3 . 3
tory CPE responded strongly,
ing education for financial profes35 to 39 . . . . . . . . . . . . . . . . . . 2 8 . 5
almost emotionally. "I think
sionals
is mandatory for their sur40 to 44
9.5
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
continuing education is essen45 and Over . . . . . . . . . . . . . . . . 2 4 . 0
vival. An organization, such as the
tial to ensure that professionalIMA, that codifies the requirement
Education
9.5
Bachelor's
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
ism is maintained," asserted one
is simply making it explicit.
Master's . . . . . . . . . . . . . . . . . . 7 6 . 2
of the women, who went on to
I tried to maintain my objectiviOther Post -Bachelor's . . . . . . . . . 9.5
note that "getting CPE is part of
ty during the study but found the
Doctorate . . . . . . . . . . . . . . . . . 4.8
the deal when you get the CMA
results mirrored my own feelings. I
Major Job Responsibility
Corporate Accounting . . . . . . . . . 3 8 . 0
designation." Another CMA
can't imagine existing in this world
Budgets Planning . . . . . . . . . . . 2 8 . 6
of constant financial change withpointed out that "I think that
Finance . . . . . . . . . . . . . . . . . . . 2 8 . 6
General Management
4.8
folks need to stay current. I
out continuing education. Whether
.........
don't have a problem with it
the IMA makes it mandatory or
Note: Categories may not total to 100% due to rounding.
CPE],
[mandatory
and I don't
not, CPE is mandatory for me bethink that it's overly difficult to
cause it keeps my knowledge curdo." One accountant who had held his certification only a
rent. The requirement just provides a little motivation so
short time was particularly positive regarding the CPE rethat I don't put CPE off too long.
quirement. "I have probably gotten my life to a point," he
In today's competitive world we need every advantage
said, "where I enjoy the learning, and I see a lot of value in
we can get, and continuing education can help provide
that learning and in the application of that learning.' A
those advantages. My study confirmed my view that CPE
colleague of his pointed out that "you are going to be
may be the single most valuable investment management
needing those skills in the future to remain viable' Overaccountants can make in their future. ■
all, the group was extremely positive toward IMA- required
continuing education.
Norman F. Foy, CMA, CFM, is an associate professor in the
In fact, the views of this group of CMAs toward
Graduate Business School, Mercy College. Contact him at
(914)
238 -4675 or by e-mail at nfoy @mercynet.edu.
mandatory CPE were so positive that I was concerned
74

STRATEGIC FIN AN CE

ID e c e m b e r

1999

[NE WS]

cont'd from p. 17

processing, only 25% were engaged
in ongoing reviews. The D &T report
recommends the incorporation of
revenue assurance systems into
growth strategies because the systems are critical to many areas, such
as new product launches, customer
satisfaction, and vendor relations.
Revenue assurance must be supported at the executive level, the report
states, for a full realization of return
on investment. Subsequent measurement of internal processes will
reduce the potential for leakage and
better prepare the company for
future competition.
For more information or to
order The First Revenue Assurance
Study, visit Deloitte & Touche's web site at www.deloitte.com, e-mail
dmcduffie @dttus.com, or call (404)
631 -2249.

Rewards Encourage Loyalty,
Increase Performance
Employees don't receive the rewards
they feel are necessary to encourage
corporate loyalty, according to
recent surveys from American
Express Incentive Services (AEIS).
Rewarding employee performance
plays an important role in employee
retention and morale, but when
asked about this issue for supervisors and managers, 18% said they
never had received a performance
award.
Sixty-three percent of survey
respondents felt that an ongoing
incentive program with personalized
rewards would increase corporate
loyalty. Among the respondents'
choices for best rewards were a verbal thank you /job well done, career related training, letter of commendation, or good evaluation. They
considered t- shirts and gift certificates to be some of the worst. ■

[GOVERNMENT]

cont'd from p. 18

quarterly Forms 10 -Q or 10 -QSB
before sending them to the Commission. Auditors would have to follow
the principles in SAS 71. Clients of
Big 5 auditing companies already
require this in most instances.

Corporate Disclosure of
Charitable Contributions
Not everyone in the corporate world
will be thrilled with the bill (H.R. 887)
that requires corporations to disclose
contributions to charitable and nonprofit entities. Cosponsored by Rep.
Paul Gillmore (R. -Ohio) and senior
Republicans on the House Commerce
Committee, the bill would impede situations where a corporate officer is
steering company dollars to a charity
with the chief aim of furthering the
officer's social or political standing. To
that end, the bill requires the company to disclose contributions to nonprofits whose board of directors
includes an officer or director of the
company or their spouse. Disclosure
would be made in the proxy statement, and only for sums over a
threshold amount, which would be
determined by the SEC. The company
would have to send a separate filing to
the SEC listing all corporate nonprofit
contributions over a certain threshold,
again to be determined by the SEC. At
hearings in the Commerce Committee on October 29, Jim Mason, director of public and community affairs
for Eaton Corp., said he could understand that the provisions were intended to prevent some individuals from
becoming too directly involved on
certain "pet projects." "If the aforementioned provision is enacted,"
Mason explained, "it is possible that a
chilling effect will occur. Not only
would the nonprofit experience some
funding dilemmas, but active involvement would be lost as well.' ■

[ETHICS]

cont'd from p. 18

2. Should Jeff now take additional
actions? What do you suggest?
3. If Jeff later either resigns or is
terminated, should he take additional actions at that time?
The IMA Ethics Committee is very
interested in learning how readers
view the ethical dilemmas their fellow members face. Please mail your
comments to: Strategic Finance, 10
Paragon Drive, Montvale, NJ 07645
or by e -mail to ethics @imanet.org. ■
[TAXES]

cont'd from p. 16

A recharacterized contribution
from 1998 may be reconverted no
more than once during 1999. The
reconversion is permitted without
regard to whether the IRA owner's
initial conversion or recharacterization of the amount occurred before,
on, or after November 1, 1998. It gets
even better. A traditional IRA that's
converted to a Roth IRA during taxable year 1999 and that hasn't been
converted previously may be recharacterized back to the traditional IRA
and still be reconverted once (but no
more than once) on or before
December 31, 1999. Furthermore, a
failed conversion in which the
requirements of 1.408A -4 aren't met
isn't treated as a conversion in determining whether an IRA owner has
previously converted that amount
(Reg. Sec. 1.408A -5, Q&A- 9(a)).
After 1999, the reconversion rules
change a bit. Thus next month's column will address the recharacterization and reconversion issues that
pertain to Roth IRAs in the year
2000. But remember —the 1999 rules
will be history at that time. ■
Anthony P. Curatola is John F. Ford ProfessorofAccounting at Drexel University,
Philadelphia, Pa. He can be reached at
(215) 895 -1453orcuratola @drexeLedu.
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LEADERSHIP
Leadership. Many have claimed it. One has achieved it.
Robert Halfis the leader in specialized financial recruiting, with o1I•ites worldwide.

Controller/CFO
Rapidly expanding Internet services company seeks a professional
with 10 plus years of experience in public and private accounting
to join its expanding management team. Duties include preparation of consolidated financial reports, implementation of SEC
reporting system leading towards an Initial Public Offering,
development of business plans, budget and analysis models,
supervision and development of staff and performance of financial projects. CMA /CPA a plus. Salary to $120,000 plus benefits.

Business Manager
Rapidly expanding trade- publishing company seeks a professional with eight plus years of related experience. Duties will include
full supervision of business planning and analysis including
development of three -year business plan and forecasts, P +L
analysis, development and evaluation of new business ventures
(including acquisition analysis) and special finance projects.
MBA/CPA a plus. Excellent benefits and salary to $85,000.

DirectorofAccounting
World famous mcdia organization seeks a professional with six
plus years' accounting experience to oversee all facets of accounting department, including staff. Duties include implementation
of accounting policies and procedures, research of accounting related issues and preparation of financial reports to outside
investors and company management. CPA a plus. Company
offers tremendous growth potential, full benefits and salary to
$80,000 plus incentive bonus.

Senior Accountant
Growing international real estate manager and developer seeks a
professional with three plus years' experience, preferably in public accounting, to perform general accounting duties, coordinate
year -end audits, prepare financial statements and budgets and
conduct various related analyses. This is a highly visible position
and an excellent career opportunity that includes full benefits,
year-end bonus and salary to $55,000.

StafAccountant
Local manufacturer seeks an accounting professional to prepare
monthly financial statements and budgets and perform account
reconciliations and spreadsheet analysis. Other duties include tax
filing, credit analysis and maintaining fixed assets. Ideal degreed
candidate will have extensive spreadsheet experience and one plus
years of related experience. CMA/CPA helpful. Full benefits,
401(k) and salary to $38,000.

Accounting Manager
National telecom company seeks an accounting professional to
generate financial statements and perform account reconciliations. Other duties include managing all facets of accounts
payable, accounts receivable and cash flow. Ideal candidate will
have a bachelor's degree in Accounting or Finance and three plus
years of accounting experience with some in a supervisory role.
Telecom industry experience and tax knowledge is a plus.
CMA/CPA preferred. Full benefits available with salary to
$40,000.

StaffAccountant
Privately held public transportation company seeks a part -time
accountant to prepare financial statements, maintain fixed assets,
perform account reconciliations and conduct general analysis.
Ideal professional will have two plus years' experience generating
and reconciling financial statements. Knowledge of SBT is preferred. Company offers full benefits and salary to $20,000.

Accounts Payable Specialist
Manufacturing company seeks an Accounts Payable Specialist
to match invoices to purchase orders and process for payment.
Other duties include timely and accurate input and output of
disbursements, considering all discounts offered. Ideal candidate
will have two plus years of accounts payable experience or an
associate's degree in Accounting. Knowledge of Microsoft Excel
is preferred. Full benefits and salary to $30,000.

Tax Accountant
Oil and gas firm is seeking a degreed professional with three plus
years' experience for tax analysis levels II and IV. Ideal candidate
will have proficient knowledge of public tax and corporate tax
compliance software. CPA preferred. Company offers competitive benefits and salary to $65,000.

AssedLiability Analyst
Senior Asset /Liability Analyst is needed for financial services
company. Ideal degreed professional will have five plus years of
financial analysis experience. Must have working knowledge of
Microsoft Excel, and an Asset /Liability Management application
is preferred. Good organizational and communications skills a
must. Great benefits and salary to $65,000.

Sta,f,fAccountant
Real estate development company seeks a degreed accounting professional. Ideal candidate will have proficient Microsoft Word and
Excel knowledge and be willing to work overtime if necessary. This
successful company has doubled in size over the past two years and
offers a competitive benefits package with salary to $35,000.

Assistant Office Manager
Local manufacturing company seeks an individual to assist vendors and customers with regards to inquiries and accounts
payable issues as an Assistant Office Manager. Responsibilities
include some supervisory duties, daily cash deposits, bank reconciliations and other various general office tasks. Ideal professional
will have two plus years' experience in accounts payables and
receivables, excellent communications skills and proficient
knowledge of Microsoft Excel. Manufacturing and Business Pro
experience is preferred. Full benefits and tuition reimbursement.
Salary to $30,000.

Controller
Recent promotion has created an outstanding opportunity for the
experienced Controller or Accounting Manager with significant
management experience, mainframe systems exposure and general
accounting and financial reporting experience. Retail/manufacturing
experience desired. MBA/CMA preferred. Salary $70,000 - 100,000.

Senior Accountant
Challenging position awaits a degreed professional looking for
variety and career stability. Ideal candidate will have four plus
years of accounting experience and strong analytical skills. Will
work directly with Controller to conduct analysis and prepare
reports for upper -level management, oversee the month -end closing process through financial reporting, create and format reports
for the regional management team and analyze various lines of
business between regional locations. Involves exposure to both
regional management and third -parry professionals. Background
in healthcare industry helpful. CPA preferred. Company offers
excellent benefits and salary to $48,000.

Senior Tax Analyst.
Multibillion - dollar corporate headquarters is seeking an energetic
professional with three plus years' public /private industry experience to assist with corporate compliance and research. Heavy
interaction with area managers requires excellent communications skills. FastTax knowledge a plus. Company offers excellent
benefits and salary to $50,000.

Controller.
Start -up e- commerce Internet company seeks a motivated professional to function as Controller working directly with company
President. Responsibilities include strategic planning, financial
reporting, developing policies and procedures, overseeing the
implementation of PeopleSoft and ad hoc projects as needed by
management. This is a great ground -floor opportunity with a
dynamic pre -IPO company. CPA desired. Excellent benefits and
salary to $110,000.

Receivables Supervisor
Would you like to work for one of the fastest - growing investment services firms in the area? Dynamic financial services firm
seeks a strong accounting professional to oversee staff and coordinate accounts receivable workflow, monitor international revenues, review budgets and commissions and maintain monthly
write -offs and adjustments. This individual will also be responsible for quarterly commissions calculations and analysis. Ideal
degreed candidate will have three plus years of full -cycle accounting experience and proficient knowledge of Microsoft Excel.
Great benefits and salary to $50,000.

SeniorFinancial Analyst
High - profile brand marketing company seeks a motivated leader
to join its dynamic team. Will be responsible for variance and
sales projection analysis, developing financial models and assisting in the preparation of quarterly budgets and annual strategic
planning processes. Ideal candidate will have four plus years'
analysis experience with some supervisory exposure. CPA/MBA
preferred. Excellent benefits and salary to $60,000.

Operational Controller
Track to CFO! Manufacturing company seeks an Operational
Controller to oversee manufacturing processes and management
reporting. Ideal professional will have six plus years of strong job
cost experience with system integration knowledge. CPA/CMA
preferred. Company offers excellent benefits and salary to $75,000.

Senior Financial Analyst
Excellent opportunity to use your healthcare experience in a very
visible position with this premier organization. If you are looking
for a chance to contribute to the strategic direction of a company
while expanding your experience in the area of systems and database tools, this position could be for you! Ideal candidate will
have experience in hospital costing systems and strong analytical
skills. Organization offers full benefits and salary to $65,000.

Cost Accountants
Enticing growth opportunities for sharp self - starters with
cost /manufacturing experience. We are seeking high - energy,
motivated individuals who are interested in potential advancement as well as immediate challenges with Fortune 500 companies. Qualifications include BA in accounting and four plus years
of cost accounting experience. CPA/CMA a plus. Great benefits
and salary to $55,000.

Systems Analyst
Global manufacturer seeks a Business System Analyst to support
the financial and cost modules for the global implementation of
SAP. This professional will be responsible for driving ongoing
enhancements for locations already converted to the new system
as well as training financial users at each location. Ideal candidate
will have four plus years of financial operations experience and
be willing to travel internationally. Knowledge of SAP preferred.
Bilingual a plus. Company offers excellent benefits and salary to
$65,000.

Assistant Controller
Successful real estate management company is seeking an Assistant Controller with six plus years of public accounting experience with some supervisory exposure. Consolidations and real
estate experience a plus. Peachtree knowledge a plus. This company offers a great career path and a dynamic working environment. CPA helpful. Great benefits and salary to $55,000.

Payrol0enefz'ts Manager
Growing architectural firm has an immediate need for a payroll
and benefits manager to process payroll for approximately 150
employees. Will also evaluate various payroll systems, decide
upon a new system to be implemented and oversee the subsequent conversion process. Ideal candidate will have three plus
years of full -cycle payroll experience and excellent communications skills. Must have the ability to develop new procedures and
make policy changes. CPP a plus. Full benefits and salary to
$36,000.

Accounts Payable Clerk
International seafood company has an excellent opportunity
available for an accounts payable professional to handle full cycle, heavy volume payables in this team- oriented environment.
Responsibilities include managing product inventory, coordinating product shipments and communicating with branch offices
and vendors. An individual with strong accounts payable background and excellent communications skills desired. Broad
accounting exposure and experience with physical inventory
helpful. Excellent benefits and salary to $30,000.

............................................................................................................................................................ ...............................

Call now for a FREE copy of the Robert Half2000 Salary Guide.
For more information on these and other professional opportunities, call Robert Half at 800.474.4253
to be connected directly with your local office, or visit our website at roberthalfcom.
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CAREERMAG.COM

LAUNCHED IN 1994, CareerMag is
the most comprehensive career
resource on the web. Post your resume
and search over 80,000 current job listings from hundreds of Fortune 1000
companies. Other features include
workplace and job search articles.
Call 888- 440 -5110 to post a job or
log onto www.careermag.com.
CM A /CFM REVIEW

GLEIM /FLESHER CMA/CFM
REVIEW. The most effective way
to PASS the new CMA and CFM
exams. Over 5,000 questions. Software
emulates Sylvan computerized exam
format. Books $22.95, Software $35.00,
Cassettes $60.00 per part, total cost!
(800) 87- GLEIM, www.gleim.com.
HELP WANTED

BUSINESS ADVISOR MEXICAN
OPERATIONS. Advises President of
corporation regarding corporate business activities as they relate to Mexican
investments, including: Preparation,
using standard computer software
applications, of reports which summarize and forecast company business
activity and financial position in areas
of income, expenses, and earnings,
based on past, present, and expected
operations. Recommends major economic objectives and policies for Mexican operations. Directs preparation of
budgets for Mexican operations. Prepares reports required by Mexican regulatory agencies. Advises management
on desirable operational adjustments
due to Mexican corporate, labor, insurance and tax law considerations.
Advises on hiring of Mexican professionals (such as lawyers and accountants) and on dealings with Mexican
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governmental officials to accompany
objectives and needs. Requirement:
Four years of College undergraduate
education in Business Administration
and six years experience in the job
offered or in Business Administration
and /or Management. Special Requirement: Ability to speak, read, and write
in the Spanish and English languages.
40 hours /week; 8:00 am - 5:00 pm:
$51,791 /year. Contact Office of
Employment Security, 1991 Wooddale
Blvd., Baton Rouge, Louisiana 70806.
Job Order Number 1091871.
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:
423 - 992 -9191 or e-mail your resume
to: chartercareer @mindspring.com.
Charter Career Consultants, Inc., P.O.
Box 908, Maynardville, TN 37807. Our
client companies pay our fees.
SR. ACCOUNTANT /AUDITOR with
extensive experience in standard and
cost accounting, and auditing needed
to provide litigation support in high
profile international trade cases.
Responsibilities include analysis of foreign companies' accounting practices
as well as production and cost data
submitted by foreign manufacturers;
identifying anomalies in financial data
and reports; effectively communicating
findings with attorneys to develop case
facts and arguments; and developing
cost models to determine cost of production in foreign locales. Experience
in heavy manufacturing environment a
big plus. Accounting degree required.
CPA is desired. We are located in

Washington, D.C. and offer an excellent salary with generous comprehensive benefits. Fax resume to P. Marcus
(202) 371 -7942.
CONTROLLER Springfield, MO.
Analyze financial records to forecast
future financial position & budget
requirements. Advise management on
investments & loans for short & long range financial plans. Prepare financial
reports for management. Develop policies & procedures for account collections & extension of credit to clients.
Bachelor's in Business, Finance or
Management Engineering & 2 yrs exp
required. 40 hrs /wk. $48,847/yr. The
Job Order # for the Job Opportunity is
193264. NO CALLS, PLEASE! Send
resume to: Shirley J. Gregory, Missouri
Division of Workforce Development,
1411 Main St., Kansas City, Missouri
64105. Must have proof of legal
authority to work in the United States.
EXTEND YOUR PRACTICE

SELECTIVE TERRITORIES
AVAILABLE. If you understand the
difference between accounting data
and management information, we
want to talk to you! Please call
800 - 888 -6894. www.etek.net.
STARTING A PRACTICE

TIRED OF THE CORPORATE RAT
RACE? Then start your own successful
accounting practice. New Clients, Inc.
has helped hundreds of professionals
do just that! Our proven programs
include guaranteed billing, hiring and
training of a marketing staff, internal
processing procedures, and much,
much more. Call 800 - 338 -0778 for
details. www.newclientsinc.com.

ATTENTION:
STRATEGIC FINANCE
READERS
Beginning with the January 2000 issue,
Strategic Finance's reader service program
goes completely electronic at

www. strategicfinancemag.com /getinfo.
Strategic Finance makes it fast and easy to get
the information you need on all the products
and services you see in each issue. Only get
it faster. Simpler. Better. Now. All you have to
do is visit one website:
www. strategicfinancemag .com /getinfo.
Then select the products, product
categories, or advertisers for whom you want
to receive FREE information.
That's it. You can have the information
delivered to you by e-mail, postal mail, fax,
or even telephone. Or you can click on a link
that will take you straight to the vendor's
website in one easy step.
It's quick. Convenient. Fast.

Advertiser

Web Address

ABC Technologies
Accountants on Call
Adaytum Software

www.adaytum.com

Page No

RS No

www.abctech.com

C2

4

www.aocnet.com

9

6

2

15

The Asian Wall Street Journal

43

Comshare, Inc.

www.comshare.com

Creditek Corporation

www.creditek.com

Fleet Financial Group, Inc

www.fleet.com

IMA CMA /CFM

www.imanet.org

7

12

C4

7

1

18

41

IMA Commemorative Coins

25

Lambers

www.lamberscpa.com

68

MicroMash

www.micromash.com

14/42

MIS

www.misusa.com

Navision Software US, Inc.
Oracle Corporation

22

5

5

www.navision - us.com

C3

3

www.oracle.com

64

Pendock Mallorn Ltd.

www.pendock.com

12

Robert Half Marketplace

www.roberthalf.com

76 -77

Softworld

www.softworld.com

15

10

Solomon Software

www.solomon.com

11

8

So next time you're interested in a
product, service, or advertiser, go to
www. strategicfinancemag .com /getinfo.

CLASSIFIED INFORMATION

EDITORIAL ADVISORY BOARD

Rates:�$4.00�per�word�—�15�word�minimum. Advertising copy over 50 words is
charged at display advertising rates.
Abbreviations, ZIP codes, and phone

Ralph L. Benke, Jr., CMA

numbers count as one word each. All
classified advertising must be prepaid.
Noncom missionable.
Closing Date: Deadline for copy is 2 1
days preceding month of publication.

AUTHORIZATION TO PHOTOCOPY
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provided that the base fee of $3.00
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directly to CCC, 222 Rosewood Drive,
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$3.00 + 30C
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may be faxed to Alice Schulman at (201)
573 -0639.
Ac ceptance: Publisher reserves the
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The Road Warrior (2050)
The pace of change in fast - moving information technology leads to
this versatile business traveler on Mars.
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N"isION
so f t w a re
for enterprising businesses

Navision Software US, Inc.
1- 800 -552 -8478
www.navision - us.com
Circle No. 3

ere Creditek, the nationally
recognized revenue management and receivables
consulting, project management and
outsourcing company. We have
delivered hundreds of millions of
dollars of incremental cash flow and
profits for our clients.
"S.W.A.T." Project Teams for backlogs in billing, credit, collections,
deductions and reconciliations.
Strategic Receivables Outsourcing
includes turnkey billing, credit, collections, cash application, and customer
payment deductions.

o-

Consulting Solutions provide best
practices revenue management consulting to compress the revenue cycle,
improving cash flow and working
capital.
Audit and Recovery of Claims and
Deductions provides expert outsource
and audit programs to validate and
recapture invalid customer deductions,
including" post audit" chargebacks.
Creditek Risk Management
Group, LLC provides domestic and
export insurance to manage reserves
and bad debt loss.
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In a competitive economy, you've got
to look at business from a different
point of view. Call us today for immediate, long term solutions.

CREDI TEK
End-to -End Receivables Management

0
,M

Offices Nationwide

1- 800 - 216-4000
Ask for Rich Lander, EVP, Ext. 358
Circle No. 7

