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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 °W BankBoston.
FleetBoston Financial Companies

Member FDIC Fleet and BankBoston are registered marks of FleetBoston Financial Corporation. 01999 FleetBoston Financial Corporation. All rights reserved.
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for a fast time -to- solution.

NO PROBLEM.
WE'RE FLEXIBLE.

products include Financials, Distribution,

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
consultants, Solomon business software
can be quickly customized for your
environment, seamlessly integrated into
your existing system, and easily adapted
over time as your needs change to pro-

Solomon Soft

-end the Solomon logo arc lndemarkc of. and Flewwi inr m hvv you rhea. F aver

u

tect your investment. Our flexible

SOLOMON
S O

F T W

A

R E

Flexibility to get you there. Faster.»
www.soIomon.com /stratfin

a —me mark of. Solomon Software, Inc. Olher prodan are rrademorks of their respective owners. V Copyright 1994 Solomon Soflwsre. Inc, All Rights Reserved.

Circle No. 8

•ILVAL

` -,

VAI=

C o n t e n t s
An IMA publi cation

Jan uar y 2 000

� eatures
24IsYourITProjectStuckinAnalysis/ParalysisMode? By

MIKE

SPACEK

, CPA

To hire a consultant or do it ourselves? That's the question facing many corporate executives. Here's some sound

advice from a professional who has been on both sides. 0

29LessonsfromaSwissBank

By

RAMONA

DZINKOWSKI

Risk models for capital assets and credit are widely used based on generally accepted principles, but operational risk

is a less well- defined area. A former CFO at a European bank describes the principles used to set up such a system. 0

34 Why Outsourcing Is In

By

TIM

KEARNEY

New�technology�has�now�made�it�more�feasible�—and�cost�effective�—for�companies like Owens Corning to outsource its expense reporting process to an application service provider.

39MergerAccountingMagicMayDisappear
BY

ALFRE D

M.

KING,

CMA,

CFM

,

AND

NE IL

KELLY

Poof? Goodbye to "virtual earnings "? FASB wants to scrap pooling of interests
accounting that helped many companies report big increases in the bottom line. Q

44 "1 Think You'veGOHV"

BY

SHERYL

LORI N

SPANIER,

AND

KATHLE EN

G.

STRICKLAND,

WOOLFE

"Professor 'Iggins" is in demand as today's financial and accounting managers
hire coaches to groom them for promotion and expanded responsibilities. Just
like Eliza Doolittle, many finance professionals need to brush up on their communication skills and professional appearance.
Articles meet CPE requirements for:
© NASBA and IMA /CMA /CFM or * IMA /CMA /CFM
For information on earning CPE by reading Strategic Finance, visit the IMA website, www.imanet.org or contact Alice Hayes at
(201) 573 -9000, ext. 213; fax (201) 573 -8185; or by e-mail at ahayes @imanet.org.
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B y R i c hard M. Swanson, Publ i she r

Resolutions
FIRST OF ALL, CONGRATULATIONS. SINCE YOU'RE READING THIS, YOU AND THE
world have survived Y2K. Having done so, now would be a good time to ponder where

Strategic Finance is indexed in the Accounting

you're going to take your career for its duration, given that it wasn't truncated at

Howell Information and Leaming (formerly

12:00:01 a.m. on January 1.
We all make New Year's resolutions, and occasionally we even keep them. I'd like to
suggest that you make at least one relative to your professional life, and I'll even offer a
few thoughts to get you going. First of all, consider where you
are in your professional life. Are you just getting started? Lucky

and Tax Index and is available via microform
and /or electronic databases from Bell &
UMI), P.O. Box 1346, Ann Arbor, MI 481061346. (800) 521-0600 or www.umi.com.
Permission is granted to reproduce any of
the contents of this issue for use In courses
of instruction, so long as the source and IMA's
copyright are indicated in arry such reproductions. Written application must be made to
the Editor for permission to reproduce any of

you. Lots of options, plenty of opportunities. Do you know

the contents of this issue for use in other

what you want to do, at least medium term? Are you in the

and books of readings or cases. Except as

right industry? Big company /small company? Perhaps you

otherwise noted, the copyright has been

should set a goal that, by the end of the year, you will develop a

in this magazine. For those items for which

solid understanding of where you want to point your career. Do

than courses of instruction—e.g., textbooks

transferred to the IMA for all Items appearing
the copyright has not been transferred,
permission to reproduce must be obtained

that by actively seeking out opportunities to talk to people in a
variety of positions, industries, companies. Find out what they
RICHARD M. SWANSON

directly from the author or from the person or
organization given at the end of the article.
Views expressed herein are authors' and

do, how they got there, their balance between professional /per-

do not represent IMA policy unless so stat-

sonal time and energy. IMA meetings and conferences are great places to pursue such

ed. Publication of paid advertising and new

a strategy, and you can probably think of others.
Are you mid - career? You have two choices: Either continue the track you're on, or
change before it gets any later. If you're on the right track, I would suggest you set a
goal of identifying what you need to add to your set of knowledge, skills, and abilities
to allow you to achieve your goals on that track and develop a strategy for acquiring
those KSAs. You want to become a CFO in your industry /company? Talk to some and
find out how they got there. Again, IMA is a great resource for this kind of effort.
Are you late career? A couple of ideas: First, give some serious thought to what you
could possibly do to make your current job more rewarding, and then go do it. For

product and service information does not
constitute an endorsement by the IMA of the
advertiser or the product or service.
Registered with the National Association
of State Boards of Accountancy as a sponsor
of continuing professional education on the
National Registry of CPE Sponsors. State
boards of accountancy have final authority
on the acceptance of individual courses.
Complaints regarding registered sponsors may be
addressed to NASBA, 150
Fourth Avenue North, Suite
700. Nashville, TN 37219-

CPE

help, seek out others in similar positions in other companies and compare notes.

2417, 615-880 -4200. IMA is registered with

Change your job without a transfer. (By now, I needn't mention that IMA is a great

Examiners as a sponsor of continuing

way to make these contacts.) Second, give something back — mentor someone. Pick a

professional education. Complaints or cortr

person you believe will benefit from your wisdom, and make it a personal cause to see

addressed to the North Carolina State Board

that they end the year doing a better job of achieving their potential than they are
today. There are few things more satisfying than being able to say to yourself- "I had a
positive impact on somebody's life and the lives of their family."
Make 2000 a year that you'll be able to look back on as having been the launch pad
for a better professional life. Have an objective, make a plan, execute. Change your
future. Don't let inertia take over.
Happy New Year. ■

the North Carolina State Board of CPA

ments regarding registered sponsors may be
of CPA Examiners, P0. Box 12827, Raleigh,
NC 2760E-2827. 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 -229; Illinois 158-000574; Indiana
CE92000121; Maryland 265; New Jersey
313; New York 896 -23; North Carolina 820158; Pennsylvania PX- 437 -L; Texas 28;
Washington 00319; West Virginia 93-090
and NASBA 103004. Qualified sponsor of
CPE for individuals enrolled to practice

Rick Swanson can be contacted by e-mail at rswanson @imanet.orQ.
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S E M I N A R S
presented by Oracle Corporation
co- sponsored by the IMA and
Strategic Finance magazine
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.
Oracle Order Management for E- Business

SEM—�Managing�for�Value

Description: Oracle Order Management is specifically designed
to�support�the�needs�of�an�e-�business�—high�volume�transactions,
customer self- service, web -based collaboration, service -based
offering, and flexibility to adapt to changing business conditions.
Date: 01/10/2000 Time: 11:00am - 12:00pm PST

Description: Through the use of Strategic Enterprise Management
to set corporate goals and objectives, you can: (1) link strategic
planning to operational execution, (2) drive customer and product
profitability, and (3)increase shareholder value.
Date: 01/11/2000 Time: 11:00am - 12:00pm PST

Oracle Exchange Your
Bus ine ss to Bu si nes s Mar ket pla ce
Description: Oracle Exchange is the most comprehensive business to- business online marketplace. Attend this seminar to learn more
about the benefits to buyers and suppliers.
Dates: 01/12/2000 Times: 11:00am - 12:00pm PST
01/26/2000
11:00am - 12:00pm PST

In te r ne t P r oc u re m en t
Description: Oracle's Internet Procurement solution enables
companies to save up to 20% of all procurement costs, dramatically
improving a firm's cost structure and profitability. Oracle Internet
Procurement companies can efficiently and cost effectively source
their products, collaborate with trading partners, and buy goods and
services at the lowest total cost.
Date: 01/19/2000 Time: 11:00am - 12:00pm PST

Business Intelligence f or e- business
Description: An e- business continuously refines its competitive
strategy using business intelligence about its customers, suppliers
and internal processes. With Oracle's Internet -based business
intelligence, everyone in your organization receives timely
information critical to their success. Integrating enterprise -wide
data, Oracle's business intelligence provides a complete picture
of�your�operations�—all�from�a�customizable�home�page.
Date: 01/24/2000 Time: 11:00am - 12:00pm PST

Strat egic Fin ance in the Inte rnet Age
Description: In the Internet economy, businesses face an entirely
new set of realities. While the goals of increasing sales, boosting
profits, streamlining operations, and adding to shareholder value still
apply,�the�game�has�also�changed�—it's�now�an�e-�business.
Date: 01/12/2000 Time: 9:00am - 10:00am PST

The Internet Changes Business Travel
Description: Oracle Travel Management is a comprehensive corporate travel solution that enables you to create a powerful partnership
between travel managers, corporate travelers, and travel suppliers.
Learn how this solution can dramatically reduce both the administrative and direct costs of corporate travel.
Date: 01/13/2000 Time: 11:00am - 12:00pm PST

Oracle Advanced Planning and Scheduling
Description: This solution enables an organization to optimize its
global supply chain with industry leading functionality and full Internet collaboration. Tune in to this exciting seminar to learn more
about how the Internet changes advanced planning and scheduling.
Date: 01/20/2000 Time: 11:00am - 12:00pm PST

Oracle Treasury
Description: Learn how Oracle Treasury helps enterprise Treasury
professionals manage global operations over corporate intranets
with greater efficiency, profitability, and control.
Date: 01/25/2000

Time: 1:00pm - 2:00pm PST

Go to http : / /www.oracle.com /iSeminars and click the seminar title and time of choice for online registration.
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by C.S. "Bud" Kulesza, CMA, CFM

F I N A N C E E D I TO R

Alan Levinsohn
CO PY ED ITO R

If you're reading this column then we have made it into the new

David Elman

millennium, hopefully with a minimum of disruption to our lives.

A R T D I R E C TO R

Mary Zisk

Isn't it interesting, how in a profession that is known for

PR OD UC TION

Manager:Lisa Nasuta
Patricia L. Keeley

change, we faced with trepidation the uncertainty that came with

CIR C U LATIO N

the new millennium. Perhaps it's because we weren't totally in

Alice Schulman
E DITOR I AL. C ON SULTANT

control, although in our profession
we have had a lot of experience with
both creating and managing change.
The experience, for most of us, began
when we entered the profession, prepared for the challenges we were
about to face. Although we all still
deal with uncertainty, we can reduce
its hold by preparing ourselves for the creation and
management of change.
Two of the best ways for
IMA members to prepare
to meet the challenges of

continuing education for attendees.
efforts on making Philadelphia one

of IMKs largest conferences, targeting 2000 attendees in 2000.
"2000 in 2000" is a catchy slogan
capsuling our objectives for the turn
of the millennium. It will sound even
better when we talk about
accomplishing these goals.
Perhaps we can use this
phrase as a rallying point
for other IMA programs. I
would really appreciate your
the new millennium are
input, your "two cents," on
through certification and
ways we might use "2000 in
continuing education.
2000." Please drop me a
To celebrate the beginnote (bkulesza @imanet.ore)
C.S. "BUD" KULESZA
ning of the 21st Century,
with your suggestions.
IMA is offering student members
Whether you're a student or regular
the opportunity to sit for the CMA
member, there is an opportunity for
or CFM free of charge through a
you to prepare yourself for the new
student scholarship program. The
millennium. Sign up and sit for either
program is designed to attract 2000
certification exam! Attend the Annual
students into sitting for and passing
Conference in Philadelphia and get
either the CMA or CFM certification
that continuing education! Rememexam in the year 2000.
ber: Together we can make a differThis year's 81st Annual Conference
ence as we prepare ourselves to meet
in Philadelphia, June 25 -28, 2000,
the challenges of the new millennium
will offer more than 31 hours of
and make "2000 in 2000" a reality. ■
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eCommerce Solutions that work

Careers I By Max Messmer, Editor

Building Your Presentation Skills
The company controller has called with an urgent request. In less than a week she
wants you to present to senior management the results of your cost analysis project for implementing new payroll procedures. You are confident in your work but
not in your ability to make the presentation. Who can blame you? You have no experience making presentations to the executive team. In fact, you can count the
number of speeches that you've made in your career on one hand.
As you begin to prepare, it's helpful to recognize that
you're not alone. Most people with little or no speaking
experience feel at least some trepidation at the prospect
of having to deliver a key presentation. Once
you overcome this fear, however, you'll
aL
recognize so many other valuable benefits. Public speaking boosts your
self - confidence and promotes your
leadership skills. It also increases
your visibility within the firm and
establishes your reputation as a
credible information source.
So how do you overcome your apprehension and deliver that speech of a
lifetime? Preparation is critical. The better prepared you are, the more confident
you will feel. And the more confident you
feel, the better you will be able to convey
your all- important message in a relaxed, professional
manner. Here are some steps to help you get ready for a
successful presentation:
Create a positive mind -set. Realize that you can develop
excellent speaking skills. While it helps to be outgoing and
charismatic, these aren't the main characteristics that result in a sensational presentation. Substance is key.
Take the focus off yourself. You've probably heard people say, "When you think about helping others, you forget

T,
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your own worries." The same principle applies when
planning to deliver a speech or presentation. Think about
how you can be of service to your audience, and you will
feel less threatened addressing them.
Identify your goal. Speeches are
generally designed to educate, persuade, sell, or inform. In this instance, your primary goal will be to
inform. This type of speech is more
fact -based and requires less effort on
your part to "sell" a product or idea.
Know your audience. This will help
you set the proper tone for your speech.
Generally, the more senior -level professionals in attendance, the more formal
your presentation should be. Be sure to
\\ /
stay focused on the key points of your
analysis, and offer brief summaries to
reinforce top -line issues. Also, be prepared for the types of questions they are likely to ask.
Plan your presentation accordingly. Go beyond simply
stating the results of your cost analysis and explain how
you came to your conclusions and how the analysis affects the company's bottom line. It will make for a more
compelling speech and give the executives in attendance
the information they need to make a final decision. You
don't have to make your presentation entertaining, just
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interesting. If writing a presentation
is a weakness for you, consider taking a course on speech writing for
your long -term professional development. In the meantime, practice
your presentation with a colleague
or family member and seek his or
her feedback on your overall
delivery.
Make use of supporting materials.

In addition to flip charts, consider
software that allows you to create
professional - looking, full-color presentations that can be projected onto
a screen from a laptop computer or
output to slides or overheads. Most
software programs are easy to learn
and highly flexible, allowing you to
import files and spreadsheets.
Practice your speed. You may even
want to tape your presentation and
play it back to see how it can be improved. Don't worry about memorizing it. Simply be familiar enough with
the content so you aren't reading each
word from your notes. Speaking from
an outline will be more effective and
will allow you to focus on any charts
or other visuals you incorporate into
the presentation.

The Big Day
On the day of your presentation, arrive early so that you can gather all
the materials and visual aids you will
need. If you intend to use a laptop
projector or other equipment, see
that it works properly. Even if someone else does the setup for you, arrive early to make sure that everything is in working order. Also,
check to see if there are enough
chairs in the room.
Before you begin your presentation, let attendees know when and
how you plan to address their questions. Some speakers prefer to field
queries at the end of a speech, but as
you present the results of your cost
12
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analysis to senior management, you
will likely need to answer questions
as they arise or give clarification in
areas that are unclear. This will actually make the presentation go more
smoothly. Begin your presentation
slowly and deliberately. This approach will prevent anxiety from
causing you to speak too quickly. It
will also help you to relax. Articulate
words clearly so they are easily understood. In addition, allow attendees to think about what you've said
or take notes while you pause.
When speaking, maintain eye contact with attendees around the room.
Don't be afraid to look directly in a
person's eyes. The individual will absorb more of what you have to say.
Be enthusiastic where appropriate.
When you show passion for your
topic, others will do the same. At the
same time, be careful not to provide
too much detail on the results of
your research. You don't want to
drown your audience in a sea of uninteresting data and other factual but
potentially mundane information.
Finally, don't worry about impressing people with your delivery
and hand gestures. If your presentation provides attendees with valuable, concrete information, that

Separate Yourself
from the crowd...
Become a CMA (Certified
Management Accountant) or CFA
(Certified in Financial Management)
Let Lambers show you how you can
achieve thesegoalsright in your own home!

IAMben
CMA/CFM REVIEW

alone will impress them.

A Final W ord
Once you finish your speech, you
certainly will be relieved. But if you
want to make sure you won't feel as
nervous the next time you're asked
to make an important presentation,
take steps to improve your comfort
level with speaking before an audience. Start by eliciting feedback from
colleagues and others whose opinion
you value. Encourage them to provide constructive criticism on how
you presented the results of your
analysis, and try to learn from their
comments.
As you enter senior management,
presentations of this kind will become more common. Therefore,
you may want to consider joining a
public speaking group such as
Toastmasters International. This
could be a good way for you to
hone your skills and learn from
other speakers. It can also help in
your day -to -day interaction with
coworkers by increasing your confidence level. Think about giving additional internal presentations or
volunteering to address a local accounting association (such as your
local IMA chapter). Many of these
groups are eager to have guest
speakers.
Practice is key to strong presentations. Following this advice will do
more than improve your speechmaking abilities: The next time
your company controller asks you
to make a presentation, you'll see
the request as an opportunity to
showcase your talents and advance
your career. ■

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

By Bob Gunn, Editor

Decisions, Decisions
EVERYONE KNOWS THAT MAKING GOOD DECISIONS

depends on analyzing every facet, dissecting every variable, and taking all facts into account. In other words,
managers operate on the assumption that decision making is a rational, quantitative process. This belief provides
work for many finance and accounting professionals, for
they're the ones who do most of the analytic work when
line managers start making decisions.
But decisions have an elusive aspect. At the moment
leaders make decisions, they are committing themselves
to a course of action with an uncertain outcome. They're
taking a step into the unknown.
Because the unknown seems risky,
managers are tempted to play the game
not to lose rather than to win. This
mind -set favors conservatism and uses
assumptions that give more weight to
negatives — "what might go wrong" —
than to positives — "what needs to go
right." Expectations are keyed to past
results, so people are skeptical that far
better outcomes can be generated by bold, fresh, or innovative actions.
But bold decisions are the precursors of great outcomes. Precisely because the future is unknowable, you
can't really tell if positive or negative outcomes are more
likely. In an important sense, you get what you expect. So,
in the absence of certainty, why not expect the best?
Suppose, then, that leaders consciously embraced the
unknown when they made decisions. How would this
look?
For one thing, they would want to be very clear about
the questions to ask. All too often, leaders start off halfcocked in the sense that that they're so eager to get to the
"what" and "how" answers that they fail to first address
14
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the fundamental "why" and "where" questions.
Recently a client was faced with a long list of investment proposals, and the finance staff was extremely busy
analyzing them using various tools that would yield a
forced ranking. Someone brought all this activity to a halt
by raising two basic questions: (1) "Why does investment
need to be made in this business ?" and (2) "Where should
these resource commitments lead us ?"
Once these questions had been asked, it took the leaders
less than an hour to clarify the desired outcomes and to
specify the critical factors. End of story. Then it took the
finance team less than a day to apply
this common -sense direction and whittle the investment list to a few critical
programs.
Originally, everyone had assumed
that there were too few resources to
fund all the necessary projects. Now,
they were surprised to find a surplus of
money and people. Because the context had been clearly established, the
finance team found it much easier to explain to the leaders how it had arrived at its decision and to demonstrate
that the results made sense.
Asking the "why" and "where" questions always pays off.
They point to the big picture and force people to look past
the details and encompass the future as part of the "now."
Such questions call on leaders to use their innate wisdom
and common sense because the thinking path to answer
them is insight driven, not analytically derived. And it's
something that any finance or accounting business partner
is well equipped to do, for what he or she brings to work is
a desire to see things add up and keep the whole picture in
focus.
Another aspect of embracing the unknown is exploring
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corporate (kor'purit, - prit), —adj.
1. pertaining to a united group, as of persons: the

corporate good.
2. united or combined into one.
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view (vy00). —n.
1. sight, vision.
2, range of sight or vision:
3. prospect: expectation: the view for the future.
4. to consider: to view the repercussions of a
decision.
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Circle No. 15

all variables defined by the decision.
This is nothing more than understanding the critical aspects of the
decisions as you make up your
mind. It's thinking from the stance
of "looking to learn" rather than "applying what you already know."
How many times have you seen
people fit their "answer" to the situation at hand when everyone else can
plainly see that the circumstances require something fresh? Too many.
When you hear someone say "We've
tried that before" or "That reminds
me of such and such a circumstance," you know that he or she is
living the past. While the answers
may have been exactly right for that
time and place, good decisions have
to address things as they exist now.
Henry Ford couldn't see that his
stubborn attachment to the color
black and the Model T was going to
bankrupt his company. His devotion
to one model and one color
stemmed from the principle of "not
wandering from our own path, but
learning to do one thing well." Unwittingly, this "answer from the past"
put everything he had accomplished
at risk because the markets had
changed. Fortunately, he had the
courage to embrace the unknown.
He shut down for more than a year
to re -tool the company —a bold decision by any standard.
Continuing to push past the frontiers of knowledge into uncharted
areas lies at the heart of continuous
improvement. Kaizen, as the Japanese call it, takes the long -term view
that making efforts to improve can
yield revolutionary results.
Toyota wrote a book, 20 Million
Suggestions in 20 Years,that captures
this idea. They consider implementing any suggestion that can save at
least 1 /100th of a minute —half a
step or the time it takes to reach your
18
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hand for something. They attribute
more than half of their cost advantage to the application of this principle by everyone in the company.
This determination to make things
better step by step is another way of
saying, "Innovate by taking one decision or action at a time into the
unknown."
Exploring the unknown sometimes leads to insights that are truly
revolutionary. But whether the results are big or small, it's the inherent learning that comes from working from a stance of "not knowing"
that produces fresh and creative answers time after time.
Finally, working in the unknown is
mistakenly believed to be stressful.
Nothing could be further from the
truth! Everyone has had the experience of trying to force an answer by
willpower alone and has experienced
the associated bleak feelings— stress,
anxiety, pressure, muddle, or even
frustration. But consider how you
feel when you pose a question and
then wait for the obvious to come to
mind. Curiosity, expectation, surprise, or gratification are characteristic of these moments. Haven't you
put off making a decision and been
surprised a few days later when a
common -sense answer came to mind
when you weren't even expecting it?
This works in business, too. One
of our clients had been stymied trying to decide which to do first —get
on with an improvement program
or spend more time clarifying the vision and purpose. They couldn't resolve the dilemma, so they put the
question aside.
By the next meeting, a few days
later, about half the group had arrived at the same thought: to do
both by either integrating the vision
work into the first project or by integrating the project work into the vi-

sion development.
The act of putting the issue on the
back burner can be liberating. It isn't
that you're forgetting about it. Quite
the contrary. The topic remains in
your subconscious, and you are confident the answer will come to you
from beyond acquired knowledge —
from what we call wisdom or common sense.
While there's a place for analytic
rigor in making decisions, we have
learned that you can't expect to arrive at fresh, creative, or innovative
decisions either by analyzing the past
or by comparing future scenarios.
Getting to the heart of the matter,
seeing the obvious, and illuminating
choices clearly comes from reflecting
on the right questions, exploring the
important variables in search of
something fresh, or by putting the
topic on hold and waiting for something to come to mind that is obviously right.
Finance and accounting professionals who want to impact business
results know that they can help their
leaders and line managers most by
helping them to focus on the right
question, by being unafraid to explore uncharted waters, and by resisting the temptation to act before
clarity is achieved.
Analytic tools and frameworks are
useful in bounding the decision, indicating a direction, and describing
desired outcomes, but, when it comes
to exploring the unknown, they are
no substitute for the human mind's
creativity and inventiveness. ■
Bob Gunn leads Gunn Partners, a 50person consulting firm that helps Fortune 500 companies improve the relevance, value, and productivity ofstaffj`
functions. You can call Bob at (617)
747 -5010 or e-mail him at
beunn@gunnvartners.com.

Anthony P. Curatola, Editor

Taxes

Roth IRAs: Recharacterized and
Reconverted Part 2
IN LAST MONTH'S COLUMN, WE DISCUSSED THE

issue of whether a taxpayer should maintain an existing
regular IRA or convert it into a Roth IRA. We examined the
1999 rules for recharacterizing a Roth IRA conversion and
subsequently reconverting it to a Roth IRA. In this month's
column, we'll address the applicable rules to reconvert an
already recharacterized amount for the year 2000.
Reconversions In the New Millennium. As we already
know, a taxpayer is able to make a Roth IRA conversion
and then recharacterize it and finally reconvert it to the
Roth IRA. The trick is that the rules beginning in the year
2000 are slightly different from earlier years. Specifically,
Regulation section 1.408A -5 A- 9(a)(1) stipulates that a reconversion is permitted to the Roth IRA 30 days from the
date of the recharacterization or at the start of the taxable
year following the initial conversion, whichever occurs
later. The rule is straightforward, but considering the following two examples may help you to fully appreciate it.
EXAMPLE 1: Kris converts her regular IRA of $12,000
into a Roth IRA in February 2000. In October 2000, Kris
returns the entire stock portfolio and any earnings to the
regular IRA from her Roth IRA (that is, recharacterizes).
If Kris decides to reconvert the stock portfolio and any
subsequent earnings to the Roth IRA, she must wait until
January 1, 2001. Since January 1 is a legal holiday, Kris
will actually need to wait until January 2.
EXAMPLE 2:Celeste converts her regular IRA of $15,000
into a Roth IRA on December 10, 2000, and recharacterizes the $15,000 and any earnings back to the regular IRA
on January 15, 2001. In this case, Celeste can't reconvert
the regular IRA into a Roth IRA on January 1. Celeste
must wait until February 14, 2001, because the 30 -day
waiting period includes January 15 to 31 (that is, 17 days
including the day of the transfer) and February 1 to 13
(that is, 13 days).

What About a Failed Reconversion? Another possible
situation is where the taxpayer attempts to reconvert from
a regular IRA to a Roth IRA before satisfying the above
rule. In this case, the failed conversion can be remedied by
transferring the failed amounts back to the regular IRA
(see Regulation sections 1.408A -4 A -1(a) and 1.408A -5 A9(a)(1)). Moreover, the transaction isn't treated as a conversion according to Regulation section 1.408A -4 A -l(d).
The following example illustrates this issue.
EXAMPLE 3:Suppose in Example 2, Celeste did the reconversion to the Roth IRA on January 30, 2001, which is
prior to February 14, 2001. The transaction is a failed reconversion. Celeste can undo the error by transferring the
failed amount back to her regular IRA before February 14
without penalty. Better still, she can reconvert that amount
back to the Roth IRA on or after February 14, 2001.
What About a Failed Conversion? If a person converts
his or her regular IRA into a Roth IRA and then learns
that he or she doesn't satisfy the conditions under Regulation section 1.408A -4 A -1(a), then the failed conversion
is treated as a conversion for purposes of reconverting.
See Regulation section 1.408A -5 A- 9(a)(2). In other
words, the taxpayer can undo the failed conversion but
must satisfy the timing rules that were given above.
The Roth IRA has some very appealing properties as a
long -term investment that we're all still learning to appreciate. Fortunately, the rules are such that we have the ability
to correct a bad judgment (that is, a failed conversion) and
still be able to complete the transaction properly at a later
time (that is, reconvert the amounts to a Roth IRA). But
don't fail to follow the procedures set forth in the rules. ■
Anthony P. Curatola is Joseph F. Ford Professor of Accounting at Drexel University, Philadelphia, Pa. E -mail. curatola
@worldnet.att.net.
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Corporate E -Mail Monitoring
on the Rise I Kathy Williams, Editor

IMAJoinsWebProject

MORE AND MORE COMPANIES ARE MONITORING THEIR EMPLOYEES' E -MAIL,
according to recent research by the American Management Association (AMA) and The

Wall Street Journal. AMA studies show an increase in the percentage of such activities by
U.S. companies from 15% in 1997 to 27% now.
Companies cite many reasons for monitoring e-mail. Some fear security breaches. Others search for inappropriate material to avert harassment lawsuits. Still others seek legal

Times Co. and Edward Jones

&

protection in case copyright laws have been broken. All these reasons have led to more
firms dismissing employees for e -mails that were inappropriate, including New York
Co. Others such as Xerox have fired employees for access -

I

The rise in monitoring has led the AMA to urge companies to notify their employees of

;

ing offensive websites.
their e-mail policies. Currently 84% of companies that check e -mail notify their workers.
For more information, visit the AMA website at www.amanet.org.

New Deadline for Financial Executive of the Year Nominations
IMA and Accountants on Call have extended the deadline to February 15, 2000, for nomi-

The management reporting
Part of the project, which
would let companies share
accounting and transaction
information in digital business

nations for the fourth annual AOC /IMA Financial Executive of the Year Award. One
financial executive in each of the IMA's participating regions will be recognized for his /her
outstanding performance and accomplishments. Winners will be
announced at the end of March.
M

Here's how the nominations work. To qualify, a
financial executive must have fiscal responsibility that
;

impacts an organization's bottom line and positively
affects cost savings, productivity, and profitability. He or she doesn't have to be an IMA
member but must be employed in a participating IMA region. Anyone can nominate
another individual —a peer, a boss, a colleague from another organization, a member of
his /her executive staff.
For full details and /or to receive an official nomination package, contact Accountants
on Call at 1- 800 - 327 -1117, ext. 335. Or you can visit AOC's website at www.aocnet.com
and fill out a form online. If you want to ask any questions about the contest, contact
(201) 843 -0006, or send an e-mail to financialexec @aocnet.com.

■

Samantha Cummis, Public Relations, AOC, Park 80 West Plaza 11, Saddle Brook, NJ 07663,

deferral limit for a SIMPLE plan in the chart on p. 47 should have been $6,000 and not
$6,500 as panted.

documents, is particularly
important to IMA members. It
would let customers and sup
pliers have access to the
same files –to check on the
status of an order or a ship
ment, update inventory
records, send and receive
invoices, make payments, and
more –all via the Web.
Project leaders are conduct ing focus groups around the
country to test the feasibility
of and interest in the project.
To find out more and how you
can participate, e-mail Liv
Watson at livl@wworld.com or
Cathy McQueen at cathymca
mindsoring.com.
■

---------------------------------------------------------------------------------------------------------------------- --- ------ -- -- -- ...........
ERRATA: In the December issue, "The 401(k) Gamble" contained an error. The maximum

IMA and several other groups,
companies, software vendors,
and consulting firms have
embarked on a project to set
standards for the exchange of
financial information over the
Internet. This would mean that
companies could share the
same financial data, no matter
which software system they
use, and it would look the
same to everyone. For exam pie, a company could issue its
financial statements in print,
and the same files could be
used to publish the state
ments on its website, to pre pare a 10-K report and file it
with EDGAR, or to prepare corporate tax returns for the IRS.
This isn't possible now.
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Does IMA's Code of Conduct
Apply to Other Functions?
Curtis C. Verschoor, Editor
UNITED FOREST PRODUCTS (UFP)* IS A $1 BILLION

trucker-timber contractor was quite aggravated when he

North American corporation with many large timber and

was given the scale report (board feet and quality). When

wood processing plants. The company is decentralized into

she asked one of the younger scaler employees what was

divisions that operate as profit centers. The majority of the

bothering the contractor, he said, "Are you kidding? You

centers are evaluated on cost control and the achievement

wouldn't believe how much we've been knocking these

of budgeted output and profits. If "target numbers" are

guys down on scale the last three months!" Further conver-

met, all division employees participate in a profit -sharing

sations revealed that Jefferson had apparently told the divi-

Plan, and senior management potentially can receive

sion's mill scalers to accomplish significant reductions

very substantial bonuses.

in both the size scale (in inches of log diameter)

Recently, UFP decided to hire degreed and pro-

and quality measures of logs sold to the mill. The

fessionally certified persons as division con-

impact has been a significant reduction in the

trollers to implement and operate its integrated

price paid to contractors for timber purchased

budget and performance evaluation system

by the division.

(BPES). Amy Kimbell was hired as controller of

Amy Kimbell surmises that her boss, the

the Allegheny Division shortly after the BPES
was adopted. Over the past six months, she

act by causing employees to deliberately give

reviewed the division's performance several times
with William Jefferson, the division manager. It

logging contractors arbitrary and inaccurate

became apparent that the division wouldn't meet its
targeted goals unless drastic changes were made.

r

"low -ball" evaluations of raw material quantity
and quality. This reduces raw material costs,
enabling the division to meet its profit target so that

Unfortunately, when UFP management established

profit sharing can be paid. Although she has no direct

BPES, it didn't recognize that several vertically integrated

part in this activity, she's unsure what actions, if any, she

divisions don't have external markets for their products but

should take to comply with the IMA Code of Professional

are forced to sell internally. The Allegheny Division is actu-

Conduct. She's particularly concerned about the Code

ally a cost center that's forced to use a nonmarket -based
transfer price but is evaluated as a profit center. Jefferson

provision that states:

realized this problem and told Kimbell the only way to meet

management shall not commit acts contrary to these stan-

"Practitioners of management accounting and financial

budget was "to maximize output and make some serious

dards nor shall they condone the commission of such acts by

changes in our cost control." Shortly thereafter, Kimbell

others within their organizations."

noted a dramatic increase in division profitability.
Through study of monthly profit and loss details, Kimbell noted a slight increase in output and a significant
decrease in the purchase cost of raw timber. She knew her

Amy is unsure about what she should do to avoid condoning the purchasing practices that she believes are
unethical. This ethics dilemma poses these questions:
1. What is an IMA member's obligation (to act) when oth-

responsibilities required her to understand fully how this

ers within his or her organization who aren't "practitioners of

sudden change was taking place. Since she was new to the

management accounting and financial management" commit

forest products industry, she took every opportunity to

an act contrary to the IMA ethics standard?

explore all parts of the operation and became acquainted
with employees in all operating units at the plant.
One day when she was at the log yard where timber is
received and scaled to determine its price, she noted that a
20

division manager, has committed an unethical
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2. Does the language "...nor shall they condone..." project
the qualitative attributes of the IMA Code of Conduct beyond
the boundaries of the finance function to others within the
organization? Is this appropriate?

co n t in u e d on page 22
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Democrats Push Anti - Shelter Legislation

Stephen Barlas, Editor

had been used and found to be abu-

The Clinton administration will

HAVING EXTENDED THE R &D TAX
credit for five years at the end of the

again be pushing an anti - corporate

sive. The new proposals aim to prevent

1999 session, Congress is looking for

tax shelter agenda, and Democrats in

a broad range ofcorporate tax shelters

bigger fish to fry this year. Republi-

Congress, specifically Rep. Lloyd

from ever operating. Companies, for

cans and Democrats support a tax cut

Doggett (D.- Texas), will add their

example, would have to tell the IRS in

bill —a few hundred billion dollars —

shoulders to the push. Doggett intro-

advance about some types of shelters

that would surpass the 1996 $21 bil-

duced a bill (H.R. 2255) in June 1999

they plan to use. But the core of the

lion cut that centered on the R &D

called the Abusive Tax Shelter Shut-

proposals is an economic substance

credit extension. The question is how

down Act. It didn't go anywhere, but

test that would disallow transactions

to pay for such a large tax cut. Federal

the House Ways & Means Committee

where the profit potential is insubstan-

spending can be reduced, but such a

held a hearing at the session's conclu-

tial compared to the tax benefits. "This

cut is politically painful. How about

sion laying the groundwork for

test, which courts have been applying

raising federal revenues? It's possible
without raising taxes— simply close

movement in 2000.
In the past, Congress has shut down

for many years, prohibits transactions
lacking any legitimate business pur-

corporate tax shelters.

corporate tax shelters only after they

pose but which

cont inued on next page

Total Business Budgeting
CORPORATE BUDGETING —TOP -DOWN
target setting, bottom -up budgeting activities,

establishment of performance targets.
All types of budgets are reviewed from

and then top -down budget reviews and mod-

sales budgets and production budgets to

ifications'— involves effort from many different

other liabilities budgets.

groups, which makes it easy to lose the big
picture view of the complete budget process.
Total Business Budgeting by Robert Rachlin

In a typical business setting, though, all the
budgets discussed in the book would rarely be
developed. Although the total business bud-

is one way to not only hold onto this view

geting process would provide a better corpo-

but also widen it. The book examines the

rate budget, usually there isn't enough time or

various components that help create a com-

resources to develop a budget for every item

plete budget and discusses the reasons for budgeting,

impacting the balance sheet or income statement. Most

namely increasing shareholder value. Instead of pre-

businesses focus on a few key budgets, such as sales and

senting lengthy dissertations on budgeting as a financial

cost of goods sold, thereby obtaining a gross margin

concept, the book focuses on the development and dis-

budget. Operating and administrative expenses are also

cussion of a laundry list of what to budget for.

budgeted along with a few basic statistical items such as

The book begins by discussing the role of budgeting
in business. The information can be compared against
your company's current budgeting practices and used to
develop process improvements.
Rachlin emphasizes the big picture by covering bud-

headcount and volume data (for example, sales quantity, production quantity, number of customers).
Forms are provided in the appendix and throughout
the text in an effort to help you capture budget data.
But using the forms in a corporate budget cycle would

geting from the identification of pertinent goals at the

require the budget process to be mostly manual; today's

business unit level (sales, volumes, prices, etc.) to the

software- driven environment can't
January 2 0 0 0
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cont'd from p. 21

is ginned up to obtain a loss, credit,
or deduction, for the purpose of
dodging taxes," Doggett explains.
The proposals don't sit well with
some business groups. David Lifson,
chair of the Tax Executive Committee at the AICPA, noted, "We are all
concerned about the misuse of our
tax system, but we are also concerned that legislation to curtail this
activity not be so overly broad,
vague, and punitive as to have a
chilling effect on normal transactions of average business taxpayers."

SEC Tackles
Restructuring/ Issues
SEC Chairman Arthur Levitt, Jr., has
been waging a war on the "earnings
management" front for the past year
or so. Now he has lobbed another

shell at corporate financial folks—
SAB 100. The SEC staff accounting
bulletin provides guidance on the
accounting for and disclosure of certain expenses and liabilities commonly reported in connection with
restructuring activities and business
combinations and the recognition
and disclosure of asset impairment
charges. These fall into a category
that Levitt has called "Big Bath"
restructuring charges. Lynn Turner,
the SEC chief accountant, says SAB
100 "will serve to level the playing
field, address uncertainty in the pre parer community, and emphasize the
transparency necessary for investors
to receive high - quality information
by achieving greater comparability in
the application of accounting requirements." SAB 100 can be found on the
SEC website at www.sec.gov. ■

Financial Forecasts
& Budgets
PFP Prov ides T he Fl exi bi lit y, P ow er
and P res ent at i on Q ual i t y N eeded
To Tame Your Toughes t Proj ec ts
Pro - formal 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 Excel. All formulas are included
and all commands have been automated
Free telephone support — forever.

P

forecasting model
r
r

r
r r

r

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

Balance Sheets
Ratio Analysis

Income
Cost of

Overhead Schedule Sales Analysts
Overhead Analysis
Cash Flow Schedule

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

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

Consolidations
Fixed Asset Budget

Bank Credit Line
Letters of Credit

Variance Analysis
Business Valuations

Cash

cont'd from p. 21

incorporate the forms. Yet they can
function as important checklists for
any of you responsible for assembling and administering the budget. The forms force reflection
about the budget process and the
type of data to be captured and
provide a mechanism for sharing
ideas and obtaining budget
approvals.
With its short chapters, Total Business Budgeting condenses a formal, in -depth budgeting textbook
for the busy executive or the budget director looking to expand and
improve the budgeting process.
Those who know relatively little
about budgeting and are in need
of expanding their knowledge can
also absorb the budget topics presented. The text fits well for those
who are tasked with creating and
managing a corporate budget process and who may need to validate their current budgeting processes or want to incorporate additional features into the process to
increase its effectiveness. ■

[ETHICS]

The financial

New Version Now Available

PFP Std. $399
599
PFP Plus $

[BOOKS]

cont'd from p. 20

3. Does the IMA Code of Conduct
need clarification on this point?
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. ■

Roland L. Madison, Ph.D., CPA, is the
KPMG LLP Professor of Accountancy
at John Carroll University, Cleveland,
Ohio.
'All names are fictitious, and certain facts have
been changed to maintain confidentiality.
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Global Standards - Setting
Body Proposed I By Robert F. Randall
accounting has been approved by the International Accounting
Standards Committee (IASC). Under the proposal approved by
the IASC board, IASC would be established as an independent
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Business Reporting
on the Internet
How are companies reporting on the In-

E
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F M A C SOLICITS
G R A N T
PRO PO SALS

A PROPOSAL TO ESTABLISH A GLOBAL STANDARDS - SETTING BODY FOR

organization such as a foundation. The organization would consist of two main bodies, the trustees and the board, as well as a
Standing Interpretations Committee and
Standards Advisory Council. The trustees
would appoint the board pTcmbers, exercise oversight, and raise the funds
needed. The board would have sole responsibility for setting accounting
standards.
Nineteen individuals coming from
diverse geographic and functional
backgrounds would constitute the
trustees. The current IASC board
would be replaced by 14 individuals,
consisting of 12 full -time members and
two part -time members, all of whom
would be appointed based on their technical expertise.
Meeting in Sao Paulo in March 2000, the
IASC board plans to vote on resolutions to
amend its constitution to effect the change.
The proposal will be voted on by the member bodies —more than 140 professional
accountancy groups in more than 100
countries —in May 2000.

F

ternet? The IASC has just published Business Reporting on the Internet, which analyzes the Web reporting of 660 companies
in 22 countries. IASC Secretary - General
Sir Bryan Carsberg noted that "Technology has altered irreversibly not only the
physical medium of corporate
financial reporting but also its
traditional
boundaries. Paper reports are
being supplemented —and,
for many users, replaced —by electronic
business reporting, primarily via the Internet. And while we accounting standard setters have, even to this day, tended to
focus primarily on the traditional financial statements and related note disclosures, investors and lenders have moved
far beyond that.'
The study was published as a possible
first step in developing standards for financial reporting on the Internet. The study
can be downloaded from www.iasc.org.uk
or ordered from the IASC's publications
department, IASC, 166 Fleet Street, London EC4A 2DY, United Kingdom. ■

THE FINANCIAL AND

Management Accounting
Committee (FMAC) of
the International Federation of Accountants
(IFAC) has announced
its 2000 research grant
program.
This year's topic is "the
state of management
accounting in countries
in transition from a
planned or controlled
economy to a market
based model."
Accepted entries will receive a $5,000 grant
and broad international
exposure. For more information, visit the
FMAC website at
www.ifac.org/
Committees /FMAC/
Grantprogram.html.
Applications can be
sent until March 1,
2000 to:
The FMAC Secretariat
International Federation
of Accountants
535 Fifth Ave., 26th Floor
New York, NY
10017 -3610
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CONCERNSOFFINANCIALEXECUTIVESANDPROVIDESINSIGHTSTO
OVERCOMETHEBARRIERSOFWORKINGWITHEXTERNALITCONSULTANTS.
BY MIKE SPACEK, CPA

After swapping numerous e -mails with a CFO friend, we finally met over a beer to rehash an ERP implementation that
was still struggling toward completion after two long years.
Although the selection process, aided by outside expertise, had
provided clear insights, the project had stumbled every step
of t he way after it was handed over to an internal team.
24
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Momentum suffered from many corporate maladies
from daily fire fighting and frequent travel schedules to
numerous project leaders and lack of implementation
experience.
As a CPA and former colleague, I could empathize with
my friend on how this impacted his job and the company's future because they couldn't get critical information.
As a consultant, I knew that time was working against
this $60- million custom manufacturer the longer the ERP
project stretched out. Unfortunately, the project had lost
momentum, team members had lost enthusiasm, and
some operations were being held back by others. Yet this
CFO and his chief operations officer were still dragging
their feet on whether to hire new people or turn to outside experts. They had what's called a classic case of
"analysis /paralysis:'
For my friend and others who depend on business systems to guide them, the decision to engage the help of IT
consultants is one laced with a full ledger of catch -22
concerns. On one side of the balance sheet is the homegrown attitude of "we can do it ourselves." The flip side
is a long list of concerns and costs that make the prospect
of hiring outside expertise a dicey decision.
If this scenario sounds all too familiar, chances are
good that you aren't alone. Although senior financial
managers usually share the decision with other key executives, the concerns are real and nonexclusive. Here are
some common concerns that I've heard buyers of IT services express and some ways to overcome the barriers of
working with consultants.

"WEKNOWOURBUSINESSBETTERTHAN
ANYONEELSE."
An early concern about hiring consultants is based on the
belief that the company is so totally different from anyone else they have worked with before. This is one of the
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key reasons for taking the do- it- yourself approach to ERP
systems or developing custom systems. This approach can
eventually lead to "analysis / paralysis," where an internal
team goes down the implementation path but gets stuck
at a fork in the road; then they can't make effective decisions due to lack of experience. Add to that a lack of
focus, commitment, and resources in the organization,
and the ERP or other implementation takes a back seat to
running the day -to -day business.
Every company has its unique characteristics in terms
of products, services, industries, and cultures. But the
reality is that all companies are driven by processes and
have similarities that are more important indicators than
business type. For example, let's compare the selection of
information systems for a $1- million custom -paint manufacturer to a $1- billion international food processor. On
the surface, it appears these businesses are vastly different.
But on a process level, there are enormous similarities:
vendor management, job costing, recipe and revision levels, and distribution. These are key business drivers, supported by all the various integrated software packages,
that can help the organization to become either a leader
or a one -of -the -pack follower in its industry.
There's a trade -off among time, resources, and scope
for every IT project. Consultants aren't mired in the day to -day business and can bring an invaluable outside viewpoint based on similar projects that have been completed
for other companies with similar processes and business
drivers. Look for consultants that have experience with
the multiple phases of a software implementation: upfront business analysis and requirements, vendor review
and selection, implementation, and post - implementation
follow -up. They should be able to explain their methods
and what potential pitfalls exist in an easy -to- understand
manner.
A note about references. In addition to checking the

consultants' references by phone, be sure to visit a previous client to talk face -to -face with various team members
and users about their implementation experience.

"WEDON'TWANTTOGETSTUCKWITHCONSULTANTS
WHOSTAYFOREVER."
There's an apprehension on the part of many companies
that once they start working with a consultant, they won't
be able to let go and continue the project themselves. In
other words, they don't want a crutch. They want someone who not only knows the technology and can finish
the project on time and on budget, but also can teach
internal people to deal with the new system.
Experience and "knowledge
transfer" go hand in hand. Rather
than hiring consultants to do the
work, think of it as investing in
expertise. The idea is to gain
coaches to help your own people
do the work themselves. That's why
it isn't enough for a consultant to
be competent in a technology skill
set. Look for breadth and depth of
business knowledge and operational experience on individual
r6sum6s for those consultants
who'll be doing the work.
Yet experience should go beyond knowing the technology to include matching it to fit a company's business
and culture. A good rule of thumb for achieving an effective "knowledge transfer" is to provide a full-time, dedicated functional expert from your company for every
functional expert from the consultant side. And be sure
that your best people —the "super users" who want to
increase their skill sets and who are motivated to follow
up on tasks —are assigned to these projects. Then "back fill" their regular jobs for them. This is a reasonable
proposition given the knowledge transfer that will take
place. The downside of expecting people to do their fulltime jobs while working on a system project is huge. It's
often a plan for failure. The brightest and most energetic
employees burn out early. Then the project quickly
becomes seen as simply more work.

"WE'VEPAIDAHUGEBILLWITHOUTANYTHINGTO
SHOWFORIT."
I've heard countless stories where a client installs a new
ERP system and it either doesn't work or it only works
transactionally without providing competitive advantage.

The company feels burned because it needs to hire a second firm to fix what the first consultants didn't do or
didn't get right. Along the way, the IT department catches
the blame for a long list of poor choices.
Keep in mind that any implementation, especially an
ERP project, isn't an IT event. Rather, it's a business event
where senior management ownership and team issues
come into play.
Consider spending up -front planning time with your
chosen consultants to establish solid deliverables with key
milestones. For example, if there were predetermined
improvements around the order and invoice processes,
measure them before and after the project. Make the
measures simple, such as process
cycle time, number of order corrections, credit memos, and delivery performance. Consider
offering performance perks for
both internal and external implementation teams, such as social
hours and outings to athletic
events or dinners. I heard about
one company that paid a bonus
based on the number of hours
each person spent on the project.
(But be careful about that one. It
could backfire on you.) Before the
project begins is the best time to talk about how the
knowledge transfer will take place while the old system
and processes, such as people's favorite spreadsheets, are
stripped out.

"HOWCANWEDETERMINEVALUE?"
As a former financial professional myself, I understand it
when people in finance and accounting roles get nervous
when they write checks but don't understand what
they're getting for their money.
Companies can benefit from an outside perspective
gained by repeatedly working in the trenches in different
circumstances and cultures. They can also learn from
others' experiences —both successful and failed just by
having another set of eyes looking at the task. Yet value
can also be measured more definitively through sound
benchmarking and performance metrics.
Benchmarking is the ability to compare business
practices among organizations. Typically, this type of
analysis identifies strengths that help companies
improve their operations. For example, a $45- million
printing company found a strength from having its supJanuary 2 0 0 0
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plies managed by a vendor, which allowed the printer to
focus resources on more critical issues. Later, this
benchmark practice became an important lesson for a
medical device company as it was able to focus less on
procurement activities, reduce inventory levels, and gain
a substantial cost savings.
Another evaluation tool — metrics -- creates measurements that gauge the performance of key processes with
the organization. These aren't limited to financial indicators; they
should measure all areas within a
company, such as order completeness and cycle time, customer satisfaction, and supplier accuracy. In
one case where a custom manufacturer was struggling with order fulfillment cycles, there were
numerous internal measures in
place, but problems persisted. Lead
times for products were several
months, when actually the internal
direct processing cycle was less than
one week. An analysis pointed to a
handful of customers who were
constantly rewriting their orders.
This caused numerous rework
cycles within the entire organization and a fair amount of panic
when the orders were ready to be
shipped. To make matters worse, the customers who had
"clean" orders also suffered late deliveries. A change in the
order policy for the "problem" customers allowed the
process to improve and reduced lead times substantially.

"THISISALOTOFMONEY.IDON'T WANT TOMAKE
AMISTAKE."
From the client's viewpoint, I often sense a sinking feeling
that they're leaving the company's future in an outsider's
hands. Key decision makers may feel that their jobs are
on the line. They wonder if consultants can really own
the issue or understand the company's vision. After all, an
outsider can walk away from it at any time, right? (The
answer is "not really" when you consider how consultants
depend on good references to keep them working.)
Beyond looking at a firm's track record and talking to
references, there's an up -front courting time that can provide key indicators as to the commitment and relationship that the consultants are willing to bring to the issue.
Consider if the firm is spending enough time with you in
28

STRATEGIC FINANCE

I Jan uary

2000

the beginning to understand the key issues and undergo a
fact - finding process before setting up the project's scope.
There's also a chemistry factor that's essential for making a good selection and working well together. Ensure
there's a culture fit between the two organizations: Are
you a more formal, suit - and -tie organization or a less formal, business - casual culture? How people work together
makes a big difference in how well the work gets done.
After that, be sure to build rapport
among team members before the
first day on the job.
Many who work on the financial side of the organization may
feel awkward in working with consultants because they feel outside
the IT realm. But my experience is
that once they understand the
nature of what a consultant can
bring to the table, they find an
outside expert can be an advocate
for their needs and a mentor to
help them understand the finished
system.
A colleague of mine once told
me the story of a cost - conscious
controller client who was involved
in a large software selection. One
day over lunch he asked: "Are you
on the clocKf '- She quicluy set nis
mind at ease that he wasn't getting double -billed for her
time to dine with him. He responded by expressing his
appreciation for her work —a selection completed in less
than one -third the time of his internal team's failed
selection —and said that it was well worth the expense.
He was also grateful for her help in preparing him to
present their results to his board. All this came from a
client who had originally been nervous and the primary
naysayer about hiring a consultant. Yet he discovered
that what many consultants hope to leave behind is a
positive outcome with people who look good in front of
their peers. ■
Mike Spacek, CPA, is a senior consultant at PRAGMATEK
Consulting Group, Limited, with offices in Minneapolis,
Minn., and Rochester, N.Y. The firm specializes in selecting
and implementing software, technology, and business
improvement processes. You can contact Mike via e-mail at
mike.spacek @pragmatek.com or visit the firm's website at
www.pragmatek.com.
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are the standard in
asset trading. On
the credit risk side
a variety of risk
management models are both commercially available
and developed internally that follow
generally accepted frameworks and
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principles. Operational risk, on the
other hand, is a less well- defined
area, plagued with measurement
problems and data limitations. For
many organizations, this situation
often has led to a lack of analytical
rigor in estimating, costing, and,
therefore, managing operational risk.
The result is unanticipated revenue

shocks and, in the extreme, costs
that have put companies out of business. In the banking sector, for
example, it is estimated that neglected or unanticipated operational risks
have cost hundreds of millions of
dollars each year.
Despite these daunting figures, the
whole operational risk category has

only been given serious attention in
the international banking industry
in the last three to five years. Felix
Fischer, one of the primary architects of the risk management program at Swiss bank UBS AG,
discusses some of the challenges and
pitfalls of defining, measuring, and
managing operational risk. The case
of UBS AG demonstrates a new
approach to thinking about operational risk and its potential impact
on companies everywhere.

NOTJUSTANUMBERSGAME
Operational risk management isn't
typically considered a strategic initiative. This is a misconception.
Many heated discussions emerge at
the top executive levels surrounding
issues such as definitions of risk, revenue recognition, transfer pricing,
and risk diversification that have a
significant impact on the growth
path and general operations of the
organization. According to Felix Fischer, for this reason, "It was essential
for our operational risk assessment
to capture a broad view of the organization and utilize the vast experience of its human resources to the
fullest extent."
As a result, UBS AG used a team based approach to arrive at 10 categories and estimates of operational
risk. Over the course of 12 months,
and in consultation with universities, Fischer and his working groups
defined and collected data and eval-

UALIFY
SHOULD

TREATED

uated each category of operational
risk. These included funding/liquidi ty risk, operations risk (clerical), IT
or systems risk, legal risk, liability
risk, compliance risk, physical and
crime risk, reputation risk, and key
personnel risk. In 1998, these would
account for roughly 25% of the total
risk of the bank. Felix Fischer
believes, "The risks that you qualify
as expected risk should be treated as
a recurring cost item and not as
risk.' Following is a distillation of his
thinking on these issues based on his
speech at a meeting of International
Communications for Management
(ICM) and a follow -up interview.
RD: What were the key issues related
to debt financing and risk at UBS AG?
Funding plays a major role in a
banking environment. The potential
costs to a bank, or any company for
that matter, of being downgraded
from a double AA bank to a single A
company are significant. If you are
downgraded, your funding cost
increases substantially. Those risks
can be clearly identified and measured. The debt rating you are targeting will in turn drive the amount
of risk capital you will need. It's
worthwhile to spend time on defining the cost of debt accurately
because if you get it wrong by 10
basis points, with the debt -equity
ratio that the company has (for
example, at a bank this might be 20
times leverage), your risk capital
return is wrong by 200 basis points.
RD: We know that human error can
be a significant cost in any industry.
How do you measure the impact of
human errors and account for them?
At a bank the human errors we
care about most are clerical errors.
At a large bank these can run into
Janu ary 2 0 0 0
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hundreds per day. The average costs
per year, summing across all departments, extend into dozens of millions of Swiss francs. A typical
example of a clerical error can be
found in the trading environment.
Traders will do 100 tickets (trades)
per day, and every trader will make
some errors. We can easily calculate
the expected number of errors per
day per trader to determine how
many errors to expect. The difficulty
lies in determining the potential cost
which is driven by market movements. These types of clerical errors
won't cost anything if the price
hasn't moved until the error is
detected. If the price has moved, it
could cost you millions. Therefore,
your losses will be a function of pure
coincidence. It has nothing to do
with the type of the error. If you
have a lot of those errors, you have
to predict how often rates move
away from their value on the day the

the change of personnel, people having to learn new systems, and the
switching of customers from one
system to another.
RD. As the world becomes irreversibly
reliant on telecommunications and
computer technology, system failure
has become a key issue to risk man-

tem to reduce this risk. If your costs
go up because you increase the system security, your risk exposure
decreases, and this has to be reflected
in your risk assessment process.
RD: In recent years changes to tax
rules have had widespread implications for managers of trading portfo-

1

GOING THR OUGH
EXERCISE CREATES AN AWARENESS O
EXPOSURE THAT WILL INFLUENCE

OTAL RIS

OF THE ORGAN IZATI.
clerical error occurred and how long
it will last until the error is corrected. Most of those risks are expected
everyday risks, so this is a cost factor
and no longer a risk factor. You can
deduct it on a continuous basis from
revenue. The problem lies in unexpected operational errors that can
cost you millions. These errors have
to be covered by risk capital. Furthermore, some strategic decisions
of the bank can change the expected
rate of clerical errors. For example,
in a period of merger you have an
increased number of errors due to
the turbulence created by a merger,
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agers in all industries. How do you
assess and measure this risk?
IT risk is extremely important in
banking. If your connection to the
stock exchange falls down, you
might not be able to execute the
daily trades. In banks you have to
insure against this with additional IT
investments that might not be
required in other organizations. A
full -scale backup system will have a
huge cost. It's a simple cost/benefit
equation. You can choose to have
just one processing system and suffer
potentially higher costs of breakdown, or you can run a backup sys-

AT THE
.

lios. What are the risk and revenue
implications that might be predicted
through a thorough assessment of tax
risk?
You have to be careful in looking
at the structure of your long -term
derivative transactions and figure
out what the implied tax risk is for
those transactions. A structured
equity derivative portfolio that has a
substantial portion of five- or 10year transactions assumes a certain
dividend yield income and a withholding tax rate. If those assumptions change over time because the
withholding tax is changing, your

pricing assumptions in the model
have been wrong. You can calculate
the cost of an unanticipated change
in withholding tax, for example, and
model these circumstances into your
assessment of required risk capital.
In this way, you also can get quite a
good idea of what a change in taxation would mean to the structure of
your portfolio. The problem is that
it's difficult to predict when a government might change the tax. For
example, in 1997 the U.K. government decided to abolish tax credits
on trading inventories previously
available under the Advanced Corporation Tax (ACT). Just that one
decision, which was announced
overnight, cost the banking system
hundreds of millions of dollars. The
decision hurt all the banks' trading
inventories.
RD: One ofthe most pressing issues in
today's electronic commerce environment is fraud. How do we model the
relationship between the risk offraud
and potential cost impacts?
Even in the most stringent control
environment, you will have some
fraud cases. In the case of fraud, you
look at losses over time and define
an average that you expect to lose
every year. This can then be considered a yearly expense and no longer
a risk —the expected yearly cost of
fraud. We then attempted to quantify the unexpected loss, or the cost of
fraud that was significantly different
from the average. We used big public
cases of fraud and had to assume
how often such a loss would occur
and what the magnitude would be.
Because there is very little data available, you have to make best guesses.
Investing in internal security measures is again a cost /benefit relationship. If you enforce more strict
internal controls, you can avoid

some fraudulent cases, make it more
difficult; however, it is very difficult
to quantify the effect of doubling
your controls, for example. If you
double your controls, it doesn't necessarily mean you can halve the
amount that you will lose through
fraud. This is the challenge.
RD: What are the most critical tenets
to observe in undertaking an operational risk management program?
Every organization should at least
be prepared to undertake a thorough
search for potential risks. Even if you
don't want to apply hard risk/return
ratios, going through the operational
risk assessment exercise creates an
awareness of total risk exposure that
will influence strategy at the highest
levels of the organization. Get the
full support of your executive board
for that exercise. Try to get the full
picture about all the risks and take
an internal team -based approach as
your people have the broadest
knowledge of potential risks. For a
mathematical quantification of
risk/returns, your data has to be
consistent, and you have to choose a
uniform time horizon for all risk

basically everything. Whether it's
financially attractive for you or not
is a matter of the term offered.'
According to Fischer, "If you have
your cost/benefit in hand, it's a clear
decision - making process of which
risks you want to keep in house and
which you want to transfer." Says
Fischer, "The operational risk assessment program at UBS AG resulted
in a new approach to insurance coverage. Before, the bank insured all
traditional risks. Now, they look at
insurance as a risk transfer possibility. This resulted in increased risk
retention in most of the categories of
risk. They also increased the maximum coverage and diversified their
insurance coverage.' ■
Felix Fischer was executive vice president, CFO, and a member ofthe
Group Executive Board ofthe Union
Bank ofSwitzerland, now UBS AG,
where he was responsible for the
Group Finance Division, which
included strategic planning, finance,
and accounting, Treasury Switzerland,
group risk management, and group
tax services. He now works as a consultant out ofSwitzerland.

categories.

WHICHRISKTOKEEP
ANDWHICHTOSELL?
Assessing operational risk can be an
important yet enigmatic necessity in
every organization. Once the exercise
is complete, the object becomes to
determine which risk to keep and
which to sell. Insurance companies
are changing dramatically in terms
of the extent and types of insurance
coverage they offer. Most categories
of operational risk can now be managed by way of insurance. As Fischer
explains, "If you approach an insurance company and show them your
case, they are prepared to discuss

The author wishes to thank ICM for
the opportunity to attend the speech of
Felix Fischer at its recent CFO Congress held in October 1999.The Congress brought together hundreds of
CFOs and treasury and risk management professionals to share their views
and learn from international experts
in their field.
Ramona Dzinkowski is an economist
and journalist in Toronto. Her
research into emerging management
and accounting practices has been
published widely in business journals
around the world. You can reach her
at rndresearch @interhop.net.
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So we turned to a new breed of
why the model is on the rise, concomputing service provider —an
cerns in selecting an ASP vendor,
Application Service Provider
and the reasons we at Owens Corn(ASP) —to outsource our expense
: ing chose the ASP model.
reporting system. Although we're
using a slight variation of the model,
THEDRIVERS
typically this type of ASP hosts the
Two keys that are driving the interest
software on its computer network,
in ASPS include the Internet and the
and employees dial up through the
push away from ERPs. Before the
Internet to submit expenses and get
Internet, if you chose to outsource,
expenses reimbursed within two
you usually needed expensive highdays. In the ASP model, you general- : capacity communication gear to
ly don't own the software. Essentially,
pipe the data back and forth. This
you rent it or pay per transaction,
often meant you leased expensive

alternative and /or complements the
ERP model.

ONTHERISE
If you look at which companies
attract the venture capitalists today,
the ASPS are near the top of the list,
and that portends a rise of this type
of vendor. A recent study by Input,
an IT market research company, says
the U.S. outsourcing market will
experience an annual growth rate of
22% through 2003 to reach
$110 billion. What does that mean

•

With the rise of the Internet It s
more feasible to
a pj ications

much like the service bureau model. Since the travel and expense software application resides on the
service provider's servers, the ASP
runs and maintains it so we can
focus on what we do best —manufacture building products. It's like we
T -1 lines from a telephone company,
for businesses? A growing number of
have a virtual IT staff running our
but, today, a combination of Internet
ASPs will offer a wide range of
automated expense reporting system.
and Web - enabled applications elimiapplications, many of them InternetSo how does an ASP operate? A
nates the need for such an
; based outsourcing arrangements.
recent article in Internet World,"The
investment.
This explosive growth will open
Rise of the ASP," says it best, explainFor most of the decade, large ERP
opportunities to work with "best -ofing that the ASP will "load your data
companies have dominated the
breed" companies —those that speand business logic onto a packaged
information technology arena, pro cialize in a particular practice such
application, customize it, and operate
viding a wide range of applicaas accounts payable or treasury manit for you at a remote data center and
tions— finance, accounting, human : agement as much as they are knowlspare you, the customer, the burden
resources, and a host of others. A
edgeable about the nuts and bolts of
of buying, installing, and configuring
typical ERP relationship involves
the technology. These new service
the hardware and software." Another
considerable assessment of need,
providers will offer highly refined
crucial point from this article states
software licenses, and extensive,
and functional applications. This
that "the buying decision can be preexpensive, and complex implemendoesn't mean that companies will
sented internally as contracting with t tation usually accompanied by an
wholesale outsource the foundations
a service rather than meddling with
army of on -site consultants and
of their IT infrastructure. Instead,
IT infrastructure." This can speed the
technical staff. Companies want a
they'll do so with specialized niche
purchasing process dramatically and
more efficient solution and now
applications within an ERP
give users the applications they want
have the option of using niche applienvironment.
and need now.
cations within ERP systems or outTo help you decide if the ASP
: side them. The ASP model,
THEUTILITYMODEL
model is right for you, let's look at
enhanced by the Internet, offers an
ASPS are rising partly as a result of
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ERP excess and partly because of
their success. No one would argue
that ERP systems have clearly
brought productivity gains to businesses. But companies also want to
make the actual IT process itself
more efficient, so they're looking to
treat IT expenses as a utility.
The evolution in thought says that
it doesn't make sense to invest in an
expensive infrastructure; rather,
leave that to experts and pay as you
go. This utility model, which for
years has been the mantra of Sun
Microsystems, argues that we
wouldn't generate our own electricity or have a proprietary telephone
dial tone —it's much cheaper and
more efficient to plug into existing
networks. Particularly with the rise

difficult consideration of all.
Although the Internet has shown us
that you don't need an application
on your server or desktop, most
companies are hesitant to give up
too much too soon, especially mission- critical applications. To become
more comfortable with outsourcing,
experiment with a nonmission- critical niche application like Travel &
Expense. Most Fortune 1,000 companies are just starting to automate
this particular niche application and
don't have a large investment in it
already, so it's a good place to start.
Cost. Of all considerations, this is
perhaps the easiest to evaluate. It's
plain and simple. Outsourcing to an
ASP is much less expensive in the
short and long runs. Why? Unlike

that can be run with or without the
outside vendor and quite another to
turn over the day -to -day functionality of a piece of your business. When
outsourcing a financial application,
you need to deal with a stable company that has little chance of failing
or experiencing service interruptions. So you need to perform the
due diligence. If you look at the
ASP's customer base that has actually implemented the application, you
should get a sense of the company's
revenue flow. Other investigation,
such as credit rating and industry
reputation, can keep you away from
a risky business.
Competency. Most ASPs come
from a field of practice and build
applications around that knowledge

not •
them —so you don't
have to build capital - intensive
hardware around therm.
of the Internet, it's more feasible to
use applications —not own them —
so you don't have to build capital intensive hardware around them.
THE ISSUES
After being ensconced in the ERP
model for so long, the emerging ASP
model is at once both attractive and
forbidding. Most IT people are accustomed to being able to put their
hands on servers and — illusion or
not —feel in control of the situation.
But there are other concerns. Here's a
list of outsourcing issues, with the
control issue at the top.
Control. This is perhaps the most

with ERPs, there's little or no upfront capital investment compared
to the millions involved in ERP consultants, licensing fees, and a costly
implementation that often involves
expensive hardware and a great deal
of your staff's time.
To maintain and upgrade inhouse licensed systems can also be
costly in terms of hard dollars and
staff resources. When factoring hard
and soft costs, you can't beat the ASP
model.
Long -term viability. If an ASP
isn't stable, outsourcing can be very
risky. It's one thing to purchase or
license software from a company

base rather than the inverse: They're
experts on the application first and
then the technology. Their competency extends to ERPs as well. After
all, most of their customers are still
living in an ERP environment, so
they know how to provide seamless
interfaces to ERP systems.
Service capabilities. We all
remember the service trouble that
the big Internet Service Providers
experienced as a result of their
explosive growth. ASPs and their
customers will be vulnerable to this.
So how do you steer clear of the
problem? Right from the outset it's
important to align expectations.
Janu ary 2 0 0 0
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Express the level of service you
: national in Barrington, Ill., whose
expect, and determine what the ASP
core business is automated expense
is able and willing to provide. Even
management. Their travel and
as you align expectations, assess
expense application provided the
whether or not the service provider
kind of detail and functionality that
has the capacity and resources to follarge ERP plug -ins lacked. VIN.net
low through, especially as ASPs grow
also demonstrated T &E expertise
rapidly and go through growing
along with a thorough understandpains.
: ing of accounting and treasury functions. Another advantage: VIN.net
ACASEINPOINT:OUTSOURCING
was one of a few companies that
T&E ATOWENSCORNING
offered a traditional licensed soft: ware package as well as an outsourcAs a strategic matter, Owens Corn ing's management wanted to free up
ing solution.
employees to concentrate on their
After weighing the pros and cons
core competencies. But to do this, we
of each, we decided on the ASP
needed to automate our paper -based
model where VIN.net would run the
T &E system, especially since some
day -to -day operations, which
5,000 travelers use it, generating
include:
approximately 45,000 reports annu• Provide payment directly into
ally. This paper blizzard translates
travelers' accounts and to corporate
into lots of folks wasting lots of precredit cards.
cious time. We want our employees
• Automate general ledger feeds
who generate revenue (sales people
into the ERP system.
and account managers) to spend
• Capture traveler activities to aid
more time making money and less
in the management of travel costs
time working on grueling expense
and policies and help with future
hotel, airline, and auto rate
reports.
We also hoped to make the
negotiations.
process more efficient in the back
• Automate data feed into the more
office. Owens Corning's shared serthan 144 standard built -in reports as
vices center, which includes 80
well as additional customizable
employees, handles T &E reporting as
reports. The data is available and
pre- populates the built -in reports
well as North America payroll,
accounts payable, accounts receivwhen accessed for sophisticated
able, and miscellaneous invoices. We
management tools.
sought to reduce the amount of
• Provide cash managers with
work that this group spent on T&E
online access to cash and card disbursement information around the
so they could concentrate on more
mission - critical activities.
clock.
The department used a mainframe system for five years, then
EVERYBODYBENEFITS
moved to an ERP plug -in in 1998.
VIN.net implemented its Expense
Still unhappy with the process and
Management System within a six: week period, and we began a conlevel of reporting capabilities, we
; trolled rollout with some 50 travelers
decided to undergo yet another
conversion.
After we evaluated a number of
options, we selected VIN.net Inter38
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a month later. The system went live
in August 1999, and, today, thousands of our employees use the sys-

tem, which is primarily administered
within the shared services center. In
the near future we expect all our
travelers to use the system —and
with good reason — because it makes
their lives easier. Not only is the system faster (it provides for two -day
reimbursement turnaround), but
employees receive a single, more
informative e-mail confirmation
every time they submit an expense
report. Real -time records —such as
treasury, cash management, routing,
credit card, and individual and
aggregate traveler information —are
also available at all times.
The company now also benefits
from the automation reports.
Instead of limited paper -based
reports, we now have more flexible,
detailed online reports that we can
use to manage travel costs and policy. In addition, the enhanced functionality has proven useful. For
example, the system reviews submit: ted T &E reports for cash advance
balances that travelers initiate. Then
the system checks recorded cash
expenses against cash advances and
automatically adjusts reimburse: ments for these transactions,
markedly improving the paper -based
process by eliminating duplicate
reimbursements.
It's certainly a win /win for our
company. Our shared services center
employees can focus on mission: critical activities while our travelers
are free to do what they do best:
generate revenue for the company. ■
Tim Kearney, manager of shared services at Owens Corning, has served in
a variety of financial and manage: ment positions in several manufacturing operations during his 20 -year
career with the company. You can
reach Tim at (304) 353 -6001 or
tim.kearney @owenscorning.com.
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DRAINED OF "POOLING OF INTERESTS" ACCOUNTING,
COMPANIES MAKING ACQUISITIONS MUST VALUE INTANGIBLE ASSETS.
BY ALFRED M. KING, CMA, CFM, AND NEIL KELLY

STOCK PRICES ARE RISING, BUT CASH IS STILL KING.
Cash is real. It's tangible. You need it to pay people who provide
your company with labor, supplies, or services. But earnings, an
intangible form of income derived from uniform accounting rules,
still drive stock prices. That's the bottom line. And managers typically will lunge for ways to boost it.
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One way to pump up earnings is
to merge with another company. By
merging with another firm under
the popular "pooling of interests"
method of accounting, a company
can make its earnings look abnormally large. It can also make financial measurements based on
accounting numbers, such as return
on equity, look a bit spiffier.
This accounting sleight of hand,
along with ever - rising stock prices
and, of course, economics of product markets, have coalesced recently
to justify a majority of recent mergers, both to the markets and among
managers doing the deals.
But the accounting incentive of

Under pooling of interests, the
merged entities merely combine the
book value of their tangible and
intangible assets at their original
cost — that's if the assets have an original cost. Many intangibles don't, and
their post- merger value remains zero.
That means an acquirer can
report what was earned from the
intangible assets it bought, but it
doesn't have to amortize, or deduct
from income, any of its cost. That
helps doubly enhance earnings. Also,
many assets that do have a book value under pooling have a depreciable
life of up to 40 years. In other words,
firms can deduct from income
annually the dollar amount of what

Pooling of interests has
grown dramatically

from 5% of ail mergers
in the early, '90s
to 55% in the late '90s.

these mergers is slated to be
scrapped by year -end. The Financial
Accounting Standards Board (FASB)
issued a proposal last September to
abolish pooling of interests. It wants
companies to use the purchase
method of accounting for business
combinations.

POOLINGMAGIC
This isn't welcome news, particularly
among companies who are enjoying
the magic of pooling. Firms who like
pooling most are those with a lot of
intangible assets — intellectual property, brand names, copyrights,
patents, customer lists, research and
development.
40
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was "used up" for each asset each
year for as long as 40 years. That,
too, bolsters earnings.
And in today's growing information economy more companies'
assets are intangible. This is especially true in the information technology, pharmaceutical, and financial
services industries.
It's no wonder pooling of interests
merger accounting has grown dramatically in recent years. Only 5% of
mergers and acquisitions by dollar
volume in the early 1990s used the
pooling of interests method. By the
late 1990s,55% did, including some
of the biggest deals of 1998:Exxon
and Mobil, Travelers and Citicorp,

BankAmerica and NationsBank.
In addition to the benefits to the
bottom line, a merger using pooling
accounting can hide the expense of
an acquisition and even make it look
like a profit.
For example, a firm acquires
another for $100 million in stock.
The assets of the acquired company
have a book value of $20 million, so
that's the value of the acquired assets
that go on the acquiring firm's
books. But later it turns out to be a
dog of a deal and the acquirer
divests the company for $50 million
in cash. So it appears like a $50 million loss, correct? No. Under pooling
magic, it's a $30 million (accounting) gain —$50 million sold minus
the $20 million in book value paid.

REGULATORYRESTRAINT
It comes as no surprise that regulators are more closely controlling the
way corporations value intangible
assets when companies merge. The
Securities & Exchange Commission
(SEC) and the Internal Revenue Service (IRS) for years have been scrutinizing how companies account for
acquired intangible assets.
In many cases the SEC has forced
companies to reduce the lifethey
assigned to intangible assets. Meanwhile, the IRS had been endlessly
debating corporate taxpayers about
the deductibility of goodwill from
taxable income. Goodwill is a catchall
category for the price a firm pays to
acquire a company above the value of
its assets. The IRS tried to tax unspecified goodwill intangibles, so companies got creative to avoid being taxed.
These disputes ended in court, where
neither side won, and Congress intervened in 1993,establishing Section
197 of the Internal Revenue Code.
Now, the FASB's exposure draft,
on which hearings will be held next

month, proposes to amend APB
Opinion No. 16, "Business Combinations," and APB Opinion No. 17,
"Intangible Assets." Basically, the
FASB says it prefers the purchase
method because it:
• Provides more information to
investors;
• Reflects values that pooling
ignores;
• Makes company comparisons
easier;

• Improves how the value of what's
acquired is presented; and
• Eliminates "artificial" accounting,
as opposed to "real economic" differences between combined businesses.
In other words, what's "artificial"
are accounting numbers, such as
those in a company's income statement. That's because they're only a
snapshot of the firm's economic
condition according to the letter of
accounting law. What's "real" is its

statement of cash flows, for example, because it shows actual money
coming into and going out of the
firm.
The FASB's argument about artificial versus real can be illustrated
another way. A merged company's
income statement under pooling of
interests looks wildly different from
one under the purchase method, yet
under either method its statement of
cash flows is identical.
January 2 0 0 0
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PURCHASEACCOUNTING
Most financial officers expect the
ban on pooling to slow —but not
stop — merger activity. Business
combinations will go on, for all the
same reasons they usually have,
except the pop to operating earnings
pooling has provided. New regulations will become a fact of life. And
prospective acquirers will simply
have to consider the new rules and
plan potential deals propitiously,

original cost of the asset (sometimes
called "historical cost ").
Then, the same process is applied
to intangible assets. Since they've
now been purchased, the acquirer
has put a total dollar value on all
assets, including intangibles, making
it easier to appraise and assign a value to them. The gap between the
value of all assets and the purchase
price, or premium the buyer pays
over the appraised fair market value

Companies who decide to
grow by acquisition will
have to identify, appraise,
and value all assets
tangible and intangible—
at fair value, based on
information provided
by valuation experts.
economically, and strategically for
tax and financial accounting.
Companies who decide to grow by
acquisition under FASB's proposed
purchase accounting rules will have
to identify, appraise, and value all
assets— tangible and intangible —at
fair value, based on information
provided by valuation experts.
Under the purchase method of a
business combination one company
acquires the assets of another. It's the
same logic as if a company bought
only a piece, or a division, of another
company. The tangible assets of both
companies, such as property, plant,
and equipment, and financial assets,
such as investments and receivables,
are appraised, revalued, and booked
at "fair market value" rather than the
42
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(mainly for the future potential of
the intangibles), is considered
goodwill.
The FASB says it wants intangibles
to have a maximum life of no more
than 20 years, preferably 10. In other
words, companies must depreciate,
or deduct from the value of each
intangible asset (and income), the
dollar amount of the value used up
that year of each intangible for only
10 to 20 years. Now, not only do
intangibles have a value that reduces
earnings, but a bigger reduction
must be taken because the life of the
intangible asset is shortened.
Moreover, the FASB and SEC are
requiring companies to specifically
identify each category of intangible.
They also require a rationale for the

expected life over which the asset
will be written off.
A supportable rationale can be
made to your independent public
accountants and the SEC if your
intangibles are identified specifically
through a valuation process and
then assigned reasonable lives for
financial reporting and taxes.
Fortunately, it's relatively simple to
identify specific intangibles at the
time of the original purchase transaction. It's also easy to value them,
although different appraisers may
come up with different values
depending on the assumptions they
use. And the FASB, in its exposure
draft, says if you can't reasonably value an intangible, you don't —you just
put the dollars back into goodwill.
Once intangibles are identified and
valued, those numbers should be
valid for financial reporting and taxes; the same work does double duty.

TAXES
If it's helpful for financial reporting
that companies determine the composition and value of all intangible
assets at the time of an acquisition,
it's crucial for taxes.
The amortization lives of intangibles are different for taxation than
for financial reporting. The SEC and
FASB want short lives, for the sake of
accuracy and integrity in financial
reporting, while the IRS wants long
lives, for more taxable income.
Under Section 197 of the Internal
Revenue Code, all intangibles arising
from a business combination must
be deductible from taxable
income —but only for 15 years.
Thus, for example, if an intangible
asset is, let's say, a noncompete
covenant lasting five years and valued at $150,000, the taxpayer gets to
write off only $10,000 per year for
taxes (but must write off — deduct

from income — $30,000 a year for
five years for financial reporting).

DIVESTITURE
Sometimes management decides an
acquisition, or part of one, should be
divested or liquidated. Things don't
work out as anticipated. Cash must
be raised. Management problems
surface.
Whatever the cause, it's often necessary to determine how much of
the original intangible asset was
related to the particular part of the
divested business. The reason is
clear. The original purchase was for
both tangible and intangible assets.
It would make little sense to write
down the tangible assets as impaired
and still retain the intangible assets
at 100 cents on the dollar.
Similarly, if the acquirer later sells
a plant or division or product line, it

has to calculate and report a gain or
loss. The gain or loss has to be based
on the total original cost of the
assets, including the portion of the
intangible assets associated with the
business being sold. This is done by
making a reasonable allocation retrospectively of the total original
intangibles related to the portion of
the divestiture.
While most accountants would
prefer to have the analysis done contemporaneously because it's harder
to do later, a company is unlikely to
have trouble passing muster with the
SEC if it performs an allocation
retrospectively.
But the IRS isn't so forgiving. If
overall intangibles weren't individually identified and valued at the
time of the original purchase, then
the IRS will think the taxpayer
chose zero as the portion of the

The role of financial professionals is expand .
organizations are setting higher expectations for
professionals who manage their cash.
The CCM credential is widely regarded by finance
and treasury professionals as one of the leading
credentials in the field. It demonstrates mastery_
in cash management as well as a high level of
commitment to the profession.

Earn The CCM and Increase Your
Competitive Edge!

intangibles subsequently disposed
of through sale or abandonment.
With the IRS asserting that those
intangibles are worth zero, then the
taxpayer will have a bigger capital
gains tax or won't be able to claim a
capital loss.
So, properly identifying, appraising, and valuing intangible assets is
the key to minimizing tax liabilities
and making the best of acquisitions,
even under the purchase method. ■
Alfred M. King, CMA, CFM, is chairman of Valuation Research Corporation, an appraisal company based in
Princeton, N.J. Neil Kelly is a senior
vice president and supervising
appraiser of Valuation Research. You
can reach Al at (609) 452 -0900 or
alk—edking@erols.com You can reach
Neil at (609) 243 -7033 or
nkel,ly@valuationresearch.com.

00 financial professionals have earned
the CCM. NEW! The CCM exam is now computer based and is offered several times a year.
Make sure you and your staff have the tools
and knowledge they need to effectively
manage your organization's cash.
For more information, visit
www.AFPonline.org, e-mail
certification *AFPonline.org

ZA
Association for

Financial Professionals

or call 301.907.2862.
UZOOLMENEMa

Circle No. 9
J anu ar y 2 0 0 0

STRATEGIC FINANCE

43

A GOOD CAREER COACH
CAN HELP YOU REACH THE TOP.

"I think
youvegot
N

l

% %
e

it

0

BY KATHLEEN G. STRICKLAND,
SHERYL SPANIER,
AND LORIN WOOLFE

generation ago we trained finance people by teaching them the mechanics
I
of their jobs, supervising and monitoring their performance, and adding
new technical skills as needed. But now a new evolution is taking place. Just
as well- trained athletes seek coaches that will boost them into Olympic competition, many financial professionals (and their employers) are hiring coaches to help
them go for the gold in their careers.
Why all of a sudden would experienced financial professionals need coaching
and mentoring? For the same reasons they no longer wear green eyeshades, calculate numbers with adding machines, or wear polyester leisure suits: The workplace
has changed, as has their role in it. Today's effective financial professional is less
isolated and more visible; less operational and more strategic; less of a technical
specialist and more of a broad -based business professional.
44
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You need to
be more
conscious of
"executive
style"and
presence.
most crucial ones were in "soft" areas such as communication, interpersonal relations, management, and presentation skills. How well do you think you succeed in these
areas? Just as Professor Henry Higgins reshaped Eliza
Doolittle, an executive coach can help you achieve your
dream.

GOINGUP!
The higher you go in your organization, the more you
need to cultivate general business, communication, and
interpersonal skills that weren't taught in college or graduate school. For example, you need to be more conscious
of "executive style" and presence: how you're seen by others and how well this image matches the culture of the
organization. Ironically, many tried and true behaviors
that worked at lower levels become irrelevant, or even
dysfunctional, and need to be changed. The best way for
you to change is through coaching.
46
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A career coach is a role model and a leader but definitely not the boss. That's because coaching is different
from supervision. A supervisor or manager can engage in
coaching behaviors, but he /she really doesn't function in
the role of a coach because of the hierarchical boss/
employee relationship. While a supervisor monitorsan
employee, the coach is concerned exclusively with developing the employee. A true coach is politically neutral. He
or she doesn't possess the power to reward or discipline
the employee but works to build behaviors that help the
employee achieve current goals, be more interpersonally
and organizationally effective, and make positive contributions to the workplace.

BIGBENEFITS
Coaching can save employers time and
money. Helping valued employees cultivate their skills is often a much better
alternative to holding them back, terminating them, or losing them to
competitors who may be better able to
help them realize their potential.
Coaching also provides big benefits
to the employees:
• They learn to "decode" the unwritten rules of the executive suite and
plot a road map for appropriate executive behavior that can make or break
an executive career.
• They learn to adapt their behavior
to their new or anticipated positions.
Often, behavior that was appropriate in previous positions must be modified or dropped.
They receive guidance from a nonthreatening person
(the coach), improving their competence, self - esteem,
and organizational fit.
e

In today's more progressive (and often successful)
organizations, management accountants and financial
managers are strategic partners, not just numbers
crunchers. Rather than just analyzing numbers after the
fact, they take a proactive approach in setting and periodically monitoring financial goals. As the results come in,
their jobs include not just reporting these numbers to
management, but interpreting them and suggesting
action plans to improve the business as a whole.
A recent assessment survey conducted by the IMA
identified more than 50 competencies critical to the performance of today's financial professional. Many of the

How does it work? Coaching provides the employee
and the company with an objective, third -party perspective. It also helps the employee identify and change his or
her behavior. Just as an Olympic coach points out and
improves weaknesses in the athlete's performance, career
coaches help the employees (or as we'll call them,
"coachees ") see themselves as others see them. The coach
helps the coachee acknowledge and deal with realities he
or she might otherwise deny, avoid, or minimize.
The steps in coaching typically include:
Ustening. The coach meets with the employee and lis-

red had been the chief financial officer of a consumer
products company for 20
years. He was loved by many employees

"Learn that when I ask him what time it is,

brown suit, brown ties, brown belt, and

I don't want to learn how to make a

scuffed brown shoes for navy suits, red

watch 1"

ties, shiny black shoes, and red sus-

When the coach met with Fred, she

penders. This seemingly small step broke

(and the CEO) because of his loyalty to

found someone who was, as always,

the stalemate between Fred's resistance to

the organization and his readiness to be a

doggedly determined to succeed. But she

change and his need to change. Not on-

mentor. Trained as an accountant, Fred

also saw that Fred was stuck in his habit-

was precise, conscientious, hard - working,

ual ways of achieving success, which no

ly did he begin to see himself
differently, but the CEO did, too.

risk averse, and thorough.

longer applied in the new environment.

Encouraged by the positive reaction, Fred

Fred's reaction when they didn't work? Try

and his coach collaborated on other

CEO, whom he closely advised, retired. The

harder and do more of the same. This

changes which were more integral to his

new CEO, John, was 10 years younger than

would become a "doom loop" unless it

work style.

Fred, with a style that was impetuous, en-

was identified and interrupted.

Fred hit a major career crisis when the

trepreneurial, abrupt, and transactional. He

Fred's way of supporting the CEO's

immediately took several bold steps without

business strategy was to point out poten-

consulting Fred, including targeting a prof-

tial pitfalls and provide extensive caution-

itability increase of 25% in the

Fred's coach suggested that Fred present shorter, less- detailed reports. She

and Fred developed a one -page
executive summary backed up by
selective data. It also

first year, divesting several re-

contained a selection titled

cent acquisitions, and bringing

"recommendations." This was

in a process reengineering firm.

Fred's traditional role
as conservative advisor
seemed suddenly out of
place, as did he. He sub-

he old CFO learns
some new tricks

a big step forward from
Fred's usual "information
dump" with no opinion expressed. His boss no-

reports pointing out the risk of these and

ary information. This was what his former

other actions. But rather than welcoming

boss had wanted, but these methods were

ticed the difference
and commented that
"old dog" Fred actually had a lot
of "new tricks" (good ideas), which

Fred's suggestions, John saw them as ob-

antithetical to the style and needs of his

became apparent when presented con-

structing his plans. He was outraged and

new boss.

structively and briefly. Surprisingly, Fred

mitted his usual long, detailed

began to make plans to "get rid" of Fred,

Rather than trying to change these be-

enjoyed this new method of reporting. He

enlisting the help of his board. When one

haviors immediately with an all -out as-

found it more efficient and intellectually

of the board members suggested execu-

sault, Fred's coach worked gradu-

stimulating.

tive coaching instead, John reluctantly

ally to establish a trusting relationship. She conducted several

coach reviewed all of his written and oral

agreed.

Over the next few weeks, Fred and his

When the CEO first met with Fred's

assessment interviews. As Fred opened

communications to the CEO. Fred saw not

coach, he complained that Fred

up, it became apparent that his role as

only the advantage of an executive sum-

was obstructionist, old -fashioned, slow to react, and stubborn. He questioned Fred's loyalty to him

trusted advisor who could be counted on

mary, but also the benefits of preselling an

for thorough, detailed information, was no

idea with other board members and the

longer valued. The new "investment banker

art of headlining an idea and then waiting

and was unsure about whether the coach-

types" on the board and the new boss

for questions before delivering additional

ing would pay off. He finally came around

wanted quick information —data which

information.

to stating what he wanted from Fred:

Fred felt wasn't thorough enough to pre-

"Align himself with my business strategy."

vent impetuous decisions and serious risk.

At the very next board meeting, Fred's
advice was actively sought rather
than reluctantly tolerated. The CEO

"Provide me with information which will

Fred's coach made what seemed a very

support my business strategy"

minor intervention. She suggested he

adopted a schedule of weekly meetings

"Show energy and commitment in our

begin to dress more like the
investment bankers, trading in his

forged.

meetings"

with Fred, and an ongoing partnership was
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tens very carefully to his or her perceptions.
ClarM iqI The coach pinpoints and makes clear to all
parties (the coachee and his or her boss) what the issues
are and what can be done about them.
Assessing. To obtain 360 - degree feedback, the coach
elicits the candid perceptions of superiors, peers, and
subordinates through anonymous questionnaires. The
confidential responses often yield a very clear picture of a
person's strengths and weaknesses.
The coach, to continue assessment, may also test the
employee. The Myers - Briggs Type Indicator (MBTI) Personality Research Form (PRF) and other tests can be useful
in bringing management, leadership, communication, and
style issues into sharp relief. At the Strickland Group, our

The coach
educates the
coachee
about key
managementskills.
proprietary Career /Life Inventory and Values Assessment
instruments also analyze how an executive's personal values and career /life goals do or don't intersect with reality.
Mediating. The coach often functions as a facilitator for
the employee and senior management, colleagues, and/or
subordinates, sensitively helping each side to appreciate
the perspectives of the other.
Educating. The coach educates the coachee about key
management and interpersonal skills. The coach can also
make the coachee understand the effect his or her behavior has on others.
Training. The coach works one -on -one with the coachee
to help modify behavior and managerial style, enact operational or organizational changes, and work on creating
effective relationships within the organization. Usually,
this involves the formulation of a development plan with
48
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specific goals, action steps, and time frames. The coach
usually shares this development plan with the employee's
superior.
Follow -up. A thorough coaching process will always
include short- and long -term follow -up and progress
review to verify that the behavioral goals are being actualized in everyday workplace behavior. Coaching can't be
judged a success until these new behaviors become habitual and are noticed by others as such.

ADDINGIT UP
By now you probably have a pretty good idea of whether
you or one of your employees needs a coach. But how do
you pick the best one? External coaches (career counselors from outside the organization)
may be the best option. Choose someone with experience and an understanding of your business and your
needs. A demonstrated record of success is the best reference.
Can internal coaching also work? Yes,
but the confidentiality and self- esteem
of the coachee must be preserved. This
usually works best when his or her participation is voluntary, not forced, and
when the coach isn't the supervisor.
Trust and effectiveness increase when
the coachee gets to choose his or her
coach, when the coach has a large
amount of respect and credibility in the
organization, and when the details of
the coaching sessions aren't revealed to
the employee's boss.
We have constantly been amazed and encouraged by
people's ability to change their behaviors in the interest of
career and organizational success. Even the most
entrenched negative behaviors or blind spots can be
changed when a sensitive, perceptive coach turns a spotlight on them and points out the impact of these behaviors on others. And executive coaching usually has a direct
impact on the bottom line: The executive becomes a more
productive member of the team, and the cost of searching
for, hiring, and training a replacement is avoided. ■
Kathleen G. Strickland is founder and CEOofThe Strickland
Group, a career counseling and coaching firm in New York
City. Sheryl Spanier is executive vice president at the Strickland Group. Lorin Woolfe, vice president, is the former director
ofcourse and program development for the IMA.

i

,

!f

1.

World'
ACCOUNTING `
AND FINANCE
jobtary 1 -2,
H
,yattRegenc
aMIS

Compare scores of software vendors.
2. FOCUI ON SOLUTIONS.
See presentations of the latest accounting & finance software.
1. MAKE CONNECTIONI.
Meet and mingle with leading software and solutions vendors.
4. HEAR DYNAMIC KEYNOTES.

For more details: www.imanet.org
or www.softworld.com
strate

Gain cutting -edge insights.

• A special IMA member registration desk so you don't have to
waste time standing in line,
• The IMA Logo and red ribbon on the entrance badge will
identify you to other members.

is

1. PAVE TIME.

FOR ALL IMA MEMBERS
WHO REGISTER:
FREEADMISSION
FREEEXECUTIVEKEYNOTES
FREEEVENTPLANNER
FREEOFFICIALSOFTWARESOURCEBOOK
FREEUSERPANEL
FREECOCKTAILPARTY(FEB.]STAT4PM)
PLUSFREECPECREDITS

S. LEARN THE DOS AND DON'T$
Hear firsthand accounts of selection and implementation.

FIN

E

The Balanced
Scorecard
By MARK L. FRIGO, CMA, CPA, AND KIP R. KRUMWIEDE, CMA, CPA

a professional basketball team played without keeping score, it would
certainly be difficult for the players and fans to tell who was winning. In
fact, utter confusion would reign. Yet, as a normal business practice,
many companies operate without keeping score. Minus an effective performance
measurement system, management really doesn't know who's winning! One of the
best ways you can keep score is through an effective performance measurement system —and we recommend the balanced scorecard. After all, you're in business to win.
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The balanced scorecard approach is hot. Developed in
the early 1990s *, this performance measurement system
has become popular in recent years —and its popularity
will only increase. In fact, Gartner Group predicted that
at least 40% of Fortune 1,000 companies will be using the
balanced scorecard by the end of this year. So what is it?
The balanced scorecard is a performance measurement
system driven by strategy and includes performance measures in the following areas: financial, customer, internal
business process, and learning and growth.
So, how can your company create one if it hasn't gone

that route already? We'll show you 10 ways. Our list provides real -life experiences from three companies already
using the balanced scorecard: Club Chef, a producer of
fresh -cut vegetables in Cincinnati, Ohio; FCI Supply
Chain Solutions, a supply chain management and consulting services firm in Tulsa, Okla.; and Scottsdale Insurance Company in Scottsdale, Ariz. We'll also share some
ideas from the CEO of Monroe Truck Equipment in
Monroe, Wis.

1. Focus on the strategic &ecction.
A balanced scorecard approach helps management communicate the company's mission and link performance
measures to its mission and strategy. This isn't an easy
task. Many organizations struggle with individuals pursuing their own goals, often at the expense of the company.
The balanced scorecard approach helps firms develop
measures that are in harmony. According to Club Chef
Controller William Petty, the balanced scorecard focuses
everyone on the company's mission. "In other words, it
makes it easier for everyone in the organization to aim in
the same direction," he says.

2. Use a gass roots approach.
It's important to involve employees in the development
stages since they will help the company achieve its objectives. Club Chef's approach? A grassroots one that focuses
on departmental scorecards for operations, procurement,
logistics, quality, human resources, finance, and sanitation. "We believe that departments know their key perfor-

The balanced scorecard focuses everyone on the company's
mission. It makes it easier for everyone in the organization to aim
in the same direction.
t
o„
Club Chef Control ler W illiam Petty
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MoreComuaniesGetintheGame
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mance measures and key success factors better than anyone else," says Petty, "and, therefore, they are in the best
position to develop their own scorecards." Each department uses four to eight key performance measures, which
are discussed at its weekly departmental meetings.

During the past two years, the IMA's Cost Management
Group conducted two surveys and extensive follow -up

interviews on performance measurement practices. A snapshot

3. Usea less-is-more vhilosonhv.
When designing a scorecard, focus on the vital performance measures. Fewer measures will provide more
impact. FCI, for example, uses 30 or so measures across
functional areas, but only nine measures (at least one
from each functional area) appear on a top -level summary scorecard. Management considers these nine to be the
most important, according to CFO Randall Cloud. But
group managers have modified the other measures
because of issues that came up when they were collecting
information or because they found other measures to be
more revealing.

look at the survey reveals 40% of the companies are in the
process of changing their performance measurement systems. Of
those, 54% describe the change as a "major overhaul" or "replacement" of the performance measurement system.
So how did the balanced scorecard rate? According to the IMA
survey, 40% of the companies will use the scorecard within the
next year (22% are using the balanced scorecard approach, and
another 18% plan to use it). Why the enthusiasm? In the survey,
financial managers and management accountants said the balanced scorecard provides a better understanding of nonfinancial
areas, such as on -time delivery and defect rates, that ultimately
impact the financials. Others emphasized that the scorecard has
helped them understand their customers and markets better.

4.Linkperformancemeasurestokeysuccess
actors.
The beauty of the balanced scorecard is that new measures are identified during the development of the scorecards that can be linked to key success factors (as defined
in the strategic vision). According to Petty, "Each department has identified some new key performance measures

FCIuses30orsomeasures
across functional areas, but only
ninemeasuresappear onatoplevelsummaryscorecard.

The survey also examined the effectiveness of performance
measures in various areas, including the four areas in the balanced scorecard framework:
• Financial measures,
• Customer measures,
• Internal business process measures, and
• Innovation and growth measures.

that are now helping them to manage better." At Club
Chef, some of these new measurements include:
• Calculation of the age of fresh product measured from
date of harvest, date of receipt, and date of use,
• On -time delivery of incoming product,
• Customer satisfaction ratings (fill rates, on -time departure rates, business retention), and
• Sanitation scores.

5.Treatthebalancedscorecard
implementationasastrategic initiative.

FCI Supply Chain Solutions CFO Randall Cloud
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Because of the critical connection between strategies and
performance measures in a balanced scorecard system,
you'll need to implement it as a strategic initiative rather
than as a systems project. Scottsdale Insurance Company
formed a cross - functional team from every division and,
using the mission statement and vision statement, came
up with potential measures in each of the four balanced
scorecard categories. The project team's approach was
that it didn't care if the data were available today, but it

7. Search for cause-and -effect links.
�

It's critical to tie performance measures to desired outcomes. According to Petty, "The use of these linkages has
helped us to achieve performance in certain areas that far
exceeded our initial expectations.' Here's one example of
a cause- and - effect linkage in Club Chef's balanced scorecard framework. The measurement is to increase employee training, and the desired outcomes are:
• Decrease employee turnover,
• Increase product quality and efficiency,
• Improve customer satisfaction, and
• Increase revenue and margins.

� 1 8 . 5 %

Financial
�
�

�

1

9

.

7

%

81.8%

� 1 3 . 7 %

Customer

4 50.6%
35.7%
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Processs

48.0%
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38.6%

and Growth A
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66.1%
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472%

46.6%
Inf o. S ys t em s ` 8. 7%
Capability A l s o

8. Link kev uerformance measures to

—

compensation.

36.9%
54.4%

To really motivate employees, base compensation on the
results of the balanced scorecard. Money talks. At Scottsdale Insurance, for example, the bonus plan is currently
based on two lagging measures, which are part of the
company's scorecard and common in the insurance
industry. None of the other scorecard measures are part
of the incentive system, although upper management has

7.7%
Supplier

47.4%
44.9%

10.4%
51.5%

Environmental
38.1%

RatingtheVariousPerformance
Measures. This figure compares performance measures. Financial measures
received relatively high ratings while the
others, which may be part of a scorecard

Very�Good�—�Excellent
Adequate�—Good
■Po or—Le ss �t han �a deq ua te

framework, rated much lower.

strived for "idealistic" measures that made sense based on
company strategies. According to Gary Snyder, manager
of accounting projects and financial analysis, the original
project team came up with 15 measures, and 10 of them
were readily available. The other five still needed to be
developed over the long term by a scorecard committee
that meets on a regular basis and uses subteams to bring
these idealistic measures into reality.

'I

We measure how much of our
business today is new compared
to our business two years ago.
That is a leading indicator.

6. Search for leadin¢ indicators.
Although the distinction between leading (performance)
and lagging (outcome) measures isn't always clear, it's
generally good to have some balance of both types.
Scottsdale Insurance Company has struck a balance. "We
feel it is important in our business to recreate ourselves
and bring in new types of business," says Snyder. "To
measure this, we measure how much of our business
today is new compared to our business two years ago.
That is a leading indicator. If we achieve this goal, we feel
we will be successful!

Scottsdale Insurance Company Scorecard Committee: (1 -r, back)
Julie Perrine, director, Actuarial Services; Doreen Reinke,
associate vice - president, Service Operations; Denise Nixon -Senn,
manager, Claims Division; Jon Reamer, manager, Claims Division;
(front) Todd Miller, assistant counsel, Legal Department;
Diana Dean - Spurgeon, director, Profession Liability Underwriting;
Gary Snyder, manager, Projects & Financial Analysis.
January 2000 1 STRATEGIC FINANCE
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TheBalancedScorecardMaki NitatMonroeT
Monroe Truck Equipment, Inc.
(MTE), a truck equipment and

t

balanced scorecard, they have explored

scorecard at MTE are the participative ap-

the factors that contribute to our success

proach to the development of the score-

accessories manufacturer based in

at a deeper level than before. In short,

card and the regular reporting and evalua-

Monroe, Wis., implemented a balanced

this process of creating and implementing

tion of the measures.

scorecard framework in 1996. CEO David

the scorecard has been a step in gaining

Quade says it provides an invaluable tool

broader participation in the management

Q: What insight on the balanced score-

for management to use to serve cus-

of our enterprise. In addition, the

card framework can you share with

tomers and manage business processes

balanced scorecard is numerical proof

other CEOs?

more effectively. Here are some highlights

that we are staying focused on our key

A: My advice to other CEOs would be

from our talk with Quade.

goals and initiatives.

that for this initiative to succeed, you

Q: What are the balanced scorecard's

Q: What was your main reason to use

ongoing process— subject to improvement

need to commit yourselves to this as an

major benefits?

the balanced scorecard?

and refinement. In addition, the participa-

A: To me, the benefits are that we have

A: The primary motive was to provide

tion of your people in development of

gained the participation and commitment

additional tools for all of us to use in

the scorecard measures will be important

of managers and supervisors. They have

managing.

in gaining their commitment to this

worked to create appropriate measures of

effort and the related process improve-

our success in serving our customers and

Q: What was critical to the success of

ments that are sure to arise based on

managing our business. Through their par-

your initiative?

the analysis of the scorecard

ticipation in the process of creating the

A: The major keys to the success of the

measures.

been ardent in support of the balanced scorecard
approach. According to Snyder, "My vision is that as the
scorecard becomes part of the culture here, the bonus will
one day be based on the full scorecard results.'

9.Usethescorecardasaneveryday
managementtool.
As the old saying goes, "use it or lose it.' The balanced
scorecard approach provides opportunities for improving
performance, but only if you use it consistently. At FCI,
the finance department creates an executive summary
scorecard, which is a one -page report prepared for weekly
roundtable meetings with executive staff and operations
managers. Cloud says the balanced scorecard has helped
revitalize FCI: "It has provided a focus and mechanism
for our Monday morning meetings and accountability for
the group managers and their staffs.' The summary consists of nine measures and reflects performance for the
previous week. The CFO initiates the discussion, then
group managers explain why the measures were favorable
or unfavorable. "It is not a finger - pointing meeting; it is
for improvement," Cloud explains. FCI posts the executive summary scorecard on its intranet to communicate
strategic objectives and results to all employees.
54
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10. Continuously immove vour system.
Any performance system should evolve as objectives
change. Petty at Club Chef emphasizes fine- tuning the
scorecards. "The measurements that we use were developed during our yearly strategic planning session," he
explains, "but as we continue to develop the scorecards,
we make changes in the scorecards and incorporate these
changes in next year's plan.'
Are you winning? ■
Mark L. Frigo, CMA, CPA, Ph.D., is Ledger & Quill Alumni Distinguished Professor in the School ofAccountancy at
DePaul University and program administrator ofthe MBA
program in management accounting in the Kellstadt Graduate School ofBusiness at DePaul. You can reach Mark at
(312) 362 -8784 or m iQO
ost.depaul.edu.
Kip R. Krumwiede, CMA, CPA, Ph.D., is an assistant professorofaccounting at Washington State University, Richland, Wash. You can reach Kip at (509) 372 -7246 or at
krumwied@tricitX.wsu.edu.
* See Kaplan and Norton, The Balanced Scorecard: Translating Strategy into Action, Harvard Business School Press,
1996.
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As financial professionals, you've already
experienced sea changes in the way you
work with technology. From manual ledger
books to computerized spreadsheets to
spearheading ERP implementations to
sharing financial information via the Web,
technology has made your work life easier

Powerful enterprise systems reengineered organizations during the last
decade. The integration of financial,
distribution, and manufacturing
systems streamlined redundancy
and provided us with information
never feasible before. Sales force
automation and fixed asset systems
were natural additions that allowed
users to track a customer relationship from prospect inception to out the -door delivery of goods and
services to payment history. Sales
force automation systems expanded
to customer management systems
with customer support features that
track what happens after a sale.
56
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to appropriate decision makers.
Opportunities, competitors, and
resources are global. Hence, financial professionals' tools must transcend currencies, languages, and
character sets. Do they? Most do, or
soon will.
Many vendors offer a buffet of
modules, including the applications
mentioned, targeted at meeting specific functional and reporting needs
of diverse users. But your variety of
enterprise suite choices isn't limited
to modules from one vendor. A
"Best of Breed" approach is often
possible, which means vendors cre-

O
O

a
m

BUSINESSSYSTEMSERPPLUSMORE

Introduce customization, implementation, or maintenance into this
environment, and there's a need for
human resource systems and project
accounting (or job cost) in this connected suite. And what about the
growing service economy? Human
resource systems and project
accounting applications can be
combined with other relevant applications, like sales force automation
and financials, to provide integrated
power to service industries. They,
for example, would allow a manager
to search employee or independent
consultant skill sets to find an
appropriate available resource to fill
the needs of a particular project or
maintenance situation.
The millennium business realizes
it must be proactive to survive and
succeed. Strategy management,
business intelligence, and planning
and scheduling applications use historic and estimated data to help you
peer into the future. When you need
to react, early detection and timely
response are key. Modern systems,
armed with special agents, review
data for exceptions to predetermined business rules and send key
alerts, often in the form of e- mails,

m
6
0

0
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and more difficult at the same time.
Hours once spent on transactions
now are put into strategic planning
and analysis that will move your
company forward.
But that's only the beginning. A
new technological era has arrived. To
survive and succeed, your company
will have to be perpetually proactive.
What tools, challenges, and concepts
are part of your new technology
world?

ate modular solutions that can be
combined with complementary
modules from other vendors. This
allows you to create a "Lego block"
solution in which you attach the
most suitable blocks from different
vendors to build a system that will
best meet your needs.

• Remote employees to enter time
and expense data.
• Creditors, like banks, to link with
debtor financial systems, which
may prompt a reduction in inter-

Ours is now an interconnected business environment. But connections
don't stop with people; they filter
down to business systems. Electronic data interchange (EDI— introduced in the 1980s) began as a way

est rates.
• Software updates using streaming
capabilities and software sharing.
Essentially, these and other features allow a centralized repository
for all corporate data. And the systems may be so connected between
organizations that the dividing lines
may be blurred from an information
systems perspective.
With widespread use of the Inter-

to connect suppliers with customers,
enabling just -in -time or real -time
inventories as well as accurate distribution processes. Many enterprise
applications afford additional ways
to connect parties over the Internet,
allowing:
• Customers to view their purchasing or payment history.
• Team members to maintain and
review project data.
• Customers to reprint invoices,
apply cash, or request credits.
• Remote sales teams to view
inventory status and place orders
off -site.

net, electronic commerce has
expanded to a heavy volume of electronic shopping, Web - enabled banking and financial transactions, and
electronic investing. I trust you can
name at least a few strictly Web based companies and have made a
Web- enabled purchase. Many companies say that having both an electronic and physical presence has
expanded their target market and
enabled them to achieve significant
savings.
Most of these forms of transactions are accomplished through
interactive Web pages that connect

E-BUSINESSANDWEBPAGES

the user's computer to a website in
a client /server relationship of sorts.
Web pages are much more than the
advertising billboards they once
were. As a marketing tool, they
have to be equipped with whistles
and bells, yet load quickly. As a
business transaction tool, Web
pages let you:
• View items, complete order
forms, and execute purchases.
• Complete credit applications and
calculate loan payments.
• Listen to recorded board
meetings.
• Track purchasing history, browser
demographics, and statistics
based on hits.
• Use decision - making tools.
If your company is publicly traded, you may face demands from
shareholders to publish interactive
financial statements on your web site. Investors want real -time information and drill -down capabilities.
Take a walk into Microsoft's financial statement. Their website is a
prime example of what may
become the standard method of
presentation, with such features as
"what -if" investment analyses for
Microsoft stock. In today's market,
the worth of many companies isn't
fully conveyed by their traditional
financial statements. Investors want
data regarding market strategies,
processing strategies, and human
resource strategies to make
informed decisions.
Future waves of electronic business may also bring:
• Electronic documentation of all
business transactions.
• Expanded use of digital cash,
which may change our concept of
money.
• Continuous system testing of
procedures as transactions
processed by CPAs.
January 2 0 0 0
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COMMUNICATIONS
The telecommunications computer
world began with some limitations
and hurdles that often made the
58
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videoconferencing systems might
also let you remotely perform computer functions requiring visualization. For example, a few hospitals
now have complex videoconferencing systems that allow doctors to
perform certain medical procedures
on remotely located patients.
If this seems too obscure for your

m

benefits of face -to -face meetings
exceed the associated costs. But as
telecommunications become more
advanced and facilitative, many of
these barriers are diminishing. As
wide area networks (WANs)
increase and the cost of bandwidth
decreases, the use of desktop video conferencing and large room con ferencing will continue to explode.
Technologies will develop to
improve video over POTS (plain old
telephone system) lines, so video
access outside a WAN (within a
home) will be possible.
What do these telecommunication enhancements mean for you?
Basically, a realistic and cost effective way to bring together remotely
located people. In an environment
of logistically dispersed affiliations,
this could mean a great deal. Cost
effective and widely implemented
videoconferencing lets you conduct
interviews and do virtual training,
consulting, sales demonstrations,
mentoring, and meetings. Complex

0
0
a

• Intelligent agent applications that
can search the Web for best
options and execute transactions
according to specified rules.
The greatest challenges to a -commerce are security and data integrity. Services like the AICRKs
WebTrust help address integrity
issues. As complexity increases, so
do security issues. These issues exist
at hardware (Web servers), telecommunications (routers), and software /database management system
(application security and login protocols) levels. Certification authorities, additional Internet browser
features, higher levels (increased
bits) of allowed encryption, and
firms specializing in building and
testing Web -based commerce sites
will help you to address these issues
in the future.

organization, it shouldn't. Simple
Internet meeting tools allow verbal
communication, low -level visual
communication, and viewing of
running applications, as well as
application sharing among participants. With updated telecommunications equipment and connections,
response time isn't far from real
time.
Next - generation intranets may
serve as a real -time information
broadcast, knowledge base, and
training tool for workers. Managers
can easily update their respective
intranet sections, using only word
processing software, with current
information and work aids that can
be viewed and shared across the
organization. These dynamic
intranets may serve as home bases
for both local and remote employees
who sometimes feel left out of the
corporate update loop.
Of course there are still times
when logistically dispersed team
members must come together in
face -to -face communications. Travel
arrangements may also be facilitated
by technology. Electronic travel
planning lets users profile their spe-

cific travel preferences. If your company has a self - service perspective
on travel, software that can link up
with existing business systems may
minimize travel costs and enhance
travel arrangement satisfaction.
Such software accommodates
employees' travel wishes and profile
preferences according to the rules
and parameters set by their company. It's conceivable that travel costs
would then automatically update
employees' electronic time reports.
Say your meeting is taking place
in an electronically equipped room.
Meeting participants will typically
present an electronic slide show
using equipment that provides a
sharply projected image at close to
television quality. Creative inspiration and strategic planning notes
may be captured on electronic white
boards that save the information to
electronic files for future follow -up
or print notes on the spot. Interactive white boards extend these capabilities by adding touch - screen
functionality. Both types of boards
enable users to interact with a networked notebook or desktop computer and /or use a multimedia

projector. And the entire meeting
process may be expedited and
facilitated by team -based decision support software tools.

ALLIANCESAND
VIRTUALORGANIZATIONS
To meet the needs of a demanding
marketplace without the overhead
and risks of expansion, businesses
and professional service providers
are joining forces to complete projects. This relationship may exist for
one or many joint ventures, creating
tax, tracking, and accounting challenges for financial professionals
that can be mitigated by flexible
software applications.
Your organization's resources
also may be extended by outsourcing work or functions or by using
independent contract labor. Many
firms that formerly specialized in
placement and recruiting services
now have professional services contracting departments. Also, cross
functional service firms can be
found that house, under one roof, a
variety of professionals like information systems and engineers, providing a "one -stop shopping
center" for all of your outsourced
professional service needs.

SEIZINGTHEOPPORTUNITIES
Who can help you reposition your
company? Technology and creative
relationships can greatly expand
opportunities for profit and efficiency. The challenge is to be set to
seize the opportunity. Enterprise
systems vendors, human resource
firms, Web security firms, and ecommerce consulting firms are
among the many sources that can
help you and your company address
these challenges. In addition, if you
don't have the in -house expertise,
you may want to use outside CPA
J an ua r y 2 0 0 0
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firms in areas of information systems assurance, just -in -time and
continuous audits, risk assessment,
and entity performance measures.
The sea of information is wide.
What will help you navigate it?
• Electronic information services.
• Information search service
organizations.
• Business research analyst firms.
• Meta search engines.

• Embedded system alerts.
• Intelligent Web agents.
How can you find the time to stay
up -to -date? Technology provides a
few answers:
• Join appropriate professional
electronic mailing lists.
• Consider Web -based CPE or university courses when in- person
training or education isn't possible. Most universities, including
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Ivy League schools, now have
Web -based offerings.
• Consider CD -ROM multimedia
training programs that can either
be deployed on an individual
machine or over a network.
• If your company has continuous
internal training needs, like orientations and company policy
procedures, consider the cost
effectiveness of creating your
own computer -based training
program.
• Set up a Web -based training site
managed or led by someone in
your company. Leaders need not
have Web programming experience to use these sites that are
specifically designed to host and
organize training and education
materials for multiple
organizations.
As the new millennium opens,
technological tools will enable
financial professionals to act faster,
participate in mobile relationships,
and provide relevant information.
Ultimately, we will strive to service
a sophisticated market composed of
customers with specific needs. The
possibilities, tools, and demands
will continue to spiral upward. This
spiral could hit the unprepared professional or organization like a tornado. Your best defense is to choose
appropriate tools, stay informed,
and operate proactively. ■
Cynthia LeRouge, CPA and certified
technical trainer, is a consultant and
Ph.D. candidate at the University of
South Florida. She has been an auditor and tax specialist for two of the
Big 5 professional services firms, a
controller, an ERP systems developer,
and a comprehensive project -based
systems developer. You can contact
her at lerouQe @tamnabay.rr.com or
(727) 867 -5336.
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Corio Enables Growth,
Boosts E- Business Capability
Corio Inc. — Enabling a world where growing companies get Fortune 500 capability
without the costs and challenges.
Corio is the leading Applications Service Provider for growing companies. For a
monthly fee, we provide customers a fully integrated suite of best -of -breed business
applications and services over a secure network— supported by a world class IT
group available 24 hours a day.
• Ena bling unlimited gr owth
• Providing immediate e- business capability
• Automa ting any business process a cr oss your enterprise
• Allowing you to focus on your business —not IT
Corio is an ASP focused on innovation. Corio was the first to prove the ASP
concept. We ar e the only ASP to host an integrated suite of business applica tions.
We are the only ASP to provide total cost of ownership analyses for 100% of
customers. Our latest innovation: Corio ExpressTM
Corio Express— hosted Tier One solutions — running in two weeks —no implementation costs —for a low monthly fee —ideal for companies who need to move beyond
off the shelf applications.
Providing eBusiness for your Business — Today.

(�Co*'e C 0 R 10
Applications on Demand
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APPL IC AT IO N S ON D E M A N D "

Your QuickBooks applicat ion has given you everyt hing you needed,
but no w you need more.

Ho st ed P e o pleS o ft ' financials —up and r unning in t w o week s.
FOR A LOW MONTHLY FEE

COTjo Express"' Financials
► You need a financial application that addresses your
business complexity
► You need more people to use the application
► You need financial controls and a proper audit trail
► You want to use the same reports, forms, and screens
P. You want other applications to automatically feed
your financials —no re- entering data

How do you do this?

Buy expensive software £t hardware
Spend hundreds of hours implementing it
Hire an army of consultants to make it work together
Employ significant IT staff to run it

©1999 Curio, Inc. All rights reserved. All other Company and product names are trademarks of their respective owners.
PeopleSoft is a registered trademark of PeopleSoft Inc. CluickBooks is a registered trademark of Intuit Inc.

Circle No. 23

Learn more from our free white paper.
Visit www.Corio.com or call 1.877.267.4627

M

Best Software: Helping
Companies Transform the
Way They Do Business
"Rapid improvements in Internet technologies continue to drive ongoing innovation
in our development of new products and enhancements to our existing, `best -ofbreed' solutions for managing rapid changes in HR, fixed asset and financial planning processes. Our solutions enable organizations to gain insight into critical workforce and financial information. We will continue to leverage our proprietary Resource Optimization Models to help companies transform the way they grow, manage
and collaborate within their businesses."

Tim Davenport
President, CEO & Chairman of the Board

BestSoftwareistheleadingdeveloperofweb -nativeNR,fixed asset
and financialplanning solutions.
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HOW STRESSED ARE FIXED ASSETS MAKING YOU?
TAKE THIS SIMPLE TEST.

Place thumb here for
5 seconds and match color.

Somewhat stressed
Things may seem fine now, but wait until a couple of tax
laws change. Better be safe and call 800 - 368 -2405.

Stressed
Redundant data entry raising your blood pressure?
Get automated with FAS. Call 800 - 368 -2405.

Severely stressed
Life's too short to waste on spreadsheets. Ditch the
inaccuracies and confusion. Call 800 - 368 -2405.

Dangerously stressed
Aye, carumba! Only the leader in fixed asset management
can save you now! Immediately call 800 -368 -2405.

Save time, money (and your sanity). Take control of fixed asset management with FAS:m Fixed asset management
isn't just a stressful proposition —a lot of times, it's an impossible one. Unless you have the right solution to help do the job.
No wonder companies of all sizes rely on FAS solutions from Best Software, the fixed asset management expert. We offer a
range of affordable products —from basic to sophisticated, desktop to client/server —which decrease redundant data entry,
increase accuracy, reduce tax and insurance costs, and automate a process that once seemed such a nightmare. To find out
which product is right for you, call 800 - 368 -2405 and request a free 30 -day trial, or visit our Web site.

•r

The Best logo is a registered trademark and FAS is a trademark of Best Software, Inc.

Call us now for aFREE FAS 30-day trial CD.
www.bestsoftware.com /fast

800. 368.2405

(0

Best Software, Inc.
TTTVA
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Semaphore to Offer Faster
Technology, Smarter Solutions
An innovative source of financial /project management software and related services,
Semaphore, Inc. provides smart solutions for its clients' everyday needs, including
our flagship product, Sema4 for Windows, and our crowning achievement, Sema4
Enterprise.
Tomorrow, look to Semaphore for a full spectrum of web -based products that are
accessed from any web connection point. With that, Semaphore will provide better
business to business communications, as we integrate advances in XML technology
and standards into our products. The result? "Zero Cycle Time" where delays caused
by the process of capturing data from the front lines, to distilling this data into
"Critical Numbers ", and alerting the people who have to know, are virtually eliminated. Our web products make it easy to enter data anywhere, anytime. Our user
definable business rules allow you to define the critical numbers. Our new e-mail
alerting technology pushes the information to the key people at the speed of light.
At Semaphore, we know that as new technologies are embraced, cycle times for
business communications will also reduce greatly. And working faster and being
better informed are what Semaphore is all about.

Semaphore,Inc.developsfinancial/projectmanagementsoftwareand offersrelated services.
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Sema4 Enterprise
3-tier client/server
programming provides
a remarkably robust way
to keep everyone
connected with information

MANAGEMENT 24/7
PRETTY MUCH EXPLAINS

ALL THE

that's as new as now.

Sema4 Online Signals
SOS automatically sends
e -mail alerts on important
financial and project -related
events as they happen.
Sema4 Internet
Time and Expense

BIG IDEAS

SITE users in any location
can enter time and expense

AROUND HERE.

figures and view current
project data via the Internet.
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How can we help build your b u sin ess?
After 15 years of innovation, our latest breakthroughs shouldn't come as any surprise.
From the new modules and programs shown above, to the ability to run cash and
accrual accounting side by side, a built -in Microsoft Project 98® two -way interface,
and an Invoice Wizard that can guide anyone through the process of creating a fully
functional, custom - tailored invoice, we feel it's safe to say that the bar has been raised
again. Add to that a full suite of custom services, 24/7 access to online support, and
the most client- friendly and information - packed Web site in the industry and it's clear
that Sema4 is the natural choice for your business.
C a l l 1 8 0 0 . 5 4 5 . 7 4 8 4 o r v i s i t w w w.s e m a 4 . c o m
i

Microsoft, Windows. the Windows logo, and Windows NT are registered trademarks of Microsoft Corporation. Copyright © 2000. Semaphore . Inc All Rights Reserved
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A Success Stony:
The Web Is Their Cup of Tea
Oregon Chai, a tea drink, is available in grocery stores. During its first few years, the
compa ny which produces Oregon Chai limped a long with an off -the -shelf bookkeeping pa cka ge. By 1997, the system had become such a bottleneck tha t a n outside a ccounting fir m recommended they switch to MAS 90.
They did and also a dded the MAS 90 inter net.access module. La rge accounts can
now place orders electronically, check on the status of an or der, query about shipping
information, confirm delivery dates, and access a ccounts receivable data.
"We've really been strapped for staff member s as we grow," says Kurt L. Peterson,
Oregon Chai's vice president of fina nce. "For tunately, we now seem to be a lot bigger than we ar e. To a chieve this, we have to use technology to maximum advantage.
MAS 90 with internet.access plays a major role in allowing us to do this ... my only
wish is that we'd changed over to MAS 90 sooner."

fto

10

Through Knowledge Comes Control.
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To succeed in today's complex business world,
you need more than smoke and mirrors. You need
software to control your business. That's why over
two�million�customers�rely�on�Sage'"–�the�world
leader in PC accounting software.
Our family of solutions lets you expand your
capabilities as your business grows:

_—

M

The magic of our relationship lies

• MAS 90', recommended by more CPAs than

any other mid -range accounting software,
Of e-c o m m e r c e
to -earth business functionality.
weaves the m agi c

into down-

• Acuity's financial and inventory management
wizardry handle the real -world challenges of
di s tr i bu t ion .

• BusinessWorks ®, Peachtree® and DacEasY®
remove the mystery from small business
ac c oun t ing.

Take control of your business with Sage –
software with a proven track record of excellence.

in the fact that we work closely with
IBM so t hat our soft ware runs on the
whole range of industry- standard

IBM Netfinity® servers. In fact, we even
tried it in real -world environments to
validate the operating system and
peripheral hardware. So there are
no surprises when you implement
Sage Software.
It's all a part of the IBM Netfinity
ServerProven°" program, an ongoing
relationship between IBM and select
software companies to reduce your
risk, lower your costs and improve
reliability, Thisway, you can be sure

themagiccomesoutoftheboxand
into your bottom line.

S

a

p

For more information
cont ac t S age:

1-M-878-7822
www.sage.com

7°

we can share it with you.
Discover the magic for yourself at

www.sage.com.
I BM

,(nowle# eomck eChAd

Netfinity
S e l ve P , o ve n

TL,
Nelhniry, ServerProven and the e-business logo are trademarks or registered trademarks of International Business Machines Corporation. ©1999 IBM Corporation. IBM makes no representations or warranties,
expressed of implied, regarding non -IBM ServerProven products and services, and disclaims all such warranties, including but not limited to Year 2000 readiness and the implied warranties of merchantability
and fitness for a particular purpose. These products are offered and warranted solely by third parties.
01999 Sage Software, Inc. a wholly owned subsidiary of The Sage Group plc. All rights reserved. Reproduction in whole or in part without permission is prohibited. Acuity, BusinessWorks, DacEasy and MAS 90

areregisteredtrademarksofSageSoftware,Inc.PeachtreeisaregisteredtrademarkofPeachtreeSoftware,Inc.OtherproductnamesusedhereinaretrademarksorregisteredTrademarksoftheirrespective
owners.SageisatrademarkofTheSageGroupplc
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The Future of Financial
Software: The Internet
The Internet is challenging conventional business processes and promising great reward to
companies that embrace it. interBiz, the e- Business applications division of Computer
Associates International, Inc. (CA), can deliver the software and infrastructure necessary for
businesses to succeed in this new environment.
Recognizing the Internet's potential impact early on, interBiz introduced several new
products:
• Masterpiece ®/Net, the first financial management application to receive 100% Pure
JavaTM certification from Sun Microsystems, enabling companies to access their enterprise
financial information securely from anywhere users have access to a Web browser.
e interBureauTm, an application hosting solution to allow interBiz clients to act as application service providers and host Masterpiece/Net themselves, providing a source of additional
revenue.
• BizWorksTm, which interconnects an organization's business and applications, allowing
companies to run best -of -breed applications that suit them regardless of product or operating
environment. BizWorks leverages Computer Associates enterprise
technology to deliver a complete command and control center,
letting businesses pull financial information from across their
enterprises locally and globally.
We are only seeing the early incarnations of the Internet's impact
on business. By partnering with interBiz, organizations can stay at
the forefront of this revolution without compromising current
business needs and objectives.

z

nterBi

i

Klod Ghez
Senior Vice President
and General Manager

Business Software That Can Think:
A Business Unit of
Computer Associates International, Inc.

interBiz.cai.com
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Thefirstfinancialmanagementapplicationto receive100%PureJava
certificationfromSunMicrosystems.

Are you an executive trying to enhance the value
of your business at the same time you're managing
it? interBiz Solutions could be a real i- opener.
With our BizWorks" framework and services,
you can keep an eye on every one of your business
relationships�—�suppliers,�partners,�competitors,

shortages. Break through bottlenecks. Even preview
the effects of decisions before you commit to them,
i- business is more than just another e- business
tool. It's a higher form of intelligence for the next
business generation.
interBiz Solutions is from Computer Associates

customers�—in�real�time.�Your�communications�are

International, the world leader in mission - critical

instantaneous, global and bulletproof. And our

business solutions. It gives those who manage at

stunning 3D visualizations transform endless, mind -

i -level an insurmountable competitive edge. For

numbing information into clear, useful intelligence.

information, in North America, call 1- 800 - 753 -4321.

With our exclusive Neugents" technology, you
can fast forward and back to predict sales. Anticipate

�

,

.

i nterBi z

Outside North America, call 1 -201- 585 -6510, of ,i� �t

interBiz.cai.com.

OMPUTER `
ASSOCIATES
Software superior by design.
01999 Computer Associates International, Inc. (CA). All trademarks belong to CA.
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Trends in
Fleet Management
If the 1980s were about quality and the 1990s were about reengineering, then the 2000s will be
about velocity. —Bill Gates, Business @ the Speed of Thought
This quote from the cofounder of Microsoft not only describes the changes facing
business as a whole; it also describes changes in the leasing and fleet management
landscape.
From a fleet management perspective, technology will have to adapt to how data
requirements are changing. There's no doubt that data management, manipulation,
and reporting will need to be enhanced in order to provide detailed reports on demand. However, when it applies to large fleets this begins to create an information
overload. Fleet management e- business data will be utilized not so much for exact
specifics, such as how many 15" tires a client bought last
year. Instead, this data will be used for spotting trends
such as how much they spent for tires or what is the total
cost per mile as it relates to an industry benchmark. In
short, more clients will want less volume of information.
This requires providing condensed information in a timely
manner such as immediately following a business quarter.
Providing quality data on demand is the velocity that
Gates writes about.

Lease Plain 77 [909

Joe R. Anderson,
vice - president of Strategic
Accounts, Lease Plan USA,
180 Interstate North Parkway,
Atlanta, Georgia 30339 USA.

LeasePlanUSAprovidesfleetmanagementservicesandtruckleasing todomesticaswellas
globalcompaniesintheUnitedStates.Fleetmanagementservicesincludeorderingvehicles,providing
administrativesupport,managing thefleetand disposalofthe vehicles.
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Just about everyone claims
to have an Internet -based solution

e- commerce tool that provides

the costs of your fleet.

critical real -time information

Information you need for both

about your corporate fleet.

short and long range planning.

Developed exclusively with

Organize your fleet manage-

for issues that confront your busi-

IBM Global Services, ePlan

ment process with Lease Plan

ness. It seems difficult to find a

provides secure, on -line access

and you'll be working with a

business partner with technology

to business information such

business partner positioned for

that truly benefits your company,

as vehicle cost summaries,

the future, not just talking about it.

until now.

maintenance histories and

Lease Plan 7

Introducing ePlan. A powerful

vehicle sales data to help reduce

Vehicle Management Solutions

For more information call 1- 800 - 457 -8721,or visit us at www.leaseplan.com
Circle No. 20

The New Business Rules:

Better, Faster,
Cheaper
Is your organization playing bythe rules?
Which customersand productsareactuallycontributing profitsasopposed to consuming profits?
What is it reallycosting you to serve customers, channels, and even internal parts of your organization?
Doyouknowyourcostsallalongyoursupplychain,andhowandwhichvendorsdriveupyourcostsofdoingbusiness?
Which processesdo youneed tochangein orderto revolutionizethewayyoumanageyourbusiness?

Let us help.
We'vehelped someoftheworld'sbestorganizationsembarkontheirActivity-Based Costing/Managementjourneys—
with tangible and measurable results —often with millions of dollars flowing to the bottom line.

Find out how theydid it.
More than 100 case studies and white papers in the Library at www.abctech.com. Check it out.

0

ABC Technologies
",Nimcahctcch.com
Cal l 1. 800. 939. 8577 o r 1. 503. 617. 7100 • Email info @abctech.com • Visit www.abctech.com

Are you ready for
Activity -Based
Scorecarding?

j � • � w . . . . . � wrw.

m
Scorecarding
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3 key questions you need to ask when considering Scorecarding:
•�Should�financial�information�feed�into�your�Scorecard?
i

•�Is�your�General�ledger�the�best�source�on�which�to�make�critical�management�decisions?
•�Would�your�Scorecard�be�more�meaningful�if�it�was�integrated�with�powerful
activity -based costing information?
0
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Fo r co m p l et e in fo rm a ti on o n t he w orl d' s fi rs t i nt eg ra t ed A BC / M a nd s co rec ardi ng so lu ti on :
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Internet
Appliance

network interface,
modem, or other PC
Cards. A port permits
infrared printing and connectivity with other IrDA
devices at 4Mbps speeds.
The IT has a 4.3GB hard
drive that is shock mounted, along with
64MB of synchronous
DRAM. Circle No. 31

The iBrow from Boundless Technologies is an
Internet appliance that
offers a direct connection
to the Internet without
the complication of the
conventional personal
computer. There is no
need to install and update
software on the lightweight mobile device. The

(Br ow In t er n et Ap p li a nc e

Java -based software platform allows routine soft-

The C Pen from C Techgenerate significant hit

1.1") Windows 98 tablet

nologies is used the same

ware updates (new

counts for advertising.

on the market. The Stylis-

way you would use a high-

applications, start pages,

The iBrow has a 10 -inch

tic IT is designed for

lighting pen. But when

ISP access numbers, spon-

LCD with backlight, wire-

you drag the chisel- shaped

sor links, and convenient

less IR keyboard with

shopping pages) to be

trackball mouse, 2 USB

made quickly and easily

connectors, 56Kbps

from remote locations.

modem, stereo speakers,

those mobile situations
when using a notebook is
impractical. The battery powered pen operates like
a mouse when you tap

From the user's perspec-

200 MHz processor, APM

(click) the

tive, the iBrow is mainte-

for instant -on, and a bezel

scroll by
screen
or

nance -free. From a

recess for custom logos.

business focus, iBrow pro-

Circle No. 30

relationship vehicle for
consumer branding and
one -to -one marketing.
Typical clients are building hardwired relation-

moving
across the surface —or you

vides companies with a

point over lines of text, a
video camera captures the
lines whether they are

,- _ 'IMes Skt s scaoa

C Pon from
C Techn ologies

Handheld Tablet
Computer

can use the optional wireless keyboard. Software

printed or handwritten.

Winner of Mobile Computing's Best Handheld
Tablet of the Year,

enables handwriting

The images are then con-

recognition, signature

verted into computer -

capture, and drawing. The
8.4 -inch Color Transflec-

readable text by an OCR
(optical character recogni-

ships with their
customers: a bank that

Fujitsu's Stylistic IT 2300
pen -based notebook is the

tive (CTF) display uses

tion) system and are

wants to rapidly grow its

lightest (2.4 pounds) most

sunlight to increase con-

stored as an editable text

online customer base by

compact (9.6" x 6.3" x

trast in outdoor applica-

file in the pen. The final

deploying banking

tions and provides a

step is sending the text to

terminals to select

backlight for use

your computer by merely

customers, an Inter-

indoors. Other

aiming the device to an

net service provider

advanced features

infrared port on your PC,

that needs an edge

include Sound

PDA, or mobile telephone.

to increase its num-

Blaster Pro- compat-

There the text can be sent

ber of online active

ible audio, one

on or stored and edited in

members, and a

Type -III or two

Windows and /or word

portal company that

stacked Type -II PC

processing programs. The

wants to improve its

Card slots for easy

C Pen weighs about three

brand awareness to

addition of Zoomed

ounces and reads text at

Video, GPS receiver,

approximately 100 charac-

consumers and to
78

Scanner Pen
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ters per second. The digital camera takes 50 pictures per second. The text
size is from 7 to 18 points,
and the pen has 8MB of
flash memory with 6MB
available for storage—

PC Card for laptops. The
sharing solution is enabled
in one of two ways: using
the Symphony Cordless
Modem, a plug -and -play
cordless 56Kbps modem
that plugs directly into a

Bluetooth
and Jini I Michael Castelluccio, Editor
■�No,�they�aren't�a�new�Saturday�morning�cartoon�duo.
Bluetooth and Jini'm are new ways to network computers—at�home�and�everywhere�else.�And�the�future�they
offer is cordless and more efficient.
The products in this month's Product W atch are rep-

resentative�of�a�new�generation�of�computers�—�typically
smaller and more mobile than the towers and bulky
Share

ah r m uJe m s
Es � e od �1-

Cord
M^`

networking
re Intern
P r i ne ttaccess
e r s
re file$

monitors that own so much of our desktop space
today. A name that's beginning to stick for some of
these devices is "digital appliance." And the networks
such as Bluetooth and Jini that will serve them will, in

Share internet access
anyN'h� e
Share

some ways, be even more radical than the devices
themselves.
Why the Change?
One fundamental reason for the shift away from the traditional PC was its stagnant design philosophy. It began

enough to hold approximately 3,000 pages. The
C Pen has a full graphical
display for four rows of
text, a built -in real -time
clock, rechargeable
battery, and password
security. Circle No. 32

Wireless
Networks for
Home and
Small Business
The Symphony''' Cordless
networking products from
Proxim, Inc. are designed
for shared Internet access
from home and small
office /home office
(SOHO) environments.
The Symphony family
delivers high -speed peer to -peer cordless networking at a 1.6Mbps data rate
and includes Cordless PCI
and ISA cards for desktop
computers and a Cordless

Memb ers of th e
S ymphony C or dles s
N et wor kin g F ami ly

to bog down when someone decided to give the PC
enough power, memory, and card slots to do everything
you would ever need a computer to do. At least, that

phone line, or using the
modem in a PC with a
Symphony cordless
adapter and Proxim's free
Symphony Conductor
modem sharing software.
ProxinA Cordless Ethernet
Bridge is the only cordless
solution that extends the
reach of broadband Internet gateways such as cable
modems, xDSL modems,
and ISDN routers for
delivering high bandwidth
multiuser network access
throughout a home or
small office without
requiring a host PC. All
the products in the family
feature Symphony Composer Installation Wiz ard—a setup tool to
simplify installation.
Circle No. 33

was the plan. An analogous decision in the kitchen
might be to design an all- in-one refrigerator /dishwasher /stove /toaster /sink with ample closet space.
W hat would the control panel look like, and what kind of
injury lawsuits would appear first? W ell, for those companies that wanted to own the entire market for computers
or software, the design probably sounded good. Others
would disagree.
For a des ign model that makes a little more s ens e,
consider�one�that�actually�works �well�—the�human
body.�There�are�a�number�of�major�systems�—each�with
a s pec ific s et of highly evolved functions that it performs extremely well. The heart does n't make pepsin
for diges tion, and the kidneys are deaf . The energy that
animates the entire organis m acc omplis hes the f inal
des ign by networking s eparate systems , chemically and
electronically, to f unc tion as one integrated whole. And
jus t as every system is c ritic al, so is the way in which
all the parts talk to one another. W hic h brings us back
to the Bluetooth and J ini innovations.
In a world where you design smaller digital devices
that do fewer things very well, you need a way to have
continued on next page
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continued from p. 79

walls, doors, and floors, and the

them talk to each other to collaborate

Bluetooth transmitter chips have a

"write once, run anywhere," and now

on more complex tasks. That involves

limited range of about 30 feet. This

with Jini from one of its lead scien-

touch (the transmission of electrons

promises a new kind of network —a

tists, Bill Joy.

and bytes) and a common language

PAN (personal area network).

for those parts that are shaking

The present transmitters are about

Unlike Bluetooth, Jini has less to
do with how a device connects with

hands. Get all of these smaller

the size of a quarter and will appear

others and more to do with the

devices connected, and you should

in (in chronological order): cell

nature of the communication. The

have a solid network.

phones, palmtops, laptops, and then

ultimate goal for Jini is to get all the

But isn't that the Internet? Well,

all kinds of devices from digital cam-

processors that exist talking to each

yes and no. The Internet does have

eras and cars to toys and merchan-

other in a single, global network. To

an instant world reach, but there are

dise containers.

achieve this monumental task, you

many small problems to be solved

When one Bluetooth- embedded

have to simplify the languages they

before it can keep in touch with itself

device comes within "hearing" range

speak or create the protocols so they

the way the body does. Many of the

of another, the two exchange

all can communicate.

hitches are traceable back to the

addresses and check capability

architecture, or lack thereof, in the

details. Their lines are opened to

code. First it lets connected proces-

standard PC operating system and the

"listen and talk" with the limits for

sors boot, join, and discover each

stay -put nexus created by a clunky

security and error - correcting preset.

other. On level 2 they move up to

device that promises to do everything
for you, but only at your desk.

Once the Bluetooth devices shake

Jini is a four -layer stack of Java

Java's RMI (Remote Method Invoca-

hands, the purpose of the communi-

tion), which allows objects to commu-

cation becomes limited only by the

nicate and share code. Level 3,

The Bluetooth Solution

imagination of the user. Recently,

which Joy calls JavaSpace, allows

There are a couple of ways to beam

Glenn Collinson, market director for

logged -on devices to "read," "write,"

information between digital devices —

Cambridge Silicon Radio in England,

or "take" the code they need in the

all with the happy benefit of letting

described in USA Today his vision of

same way people use a co-op bul-

you throw away the connecting cords.

the smart refrigerator with a Blue-

letin board. The topmost level of the

If you have ever seen people aiming

tooth chip. As the chips are made

Jini stack is a directory service with

Palm Pilots at each other and press-

smaller and cheaper, Collinson sug-

a "lookup" mechanism that lets Jini -

ing buttons, they were probably

gests that chips in a six -pack of soda

enabled devices sign on and be seen
by other devices in the network.

exchanging electronic business

could send a message back to the

cards. Palms have an infrared trans-

refrigerator every time a can top was

mission system, as do some laptops.

popped. Then the fridge could send a

to simplify how Jini works. When you

One disadvantage with this kind of

note to your computer when it was

pick up the receiver you get a dial

connection is that infrared requires

time to restock. All without rewiring

tone (that's Jini), and with that tone

an unobstructed line of sight to work.

the entire house.

you're able to call anywhere on the

But it does get rid of the rat's nest

More technical information about

Bill Joy uses a telephone analogy

network to get what you need— infor-

that hangs over the edge of your

the Bluetooth consortium and

mation, a driver for your digital cam-

desk looking for your network, tele-

initiatives can be found at

era, and all kinds of services. You

phone, power strip, printer, mouse,

www.bluetooth.com.

don't need to keep everything loaded

and so on.

in your device's memory anymore. All

Bluetooth, the brainchild of an

so

programming language initiative

Jini

that stuff resides on the global net-

international collection of companies

Jini, Arabic for "magician," has a

work, and you call the services and

including Nokia, Ericsson, IBM, Intel,

longer history than Bluetooth, going

connections as you need them. Or,

and Toshiba, and named for Harald

back to 1994 or 1995 at Sun

better yet, work a little kitchen

Bluetooth, the Danish king who

Microsystems. Sun has distinguished

magic: Let the last popped can of

united his nation, uses radio waves

itself as a preeminent networking

soda tell the refrigerator to tell the

for wireless communication between

company with its dedication to "The

computer to call in the order to the

devices. Radio waves go through

Network Is the ComputerTM," its Java

grocery store. ■
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WITH THE BEST
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Reporting and Consolidation Financial
Analysis Accounts Payable Accounts
Receivable General Ledgers Fixed
Assets Purchase Order Management
Billing and Invoicing CLAP ABC/ABM
Fund Accounting Project Accounting

l

For manufacturing and supply chain
For human resource and payroll executives, For sales, marketing and customer serexecutives, operation directors and IT
project managers and IT professionals
f vice executives, IT professionals whose
professionals who are focused on creating who need to know about how the right
i companies need to leverage the latest
HR and payroll technologies can help
a competitive advantage by integrating
E technologies in Sales Force Automation,
business and plant systems into a single,
speed up the recruitment process, retain E Customer Relationship Management,
seamless solution and who want to align E employees and lower the cost of training.
Database Marketing and Enterprise
systems with business goals.
Relationship Management to gain a
HRIS • Benefits/Compensation • Payroll
competitive edge.
• Workflow • Recruiting • Time and
MRP II Supply Chain Management
Advanced Planning and Scheduling
Attendance • Employee Self- Service
Sales Force Automation • Front- and
Enterprise Application Integration
Applications • Training • Tax Filing
Back -Office Integration • Customer
Electronic Data Interchange Real• Administrative Tools
Relationship Management • Call
Time Operational Systems ERP Systems
Center Management • Calendaring and
Logistics/Distribution Systems Total
Scheduling • Customer Self- Service
Quality Management Collaborative
• Database Marketing • e- Commerce
Forecasting Systems e- Commerce
• Enterprise Relationship Management
•

For financial and accounting executives,
project managers and IT professionals
who are in the market for solid departmental solutions, need to know the ins
and outs of the software selection process
and how to integrate accounting and
finance software into the enterprise.

i

Accounting
and Finance

I

February 1 -2, 2000
HyattRegency
SanFranciscoAirport

May 17 -18, 2000
WorldTradeCenter
Boston, MA

December8-9,1999 February 15-16,2000 i
Sheraton Centre
Adam's MarkHotel
Toronto Hotel
Philadelphia, PA
April 26-27, 2000
HiltonChicago
andTowers

June 21 -22, 2000
DallasConvention
Center

October 3-4 2000
Marion
Detroit, MI
r

September11 -12, 2000 October 24-25, 2000
Hilton New York
AmericansMart
andTowers
Atlanta, GA

March 13-14, 2000
Hilton New York
andTowers
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IMA

Grant Meyers, 1913 -99
Grant U. Meyers, former president of the IMA, died November 19, 1999. He was
86. An IMA member for 53 years, Meyers served as national president in 1969 -70.

Although he was born in Illinois, Meyers became the first president to be elected from Texas. Chairman and CEO of Oil City Iron Works, Inc., he held strong
views both on the problems facing accounting and financial executives and on the

dent of the Chicago chapter, he was elected national vice
president for 1962 -63. He was also an active member of
the Stuart Cameron McLeod Society.
After he retired, Meyers continued to support the
Institute. He coauthored a history of the IMA, Proud of
the Past -75 Years of Achievement, 1919 -1994, with Erwin
Koval. The book, distributed during the 75th anniversary
celebration at the 1994 Annual Conference, chronicled
the then - National Association of Cost Accountants' rise

from 97 charter members to the present total of almost
300 chapters nationwide. Proud of the Past also detailed
the organization of the IMA, its annual awards competition, its publications, and its conferences.
During his 53 years of service to IMA, Meyers was at
the forefront of many of the programs which have enhanced and extended IMA's service to its members.
Starting with the first Long Range Objectives Report in
the late '60s, he supported the development of the CMA
program, establishment of the Management Accounting
Practices Committee, and renewed emphasis on the research
activities of IMA. He was part
of the group that supported the
development of IMA's current
ethics policy.
Meyers was also active in his
support of the plan to establish
IMA's ownership of the present
headquarters building in
Montvale, N.J. He was an early
contributor to the fund to provide equity for the building.
His leadership and keen vision of the future were
invaluable. His presence will be sorely missed.
He is survived by his wife Petra and five children.
■

role of the Institute (formerly the National Association of
Accountants) in the future. Thirty years ago, already seeing an increase of new technologies, he advocated the
need for continuing education, stating, "Techniques, procedures, communications,
and a host of other requirements are all important aspects of the accountant's
continuing education ....
Each individual should
make up his own checklist
of required qualifications to
meet his personal goals."
In addition to his term as
president, Meyers served on
numerous national commit Grant U. Meyers
tees. After his term as presi-
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LEADERSHIP
Leadership. Many have claimed it. One has achieved it.
Robert Half is the leader in specialized financial recruiting, with offices worldwide.

Asset Manager
Entrepreneurial property development firm has a newly created
position for an Asset Manager. Responsibilities include complex
planning, financial tracking and analysis of multi- family housing
projects and development and analysis of budgets. This individual will serve as liaison for property management firms. Ideal
candidate will have five plus years of broad financial experience
in property development and /or management, proficiency with
Microsoft Excel plus strong written and verbal communications
skills. Great benefits and salary to $60,000.

Tax Accountant
Privately held company seeks an experienced tax professional to
assist with entities. Ideal candidate will have three plus years of
public accounting experience with either individual, partnership,
S -Corp or trust tax. Benefits and salary to mid $60,000.

Controller
Premier specialty distribution company seeks a professional to
supervise staff and oversee all facets of accounting and benefits
management including financial statement preparation and
analysis. Ideal CPA will have five plus years' related experience.
Manufacturing industry experience helpful. Highly visible position reports directly to CFO. This opportunity offers great benefits and salary to $70,000.

General Ledger Manager
Nationally recognized retail company seeks a professional with
five plus years' experience (some in a supervisory role) in a large scale distribution company. Ideal candidate will possess excellent
mentoring ability and strong investigative skills. Responsibilities
include supervising staff accountants in all aspects of general
ledger, monthly closing, account reconciliations and fixed assets.
Excellent benefits and salary to $60,000.

Controller
Premier manufacturer seeks to fill operational Controller position with career path to CFO. Duties include the installation
and interface of new manufacturing software package with the
general ledger. Ideal candidate will have seven plus years of manufacturing experience in a similar role and strong systems knowledge. International experience a plus; CMA desired. Excellent
benefits and salary to $80,000 plus bonus.

Financial Analyst
Premiere e- commerce consulting company is seeking a progressive, self - motivated candidate to join its rapidly growing financial
team. This expanding company is looking for a CPA with two
plus years of Big 5 accounting experience, preferably with a -commerce clients. Ideal candidate will have knowledge of financial
statements and exposure to SEC filing. This position will grow
with the company, as it is planning on going public within the
next year and doubling its headcount across all divisions. This is
an excellent opportunity to get in on the ground floor with a
company that has increased revenues 1000% over the last year
and shows no signs of slowing down. Excellent benefits and
salary to $55,000.

Controller
Highly profitable service company seeks a goal - oriented professional with strong analytical skills and recent systems conversion
experience. Ideal candidate will supervise a small staff in the areas
of monthly reporting, budgeting and analysis. Fast track to CFO.
CMA/CPA preferred. Excellent benefits and salary to $90,000.

Project Analyst
Incredible opportunity with a start-up company in need of a professional with extensive experience in project accounting. Will oversee budgeting, forecasting and the development of project models.
Catapult yourself to the top while learning the basics in project
management and operations. Great benefits and salary to $50,000.

Senior Accountant
Exciting and fast- growing company headquarters seeks an accounting professional for financial analysis, preparing management
reports and performing month -end close. Ideal candidate will have
three plus years' experience and a background in public accounting. CPA preferred. Excellent benefits and salary to $50,000.

Controller_„
Rapidly expanding Internet services organization seeks a professional with 10 plus years of experience in public and private
accounting. Duties include preparation of consolidated financial
reporting, implementation of SEC reporting system including
leading IPO process, development of budget and analysis models, supervision of staff and various special projects. Company
offers tremendous benefits, including equity participation in the
form of stock options and salary to $90,000.

Accountant
Fast - growing construction company has an opportunity for a
construction Accountant to track costing of jobs, retag inventory
and perform accounts payable and receivable, payroll and fixed
assets. Ideal degreed professional will have five plus years of
accounting experience, solid understanding of GAAP and the
ability to adapt to an ever- changing environment. Full benefits
and salary to $38,000.

Operations Accountant.
High - growth ISP seeks an accounting professional to report
directly to upper management and perform general accounting
functions such as payables, receivables, general ledger maintenance and fixed asset management. Ideal degreed candidate will
assist with month -end close processes, variance analysis and
financial statement preparation and will have one plus years of
related experience. Must be computer literate with proficient
knowledge of Microsoft Excel. CMA/MBA a plus. Excellent
benefits and salary to $80,000.

CostAccounitantMetal fabricator seeks degreed accountant for manufacturing
accounting role. Ideal professional will have two plus years of
recent experience with manufacturing and/or cost accounting
and have proficient knowledge of Microsoft Excel. CPA/MBA
a plus. Great benefits and salary to $50,000.

&jUTAccountant
Billion - dollar manufacturer is seeking an individual with one
plus years' related experience to work in divisional operations.
Ideal professional will have strong communications skills and
proficient computer knowledge. Responsibilities include bank
reconciliations, month -end close, financial analysis, cost
inventory and general ledger maintenance. MBA/CPA
preferred. Excellent benefits and salary to $37,000.

Financial A
A progressive worldwide manufacturer is seeking a Financial
Analyst with two plus years' experience in public accounting.
Will be responsible for accounting of acquisitions and divestitures and assisting in quarterly consolidation of over 400 worldwide entities. Will also be involved in annual report preparation,
SEC filings and various special projects. CPA a plus. Bachelor's
degree in Accounting is desired. Company offers excellent
benefits and salary to $57,000.

Senior Financial Analyst
IT services company seeks a Senior Analyst for corporate planning group. This individual will help load and execute planning
functions for quarterly forecasts and annual budget, will participate in the development of five -year financial projections and
presentation supporting executive strategic planning. Ideal
professional will have five plus years of related experience.
MBA a plus. Full benefits package and salary to $80,000.

Assistant Controller
Publicly traded holding company with properties in advertising and
media seeks professional with 10 plus years of public and/or private
accounting experience with SEC reporting. Duties of the position
include all internal and external financial reporting, consolidations,
compliance and special projects including policy and procedures
research. Will also be primary liaison between the MIS group and
the financial reporting department. Great benefits including bonus
and incentive stock options with salary to $100,000.

StInternational
affAccountant
law firm seeks staff accountant to join its international finance reporting department at its company headquarters.
This professional will be responsible for preparing journal entries,
corporate bank reconciliation analysis, treasury analysis, fixed
asset depreciation and amortization projects and special projects
for partners and management. Ideal candidate will have a bachelor's degree in Accounting or Finance, one plus years of general
accounting experience, excellent communications skills and solid
computer systems experience. Benefits and salary to $38,000.

Regional Controller_
A national contracting company is seeking a Regional Controller
to consolidate financial statements for western region, prepare all
related management reporting, supervise accounting staff and
prepare budgets. Ideal professional will have a bachelor's degree
in Accounting, two plus years' experience with job costing and
proficient knowledge of Timberline accounting software. CPA
desired. Construction industry experience preferred. Full benefits
and salary to $60,000.

Controller
Local credit card company has an excellent opportunity for a
Controller to manage the settlement process and electronic transfers, maintain general ledger reconciliations, oversee general
depositing process and supervise accounting staff. This individual
will be responsible for working with the FDIC and other external reporting agencies. Ideal degreed candidate will have four
plus years of accounting experience with some in a management
role. Financial service experience highly preferred. Full benefits
and salary to $55,000.

Senior Business Analyst
Stable and growing company headquarters seeks professional
with FAR/CAS experience. Ideal degreed individual will have
six plus years of accounting experience for government contracts
and some audit and DOE knowledge. CPA/MBA desired. Will
consider serious out -of -state candidates if relocation costs are
reasonable. Great benefits and salary to $70,000.

Internal Auditor
Fortune 100 company is seeking an internal auditor to perform
audit procedures at domestic and international locations. Specific
responsibilities are to examine, verify and appraise records,
reports, systems and procedures as required by audit assignments.
Individual must be well organized, dependable, extremely accurate, flexible to changing priorities and detail oriented. Previous
experience in a manufacturing environment helpful. CPA
desired. Benefits and salary to $55,000.

Accounting Manager
Fast - growing commercial credit card company seeks an Accounting Manager to assist with preparation of financial statements,
perform budgeting and variance analysis and compile information for regulatory agencies and external auditors. Qualified
degreed professional will have a bachelor's degree in Accounting
and three plus years' accounting, banking or financial industry
experience. Audit experience helpful. CPA preferred. Full
benefits and salary to $50,000.

Senior Financial Analyst
Growing subsidiary of the world's leading entertainment conglomerate seeks professional with three plus years of related experience
to perform all financial analysis for the income producing areas
of the broadcasting group. Duties include preparation of budgets
and related periodic analysis, income planning and forecasting,
management reporting and special projects. This position is highly
visible to upper management. Excellent career opportunity that
includes full benefits and year -end bonus with salary to $50,000.

Cost Accounting Manager
International medical manufacturing company has an outstanding
opportunity for a Cost Accounting Manager to develop and maintain standard cost systems and manage variance reporting and
analysis while supervising staff. Ideal candidate will have a bachelor's degree in Accounting or Finance, management experience and
eight plus years of prior manufacturing cost accounting experience.
CPA/MBA preferred. Excellent benefits and salary to $84,000.

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 roberthalf.com.
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Tax Dragon Moves to Y2K
ven in the new millennium, dea th a nd
taxes are proverbial constants. But it was

1 Total gross tax collections, fiscal year 1998. Internal
Revenue Service, U.S. Department of the Treasury.
2 The difference between what corporations said they owed

only in the last century, in 1913, that the

Accounting Office, Tax Gap Symposium.

Amendment to the C onst itut ion, ma de the

3The amount of tax money spent by the IRS and other gov-

income ta x a fixtur e in corpor ate and personal

ernment agencies to enforce and oversee the tax code. Tax
Foundation Special Report No. 39, Sept. 1994.

lives. During this decade, and this century, mil-

4 The estimated cost to update the IRS's computers for the

lions will continue to wrangle over ta xes.

year 2000. "IRS Countdown to Meltdown," Insight, Nov. 3,
1997.

Indeed, there are dozens of pr oposals to simplify
the U.S. system —but in the end it's a sure bet
5
f
J

the ta x collector will be a constant companion
until the end of time. Some r ecent figures pub-

0
a

0

lished in gover nment a nd other publica tions
illustrate the scope —and problems —of the gar-
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and what the IRS said they owed in 1992. U.S. General

United States, with passage of the 16th

gantuan entity crea ted as a r esult of that act.
STRATEGIC FINANCE I J a nu ar y 2 0 0 0

5The number of lines of computer code required by the IRS
to manage the current tax code. "UNBELIEVABLE! The Mess
at the IRS Is Worse Than You Think," Fortune, April 3, 1998.
5 The number

of words in the income tax laws and regulations. "Compliance Costs of Alternative Tax Systems," Tax
Foundation Special Brief, June 1995.
7The number of trees it takes each year to supply the eight
billion pages used to file income taxes in the United States.
The Flat Tax, Hoover Institution Press, 1995.
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and retain key accounting and finance professionals.
AOC's2000 Salary 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.
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Imagine total control of your financial processes, worldwide and in real time.
QSP enables financial process optimization (FPO) of your organization through
QSP Financials, QSP Business Intelligence, QSP e- Business Solutions
and QSP Professional Services.
Find out how you can improve productivity, efficiency, cost savings and control.
Call 800 - 326 -3435 or 919- 872 -4100 and visit www.qspinc.com /fpo
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