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"26,000 management reports.
28 performance metrics.
37 market indicators.
1 mouse click? Sweet."

OutlookSoft's Everest'` is more than just budgeting software. It's
an Internet -based management portal that provides every manager
with analytic information, performance reports, and competitive
analysis - all with a single mouse click. Built to maximize the
power of the Internet, Microsoft@ Excel, and centralized database
technologies, Everest provides revolutionary Web- based, analytic
capabilities unequalled in the industry. The result? Managers with
the information and tools to run their business more effectively.
Vital information at every manager's fingertips?
It's Happening.
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Adjust your budgeting attitudes. Call 203.964.3100
or visit us at www.outtooksoft.com

The Web Analytics Company'"'
Microsoft
Partner, Microsoft Data Warehouse Atliance 2000
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ABC Technologies Helps
International Truck a
Engine Keep On Truckin'
As the leading North American producer
of heavy and medium trucks, school
buses, and mid -range diesel engines,
International Truck & Engine Corporation
continually seeks to provide better
information for strategic decision- making,
to motivate changes in behavior through the
use of ABC /M information, and to support
operational excellence.
Partnering with ABC Technologies, they have
put in place a financial framework that utilizes
ABC /M results to understand product and
customer profitability, improve processes,
reduce costs and enable better decision - making.
We've worked with thousands of
organizations in more than 70 countries.
Find out how we can help you.
Email us at info @abctech.com,
call 1.800.882.3141 or 1.503.617.7100,
or visit our website at www.abctech.com.

Ask for the
International Truck
& Engine
success story.
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The Net helped hi
ACCPAC Online h

Introducing ACCPA_
next e- business success story. Yours!
Gaining a competitive advantage from the Net has never been

Web. All tightly integrated with ACCPAC's complete line of

so easy, thanks to end -to -end accounting and e- business solutions
center for small and medium -sized enterprises, providing every-

industry - leading accounting solutions. All adaptable to the way
businesses do business today. No customization, no reinvention —
just flexible, affordable e- business solutions from the most trusted

thing a business needs to enter the new economy —fast.

name in the industry. Changing the rules is easy. Now, profiting

ACCPAC Online brings you easy -to- understand e- business

from them is too.

know -how, quick start e- services, and even complete application

Let ACCPAC Online and eAdvantage Suite put the promise of

hosting of the ACCPAC eAdvantage Suite —a comprehensive set

e- business in your business.

from ACCPAC Online , the premier ASP and e- business resource

of e- business solutions designed to enable every business to buy
on the Web, sell on the Web, and empower employees on the

www.accpaconline.com
Toll free 877.622.2722 x33

., ACC P Aonline
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26 Integratinge-CommerceintoYourBusiness By

M AR LE N E P I T U R R O

E- commerce applications can make your business more efficient, improve customer service, and increase your
bottom line —but making the transition is fraught with pitfalls say these successful executives who spearheaded
this change in their companies.

34Pros&ConsofASPs

BY H . LAMAR CURT IS , I I I , AND RICHARD J. ALPHONSO, C P A

Companies have to balance the real benefits of application service providers — reduction of operating costs and
system administration overhead —with equally valid security and reliability concerns. p

40LookingatBusinessReportsThroughXBRL-TintedGlasses
BY

LIv

A. WATSON; BRIAN L. M C G U IR E , C M A , C P A ; AND ERIC E . COHE N, C P A

Using eXtensible Business Reporting Language (XBRL), businesses can communicate financial information over
networks to all their audiences — easily, quickly, and efficiently. Q

46 MatthiasWaehren:TransformingFinanceatRoche-Nutley
Pharmaceuticals By KATHY WILLIAM S AND
JAMES HART

This innovative CFO created a Finance Transformation
Department that is identifying the competencies and skills
financial professionals need to become business advisors.
It also will provide training needed to accomplish that goal.
Articles meet CPE requirements for:
© NASBA and IMA /CMA /CFM or * IMA/CMA /CFM

id0i

For information on earning CPE by reading Strategic Finance, visit the IMA
website, www.imanet.ore, or contact Alice Hayes at (201) 573 -9000, ext. 213;
fax (201) 573 -8185; or by email at ahayes @imanet.org.
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52SupplementingLegacyFinancialSystemsby
IntegratingHigh-EndTechnology:Lessonsfromlord
Corporation BY J EAN L. LO BAU GH AND

PERSPECTIVES6

ASHUTOSH V. DESHMUKH, CMA

Preventing employee turnover.

For some companies seeking more management
information, ERP systems may be too expensive and
time consuming. Moreover, they may lack resources
to build their own system. A third way, chosen
by Lord Corporation, was to supplement legacy
systems with an array of off -the -shelf software
packages. 0

The three- legged stool.

CAREERS8
BESTPRACTICES12
Is that your final answer?

TAXES16
National retail sales tax —a real choice?

STRATEGICCOSTMANAGEMENT85
Activity -based budgeting —part 1.

62TrackingStock:AnOldCorporateFinance
TechniqueGainsNewCurrency—andControversy
BY ALAN LEVINSOIiN

Stock issued on a subsidiary, division, product line,
or business unit is called tracking stock. First
introduced in the 1980s, it flourished and then
stagnated. Now it's coming back fueled by large scale investments in technology —but is it a wise
investment? 0

PRACTICEANALYSIS89
Business partner and coporate cop: do the roles
conflict?

departments
STREETWISE21

68AMillionSavedIsaMillionEarned:"ERS"Saves
TimeandMoney B Y C H E L L A S W A M Y
"KUMAR" KUMARAGURUPARAN

Evaluated Receipts Settlement helped to save this
company nearly $1 million by streamlining the
accounts payable process, eliminating excessive
paperwork, and improving the productivity of the
inventory control staff. Q

Preparing your business for secure e- commerce •
New survey shows greater concern for ethical
behavior • New accounting model demanded
• Books: Financial Analysis. A Controller's Guide.

TOOLSOFTHETRADE80
Back from vacation.

TECHFORUM83
The new computers in school.
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SEC bars "selective disclosure."
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They'll never be blockbusters, but PC movies
offer an economical
and versatile way to
train employees in
new technology.
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The Three - Legged Stool I

Mary Zisk

by Frank Minter, CPA

P RO DUC TION MANAG ER

Lisa Nasuta

Over the past year I have spoken to a number of IMA chapters

CIR C U LATIO N

with a talk I call "The Three - Legged Stool." The three legs of my
stool are Corporate, Academic, and Students, and they reflect

Alice Schulman
P UB LI SHE R / E XE C U TI VE DI R E C T OR

David T. Schweitz

IWCs initiatives in those areas.
The initiatives began with three re-

AS S I STA N T P UBL IS H E R

search studies that identified the

tion we announced a number of

knowledge, skills, and abilities Cor-

$5,000 faculty grants for professors

IPC Enterprises

to develop programs and initiatives

325 West 38th Street

porate America told us it wanted in

that will ensure that they
and their students become
partners in IMXs efforts
to prepare business leaders for successful professional careers.
Our greatest challenge
today is to gain greater
recognition of the value

its finance professionals.
We are working with our
associates in the academic
community toward a goal
that will assure that their
academic course content
will prepare their students
with the skills Corporate
America has indicated it
wants and needs.

IFRaNK M1NTER

IMA uses this research to ensure
that the certification exams for CMA
and CFM test for those same competencies. As a result, we can say to
Corporate America that a student
who has been successful on our certification exams has the skills needed
in business or industry.
Last year every IMA student
member was offered a scholarship
to take our certification exams free.
Students have until June 30, 2001,
to take the exams; we will be following the results of this offer
6
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closely. At the recent AAA conven-
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ADVE R TISI NG R E P R E S E NTATIVE S

Suite 301
New York, NY 10018
(212) 594 -3535
Linda Marx (Northern Region)
Peter McGrath (Southern Region)
Will Carter (Western Region)

Coordinator: Alice Schulman
(800) 638 -4427, ext. 280
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of the CMA /CFM certifi-

cations in business and industry.
There are a number. of companies
who support certification by conducting study courses, paying exam
and membership fees for their employees, and even granting employees financial rewards for success on
the exam. BUT we need to reach
more companies. If your company
has an interest in a program to
help your finance professionals become certified, we want to help
you. Let me hear from you at
fcminter@imanet.org.
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Career s

By Max Mess mer , Edit or

Preventing Employee Turnover
The ability to keep quality employees is critical to being a successful manager,
particularly in today's competitive hiring environment. One of the keys to retention is making sure your staff remains challenged while recognizing signals that
someone may be dissatisfied with his or her job.
If you can detect the early warning flags, you will have
a good chance of preventing your most valued employees
from considering job opportunities elsewhere. That said,
here are some signs every manager should look for.
Sign #1: A pattern of dissatisfaction. Many
signs that employees are unhappy are
easy to detect but can go unnoticed
by busy managers. When evaluating
whether someone may be at risk
for leaving a job, look for situations such as:
• Someone known for offering new ideas for ways to improve processes and increase pro-

ductivity stops providing
suggestions.
• An individual who brightened up the office almost daily
with his or her positive approach
to work no longer displays the
same enthusiasm.
• A staff member begins making negative comments to coworkers about the firm
or his or her job responsibilities.
Sign #2: Unusual behavior. Some employees may be
adept at disguising their dissatisfaction but cannot hide
the fact that they are less engaged in their work. The reason is that mentally they have already begun to sever their
connection to the company and, therefore, no longer have
the desire to give 100% to their jobs.
8
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To help you determine whether a slip in performance is
due to a temporary slump or a growing lack of interest in
the position, try to recall the employee's behavior in the
preceding weeks. While your analysis will not definitively
reveal an individual's intent, it could provide
more insight into the situation.
For example, assume an employee is usually an active con tributor to group projects but
has been electing to spend more
time working alone. In this in',
stance, he may be taking a relatively low -key approach to distance himself from the job and
® uS ncss
the rest of the group.
Consider how long the per -_ =
son has been spending at lunch
"
in recent weeks. If it's longer
than normal, it could mean she
is going on interviews in the ear ly afternoon. It may also signal
boredom or unhappiness, two precursors to the start of a job search.
Also pay attention if an employee is using certain resources at work that could help facilitate a hunt for a new
position. Do you notice the individual using the printer or
copier more often than usual? What about the Internet? It
could mean he or she is making copies of r6sum6s and
sending them via fax to prospective employers or looking
online at other job possibilities.

V

Get your business
online or this might
as well say "Bye Now."
NAvisION'
software
Business solutions.Your way.

Navision Software US, Inc.
1- 800 - 552 -8478
www.navision- us.com
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Professionals who are seeking new
opportunities elsewhere may become
guarded when talking on the telephone. Take note if someone who is
typically at ease when speaking on
the phone now appears to be talking
in a lower, more discreet voice.
Sign #3: A noticeable change in
appearance. Sometimes you can tell
that an employee is looking for a
new job by the way she dresses. For
instance, if an individual not known
for making fashion statements suddenly shows up at work wearing
professional attire, she may be dressing for job iritgviews.
Also, look at an employee's work
space for signs of a potential departure. Is it messier than normal? If so,
the individual may be losing interest
in creatinggood impressions, a precursor to a resignation. A neater-

than- normal desk may also indicate
someone is planning to leave.

Be Pr oa ct iv e in
Reduc ing Turn over
Trying to persuade someone to remain with a firm after he resigns is
difficult. It's always better to take
steps beforehand to prevent a member of your accounting staff from
considering that path. Here are four
proven ideas to help you enhance
employee retention and increase
productivity.
• Be competitive with compensation. Getting as much work as possible out of your employees for the
least amount of pay may seem like
smart business, but it can backfire
when trying to build a quality organization over time. Eventually, people will leave if they feel they aren't

Financial Forecasts
& Budgets
P F P ,Provi des The Fl exibil it y, P ower
and P res ent at i on Q ual i t y N eeded
To Tame Your Toughes t Proj ec ts
Pro - formas for Professionals is a
flexible, fully- integrated, easy -to -use
model, designed to help you prepare
complete financial forecasts and
budgets within a very short
timeframe.

Take Action

The financial
forecasting model
r I

r

r

Runs in Excel. All formulas are included
and all commands have been automated
Free telephone support — forever.

r

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

New Version Now Available

PFP Std. $399
PFP Plus $

599

Pendock Mallom ltd.
245 81h Ave., #340. NY 10011

(800)567 -4500
www.pendock.com
10
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Income
Cost of

Balance Sheets
Ratio Analysis

Overhead Schedule
Overhead Analysis

Changes
l i * in

Sales Analysis
Cash Flow Schedule

Letters of Credit
Bank Credit Line

i

Financial Position
Discou
-Consolidations
Fixed Asset Budget

Varlance Analysis
Business Valualions

rewarded for their effort.
• Create an intellectually stimulating environment. Boredom is one
of the main reasons employees leave
for other firms. Be sure to meet with
staff regularly to review current assignments and discuss future opportunities for professional growth.
• Have a policy for promoting
employees. Good workers want to be
rewarded for achieving measurable
goals. If not, they're likely to become
dissatisfied, and they may take the
next good job opportunity that
comes along. Promoting from within
recognizes the contributions of current staff and demonstrates to everyone that if they work hard, their
achievements will bring career advancement possibilities.
• Encourage a balanced lifestyle.
Employees who work excessive
hours are at greater risk of suffering
burnout. Make sure your staff take
advantage of company benefits such
as flexible work schedules, telecom mutiag, and vacation time that help
them achieve work/life balance.

Cash Ft

Sometimes a group of professionals
works so well together that the departure of one individual can have a serious effect on productivity and morale.
So if you suspect an employee may be
unhappy in her job, approach the person, listen to what she says, and strive
to make appropriate changes.
By creating an employee retention
strategy in advance and proactively
addressing individual situations as
they arise, you can help to keep your
valued financial staff. ■
Max Messmer is chairman and CEO
of Robert Half International Inc.
(RHI), parent company of Robert
Half, Accountemps, and RHI Management Resources.

Allow us to introduce ourselves. We're Deltek. For nearly two decades,
we've been busy developing innovative software and solutions automating
professional services organizations. So busy that we haven't spent much time
making our name known. Except, of course, for the thousands of companies we
serve worldwide.
We could do great things for your business. Our back office and front

office solutions help you win more business, strengthen customer relationships,
improve your cash flow and boost project profitability. Call us at 800 - 456 -2009
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or visit our Web site at www.deltek.com. We'll make you glad you ran into us.

�

Project Accounting & Finance • CRM & Proposal Automation • Employee Time & Expense

Enterprise Planning • e- Business
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Best Practices

By Bob Gunn, Editor

Is That Your Final Answer?
IS THAT YOUR FINAL ANSWER? WHEN THE LEADER

asks you that question, you're apt to feel a twinge of fear.
What's at risk isn't a million dollars but your job.
Practically everyone values knowing the right answer
or remembering a good idea. In business there seems to
be no greater error than not being able to respond to the
boss's questions. How many times have you been in a
meeting and watched others make stuff up out of thin air
rather than utter the words, "I don't know ?" In fact, `BS
artist" can be a mark of respect and signify someone who
really knows how to get ahead.
Overwhelming is not too strong a description for the
apparent need to know everything. Doesn't it sometimes
seem that being prepared is no longer possible? You not
only have to learn best practices but also have to keep up
with academics who are being stroked to write about their
concepts, consultants who are packaging their abstractions
in multimillion -dollar engagements, and journalists who
are looking to turn their notions into best - sellers.
Recently, a wildly popular business magazine stuck a

for keeping your firm on the cutting edge and energized
to make forward progress: an acknowledged "Big Idea" or
the common sense of your own people?
The answers to these rhetorical questions are obvious.
That's because they all share a common trait. Knowledge,
answers, and ideas can be useful when routine actions are
called for or known facts needed. For the quiz show contestant there can be only one response to a factual question. But most business issues, like most life decisions,

postcard on its front cover with the exhortation "STEAL

THIS IDEA.' The magazine wanted each reader to mail a
postcard to a friend and infect them with an "idea virus.'
Their logic was that "the big ideas that spread the fastest
win," so unleashing an idea virus becomes the fastest way
to turn your ideas into winners. The cover story's author,
Seth Godin, is quoted as saying, "I'm an idea merchant
who can come up with a half -baked idea everyday."
For many business people this kind of thinking simply
lacks common sense. For example, which would you say
is more valuable for finding a fresh resolution to a problem: accumulated knowledge or reflecting on the right issue? Which would you say is more valuable for resolving
your challenges and finding the route to sustained accomplishment: someone else's answer or discovering your
own insights? Or which would you say is more valuable
12
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don't call for neatly categorized responses. What they do
require is a creative form perfectly responsive to the moment; in other words, a flash of insight that simplifies
things, points to what needs to be done, ties up the loose
ends, and inspires pragmatic action.
What may be less straightforward is knowing how to
take the road less traveled when you see everyone else rat tat- tatting down the "answer the query now!" path. Actually, all it takes is to look within to see what is obvious
and then, if it makes sense, to do it. But what, for heaven's
sake, do you actually do?
Well, for one thing, you can take a few moments to reflect on the problem instead of struggling to remember

InSource"Sales&UseTax

The freedom to do more.

® 2000 RIA 59812 -0 /8-00 All names and trademarks are the properly of Areir respective ovmers.

Circle No. 25

an answer. By looking beneath the
surface of things, you gain perspective. While answers for $10 issues are
"a dime a dozen," the $10- milliondollar question stops everyone in
their tracks. In the face of a truly
worthwhile challenge, a pat response
appears ludicrous.
Clearly, resolving these highly
valuable questions takes more than
glib answers. But what we tend to
overlook is that it can be very energizing when people stop worrying
about recalling facts and figures and
start daring to look into what they
don't know.
Looking to the unknown is akin
to the process of being creative. Like
an artist shaping clay, people exploring the unknown lose themselves as form emerges from the
material. Their hand is guided by a
deeper intelligence emanating from
the soul. The state of "feeling that
things are right" instead of the feeling of "needing to be right" directs
action.
Feelings of urgency or anxiousness about outcomes have no place
when you are in this state of mind.
Rather it is a sense of being in the
flow of the moment, being surprised
by the novelty of what comes forth,
or being awed by the beauty of the
result and grateful for it.
It also seems easy and effortless,
even though hours or even days may
pass before the obvious answer
emerges, sometimes completely unexpected. Did you know that Einstein's famous equation E= M C 2 came
to him while he was sweeping the
kitchen?
But don't think for even one moment that it takes genius to explore
inventively. All of us possess the human capability of having flashes of
insight that come from beyond what
we already assume we know. Young
14
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children do this all the time; we call
it play.
We all have the power to direct
our own lives and find our own answers for even the most urgent questions. This is simple logic. We direct
our lives by our own thoughts, for
we are aware that we are the
thinkers. As Descartes said, "I think,
therefore I am.'
So why is it we so often run with
the first answer that crosses our
path? Do we honestly think that
happiness lies in the pursuit? That
approach to thinking is like a hamster, infected by an idea virus, endlessly spinning the wheel in its cage
and generating lots of motion but
not going anywhere.
The art of looking within for the
answers you seek has the practical
benefit of raising your consciousness. From a higher state of consciousness, your perspective shifts to
reveal more simplicity and beauty.
What was puzzling becomes obvious. What was cloudy becomes clear.
What was trite becomes profound.
Truly, those who see the invisible do
the impossible.
Surely you have seen how people
who are wedded to their answers can
become very self - righteous and defend their view ever more loudly. It
can be amusing to observe their befuddlement when someone confronts them with the obvious.
They're suddenly like children who
are so convinced that they have lost
their toy that they continue to cry
even as their parents point to where
the toy lies across the room. We call
this losing perspective —it's self -evident that the child is thinking from a
lower state of mental quietude.
Well, we have all been there and
done that! Anyone can lose perspective, but the key to living or leading
others is knowing that it can be re-

gained. Seeking to find answers outside our own creative powers is a bit
like putting on someone else's shoes.
They just don't fit.
The uncertainty principle of
quantum mechanics suggests that we
can determine either a particle's position or its motion accurately, but
not both. The choice the observer
makes about what to look for influences the outcome. Isn't life a bit like
this as what we choose to think becomes real for us?
Choosing to rely on yesterday's
answers, last year's ideas, or the past
century's knowledge may seem like
the prudent course. Life, however, is
a game that is played in the moment.
What may have been the perfectly
right move yesterday may be the predictably wrong move today.
Of course the details of life lend
themselves to concrete answers. The
plane to Chicago is scheduled to
leave at 8:25 a.m. and to arrive at
11:45 a.m. That's useful to know.
But we are making up almost everything else using our own thinking to
create our own fresh ideas. These
become our life. They make our
dreams come true. And they bring
us joy, happiness, and contentment
every day.
So if someone asks, "Is that your
final answer ?" find peace in recognizing that it is the best you can do at
that moment. But find faith in knowing that you can continually create
the answers you seek from the wisdom that is there for us all and found
within our own consciousness. ■
Bob Gunn leads Gunn Partners, a 50person consulting firm that helps Fortune 500 companies improve the relevance, value, and productivity ofstaff
functions. You can call Bob at (617)
747 -5010 or e-mail him at
bgunn @gunnpartners. com.
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Taxes I

Anthony R Curatola, Editor

National Retail Sales Tax
DURING THE 1996 PRESIDENTIAL CAMPAIGN,
the flat -rate income tax was a broadly publicized topic
with widespread popularity. Alternatives to the Richard
Armey and Steve Forbes flat tax proposals that also received attention include the value -added tax (a tax
levied during production), a personal consumption tax
(a tax on personal spending), and a national retail sales
tax. Given the current environment and a forthcoming
presidential race, tax reform proposals probably will
continue to be studied and debated. This article explains

A Real Choice?
are states with the tax. States may or may not apply their
sales tax to food, medicine, clothes, automobiles, video
rentals, and dozens of other categories. A major question
is whether or not to tax services. Many people may be incensed at the thought of paying sales tax on apartment
rent, utilities, medical care, tuition, car repair, movie tickets, funeral services, haircuts, and taxi rides.
TAXRATE—Supporters of an NRST maintain that a rate of
about 18% would allow for the repeal of the federal in-

and evaluates one of those propos-

come tax. Using the most recent data

als: the national retail sales tax
(NRST).

available, the Office of Management

it doesn't
engender
th e sa me
hostile
feelings
as ctax .
In
. .

National Retail Sales Tax
Using an NRST as a replacement tax
system, income won't be taxed. Capital gains, dividends, interest, rent, and
wages will all be received without fed-

eral income tax consequences. Tax
will only be incurred when an individual purchases a product or taxable
service; hence, an NRST is classified
as a consumption tax. An individual
who saves rather than spends pays
less tax. One of the main advantages
of an NRST is that people are familiar with this type of
tax, and it doesn't engender the same hostile feelings as an
income tax.

and Budget says that in fiscal year
1997 the federal government collected
revenues of $1,579 billion. Using the
1997 fourth quarter estimate of Per-

sonal Consumption Expenditures
($5,593 billion), the tax rate on those
expenditures would have to be 28.2%
($1,579/$5,593) to provide the same
amount of revenue. The 28.2% rate is
close to the rate presented by a Joint
Economic Committee (JEC) document that reviews the consequences of
replacing all federal taxes with an
NRST. The JEC document explains

that the Department of Commerce Personal Consumption
Expenditures amount imputes a rental value for living in
your own home. Deducting that value from the tax base
raises the required tax rate to 32 %. Since individual and

TAX BASE —As with any tax, legislators must decide on a
tax base and one or more tax rates. The tax base for the
NRST is one of the first hurdles. Most states have a retail
sales tax, but there are almost as many versions as there
i6
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corporate income taxes only account for approximately
53% of federal budget receipts, perhaps a rate of 18% is

feasible if payroll taxes, estate and gift taxes, all other government excise taxes, and borrowing remain the same.
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SAVINGS — Savings rates are important because domestic savings and
foreign investment capital provide
the funds that businesses use for
capital expansion. Personal savings
as a percentage of Gross Domestic
Product have declined from an average 5.8% in the 1970s to 5.0% in
the 1980s to 2.7% for the 1990s to
date. The lowest point for the
decade was a -0.5% for the first
quarter of 1999.
A consumption tax only taxes
money spent for goods and services.
Income that is saved isn't taxed and
neither is the return on that savings,
which greatly increases the return on
investment.
Will a consumption tax, such as
the NRST, encourage savings? Economists don't agree on that answer.
The increased rate of return may encourage individuals to save more. Yet
there's a possibility that savers are
"target" savers, that is, saving a specific amount for retirement, college
tuition, or a new car. If individuals
are mainly target savers, then the
higher return will reduce the
amount of income that must be
saved to reach their target.
REGRESSIVITY—Consumption taxes
are most often viewed as placing an
unfair burden on low- income
households because those households must consume a greater percentage of their incomes than high income households.
There are three general methods
of reducing the regressivity of a consumption tax. First, the system can
provide tax exemptions or low tax
rates for low- income households.
This is similar to allowing businesses
or not - for -profit entities to purchase
goods without paying sales tax.
Second, the system can provide
tax exemptions or reductions for
18
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products deemed necessities (for example, food and medicine). Unfortunately, research has shown that
even exempting food and medicine
does little to alleviate regressivity, especially when a higher tax rate is
used to make up for lost revenue.
Third, the system can increase the
availability of transfer payments
from the government to low- income
households. These payments can
take the form of payroll tax credits
(assuming those taxes are still in
place), monthly or quarterly refundable credits, additional food stamps,
or an increased amount in assistance
programs now provided by the
government.
COMPLIANCE—The retail tax evader
has a greater incentive under an
NRST system than an income tax
system to underreport gross sales.
Since an NRST is based on gross
sales, not income, the successful
evader has a much greater reward.
State compliance problem areas include repair services, trade contractors, and personal service providers.
Another compliance problem will be
detecting an individual who attempts
to register as a business to receive
personal goods in the guise of business inputs.
Business inputs must be purchased tax -free to avoid economic
distortions. If tax is collected on
business inputs, the purchase price
of the end product includes all the
prior taxes, which are then taxed
again at the final sale. This problem
is known as tax "cascading." Cascading results in artificially higher
prices for goods that use more inputs. Cascading also encourages
vertical integration of companies to
avoid input taxes, which gives larger companies an economic advantage over small companies.

TRANSITION—The last problem area
is the transition from an income tax
to an NRST. A major issue is what to
do about after -tax dollars that have
been saved. If there's no special provision for after -tax savings, those savings will be taxed again when they're
spent. The senior population will be
the most affected; they have the most
savings, and seniors consume a large
percentage of their income.
Companies with net operating loss
(NOL) carryforwards and other offsets will also need a transition period
to take advantage of those earned tax
breaks. But because there will be no
business income tax or tax on business purchases, some special accommodation will be needed.
Finally, there's the effect on state
income tax systems. Many states rely
heavily on federal tax rules, definitions, and forms. States will need to
decide if it's more cost effective to
expand their state system and continue to collect income taxes or
abandon the state income tax and
increase the sales tax rate. ■
Anthony P. Curatola is Joseph P. Ford
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at the School of Accountancy, Auburn
University, Auburn, Ala. He can be
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Leonard G. Weld, Ph.D., is the E.H.
Sherman Professor of Accounting and
chair of the Department of Accounting and Finance at Sorrell College of
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[NEWS]

Preparing Your Business for Secure
e- Commerce I Kathy Williams, Editor

UNREALIZEDLOSSES:
HOWREALARETHEY?

SECURITY IS STILL ONE OF THE MAIN ISSUES PEOPLE BRING UP WHEN THEY

You have $2,000 in your newly

talk about doing transactions over the Internet. Companies want to make sure they protect their data, maintain confidentiality of all parties, confirm identities of all transaction
participants, control any system changes, detect unauthorized intrusions, and handle
denial of service attacks.
Here are some of the major risks of doing business via the Net, according to a new study
by Deloitte & Touche LLP and the Information Systems Audit and Control Foundation
( ISACF):
Interception. Because information is usually transferred in unencrypted plain text, it can
be viewed and modified at any point between the customer
and vendor or client and server.
r
Redirection. People can impersonate a Web service or
represent a website or organization falsely. This is called
"spoofing."
Identification. It's still easy for people to assume a different or fraudulent identity when using the Internet. Because
there isn't a globally accepted standard to establish identity,
e- commerce sites have to implement unique solutions.
Exploitable Program Errors. All systems have bugs.
Weak Client Security. Sometimes an e- commerce provider can manage its own internal risks, but it can't do the same for customers, especially if they don't perform updates.

opened IRA account.You invest $1,000 in Stock A and
$1,000 in Stock B. Disregarding commissions, your account
is worth $2,000. You are a
long -term investor; you plan to
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rities.You don't check the
prices of your stock daily,
much less hourly.
Six months later you receive
a statement from your IRA
trustee that shows the total
market value of the portfolio is
$ 1,9 00. Stock went up in
value by $200 to a total value
of $1,200, while Stock Bwent
down in value by $300 to a
total value of $700.
Because this is an IRA
account, neither capital gains
nor ordinaryincome taxes play
a factor in your analysis.
The question is, "Do you
have a loss in your account ?"
Even if you haven't sold the
stocks and indeed have no
plans to sell them in the foreseeable future, is the unrealized loss a 'real' loss?
Please e-mail your point of
viewto:alfredking@erols.com.
We will summarizethe answers
and present them in a future
issue of Strategic
Finance.

One way to solve these problems is to establish a set of best practices. To help, DeIoitte
& Touche and ISACF have published E- Commerce Security— Enterprise Best Practices,
which encompasses B2B and B2C models. You can contact Deborah Vohasek at
pr @isaca.org for further information.
Here are some of the best practices your company should consider:
Establish a process whereby participants in an e- commerce transaction can be identified
uniquely and positively. Put procedures in place to control changes to an e- commerce presence. Maintain logs of e- commerce use, and have responsible personnel monitor them. Put
features in your e- commerce applications to reconstruct the activity performed by the application in case information is lost. Make sure you have a way to ensure confidentiality of the
data communicated between customers and vendors. Put features into your system architecture to prevent components from failing and to repair themselves if they should fail.
These may sound logical and oversimplified, but they are necessary for the protection
of you and your customers. ■

hold on to these specific secu-
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WHEN TIMES

ARE TOUGHEST

AND ETHICAL

RISKS

ARE GREATEST, ETHICS PROGRAMS

_

[ETHICS]

INPUT

New Survey Shows Greater Concern for
Ethical Behavior Curtis C. Verschoor, CMA, Editor
A RECENT RANDOM SURVEY OF WORKERS AT ALL LEVELS ACROSS THE UNITED

States by the Ethics Research Center (ERC) in Washington, D.C., shows that ethical
concerns are higher than they were in 1994, the date of the ERC's previous study. The
situation is equally true in business, government, and not - for - profit organizations. An
increased number of organizations have organized ethics programs, and, as a result,
more have formal statements of ethics standards and ethics training programs. Half of
the current respondents said they work in an organization that has an ethics office or
telephone advice hotline.
The ERC study found that employees have high ethical expectations for the work place. A full 90% of respondents said they expect their organizations to do "what is
right, not just what is profitable:' A majority were positive about the ethical culture of
their organizations.
The study also reports that employee perceptions and key ethics outcomes are more
positive when:
1. Organizations have ethics programs in place;
2. Employees see ethical values like honesty, respect, and trust applied frequently at
work; and
3. Organizational leaders and supervisors are seen as modeling ethical behavior.
Senior executives should be aware of the importance employees attach to the ethical
climate of their organization. Employees said that their organization's concern for
ethics is an important reason they continue to work there. Thus, because of today's
tight labor markets, organizations can exploit the strategic advantage of adherence to
high moral values.
The study produced several other interesting findings:
Periods of transition within organizations— restructurings, mergers, and acquisitions— increase the favorable ethical outcomes of organized ethics programs. In other
words, when times are toughest and ethical risks are greatest, ethics programs may
matter most to both employers and employees.
Modeling of ethical behavior by organizational leaders, supervisors, and coworkers increases favorable ethical outcomes. These include greater employee overall satisfaction with their organization, reduced turnover, and fewer employee feelings of pressure to commit misconduct. .
But ethical misconduct and abuse still occur in the workplace. Within the last
year, one in three American workers observed behaviors that violated either the law or
their organization's ethics standards. One in eight felt pressure to compromise their
organization's ethics standards. Two- thirds of employees who felt this pressure attributed it to internal sources —top management, supervisors, and coworkers.
The five types of misconduct observed most frequently are lying, withholding
needed information, abusive or intimidating behavior toward other employees, misrec o n t i n u e d on page 24
porting actual time or hours worked, and discrimination.

r one year as a result
an ethics investigation. The member was
in violation of the
andards of Ethical
onduct for Practitiones of Management
ccounting and Finan cial Management.
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June 24, 2000, the
Board of Directors
voted to suspend the
m embership of William
i f Wills, CMA, #115744,
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DOWDOESN'TDELIVER
DowChemical'sanexampleofthinkingstrategically?[BestPractices,
August2000]Surelyyoujest.Inthe
pastbeyears,theyhavestrategical
hthoughttheirwaytoatotalreturn
toshareholdersof53%,whilethe
Valuelinearithmeticindex(afarhettermeasureofPsvionnsncethancapitaRzation-orprice-weightedindices)
hadatotalreturnof104%.Plus,Dow
hasalotofdebt,highoperating
leverage,andmanypotentialeuvironmentalliabilities,meaningthatanyonewhoinvestedinDowduringthis
periodgotavastlyinferiorreturn
whilesimultaneouslyassumingan
elevated kid ofrisk.
However,IwillagreethatDowhas
doneafinejobofachieving"zero
economicprofit"since1995,theyear
theymadethiscommitment[The]
53%overfiveyearsdecomposesto
8.88%(rounded),whichislessthan
mostfume'costofcapital.
Andrew M. Atkinson, CPA, :,
CMA,CFM

2000

str e et w ise

MAY MATTER MOST TO EMPLOYERS AND EMPLOYEES.
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New Accounting Model
Demanded I Stephen Barlas, Editor
LEADERS OF THE ACCOUNTING

tee that companies

model based on

community told a Senate Banking

have valuable assets in

the wider -gauge

subcommittee in July that the U.S.

three intangible cate-

notion of "busi-

needs a new accounting model for

gories: customers,

ness reporting." He

the New Economy. The underlying

employees and suppliers .

d, "It is hard to

criticism was that current SEC

and organization. "We neea a

requirements fail to encourage,

different measurement and report-

done six years ago and so little has

much less require, companies to

ing system to reflect these new reali-

been done in response." Peter Walli-

Deneve that the report was

report the value of key intangible

ties," Samek said. Robert Elliott,

son, a resident fellow at the Ameri-

assets on their balance sheets. The

chairman of the American Institute

can Enterprise Institute, a Washing-

SEC reporting system, developed

of CPAs ( AICPA), agreed. He noted

ton think tank, suggested two direc-

before the birth of the computer,

that the AICPA Special Committee

tions for action. Congress could pass

only requires that financial and

on Financial Reporting, also known

a law similar to the Private Securi-

physical assets be recognized. But

as the Jenkins Committee, published

ties Litigation Reform Act, which set

Steve Samek, a partner at Arthur

a report six years ago that recom-

up a safe harbor for forward -look-

Andersen LLP, told the subcommit-

mended a new corporate accounting

ing infor-

continued on next page

Financial Analysis: A Controller's Guide
0 STEVEN BRAGG'S BOOK, PUBLISHED
by John Wiley & Sons, is a high -level view of

gets pa rti cul arl y u seful.
The second section addresses capacity uti-

a controller's financial responsibility and the

lization, management performance evalua-

analysis that fulfills his or her duty.

tion, process cycles, and analyzing depart-

In each of the book's three sections— finan-

ment performance within the organization.

cial analysis, operational analysis, and other

Bragg discusses many standard performance

topics —Bragg outlines the areas for perfor-

ratios including those related to profitability

mance analysis, notes the issues to consider,

and working capital analysis. For companies

and gives practical examples of what to look

that have not developed integrated perfor-

at for each of the issues. Financial Analysis also can

mance metrics, Bragg offers several key measures that

be used as a checklist to make sure all major areas of

can be used to monitor performance against strategic

analysi s have been a dequate ly addr essed.

plans and short-term progress toward long -term goals.

U

U

0

Section three looks at other analysis topics includ-

0

in g op ti on s , ca sh flow a na lysi s , acqu is it i on a na ly-

ing the use of spreadsheets to perform financial anal-

x
a

si s, b re ak even a n al ys is , bu si ne ss cycl e fore ca st -

ysis, cost of capital, risk analysis, and financial analy-

2

in g, a nd in cre a si n g s ha r e hol de r va lu e . Con t rol le r s

sis reports. The promotion of spreadsheet software is

ma y fi nd t he se ct ion on e va lu a ti n g a cqu i si t i on ta r -

one of the shortcomings of

0
z

The fir st section covers capital invest ing, financ-

continued on next page
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[ E T H I C S ] cont'd from p. 22

[ G O V ' T ] cont'd from p. 13

[ B O O K S ] cont'd from p. 13

• More than half the respondents
indicated they would report misconduct. On the other hand, a third said
they would not inform anyone because they feared being viewed as a
troublemaker by management or as
a snitch by coworkers. This lack of
trust leading to fear of retaliation is
a key indicator of an unethical corporate culture.
• A perception gap exists
between the views of higher -level
employees and other workers. Senior
and mid -level managers frequently
have more positive opinions of the
ethical climate of their organizations
than lower -level workers. As for
many measures of performance,
high expectations may lift senior
management perceptions above
reality.
To summarize, the survey shows
that employees at all levels value
ethics. Also, an organized ethics program, including a formal statement
of values and ethics policies,
employee training at all levels, and a
telephone hotline for guidance, is a
valuable resource. But organizations
still need to improve ethical performance as unethical behavior takes
place in the workplace and goes
unreported.
If your organization doesn't have
an ethics code, the "IMA Standards
of Ethical Conduct" can function as
an effective substitute, at least in the
short run. Ethics counselors are
available to provide guidance to
members at (800) 6ETHICS (6384427). Press "6." ■

mation. Such a safe harbor could be
constructed for the reporting of
information on intangible assets.
"That would be difficult as a political and legal matter, however," Wallison added. The other alternative
would be for the SEC to spearhead
the voluntary development by
industry of commonly understood
indicators for intangible assets,
which would give companies "cover"
to report those assets on their balance sheets. Look for Sen. Rod
Grams (R.- Minn.), chairman of the
securities subcommittee, to develop
a proposal on this front.

His e-mail address is cverscho@

At the Senate securities subcommittee hearings in July, Arthur
Andersen's Samek took a number
of shots at the SEC's proposed rule
that would prohibit accounting
firms from offering nonaccounting
services to companies if certain
"conflict of interest" tripwires were
brushed. Samek argued that
accounting firms needed to have
consulting subsidiaries with the
expertise to evaluate New Economy
intangible assets. All Big 5 accounting firms are making the same
argument in the wake of public
hearings the SEC held on July 27.
They also are arguing that should
the SEC proposal become law, companies may have to ax current auditors and that audits in general will
become more expensive. Meanwhile, 21 Republican House members have sent a letter to SEC
Chairman Arthur Levitt, Jr., accusing him of trying to finalize this
proposal prior to the November
election so that if George W. Bush
is elected, new auditor independence standards will be difficult to

the book. While software can be
an incredibly powerful and useful
tool that can assist analysts in providing the controller with the
reports necessary to make an
informed decision, it's more likely
that the controller will perform the
analysis by directing a team of
analysts.
More useful is Bragg's focus on
the importance of cash flow analysis and how developing a "Sources
and Uses of Funds Report" can be a
helpful tool. He also explains how
using a weighted average cost of
capital and net present value aids
the controller in determining which
projects are likely to add value
and which will likely destroy it.
One problem with the book is
Bragg's suggestion that finance
play only a supporting role in performing acquisition analysis. In
many cases, finance department
staff should be more proactive in
all the day - today operations and
should work together with the various functional areas to help them
focus on activities relating to the
company's key value drivers that
they have control over or influence. This partnership can create
value and eliminate waste and
nonvalue -added activities within
the organization.
Financial Analysis is a practitioner's text. It's lucid, practical,
fairly thorough, and packed with
examples. Although the focus of
the book seems to be the financial
concerns of manufacturers, with a
little effort it can be applied to service firms. Like my favorite
finance books, Financial Analysis:
A Controller's Guide has a welcome place on my shelf. It will
regularly he open on my desk. ■

condor.depaul.edu

reverse. ■

Steven Behrendt, C M A , C F M

Curtis C. Uerschoor, CMA, CPA, CIA,
CFE, Ed.D., is the Ledger & Quill
Research Professor, School of Accountancy, DePaul University, Chicago.
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IntroducesCollaborativeAnalyticalProcessing
Corporate finance transitioning from traditional business to e- Business competitiveness
Thee-BusinessTransition

sists of 3 services: Quantitative Services,

To succeed in e- Business most enterprises

which include analytical definitions,

maintaining analysis application.

will have to become more adept at con-

models, and methods for analyzing the

Taking a Closer look

tinually analyzing the business and sys-

business; Content Services, which include

Let's take a look at an example of how

tematically sharing the results throughout

indexed and searchable, document -based

MIS's CAP solution benefits the phar-

the enterprise. The appropriate analytical

or Web- centric "unstructured" data (for

maceutical sector. When a pharmaceuti-

environment will support financial executives, specialists, and business users with

giving context to data), and describe the
relationship between data and text; and

cal sales representative creates a forecast, this information needs to be

analyses that are as close as possible to

Process Services, which include the work-

shared with others in the organization —that is, with the district sales

real time and that examine numerous

flow and data logistics (e.g., cleaning data

facets of the business for budgeting, plan-

and distributing reports and the support-

manager, regional sales manager, and

ning, reporting, and forecasting.

ing processes).

vice president of sales —to ensure accu-

Additionally, each user should be present-

Bob Moran, Research Vice President

rate forecasting. However, in this indus-

ed with a role -based interface and supply

for Decision Support Research, states

try, the latest FDA approval information

a bridge to textual information that gives

that, "with its new Collaborative

must be immediately accessible as it

context and annotation to the analysis.

Analytical Processing model and its tech-

impacts the forecast —even though a

nologies, MIS AG has delivered a soft-

sales representative might forecast the

Collaborative Analytical
Processing

ware mechanism that enables the entire

sale of a certain pharmaceutical, if

enterprise to analyze and act in concert,

there's been a change on the FDA level

Several suppliers of business intelligence

paving the way for a transition from the

this order will not be able to ship. With

(BI) portals support the confluence of

traditional business to e- business

CAP, everyone in the forecasting "sup-

structured and unstructured informa-

competitiveness!

ply chain" has access to the data that

tion, of analysis and annotation. BI

enables them to create accurate forecasts in a collaborative manner.

build and maintain, and they lack the

Replacing MonolithicMethods
withUser-FriendlyApplications

ability to set context and deliver the

Within e- Businesses, change is not only

Managing theTransition

multidirectional functions that can top-

exceptionally rapid, but it also tends to

ple the organizational stovepipes of tra-

appear simultaneously in many differ-

For an enterprise to become a multidimensional e- Business, its managers and

ditional business.

ent places throughout the enterprise.

workers must think and work differently

portals are exceptionally difficult to

MIS AG, the creator of MIS

As a result, organizations must create

than they do today. Data analysis was

new systems quickly and "revisit"

always mandatory, but now the entire

cessing (OLAP) software as well as other

numerous applications frequently. An

organization must do it with a sharper

technologies, has stepped up to these

organization also may face too much

focus. MIS's CAP meets these needs and

multidimensional challenges with a new,

work if it relies on the time- and labor -

can speed up the e- Business transition

innovative concept: Collaborative

intensive methods (e.g., data warehous-

without requiring a radical one -time

Analytical Processing (CAP). CAP con-

ing) typically involved in building and

transformation. ■

DecisionWare, an online analytical pro-
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INTEGRATING
E- COMMERCE

1111*

INTO YOUR
BUSINESS
BY

MARLENE

,�q w

PITURRO

HAVEN'T WE HEARD ENOUGH about the "New Economy "? Even if we think we have, it isn't going
away, so we might as well face its challenges head on.
The so- called "New Economy" isn't really so different from the old one, as stock market gyrations
this year have proven. Business basics remain the same under the new rules as they were under the old,
except that there's much more to absorb because of e- commerce's impact on many business processes.
26
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The New Economy in general and e- commerce in particular put substantial demands on CFOs, controllers, and
other high -level managers. Often they're called on to
spearhead the integration of e- commerce into the business, either working closely with the IT team or being
responsible for it as well as financial functions.
Dealing with dot -coms and other e- commerce vendors
driving the New Economy is complicated. As buyers, CFOs
are overwhelmed with vendor claims that they have "the
world's first Web - based" this or that, or they're exhorted to
buy "a state -of -the -art ASP [application service provider]
or Web -based application." It's no wonder that cynicism
and fatigue have set in, not to mention fear of what bumps

will be encountered during implementation.
Fortunately, some CFOs and other decision makers
have made successful forays into sophisticated a -commerce implementations and lived to tell about it. Here are
some of their experiences and advice.

BRICKSANDCLICKS?
When Phil Underwood, vice president of administration
and field operations for Wyse Technology (San Jose, Calif.),
explored the New Economy, he wanted to increase revenues for the firm, a B2B distributor of machine parts to
customers in the U.S., Germany, the U.K., and France. "We
needed to do a lot of things better," Underwood says. That

hinking about an IT implementation often calls to mind megabuck spending and rafts of IT consultants
poking their noses into multiple business processes at a Fortune 500 company. Yet an ASP or Web -based
installation can work well on a smaller scale, too.
Take the case of Arlington Heights, III. -based Tech Image Ltd., a high -tech PR firm with 15 staffers, many with virtual offices. CEO Mike Nikolich felt that the firm needed to do a better job integrating time management and invoicing functions. "For the small business there wasn't a lot of software to choose from. The things I saw were very
clunky," he notes.
While talking to a competitor, his rival let slip he was using an ASP application, Upright Software, from a local
firm. Because the ASP application was still fairly new Nikolich was able to
negotiate some modifications and now is able to track projects at a
glance and review time and billings to see how profitable
each staff person and account is. The implementation
took four days; ongoing costs are $30 per employee per
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month.
Because the project management went smoothly Nikolich
felt confident tackling another project— database management.
He researched database programs on the Web and joined discussion groups with other high -tech PR firms until he found a

'

program that met the firm's needs. "That was a serious initiative. Figure it requires one person putting in 10 hours of re-
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search a week for about six months." As for some tips on approaching an ASP or Web - native installation, Nikolich says:
♦ Don't rush things. If you speed up you can make
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mistakes.
• Don't set a trap for yourself with impossible deadlines.
• You often need both skill and luck to find the right
solution.
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included 24/7 access for customers on the status of their
orders, the ability to give online quotes, and order tracking.
Most important, the new system had to put an end to data
entry clerks taking faxed orders and reentering the data
manually, a process prone to errors. The new application
would have to fit with Wyse's Oracle back -end, too.
Vendors swamped Underwood, each claiming its system was the latest, greatest, and best. "If I had a buck for
every company that approached me, I'd be rich," he muses. "But I was scared. I had heard about companies
spending millions on CRM [customer relationship management] software that didn't solve their problems no
matter what they did," he adds.
Underwood chose Asera's eService suite to improve
order entry and fulfillment. The vendor impressed him
with its quick and economical (less than $500,000) proposal to an RFP, guaranteeing that Wyse would be up and
running within 90 days or it wouldn't have to pay.
Then the hard work began. Underwood coordinated
Wyse's cross - functional team with Asera's, noting: "Our
teams working together really fit in a warm and fuzzy sort
of way." Wyse's team included two each of technical,
financial, and marketing people plus an administrator and
a business planner. EDS, to which Wyse outsourced much
of its IT, vetted the technical part of the implementation.
A major time and money saver was that Underwood
limited "techie to techie" meetings to one - and -a -half
hours rather than the five -day marathons vendors often
suggest. What pleased him about blending new and old
was that he didn't have to change either the way his firm
did business or pay for expensive IT customization.
Other examples of blending new and old abound. Gregory Corgan, CEO of One Chem Ltd., an online marketplace for the chemical industry based in Ridgefield,
Conn., brokers the supply chain by connecting buyers
and vendors online. Although OneChem's a virtual firm,
he considers it an ASP [see "What's the Difference ..." on
p. 30] rather than a dot -com because, "We're a vertical
provider that is delivering over the Web connecting on
the back end of an ERP." But as a new entrant to the wellestablished $1 trillion a year chemical industry trying to
reengineer the supply chain, "We have the pace and mentality of a dot -com."
An IBM veteran of global enterprise resource planning
implementations, Corgan was well equipped to approach
software procurement for what he describes as "a fragmented world with companies out there as diverse as fertilizers are from petrochemicals or plastics." He needed
the functionality of contract management, since 90% of
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W hen contemplating a move to e- commerce:

♦ Take the process in digestible bites.
♦ Be c omf ortable with your internal management/
IT team.
♦ Be comfortable with your software partner(s ).
♦ Have problem - solving mechanisms in place for
speed bumps.
♦ Make sure that bus ines s people and tec hnical
people move forward in tandem.

transactions are for contracts, with provisions for the
10% that compose a spot market. "We have to track
trades and swaps by building generic applications that we
can then customize," Corgan says.
By using an ASP model OneChem provides a structure
for transactions without changing the dynamics of the
marketplace. The ASP allows vendors and their customers
to participate in e- commerce in a safe, easy, and reliable
way without a heavy IT investment.
Since the ASP model is relatively new to many of
OneChem's customers, Corgan faces plenty of questions.
Where is the ASP located? What does signing up with it
mean to where you're heading? Is the technology standard? Who funds it? Who administers and supports it?
"Even though they know that they need to do something
with e- commerce, they're still very cautious about making any move," he adds.
With extensive ERP experience, Corgan manages several key technical partnerships and a cross - functional team
S e p t e m b e r 2 0 0 0 1 STRATEGIC FINANCE
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hile the ASP and Web -based programs may seem similar
because you don't have to own the hardware/ software
infrastructure to support your business processes, there are
important differences between the two.
An ASP is usually a vendor that owns and maintains the hardware,
software, telecommunications, and other technologies to support popular
business applications such as ERP (enterprise resource planning). Because few vendors can support all aspects of the IT infrastructure, they
often partner with other vendors to provide a service to you, their customer. For example, a hardware vendor may partner with a financial accounting software vendor to provide a package or suite of applications that you pay for on a monthly contractual
basis. They may bring in other vendors to handle the telecommunications, ISP, and customer service piece, but
you'd deal primarily with the identified ASP.
Web - native e- commerce applications, on the other hand, require a much smaller investment of resources. Generally the vendor offers end users a quick way to launch an e- commerce application, usually through a website with
other support services such as order entry available. The vendor owns the hardware, software, and usually the relational databases that make everything work together. The cost of entry to such a platform would be lower than an
ASP, but there would probably be a lesser degree of customization.

Only one stock plan management program
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of 25 business and financial analysts, software coders,
implementers, and developers. He also handles the security and firewall protections needed for an online B2B
application to be accepted by major clients.
As for the reaction of CFOs to OneChem and its ASP
fee structure, Corgan says that, ultimately, most feel comfortable with it because: "It allows them to get a toe in the
water. They like it that they're not buying the hardware
and software infrastructure or the costly IT personnel:'
Corgan used McKinsey consultants to build a calculator
tool for CFOs, showing them the return on investment
(ROI) for OneChem's business model. The system integrates Web -based applications into the back end of the
client's ERP and supply chain management programs.
"Most CFOs seem to be followers, not leaders, when it
comes to the Internet. We try to build their comfort level
with our model," Corgan concludes.

and integrate the IT functions of three subsidiaries that it
had acquired in the last several years. "By streamlining
purchasing [and] finance operations and integrating the
three subsidiaries we felt that would put us in a good
position to grow," he says.
The new system, which had to have Web- native components to connect Greenpoint's 4,500 employees scattered throughout the country, would replace disparate
G/L and financial systems and provide corporate -wide
data to everyone with authorized access. Working with
Oracle, Spitzer and an external /internal team oversaw the
implementation of Oracle Financials, Internet procurement, and self - service expense reporting and purchasing
for several thousand employees. Over time, Spitzer
expects that the e- commerce installation will result in
greater financial control, streamlined reporting, reduced
paperwork, and a significant return on investment.

BIGCHANGE

NICHEMARKETS

While no Internet migration is minor, when a large
financial institution takes the plunge that's notable.
Mitchell Spitzer, Greenpoint Financial Corporation's vice
president and assistant comptroller, needed to improve
the firm's back -office operations, reduce purchasing costs,

When you're in a niche market that requires customized
software, choosing the right e- commerce solution is
somewhat different than picking from a staggering array
of vendors. For Bob Edmonton, operations manager for
the Boston Globe,shrinking circulation made efficiencies

comes together
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in A/R for classified ads necessary. Experienced in the IT
side of the business, Edmonton dealt extensively with the
CFO, other financial managers, and sales managers to
find software products to automate and enhance many
business processes. As do many other firms living with
older legacy systems, reporting, database management
functions, and interface with online functions were cumbersome and outdated. But he wasn't ready to throw out
the baby with the bathwater.
Edmonton's task was to "retire" some ancient applications, get more out of the legacy system, and add cost effective e- commerce components that would put online
most functions associated with classified ads. Commenting on this task, he says: "E- commerce is different from
other applications. It's much more difficult because it's a
new ballgame with unfamiliar applications."
Edmonton chose Edgil Software with applications that
added a second database to support the electronic pub-

lishing group, automated payment of online classified ads,
allowed for dialogue between advertisers and subscribers,
and streamlined report functions. Edmonton notes that
the implementation required tight management of diverse
workgroups and updating of his own skills.
One of the biggest problems was the sheer number of
people involved. "E- commerce enlarges the number of
people you have to deal with. It seems like a black hole to
have to get unfamiliar groups of people working together."
Edmonton found that an established company, even a
prestigious one, has trouble retaining IT people with
e- commerce expertise. "This was a major problem. We'd
have someone in place and were catching up with the
implementation, and the person quits. They jump to dot coms, even though many are now realizing that there's
not a pot of gold behind every dot -com.'

AVENDOR'SPERSPECTIVE
Just as traditional firms have to embrace e- commerce, IT
vendors have to be competent dealing with both dot coms and traditional companies. That can be stressful.
David Landheimer, general manager of Best Software
(Herndon,Va.), a vendor of Web- native HR systems,
explains: "Dot -coms believe they are different from everyone else, but they're not:'
What may set New apart from Old Economy firms is

ou can boost the effectiveness of your 13213
Web - native or ASP implementation by involving your key customers.
Ask your four or five key customers for feedback
about what enhancements to customer service
they want.
• Invite them for a day during the rollout to "kick
the tires" of the New Economy product.
• Pay for airfare and accommodations if necessary.
• Let them work with the implementation team and
incorporate valid, cost - effective suggestions.
32
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growth. Traditional firms venture into e- commerce to
maintain market share. Dot -coms acquire e- commerce
tools in anticipation of growth and revenues. They can't
afford to lose time or spend a lot of money on IT, but
they want all the bells and whistles.
Where New and Old Economies converge is their
chance to reduce total cost of ownership via ASPS and
Web -based software. Every firm has to deal with its limits
on IT and financial resources, seeking new service delivery models such as ASPS and Web- hosted applications
that reduce IT overhead and application costs while supporting business processes. The trick involves sorting
through vendors who present innovative uses of a -commerce that fit well within their targeted industries and
who do a decent job with both traditional firms and dot coms. The CFO has to help lead the company into the
New Economy, adding IT that delivers a high degree of
functionality with some flexibility at a fair price. ■
Marlene Piturro, a journalist and managerial consultant
based in Hastings -on- Hudson, N.Y., has a Ph.D. in psychology and an MBA in organizational development /finance.
You can reach her at mpiturro@aol.com.
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Ifyou'reconsideringanapplicationservice

j

provider,takealookatthisinformation
beforemakingyourdecision.
BY H . LAMAR CURT IS , I I I , AND
RICHARD J. ALPHO NSO, C P A

F O R M A N Y BUSINESSES, large and small,

a compelling new technology concept for managing
computer operations has engaged their attention:
application service providers or ASPS. By remotely
hosting myriad software applications and delivering
them over the Internet to their clients' desktops, ASPs
Cr
Z
Q
m

can dramatically change how companies conduct their

Z
2

business both internally and externally.
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Many financial services companies are already on the
bandwagon. And why not, considering ASPS' many
advantages, including reduction of software costs and
administration overhead, automated software upgrades,
scalability as the business grows, strengthening a focus on
core financial competencies rather than IT requirements,
global access to information, expanding value -added
services, and enhancing overall client services.
But outsourcing an internal information technology
infrastructure isn't as simple as just plugging into an ASP,
ordering programs used every day, and then suddenly
experiencing a near ideal combination of outsourced

place to conduct business to the IT department that feels
threatened by the outsourcing of its services. Yet in order
to be viable and competitive, financial services firms must
continually explore new options or their competitive edge
dulls. New methods allow a company to scale upward to
more business through increased efficiencies and to offer
new or expanded value -added services.
Another related fear is outsourcing vital services,with
the view that if it isn't built here, controlled here, and
implemented here, it doesn't have the same value. Or
there's the fear that a company will lose control over vital
information or processes once its computer services and

FortheASP,it'simportantthatittakea
distributedapproachtoitstechnology
infrastructure—makesureitsfacilitiesare
geographicallydispersed—inadditionto
havingbuilt-inredundancyincaseofa
systembreakdown.
computer services, software on demand, information on
demand, and 24 -hour support.
There are many issues that should be considered and
questions asked when a company evaluates ASP services.
Issues can range from internal obstacles, risks, and reliability to security of information and capital costs. Do the
advantages outweigh any disadvantages? Does the ASP
model really work? Are they, in the end, merely a mirage
or a genuine oasis? As CFOs, controllers, and other financial professionals, you'll have to deal with these and other
issues if you're thinking about using ASP services.

LOOKINGATTHEDOWNSIDE
The fear factor. Although ASPs are becoming a force

in today's technology- driven marketplace, not everyone is
quick to embrace them, even if it can increase their business productivity and /or profitability. One of the key
issues toward gaining greater acceptance of ASPs is overcoming the fear factor, which encompasses multiple considerations.
One is the fear of change —a fear of new technology,
new methods, and new services. This can be an obstacle at
different levels of an organization —at the top on the part
of those who have been slow to adopt the Internet as a
36
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data storage requirements are managed by a third party.
While these fears are all very real and often based on personal experience, they usually can be addressed and overcome through careful planning and preparation.
The reliability factor. Reliability is also a key concern,
particularly with regard to system reliability. If a company
intends to hand off responsibility for its critical computer
services, how does it protect itself from network breakdowns that may result from poor engineering or support
by the ASP, bad weather, or even natural disasters such as
earthquakes or hurricanes? It must be confident that the
network and software it depends on to conduct its business are reliable 24/7.
For the ASP, it's important that it take a distributed
approach to its technology infrastructure —make sure its
facilities are geographically dispersed —in addition to
having built -in redundancy in case of a system breakdown. Because a distributed and redundant system also
improves the overall performance of the entire network,
this approach provides an added performance benefit for
the individual ASP customer.
On the client side, the key reliability issue is telephone
service. In a metropolitan area, this is usually a nonissue.
But for a company or its clients located in a smaller town

or a rural area, consistent phone service is often a concern. There are solutions, but they can be costly. One is to
run a second phone line through a different carrier,
another is to use cable service, and a third is to use some
kind of wireless service if it's available.
Security of confidential information and proprietary
practices. The financial services field, founded on the

cornerstone of protecting confidential /proprietary information, is probably more hypersensitive about leaks and
the loss of confidential information than most other professions. When financial data and applications are routinely stored on computers located in remote facilities, as
they are with ASPS, protecting client information and the
proprietary processes a firm uses to conduct its business
must be a top priority. How vulnerable is the firm to data
break -ins? How private is private? Even though the security of online systems is robust, no computer system is
100% hacker -proof just as no bank vault or military
installation is safe from determined invaders.
So how are data and proprietary practices protected?
ASPS should have well - developed security provisions and
guarantees outlined in a service -level agreement (SLA).
Typically, they'll implement multiple levels of protection,
from controlling access to their network via firewalls to
restricting access to their physical equipment and establishing strict electronic rules that automatically control
access to client data, reports, and proprietary programs.
Because an ASP stores all the information for its
customers on its central servers, it must create a structure that accommodates different data access requirements for its own employees, its customers, and its
customers' clients. A secure system should automatically regulate access to files and applications based on
the makeup of the user and perhaps even its physical
location. The system should be designed around a
series of rules and conditions that control and restrict
access for everyone with a connection to the system

and the information stored within it.
A secure system might also include tracking capabilities to show a record of who has accessed, viewed, and /or
edited specified information. In the final analysis, companies must develop a legal relationship with the ASP to act
responsibly with the confidential and /or proprietary
information it's storing and processing.
Capital costs to implement. With so many companies awed by the promise and relative ease of using ASPS,
the real challenge, after overcoming any fears, is connecting the dots between the firm and ASP to fulfill that
promise. What are the capital costs to implement the ASP
promise?
The most essential capital cost on the client side is the
cost to establish high -speed connectivity (DSL or better) to
the Internet or another wide area network for each desktop in a company. Another basic cost, depending on system requirements, is a back -up server for the company's
own office that would contain a mirror image of all the
data stored on the ASP's central servers. This server could
be used in case of an emergency, although it would only
contain data generated at the local office and not
company -wide data.
On the software side, there are two potential categories
for capital investment: Web- enabling legacy applications
and developing new custom applications. To Web enable
a legacy application means to modify it so that it's accessible and functional on the Web. For instance, a financial
services firm may have expensive tax software that has
bred even more costs through customization(s) over the
years. Since the tendency is to keep large investments
viable, the firm may want to have the application customized so that it can be used on the Web. The success of
customizing legacy applications for the Web varies. In
some cases it's cost effective, while in other cases it's better to start over with a new program designed for the
Web from the ground up.

Companiesmustdevelopalegalrelationship
withtheASPtoactresponsiblywiththe
confidentialand/orproprietaryinformation
it'sstoringandprocessing.
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ASPs can rapidly scale the ITInfrastructure
requirements for a firm as it grows without
the firm suffering from performance
problems, disruptions, and the cost of
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Custom Web applications are usually designed and built
to meet unique workflow requirements and service offerings. While they typically require a substantial capital
investment, they also represent a critical opportunity for
firms to design and implement new e- business processes
that can improve workflow efficiencies, link to other
online resources and services, and spawn new value added client services.

example, by migrating business operations to an online
environment, a firm can accumulate different kinds of
online information and online services (such as online
trading services and stock quotes) and offer them to its
clients through a centralized website. That website can be
personalized for individual clients so that they have
immediate and direct access to information relating to
their own concerns without having to click through multiple Web pages to get to the kernel of information they

PROSOFASPS

require.

Despite costs, fears, security concerns, and reliability
questions, the benefits for using an ASP to manage a
firm's computer applications and services are convincing.
Whether a company is large or small, some benefits are
universal. The first is the reduction of operating costs and
system administration overhead. The second is that it lets
firms concentrate their resources on their core financial
services competencies.
Higher levels of efficiency can be created and achieved
by implementing online systems for managing workflow
both internally and externally. This allows workflow to be
streamlined and information to be accessed from any
location at any time by the financial professional and, if
desired, the client —all through a Web browser.
In addition, ASPs solve the major inconvenience to
both tech support personnel and end users of installing
software upgrades each time there's a new release. Rather
than having to install upgrades at each desktop, ASPs
automatically provide updated versions of software. And
they can rapidly scale the IT infrastructure requirements
for a firm as it grows without the firm suffering from
performance problems, disruptions, and the cost of
investing in new equipment.
ASPs also provide an opportunity for financial firms to
offer value -added online services that not only build their
business but also build goodwill among their clients. For
38
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By enabling their clients to operate their businesses
online in an efficient and cost - effective manner, ASPs are
simply part of the sweeping democratization of information. With that democratization comes the reality that if
companies, and especially financial services firms, don't
embrace technology to keep pace with the competition,
they may be left behind.
ASPs are a fundamental tool that helps organizations
seize the power of the Internet and deliver it to desktops
in the most efficient, economical way. While ASPs aren't
the final word on information connectivity, they can take
companies to a new productivity level. ■
Lamar Curtis is COO and CFO of FYI -Net, a Houston based ASP for e- business solutions and a broadband content
developer specializing in 3D animation and interactive
communications design. You can reach Lamar at
(713) 892 -8FY1 or lcurtis@ i- net.com.

Richard J. Alphonso, CPA, J.D., PFS, MST, is president of
Houston -based The Financial Advisory Group, Inc., which
offers financial planning, investment management, and
business consulting services. You can reach him at (713)
627 -7660 or alphonso @finadvisors.com.
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XBRListhebridgefor

uccessful businesses have learned how to leverage the power of financial information. They

communicatingfinancial

have set up intranets, extranets, and corporate

websites in an effort to help employees,

informationeasily,

investors, and financial analysts tap securely into the

quickly,andefficiently.

company's knowledge base of financial reporting. But
until now an important ingredient was missing —the
ability to describe financial information and data
structures efficiently over a network. Once XBRL
(eXtensible Business Reporting Language) is adopted,

M

it will enable organizations to create comprehensive,
x

C

meaningful, and highly customizable financial reports
a

at significantly reduced costs in a format compatible
with most accounting applications.
J
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Right now, there's no common, generally accepted format for business reporting data. Data must be either reentered into computer applications for interpretation or
copied and pasted between applications. XBRL will solve
this problem by allowing content to be created once and
distributed over the Internet or between applications.
XBRL is easy to use — anyone, from the CEO to the marketing analyst, will be able to use it to create and distribute his or her own reports. It will be a standard feature in
financial software applications, and though it might not
be transparent to the end user, it will be easy to access
and use.

XBRL:CHILDOFXML
XBRL is a subset or dialect of XML (eXtensible Markup
Language). In order to understand it, you have to first
understand XML. Think of XML as a formatting language that arranges information in containers of data
(similar to rows and columns in a spreadsheet). In a
spreadsheet, the data can be inserted into the rows and
columns. Just as the headings for the rows and columns
give meanings to the individual cells, XML provides
meaning to the data within tags that bracket the data.
For example, if the cell of a spreadsheet contained the
number $45,000,the user of the spreadsheet might not
know if the $45,000 was an asset, liability, net income, or
the price of the owner's new car. But if the content of the
cell was tagged (as in the XML language) with the
description "net income for the first quarter," then the
user (and the applications) will interpret the $45,000 to
represent the net income for the first quarter. Therefore,
XBRL provides both content and structure (context) to
the financial data.
Tags for the opening of this article marked in XML
would look like this:

Figure1: XML Takes the Pain out of Integration

LotusNotes

EDI
RDA
SQL

DCOM
CORBA
E1B

RPC
EAI

their legacy systems and hardware while integrating it
with new systems — including their trading partners' systems and the Internet. XML is simple, but it has created a
groundswell in the industry—to the point that all of the
major software vendors have promised to rework their
products to incorporate it. Microsoft has announced that
XML and underlying Web technologies (the hypertext
transport protocol) may soon completely revise our perception of computers and computer programs. There will
be no obstacles between systems. (See Figure 1.)
XBRL inherits from XML the notion that data should
belong to its creators and that content providers are best
served by an open data format. An open data format
won't bind anyone to particular script languages, authoring tools, and delivery engines. Instead it will provide a
standardized, vendor - independent level playing field on
which different systems may freely communicate.
With XBRL, if you wanted to send a financial report to
your analyst or banker, you could send it electronically
from your accounting software. The software automatically creates the file in a format
that the analyst or banker can
<article>
easily import into his or her
<title >Looking at Business Reports Through XBRL- Tinted Glasses< /title>
software. Traditionally, you
<author >By Liv A. Watson; Brian L. McGuire, CMA, CPA; and Eric E. Cohen, CPA< /author>
might have sent the informa<deck >XBRL is the bridge... and efficiently. < /deck>
<text >Successful businesses have learned... access and use < /text>
tion as an Adobe Acrobat document, a Microsoft Word file, or
<subhead >XBRL Child of XML< /subhead>
a plain text file. As convenient
as these file formats are for human readers, they don't
XML is platform independent. It works on any operatmake it easy for a computer to extract information.
ing system, any computer —even cell phones and other
Another option would be to work with the financial anawireless, mobile devices. It's also application independent
lyst's accounting department or banker to come up with a
and can be integrated with almost any vendor's database
custom format (such as a comma - delimited file). Of
system. Users of XML have found it lets them keep all of
course, if the financial analyst or banker decides later to
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change the file format to accommodate other clients, then
you'd also have to make changes. These changes could be
costly.
XBRL solves this problem. Your accounting application
could e-mail a copy of the financial report in XBRL to
your financial analyst, and the report could then be read
into his or her system. Because XBRL will be flexible,
minor changes to the format won't affect the system's
ability to exchange information. The XBRL language is
designed to export information that's self - describing. You
can look at a document and see that it's XBRL, and you
can also tell what version is used.

WHYUSEXBRL?
Standardize on a common taxonomy (shared vocabulary)
and you reap the benefits of interoperability and integration. In the long run, standardization improves access
and lowers distribution costs because fewer technologies
are involved. By using XBRL, organizations will be able to
leverage their IT investments over a variety of applications. In addition, because XBRL will be an open specification, users can be confident they won't be locked into
comma - delimited files. XBRL's simplicity and flexibility
will make it an ideal foundation on which to build XMLbased Business Reporting Markup Language initiatives.
In this sense, XBRL solves two significant problems for
anyone preparing financial
reports. First, it provides
reliable extraction of financial data across all technology formats. With XBRL,
financial data have to be
entered only one time,
thereby reducing the risk of
data entry error by eliminating the need to manually
key information for various
report formats. And XBRL
facilitates comparison of
financial reports in industry
sectors by establishing compatibility in categories of
financial data.
XBRL isn't a new
accounting standard; it's a
technology that uses current
standards and that has the
flexibility to adapt to
changes to existing stan-

dards or new standards. Contrary to popular belief, XBRL
doesn't require disclosure of any additional financial
information beyond that currently required in a company's financial reports. Rather, it enhances the ability to
exchange the information across different technology formats (including the Internet).
XBRL, like other emerging open- architecture technologies, increases the overall efficiency of information
exchange while reducing the related cost. The beneficiaries of XBRL include all members of the financial statement information supply chain, from preparers and
distributors to aggregators and, most important, the end
users.
Users will find it similar to the simple "save as HTML"
functionality in Microsoft Word that's used to make Web
pages. Microsoft, IBM, Oracle, and accounting software
vendors are currently developing tools to make XBRL
equally easy to use.
There are many other beneficial uses of XBRL. For
example, credit analysis can be less costly and more timely when financial information for credit request purposes
is provided using XBRL. Because XBRL financial information is created once but can be rendered in various
formats, the costs associated with publishing, exchanging,
and analyzing financial reports and data can be reduced
(see Figure 2). As a shareholder tool, XBRL provides a
robust platform for significantly enhanced assessment, extraction, and
query tools for shareholders and other users.
It's important to remember that XBRL isn't a
detailed universal chart of
accounts —it's a GAAP/
industry- sector - oriented
tagging scheme or language. It isn't a new accounting or auditing
standard, nor is it designed
specifically for U.S. territory GAAP financial statements. It's for a range of
global territories.

WHO'LLUSEXBRL?
The demand for financial
statement information in
XBRL will come from the
September 2000
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Figure2:XBRL Functions: Interoperability and Multiple Outputs
Printed
Financials

L

4

Regulatory

....

.....>

....>

i

Extranet

Tax
Returns

Bank
Filings

investor community because analysts will be able to
extract, analyze, and process financial statement information more cheaply and on a more timely basis with software designed for this purpose. In addition, the
information will come directly from the company, thereby increasing the speed at which it gets to the analysts'
models, and it can be readily exchanged among wide
varieties of software applications, which means it can be
reused easily.
Early adopters are expected in the emerging companies
where analyst coverage is minimal because they don't
have the resources needed for this coverage. Analysts will
be encouraged to look at these companies because their
information will be provided in XBRL. This will place
some pressure on late adopters because analysts' tools are
developed to incorporate the XBRL information. As a
result, in the next 18 to 24 months the market is expected
to move toward general acceptance of XBRL- enabled
financial statement information.
What about other financial professionals? There are
three macro areas (or levels) where financial managers
might find uses for XML: (1) at the transaction level, (2)
at the intermediate summary (general ledger) level, and
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(3) at a summary reporting level. There are more than
200 emerging XML specifications in deployment for
industry supply chains at the transaction level, and, in
most cases, the accounting industry representation on
these consortiums is still small. As a result, it's difficult to
predict the interoperability of the transaction -level specifications with the summary-level users. But we need to be
involved if we want to survive in the emerging digitalization of the business world. We need a clear, articulate
view of the language of business, and, in most cases, that
language will be structured data tagged in XML.
The development of general ledger data specifications
is clearly our domain (financial management) and is
considered by many to be a high -value area for development. Although it's part of the longer term XBRL and
other industry- specific XML strategy effort, it hasn't
matured because of the underdeveloped nature of the
transaction -level specifications across all industry sectors
and the focus of the limited XBRL resources on the
financial reporting level. The XBRL Steering Committee
has the general ledger level on its strategic agenda and
expects to address it as data specifications on existing
financial reporting are published and the implementation

has begun. In addition, the interoperability of XBRL with
other XML specifications is also part of the overall XBRL
effort and is being addressed by the XBRL Specifications
Working Group. To keep up with current developments,
check www.xbrl.ore for news. (See sidebar on p. 43 for
other resources.)

IMPLICATIONSFORCFOSANDCONTROLLERS
Streamlining the financial information supply chain
through XBRL gives companies a competitive edge and
lets management accountants /financial managers cut
reporting costs, positioning them as premier knowledge
professionals.
Simplifying the exchange of financial statements
through XBRL will improve their flexibility and will positively impact the broad range of attestation services from
full -scale audits to smaller -scale reviews of selected information. Costs to incorporate XBRL will be minimal
because it will be built into most accounting and financial software tools and operating procedures.

Using XBRL doesn't mean that companies will be producing cookie- cutter financial statements. They can continue to use their regular statement formats because
XBRL relies on existing accounting standards.
XBRL improves investor and analyst access to a company's financial information, thereby lowering their
uncertainty over perceived risks of investing and providing them with credible, reliable information.
And XBRL lets whole groups of people and organizations reuse the same financial statements through the creation of a single- source document that can be the basis of
required electronic filings (such as those for EDGAR),
investor relations pages posted on the company's website,
and statements required by credit reporting agencies (as
well as lenders) to comply with loan covenants.
Investor reactions and buying decisions are often based
on rumor, innuendo, and guesswork because official
information comes out infrequently and after- the -fact. As
management publishes more timely information, it can
better control investor reaction.
Because of XBRL's simplicity and
improved efficiency, it's no wonder that the
accounting/finance industry is excited about
this emerging business reporting language.
Its growth will impact the way companies
report their financial picture. Incredibly
powerful and easy to use, XBRL will
improve the standard for excellence in
financial reporting. High - powered financial
reporting will become a necessity. ■
Liv A. Watson is IMA's representative to the
XBRL project and the senior director ofinformation technology at Gaither Technologies,
LLC. She can be contacted at
lwatson @gaithertech.com.
Brian L. McGuire, CMA, CPA, Ph.D., is an
assistant professor in the Department of
Accounting and Business Law at the University ofSouthern Indiana. Brian specializes in
the area ofaccounting information systems,
and he can be reached at bmnguire @usi.edu.
Eric E. Cohen, CPA, is a founding member of
XBRL and serves as a facilitator to that
group on behalf ofPricewaterhouseCoopers
LLP. He can be reached at
eric.e.cohen@us..pwcglobal.com.
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hen Matthias Waehren became
vice president of finance and information technology at the Roche
Group's U.S. pharmaceuticals affiliate in 1996, he had what seemed
like a tough job ahead. Although
he had inherited a strong, wellrunning finance group of approximately 160 people and an equally strong IT group
numbering about 140, he was about to change their world.
The Roche pharmaceuticals business had just embarked
on a global SAP enterprise resource planning (ERP)
implementation, and Waehren, in addition to his regular
responsibilities, was charged with overseeing the initiative's
execution at the organization's headquarters in Nutley, N.J.
As a precursor to SAP, Waehren decided to analyze all the
finance processes throughout the pharmaceuticals affiliate
and reengineer them as needed. One of his biggest challenges would be to get everyone up to speed on new software that didn't operate the way their homegrown legacy
systems had. Other challenges were to spearhead a new way
of working through accounting and finance transactions
and to make sure everyone came on board the project. The
final goal —which the SAP system would enable —would be
for the finance professionals to change from transaction
processors and scorekeepers into business partners.
Four years later, the group can say they're well on their
way to success. The initial phase of the process reengineering took about four months. Then, for the better part
of the next year, the actual implementation of the
changes took place with a focus on the planning and
budgeting process, which extended over two budget
cycles. The actual SAP implementation, including training, took approximately18 months. Pharmaceuticals
headquarters and the corporate organization in Basel,
Switzerland, supplied core modules and templates, and
outside consultants supplied the installation expertise
under the direction of Roche - Nutley management. "We
were in charge of the implementation;' Waehren said, "so
we used outside expertise where we didn't have the know how. But the consultants did not run the project for us.
Our being in charge made it work:'
By April 1999, the implementation was complete. In the
meantime, Waehren and the leaders of his financial team
had already started working on Finance Transformation —
a project that would complete the makeover of the finance
processes. During the initial reengineering phase, through
the use of activity-based management, the finance group
had determined that 70% of its associates' time was spent
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in transaction processing, while only 30% was devoted to
decision support. Once the new system was complete,
transaction processing would be only a small part of their
work. The next step would be to identify what competencies and skills the group would need to develop to become
business partners and then make sure the people who
filled that role would receive the right training.
To accomplish this goal, Waehren took a unique step
in the industry. He created a Finance Transformation

KEYPLAYERSINFINANCETRANSFORMATION: (from left to
right) Kathleen McGlory, Robert Meyers, Matthias
Waehren, and Greg Cellini.
the implementation team and Cellini as a full -time trainer for the business rollout.
About a year and a half old, the department is forging
ahead at full steam, and its initiatives are on schedule and
being well received. "The reason it is working —and I
can't emphasize this enough," Waehren notes, "is that
everything we've undertaken has been a total team effort.
Nothing is just one person giving directions. That truly is
the key to our success.'

WALKINGTHETALK

Department that would oversee and guide the transition.
It would be headed by Robert Meyers, who had led the
finance reengineering effort with an outside consulting
group. Joining Meyers were Kathleen McGlory, then associate director of internal client services, and Greg Cellini,
then an accounting specialist from corporate accounting
and budgeting who had worked with Roche's strategic
alliances. Both McGlory and Cellini were involved in the
SAP implementation — McGlory as a full -time member of

Even though Matthias Waehren won't take credit for the
changes at Roche, his colleagues say his personal management style, background, and knowledge have encouraged
them to aim high. He "walks the talk," they all agree. They
call him affable, approachable, and always willing to meet
with them and listen. And they say one of his major goals
has been to foster a spirit of creativity and empowerment
so people will be happy in their jobs.
When Waehren joined the Roche pharmaceuticals organization in Nutley, he made it a priority the first few
months to listen rather than direct just as he had when
he was the newcomer on other jobs on his way up through
the company. "If you want to be effective," Waehren says,
"you have to listen and observe first. You can't go somewhere new and tell everybody how things should be done.
Naturally you have to have a vision, but you must get the
support from the people who are working for you:'
His personal and professional background had prepared him well for this assignment.
Waehren was born in Basel, Switzerland, and lived
there until he was 17. Then his father, who worked for a
pharmaceutical company (not Roche), was transferred to
Pakistan, so he moved the family there. "That was my first
exposure to a new foreign culture;' Waehren says, "and I
really enjoyed it:' He finished high school in Karachi at
the American High School, then went to Schiller College
in Germany and England, graduating with a BBA degree
in 1975. He returned to Switzerland, pursuing the equivalent of an MBA with a major in economics and marketing at the University of Basel. After graduating in 1981,
he joined the banking training program at Credit Suisse
in Zurich, where he rotated through various assignments,
ending up in the loan department.
But his restless nature got the better of him, and he
Sep t em b er 2 0 0 0

1 STRATEGIC

FINANCE

49

decided to pursue something where he could travel. He
explains: "Since I was about seven, my father spent probably about four or five months a year abroad, so I always
wanted a job where I could live in different countries and
learn new cultures." Roche in Basel was the answer to his
dream. He landed a job in the corporate audit department in 1983 when corporate auditors had started to
focus on how well operations worked instead of being the
police controlling compliance. "The idea was to give more
of the accounting control audits to the external auditors
while the internal auditors focused more on operational
audits and learning about the business," Waehren
explains. "And I got to travel. I spent about 50% of the
time in Europe, Latin America, Asia, and elsewhere."
He enjoyed this side of the business because he worked
with line managers and got hands -on experience in
processes from manufacturing to human resources to
accounting. And each auditing project lasted from three
to six weeks, so there was always something new. "What
also was very attractive was that you could see results
quickly —good or bad —and make decisions faster."
The next logical career move would have been finance
manager in a small Roche affiliate, but Waehren was
offered a different opportunity. He joined a new staff
department called Organization and Executive Resources,
where he was part of a team that designed and implemented internal management and career development courses
for Roche international general and division managers.

GLOBALEXECUTIVE
A year and a half later, in 1988, the CFO asked Waehren if
he would become director of finance and administration
for Roche Korea Co. Ltd. He would establish the finance
function there and be responsible for accounting, controlling, tax, treasury; purchasing; HR; and information
technology. "I was a big fish in a very small pond, and it
was a good experience for me," Waehren says. At the time,
foreign companies couldn't establish wholly owned pharmaceutical companies in Korea, so Roche had a Korean
partner in a 50/50 joint venture. "This was a challenge. In
a 50/50 situation you don't have complete management
control. You give and take," he notes, so he honed his
negotiation skills there.
He also learned several valuable lessons on which he
still draws today. For instance, "You can't think you can
go into a situation and change things the first day. Even if
you think you know more than others, you can't force
people to change.'
His second challenge was communication. Waehren
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"WEMUSTBE
CAREFULTHAT
WEDONOT
CREATEONLY
BUSINESS
PARTNERS.WE
STILLNEED
ACCOUNTANTS;'
explains: "I didn't speak or read Korean, and I was dealing
with evaluation and appraisal discussions. I needed a
translator. I learned two things immediately: Communication doesn't necessarily depend on language skills alone.
Even if people speak the same language, they sometimes
don't communicate. And even if you don't speak the language, you can communicate. But you also have to trust
people. If you have to sign a bank transaction, and somebody says, `This is what it says,' you have to trust that."
An added advantage was he thought and acted globally.
"I always believed that we were an international company,
not a Korean company or a Swiss company. I believed we
should create a global company, merging the strengths of
everyone. That plan worked, and I've continued to carry
those ideas around with me," Waehren notes.
Two years later, in 1990, he became division manager
of the Finance & Management Services Division at Nippon Roche K.K. in Japan, one of the largest Roche affiliates. There he was responsible for finance, IT, and the
controller's area. Where Korea had been a country of
good economic growth, Japan was feeling the negative
pinch of a downward economy and stagnant markets. To
help the company weather this situation, Waehren put his
global practices into play, became expert at consensus
building, and thought of creative ways to mix the Japanese and Western ways of working.
All these experiences deftly prepared him to become
vice president, finance and information technology for

Roche in Nutley in October 1996 and to be able to lead
major innovations there over the next four years.

THEFINANCEVISION
Although the SAP implementation took total involvement on the part of a dedicated team for 18 solid
months, it also required a significant effort on the part of
the business, in particular finance personnel. It and the
lengthy preparatory work served as a catalyst for finance's
new focus. By conducting an activity-based costing analysis of their processes, they figured out how to revamp
already well - working procedures so they would be in tune
with the new way they'd have to work. In the end, they
viewed SAP as a tool that would enable them to pursue
their goal of becoming business partners with their Roche
colleagues. It would help them close the books faster and
spend less time on transaction processing so they could
concentrate on planning, analysis, reporting, and helping
make decisions to run the business.
To help them toward their goal, they developed a
Finance Vision: "We didn't want our business partners to
make business decisions without involving finance." But,
Waehren explained, "We didn't do that in a vacuum. We
interviewed our business colleagues and held focus
groups, collecting information on what they request and
expect from finance. Then we identified some major areas
to pursue, such as reengineering of the budget process,
the closing process, capital accounting and planning,
analysis, and decision - support work.'
They also made sure that finance would share the goals
and objectives of operations. Financial liaisons (who act as
business consultants to operations managers), for example, usually sit in the same workgroup as their business
partners. They report to Waehren via a straight line, but
they're also members of the management team of the
respective core process, such as Discovery, Development,
Manufacturing, and Sales and Marketing. As such, they
share the same incentives and rewards. "Let's say," Waehren
muses, "that our partners have a cost savings goal that's
built into their performance objectives. Our finance people share that same objective and are rewarded accordingly
or not depending on the outcome. They are true partners.'
But the partnership goes beyond sharing objectives and
rewards to education. "What we really want," Waehren
explains, "is for the finance people to sit down with their
nonfinance business counterparts and give them on -thejob training. For example, controllers would sit with their
partners in Discovery, Development, Manufacturing, and
Sales and Marketing and take them through departmental

expense reports. Or they would teach them how to prepare budgets or plans. They would do this one -on -one or
in small groups. Or they would make a presentation in
front of about 20 people. In addition, finance would offer
formal training to nonfinancial people. We had started
this training before the SAP implementation but had to
put it on hold. Now we're taking another look at it.'
This cultural change for the accounting and finance
professionals "is a shift in mind -set from measuring value
to adding value;' Waehren says. "It's a shift from being a
controller /reporter— somebody who's measuring what
happened in the past —to somebody who can help design
a new measurement system that proactively will warn you
about deviations from your plan ... somebody who can
help a business partner to proactively take a position.'

FINANCETRANSFORMATIONDEPARTMENT
The Finance Transformation Department was an outgrowth of the Roche pharmaceuticals organization's
reengineering activities and Waehren's desire to achieve
the objectives everyone was working toward.
Waehren decided a formal department would solidify
transformation activities and serve as the enabler for future
activities in this area. The Finance Transformation Department's focus was on integrated business planning (which
includes continuous improvement responsibility for the
operating plan/budget), developing competencies for the
finance staff and tying them into career development profiles, training and development of finance and information
technology personnel, spearheading finance communications, establishing finance training for nonfinancial personnel, and becoming a best practices repository.
The next goal is to continue career development and
training so as many people as possible can reach the next
professional level. "But we must be careful," Waehren
says, "that we do not develop a system where we create
only business partners. We still need accountants! We
have to develop a model where the accounting specialists
can be successful and have a career inside yet the financial
managers who have the communication and marketing
skills can represent us on the outside. That's what we will
continue to work toward:' ■
Note: Because of his outstanding accomplishments at
Roche - Nutley, Matthias Waehren recently returned to
Europe to be the head of Finance and Informatics for
Roche's Vitamins and Fine Chemicals division in
Kaiseraugst, Switzerland. In this position, he will have
global responsibility for finance, divisional controlling, and
information technology for this business unit.
Septemb er 2000
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anagement wants information about everything, sliced and diced every which way,
instantaneously. Information systems (IS) departments have reacted to this challenge in
various ways. The obvious solution is to go the enterprise resource planning (ERP)
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route. Fully integrated software packages such as SAP, PeopleSoft, Baan, and Oracle provide many
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capabilities such as entry and analysis of transactions in real -time, consolidations, Internet and
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workflow. But ERP systems have drawbacks. They are multimillion dollar packages that require
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enormous investments of time and money. Additionally,
they disrupt the existing systems and organizational
structure. Implementation may result in a stunning success or complete failure. For these reasons, other companies create a system from scratch. But this plan is a valid
alternative only for corporations that have the financial
and programming wherewithal. The risks and benefits
involved are similar to those of ERP.
Companies without the resources or expertise for the
above alternatives can pursue a third solution to new
information challenges. This less expensive and disruptive
alternative applies to companies that are heavily invested
in traditional mainframe (legacy) systems, where data
extraction is the prime problem. Accountants have circumvented this problem by maintaining databases in
Excel or Access and learning the report- writing tools.
Instead of scrapping the legacy systems, IS specialists can
supplement them with an array of software packages to
overcome the aforementioned limitations. When taken as
a whole, these supplementary packages should provide
the benefits of high -end technology without the disruption of a major overhaul. The necessary components are a
consolidations package with integrated drill through, a
multidimensional analysis system, an intranet /workflow
package, a package to accommodate company -wide plan ning/budgeting, a dynamic management information
system, support for e- business, and retrieval /archiving
capabilities.

THEPATHCHOSENBYLORDCORPORATION
The third solution was chosen by Lord Corporation, a
75- year -old $440 million company with headquarters in
Cary, N.C., nine U.S. plants, and offices around the globe.
Ithas doubled itssales and returns in the last five years.
The company offers high -tech solutions to its customers
in the aerospace, transportation, and chemical industries
with products to manage mechanical motion, to bond
and coat materials, and to control noise. The key business
drivers at Lord are voice of the customer, teamwork, and
innovation. The key challenges are new market and product penetration, virtual organization, globalization building a process environment rather than a functional
environment, and leveraging current systems, resources,
and knowledge across divisional boundaries. The
Mechanical Division, a manufacturing organization, uses
ASK MANMAN in the DEC /VAX environment as its
business system. The Chemical Division, a process organization, uses Infinium and Prism in the AS /400 environment. These legacy systems are sufficient in terms of
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transactional capability, but Lord wants to round out its
ability to manage and analyze data.
For this reason and to bring about immediate payback,
the company is now investing in additional software and
network solutions. In 1997, Lord retained the services of
Strategic Technologies, Inc. (STI) to review its corporate
business strategy and the current information systems
environment and then to assist Lord in developing a new
Strategic Information Systems Plan (SISP) over the next
three years. The stated goals of the study included defining key IS initiatives to support future business needs,
establishing a road map to implement these key initiatives, and involving Lord employees during the planning
process so that they might gain a sense of ownership and
ensure successful implementation.
The SISP planning process involved three steps:
1. Identifying the gaps between current information systems and the systems necessary to support future
business requirements.
2. Identifying potential applications and infrastructure
initiatives to fill these gaps.
3. Selecting the optimum plan to result in the largest
impact on the business strategy.
Although the SISP encompasses the entire organization, its existence is crucial to the development of
financial systems aligned with overall strategy of the
business. The last thing Lord wants to do is to develop or
implement a sophisticated financial system that doesn't
meet the current or future needs of the business as
finance is deeply involved in processes that affect the
entire organization.
For example, division accounting functions are intimately involved with the drive for new business (financial
planning and analysis, credit, and receivables), with engineering and design (project accounting), and with the
manufacturing process (cost accounting). The shared service department of General Accounting is involved with
legal considerations (document retrieval and retention),
with the procurement process (accounts payable), and
with the valuation of the company (fixed assets). Corporate Accounting must consolidate all of this information
in a format suitable for executive decision making,
including the management and allocation of human
resources. In short, no business process of the company is
unaffected by financial systems.
Therefore, it's incumbent on management accountants
to develop and implement systems that: 1)mesh with
company strategy, 2) improve or completely reinvent
business processes, and 3) affect the bottom line positive-
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ly. We now are poised to assemble a financial package that
meets organizational goals. Let's address each component
individually.

LEGACYSYSTEMSENHANCEMENT
As we mentioned previously, Lord has two discrete legacy
systems that enable day -to -day processing activities: order
entry, design of product, purchase of components, creation of product, sale, customer service, invoice, and collection of payment. Lord is heavily invested in these
systems. Employees work within them and occasionally
must develop offline systems to accomplish their goals.
Now that the Y2K problems are behind us, Lord is in a
position to replace its systems with client /server technology, but the company wants to build on the systems and,
where possible, improve them and use them to their
fullest capabilities. (See Figure 1.)
A few examples:
♦�Paperless�Payables: As reported in two previous
issues of Management Accounting,l the Mechanical Products Division of Lord added a whole new dimension to
the Accounts Payable system. Instead of relying on clerical input of invoice information to create vouchers for
payment, the program creates vouchers based on receipt

and purchase order information. This program was written in FORTRAN and runs on top of, and in conjunction
with, the base ASK MANMAN off -the -shelf package. It
saved $100,000 the first year after implementation.
♦�New�Generation�Data�Interchange: This feature
lets suppliers access the Mechanical Products Division's
system through a modem and find all the information
they need to act as partners in the business process. Suppliers can access our material requirement dates and plan
their production around these requirements. They can
access data on quality problems and on payment information. This add -on program, written by Lord programmers, builds on the legacy system to enhance the original
system.
♦ Automated posting of travel and procurement
cards: Add -on programs to the legacy systems allow for

once -a -month posting of expenses related to travel or
procurement to legacy system ledgers. Additional opportunities exist to automate the entire expense reporting
process.
♦�Electronic�Data�Interchange�(EDI)�with�customers: Customers require EDI with their systems for

order acknowledgement, shipment notification, and
invoicing. The transactions in the legacy systems are
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altered to accommodate the collection of data into EDI
mailboxes, and the system forwards data to the customer.
♦ Inspection Reports: A new feature integrates
notices of scrap or rework due to quality inspection into
the legacy manufacturing systems to notify manufacturing, purchasing, suppliers, customers, customer service,
and accounting to adjust their documentation.
♦ Autofaxes: Every workday morning, a program built
on top of the legacy system gathers information about the
previous day's shipments and automatically sends a fax to
the customer with all the relevant information.

THECONSOLIDATIONSYSTEMWITHDRILLTHROUGH

use Enterprise as their reporting tool. Prior to this, they
downloaded data into Excel spreadsheets to take advantage of that program's easy formatting. But because
everything couldn't be downloaded, certain reports were
manually keyed. With Enterprise, once reports are established they can be updated automatically.
The value of the consolidation system has become even
greater as we have developed the drill- through capability.
With this tool in place, accountants can drill down
through a line on the income statement titled "Marketing
Expense" to the actual detail by division, then by budget
center. They then drill even further all the way through to
the division's general ledger and from there to the
accounts payable module, where they find the name of
the supplier and other relevant facts about a transaction.

With an environment as varied as the one at Lord, a consolidation package is a must. Here Lord, for a relatively
small investment and a five -month implementation period, can take advantage of client /server technology. The
MULTIDIMENSIONALANALYSISSYSTEM
consolidation and financial reporting package Lord uses
"Multidimensional analysis system" is a fancy term for
is Hyperion's Enterprise system (www.hyperion.com).
slicing and dicing information in a database in a variety
This PC -based system is designed to connect many
of ways and is especially well suited to marketing inforunique general ledgers from various business systems,
mation. Do you want to know which customers provide
locations, and reporting levels and consolidate the inforthe most profit? Which regions of the world? Which
mation in a consistent manner. Because it's so easy for
product families? Do you want to compare current inforfinancial people to set up and
mation to last month's or last
control, it requires little IS supyear's? Lord uses two of these
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port. Enterprise has automatic
packages.
currency translation, intercomThe first is Cognos's
D O W N . . . ALL T HE WAY
pany processing, built -in allo(www.cognos.com) Power Play.
cation methods, a
This analysis tool resides on an
T HR OUGH TO THE D I V I S I O N ' S
point- and -click graphical interNT server and makes market
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NER
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LEDGER
AND
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O
M
face, and both generic and ininformation available throughhouse designed reports.
out the company to any user
THERE T O THE AC CO UNT S
Enterprise comes with add whose PC is set up to access
ons to Microsoft Excel called
Power Play, including business
P AYAB L E MO D U L E .
"Retrieve" and "Analyst."
unit managers, vice presidents,
"Retrieve" allows you to set up
sales regional managers, field
links to categories in Enterprise. For example, in the rows
sales staff, Customer Service, and Accounting. Although
of your Excel spreadsheet are Salaries, Fringes, Travel, and
this data must get into the hands of the people who need
Other. The column headings are Actual, Plan, and Variit the most in double -quick time (faster than the compeance to Plan. By choosing any department, division, comtition!), it's imperative that the infrastructure of the interpany, or other combination of entities in Enterprise, you
nal network be designed carefully to protect this sensitive
can generate these numbers on the spot, format as you
data. Database size also may be a constraint on delivery
please, and print. This type of ad -hoc reporting isn't posspeed with this package, and users must be able to take
sible with the general ledger system. The drawback, of
advantage of the functionality by understanding how the
course, is that the numbers aren't real -time because
"cubes" of data are arranged for their access.
they're uploaded from various ledgers on a weekly or
The second analysis package is Seagate's Crystal
monthly basis.
Reports. The great thing about this inexpensive Windows According to Marie Driscoll, manager of Corporate
based application is that the user requires almost no
Accounting at Lord, it's now possible for all divisions to
knowledge of designing reports. With the IS department
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establishing and maintaining a link to pertinent databases,
Crystal Reports will provide data on demand at a high
level, medium level, and detail level. Sorting, totaling, formatting, and exporting are extremely easy. At Lord, we've
established websites for managers to access reports for
their business unit and /or product line.
A significant feature of the multidimensional analysis
tool is that it retrieves information from the source database automatically rather than recreating it. Many of us
still can remember running huge market segment reports
and rekeying certain information into spreadsheets.

INTRANET/WORKFLOWSOFTWARE
Intranet/workflow software is another exciting tool developed in the current technological expansion, empowering
users on all levels throughout the organization. This software also may reside on an NT server or on the mainframe. It harnesses e-mail capability to reduce or
eliminate paper documents, and it can cut the time
involved in a process to a fraction of the time in a manual
system by immediately forwarding electronic documents
to the next level. Users can customize it to do repetitious
work so they can manage by exception.
In 1998, Infinium, one of Lord's financial software suppliers, announced a partnership with IBM to add Domino coupled with Lotus Notes electronic mail capability to
its current versions of accounting software.
Here are examples of the workflow enabled by this
technology within Infinium financials:
Accounts Receivable—An order is received from a
customer who's on credit hold. The system is geared to
manage by exception. When this exception is noted by
the system, it automatically sends e-mail to the credit
analyst, salesperson, and, optionally, the customer. The
credit analyst accesses a form that's part of the e-mail and
resolves the issue. Information is sent back through the
system, and records are updated.
Accounts Payable—invoice /Purchase Order (P.O.)
matching. After a user inputs invoices, the system notes
those invoices that don't match the referenced P.O. and
automatically sends e-mail to the buyer (and, optionally,
the requisitioner). The buyer resolves the issue by completing a form integral to the e-mail or by forwarding the
message to the supplier for resolution.
Purchase Order Approval— Infinium automatically
routes purchase orders through the approval system
already established according to internal rules. The
approver uses a Web form to approve. There is an audit
trail and view of status.
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Lord has made a strategic decision concerning whether
to proceed with Microsoft Exchange workflow systems,
with Domino workflow systems, with both, or with none
of the above. The Gartner Group has stated that by the
year 2001 Microsoft and Lotus will equally control a total
of 70% of the corporate workgroup systems, groupware,
and electronic workplace market.2 Lord has chosen to
pursue Microsoft Exchange workflow systems.
Lord has completed a pilot project in its Mechanical
Products Engineering Department that uses Microsoft
Exchange to promote the flow of both new designs and
design changes from the original CAD systems through
the approved drawing. According to Bill Ludwig, a now
retired vice president, the ultimate strategy is to communicate the designs and design changes to those who need
to know in Manufacturing Quality, Purchasing, and Sales,
and perhaps even suppliers and customers, without the
laborious paper trail that presently exists. Further, with all
data stored electronically, the data are archived, retrieved,
and updated much faster and more conveniently.
Other pilot programs involving workflow are in
process in Finance, including online budget center
spending analysis and the development of an intranet
budgeting process.

COMPANY-WIDEPLANNINGANDBUDGETING
Automating the budgeting process saves time —and provides better, more realistic input. Many organizations
publish detailed manuals about how to budget and give
their managers spreadsheets for consistent input to
accounting. The manuals are time - consuming and,
unfortunately, often ignored. The spreadsheets are appropriate for consistency's sake but don't provide detailed
budgeting online, nor do they allow for numerous roll ups under varying conditions. Accounting must provide
benchmarks and prior -year data and often explain those
numbers. Once a manager submits his or her budget, he
or she may be out of the loop. In fact, the manager may
need to be notified about how his or her final budget
looks compared to the original one he or she submitted!
This year, Lord will roll out Web -based budgeting for
all managers using tools developed in- house. IS programmers have created links to Human Resources data (maintained in PeopleSoft) and have developed tools that let
managers input adds, changes, and deletes to staff and
instantly see the results in dollars. In addition, administration screens allow Finance to upload depreciation data
based on current and planned assets and other fixed
expenses such as space rental and insurance. The manag-

er can then input variable expenses and instantly see the
results of the total budget. Further, department budgets
can be rolled together for a view from a higher level. Lord
expects that this project will go a long way toward "easing
the pain" that seemingly has been inherent in the budgeting process.

MANAGEMENTINFORMATIONSYSTEM

logs. The Web access screens are user friendly —and really
fast! Users can pick items and add to their "shopping basket," obtain workflow - driven approval, use their American Express procurement card to purchase, and direct the
expense to a validated account automatically. Besides the
benefits to the users and the time saving for both users
and Purchasing, the Purchasing Department is able to
capture large amounts of data and use this information
to drive volume discounts with approved suppliers. Purchasing is only one aspect of e- business, of course. The
pilot merely demonstrates the capability of the Web to
form cohesive, productive supplier chains that react
quickly to market stimuli.

The Hyperion Spider -Man application is an example of a
management tool that obtains fast, dynamic information
from the accounting department through the intranet. A
manager may access a Web page designed specifically for
this use. Security is defined by user, so each user has
access to predefined dynamic and /or static data. For
example, if a manager has access to all divisions, he or she
RETRIEVAL,ARCHIVING,ANDKNOWLEDGE
may select criteria (sales, for example) and see sales for
MANAGEMENT
division 1, then for division 2, then for consolidated sales.
With the majority of information online today instead of
With a click of the mouse, the sales may be viewed by
on paper, retrieval and archiving of data are changing sigmarket segment, geographical territory, product family,
nificantly. Storing detail in boxes and reports on microor any other report already designed in Enterprise. Furfiche is no longer an advantage to management
ther, the manager can be notified when any variances
accountants, even though it's necessary for legal consideroccur that are outside predefined limits. For example, the
ations. What we really need is quick access to historical
program will notify the manager if sales fall below plan in
data in a form that allows for analysis. We should be able
a particular region. The website where this information
to key on certain criteria and retrieve the relevant data
resides can be as glitzy or as plain as you like.
with a minimum of fuss, detail included.
Managers can use Spider -Man to distribute the monthAn often - overlooked opportunity is software that
ly, quarterly, and annual financial packages, including
enables archiving and retrieval. One such package is
commentary, to the right people on a timely basis while
Excalibur, a PC -based system that "files" scanned -in
saving the cost of paper and the time to make copies. By
documents in specific file drawers in specific file
clicking on an icon, you can
rooms. Upon entering this virexport data to a spreadsheet
tual file room, you can quickly
M AN AG E M E N T AC C OUNT ANT S
for further analysis. You can
review necessary data from
use a graphing engine on the
various file drawers. For examS HO UL D BE ABLE TO KEY ON
Web to convert data to picture
ple, Lord has scanned all the
form. One caveat —build the
invoices
related to major capiC E R T AIN C R IT E R IA AND
website at your own pace
tal acquisitions for the past
because more data mean that
RE T R IE V E T HE RE LE V ANT
several years. These invoices
more reports (and security)
can be retrieved by project
DAT A WIT H A M I N I M U M OF
must be carefully maintained
number, description, project
to offer accurate and timely
leader,
location of asset, or any
F U S S , DET AIL IN C L UD E D .
information. Your accounting
other predefined criteria. In
department may need to hire
addition, once such informaor train its own webmaster.
tion is obtained it can be tallied in a variety of ways —
number of capital acquisitions in a given year or a
E-BUSINESS
given state, sum of dollars spent, and so on.
Lord has developed a pilot program that lets employees
Another software package is Greenbar, which stores
purchase office, lab, and production supplies from five
reports in a format that allows keying on specific cateonline catalogs and that lets them submit automatic reqgories of information within the report. For example, a
uisitions to Purchasing for items not found in the catareport of shipments for the month may be re- sorted by
Se p t em b e r 2 0 0 0
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customer, date, or product. It may be combined with other monthly reports to produce a full history on a customer. The resulting re -sort can be downloaded to Excel
for further analysis or presentation.
Microfiche has been replaced by "burning" necessary
reports on CD. This method is less expensive and lets
accountants download reports in many formats, most
important to Excel or database software, where historical
data can be searched, sorted, and reported in less than
half the time it would take to print paper microfiche
reports and rekey the data.
The above methods are relatively inexpensive ways of
using internal data to our advantage. They bring up
"knowledge management," a topic that's becoming more
crucial to the success of a company than ever before. The
sheer size of companies these days means that the task of
getting information from one department into the hands
of another (possibly separated by geographical distance,
divisional barriers, or functional barriers) is extremely
difficult. Yet there have been many examples where information shared across an enterprise resulted in competitive advantage, new products, and massive cost savings.
Here, again, management accountants can take a leading
role in providing this opportunity for their
organization.

ISVS.ACCOUNTING
The relationship between Accounting and Information
Systems, at times adversarial, at times codependent, has
changed dramatically. IS has been centralized and
decentralized, and centralized again, each time to better
serve its customers. Still we complain that our short term needs aren't being met because everything written
in COBOL or FORTRAN and attached to an integrated
system on a mainframe takes so long to maintain,
upgrade, or revise. Now IS has given the technology to
accounting and set us loose! The question is —are we
ready?
We accountants are setting up our own databases and
our websites and disseminating analytical data daily. We
do this to provide strategic value to our company. Both IS
and management accountants now have new roles. The IS
department is commissioned to provide connectivity via
intranet support, telecommunications support, hardware
support, and advice. It is no longer strictly or even mostly
in charge of programming. Accountants must embrace
the gifts of the technological explosion, grab the reins,
and select the tools that will provide management with
analytical data.
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POWERTOTHEACCOUNTANTS
Management accountants have never been in a better
position to positively impact the results of the company.
With judicious use of widely available software tools,
accountants can transform a traditional legacy system
by doing everything from performing comprehensive
what -if scenarios for planning to providing up- to -theminute analysis on strategic goals to managing intellectual assets and stretching legacy systems to their utmost
potential. Just a few short years ago, accountants were
usually at the tail end of most processes —at the receiving end of sales and cost data, at the end of a queue for
reports to analyze, wrapping up processes by paying
bills, collecting on invoices, rectifying errors, reporting
on costs after the fact. Now at our command are powerful integrated systems to automate mundane transactions, methods to provide dynamic data quickly to
strategists, and methods to drill down and through data
to the finest details.
Before accountants gained these capabilities, only
product designers, salespeople, and manufacturing people
were seen as contributing to the bottom line. The rest of
us administration types have traditionally been labeled
"Overhead." But no longer! By speeding up and reengineering processes such as budgeting, analyzing, workflow,
and information retrieval and management, accountants
can offer a very real and quantifiable competitive edge to
a company. ■
Jean L. Lobaugh is a manager ofGeneral Accounting at
Lord Corporation. She has been with Lord since 1985 and
has varied experience in a wide range ofaccounting areas,
including implementation ofsystems, general ledger,
accounts payable, credit and collections, fixed assets, payroll
interface, and financial reporting, both domestic and European. She can be reached at Jean_Lobaugh @lord.com.
Ashutosh V. Deshmukh, CMA, CFE, Ph.D., is an associate
professor ofaccounting at Pennsylvania State University at
Erie. He can be reached at avdl su.edu.
1 Jean L. Pavlinko, "Paperless Payables at Lord," Manage ment Accounting, July 1993, pp. 32 -34,and Jean L.
Lobaugh, "Paperless Payables Pays Off," Management
Accounting,September 1996, pp. 31 -35.
2 Jackie Fenn, "Tools for Collaborative Design," December 18, 1997, (c) Gartner Group, Inc., Service document # Advanced Technologies & Applications
T -VIR -551.

er can then input variable expenses and instantly see the
results of the total budget. Further, department budgets
can be rolled together for a view from a higher level. Lord
expects that this project will go a long way toward "easing
the pain" that seemingly has been inherent in the budgeting process.
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fast! Users can pick items and add to their "shopping basket;' obtain workflow- driven approval, use their American Express procurement card to purchase, and direct the
expense to a validated account automatically. Besides the
benefits to the users and the time saving for both users
and Purchasing, the Purchasing Department is able to
capture large amounts of data and use this information
to drive volume discounts with approved suppliers. Purchasing is only one aspect of e- business, of course. The
pilot merely demonstrates the capability of the Web to
form cohesive, productive supplier chains that react
quickly to market stimuli.

The Hyperion Spider -Man application is an example of a
management tool that obtains fast, dynamic information
from the accounting department through the intranet. A
manager may access a Web page designed specifically for
this use. Security is defined by user, so each user has
access to predefined dynamic and/or static data. For
example, if a manager has access to all divisions, he or she
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may select criteria (sales, for example) and see sales for
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division 1, then for division 2, then for consolidated sales.
With the majority of information online today instead of
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on paper, retrieval and archiving of data are changing sigmarket segment, geographical territory, product family,
nificantly. Storing detail in boxes and reports on microor any other report already designed in Enterprise. Furfiche is no longer an advantage to management
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data in a form that allows for analysis. We should be able
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to key on certain criteria and retrieve the relevant data
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Excalibur, a PC -based system that "files" scanned -in
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Lord has developed a pilot program that lets employees
Another software package is Greenbar, which stores
purchase office, lab, and production supplies from five
reports in a format that allows keying on specific cateonline catalogs and that lets them submit automatic reqgories of information within the report. For example, a
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customer, date, or product. It may be combined with other monthly reports to produce a full history on a customer. The resulting re -sort can be downloaded to Excel
for further analysis or presentation.
Microfiche has been replaced by"burning" necessary
reports on CD. This method is less expensive and lets
accountants download reports in many formats, most
important to Excel or database software, where historical
data can be searched, sorted, and reported in less than
half the time it would take to print paper microfiche
reports and rekey the data.
The above methods are relatively inexpensive ways of
using internal data to our advantage. They bring up
"knowledge management," a topic that's becoming more
crucial to the success of a company than ever before. The
sheer size of companies these days means that the task of
getting information from one department into the hands
of another (possibly separated by geographical distance,
divisional barriers, or functional barriers) is extremely
difficult. Yet there have been many examples where information shared across an enterprise resulted in competitive advantage, new products, and massive cost savings.
Here, again, management accountants can take a leading
role in providing this opportunity for their
organization.

ISVS.ACCOUNTING
The relationship between Accounting and Information
Systems, at times adversarial, at times codependent, has
changed dramatically. IS has been centralized and
decentralized, and centralized again, each time to better
serve its customers. Still we complain that our short term needs aren't being met because everything written
in COBOL or FORTRAN and attached to an integrated
system on a mainframe takes so long to maintain,
upgrade, or revise. Now IS has given the technology to
accounting and set us loose! The question is —are we
ready?
We accountants are setting up our own databases and
our websites and disseminating analytical data daily. We
do this to provide strategic value to our company. Both IS
and management accountants now have new roles. The IS
department is commissioned to provide connectivity via
intranet support, telecommunications support, hardware
support, and advice. It is no longer strictly or even mostly
in charge of programming. Accountants must embrace
the gifts of the technological explosion, grab the reins,
and select the tools that will provide management with
analytical data.
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POWERTOTHEACCOUNTANTS
Management accountants have never been in a better
position to positively impact the results of the company.
With judicious use of widely available software tools,
accountants can transform a traditional legacy system
by doing everything from performing comprehensive
what -if scenarios for planning to providing up- to -theminute analysis on strategic goals to managing intellectual assets and stretching legacy systems to their utmost
potential. Just a few short years ago, accountants were
usually at the tail end of most processes —at the receiving end of sales and cost data, at the end of a queue for
reports to analyze, wrapping up processes by paying
bills, collecting on invoices, rectifying errors, reporting
on costs after the fact. Now at our command are powerful integrated systems to automate mundane transactions, methods to provide dynamic data quickly to
strategists, and methods to drill down and through data
to the finest details.
Before accountants gained these capabilities, only
product designers, salespeople, and manufacturing people
were seen as contributing to the bottom line. The rest of
us administration types have traditionally been labeled
"Overhead." But no longer! By speeding up and reengineering processes such as budgeting, analyzing, workflow,
and information retrieval and management, accountants
can offer a very real and quantifiable competitive edge to
a company. ■
Jean L. Lobaugh is a manager of General Accounting at
Lord Corporation. She has been with Lord since 1985 and
has varied experience in a wide range ofaccounting areas,
including implementation ofsystems, general ledger,
accounts payable, credit and collections, fixed assets, payroll
interface, and financial reporting', both domestic and European. She can be reached atJean_Lobaugh@lord.com.
Ashutosh V. Deshmukh, CAM, CFE, Ph.D., is an associate
professor of accounting at Pennsylvania State University at
Erie. He can be reached at avdl ftsu.edu.
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Accounting,September 1996, pp. 31 -35.
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Deep capital
expenditures
in technology
are reviving
ON APRIL 27, 2000, AT &T Corp. raised $10.6 billion in the largest initial
public offering in U.S. history. The issue was twice the size of prior record breaking IPOs —those of United Parcel Service, Conoco, and Goldman Sachs
Group, whose offerings were "plain vanilla" common stock. AT &T's 360 million shares in its Wireless Group were "tracking stock.'
Tracking stock, also called "letter" or "targeted stock," is a special class of a
corporation's common stock that is tied to the growth characteristics and

tracking -stock
finance.
But critics blast
its legitimacy.
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earnings performance of a subsidiary, division, product
line, or business unit. But despite investor enthusiasm for
them, tracking -stock shareowners are second -class corporate citizens: They have an equity claim on the cash flows
of the tracking subsidiary but don't legally own its underlying assets; they may receive some —or all—of the subsidiary's earnings as a dividend, but are guaranteed none;
and they may have voting rights, but if they do, they're
typically conditional or only
partial compared to those of
the parent company's common
shareowners.
Diversified companies create
these stocks to raise
capital and unlock value in a
high - growth or obscured division, fashioning —in Wall Street
parlance —a "pure play." But
issuing a tracking stock is extraordinarily complex, costly, and
rife with internal complications. It imposes additional fiduciary responsibilities on
corporate officers and boards of directors, incites internal
turf battles, creates cost allocation issues, and invites federal scrutiny as a tax avoidance scheme.

ONAFASTTRACK
Tracking -stock finance dates back to 1984 when General
Motors —at Ross Perot's insistence — issued GM "Class E"
shares to track its new acquisition, Perot's Electronic Data
Systems. GM went on to do the same successfully with its
Hughes Electronics subsidiary. But after that tracking stock finance stagnated —until recently.
Today, this old technique is on a new track. Out of 31
tracking stocks issued since 1984, 12came to market last
year compared to two in 1998 and two in 1997,according
to Spin -Off Advisors, LLC, an investment and advisory
concern. Twelve more are in the pipeline, but seven of
them are being delayed because of the bust in dot -com
stocks or bear market conditions.
Driving the revival of tracking -stock finance are the
large -scale investments in technology— particularly
e- commerce information technology —that companies in
industries as diverse as media and entertainment, pharmaceuticals and biotechnology, telecommunications and
financial services have made. Not only are new technology ventures devouring capital, but they're transforming
corporations back to the future —into more diversified
enterprises.
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But the conglomerate movement of the 1960s and
1970s,heralded by the likes of Harold Geneen of ITT

Corp. and Martin Davis of Gulf & Western Industries,
gave researchers such as Thomas J. Peters, Robert H.
Waterman, Michael C. Jensen, and Michael E. Porter grist
to prove empirically that diversification is flawed and
investors don't need nor want managers to diversify.
Thereafter, "stick to your knitting" became the mantra,
horizontal and vertical expansion the primary corporate
strategy —that is, until today's
era of biotechnology and electronic commerce arrived.
Now the only pure way for
analysts to value a small but
new high - growth division of a
large corporation is if the company spins it off in whole or in
part, divests it, or issues a
tracking stock. In finance theory, a parent company's stock
price should already fully reflect the value of all subsidiaries or business units. But that's theory. In fact, pure
stock plays these days tend to be the winners, according
to Jeffrey Haas, a New York Law School professor who has
studied tracking stocks.
Is General Motors an auto manufacturer or a satellite
maker? USX an oil producer or steel company? DuPont a
chemical business or agribusiness? Donaldson Lufkin &
Jenrette an investment bank or personal finance portal?
AT &T an e- commerce provider or a cell phone carrier?

BESTOFALLWORLDS
Splitting off a unit, segment, product line, or any other
separable business via a tracking stock gives management
advantages that a spin -off, divestiture, or equity "carve out" does not. A tracking stock lets management continue
to control the unit. It also raises cheap equity, allows low cost debt borrowing, and creates a currency to attract
executive talent and make acquisitions. Moreover, many
people argue that a tracking stock "unlocks value" in the
new division or in the parent company's equity that
investors may be discounting because of riskier start -up
assets in the corporation's portfolio.
"Tracking stocks enable big companies that have phenomenal businesses encased within them to capture value
as opposed to selling those businesses," says Barbara
Byrne, an investment banker with Lehman Brothers.
Conversely, tracking stocks can protect a company's pri-
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mary equity from risky new ventures.
They're also tax -free. To date, the Internal Revenue
Service hasn't ruled on the corporate tax liabilities of
issuing tracking stock, according to attorney J. Roland
Schiff of Gordon, Feinblatt, Rothman, Hoffberger &
Hollander, LLC. Because a tracking -stock transaction is
considered a distribution of the parent company's assets
and is tied directly to the risks of the company's other
divisions, it's only a distribution of participating preferred stock, and the proceeds aren't
taxable, says Schiff. What's more, if
either the parent company or the
tracking -stock unit were losing
money, the earnings from one
would offset the losses of the other

another business line without shareowner approval?
What are the dividend and voting policies of each class of
stock? Are they equitable and proportional? In what class
of shareowners are managers' tracking -stock units creating value?
Mark C. Minichiello, a principal of Spin -Off Advisors,
LLC, doesn't like tracking stocks. "The cash flow goes to
the parent, which may feed it to some other divisions," he
complains. Instead, Minichiello —an investor —wants to

for tax purposes.

EQUITYWITHOUTOWNERSHP
I?
Tracking stocks may be attractive to
management, but they're criticized
as a crooked form of finance that
denies investors their ownership
rights, stacks the deck in favor of
primary equity owners, and creates
thorny corporate governance
conflicts.
Tracking stock "is simply a second
class of stock of the parent entity,"
with holders having none of the legal
rights of the company's common
shareholders nor of shareholders of
a partially owned subsidiary, says Charles M. Nathan, a
partner of the law firm Fried, Frank, Harris, Shriver &
Jacobson.
Tracking -stock investors may receive a dividend based
on the earnings and growth characteristics of the targeted
stock unit, but if they do, they share it with the corporation's primary stockholders. Worse, investors may forego
the chance to profit from takeovers of the unit they've
invested in because control is vested with management
and the company's primary equity holders.
Managing two classes of stock with one set of assets
gives rise to a host of conflicts for corporate managers
and directors. Whose interests do directors represent?
Those of common shareowners or targeted shareowners?
How much payout of the tracking stock's cash flows
should common shareowners forego without compensation? How should costs —and thus earnings —be allocated? Can profits from the tracking unit be shifted to
66
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see where those cash flows are going and have his interests more equitably represented.
And there are no laws yet to guide the corporate governance of tracking stock. "Case law only directs the parent's board to use its business judgment to apportion
benefits and detriments among the two shareholder classes," says Nathan. Nor are executives at the tracked entity
responsible to shareholders of their unit. Instead, they're
responsible to the parent entity, and the parent management determines their careers and compensation.
Investors, nonetheless, have generally rewarded companies with tracking -stock transactions, argues Dennis
Logue, a finance professor at Dartmouth College's Amos
Tuck School of Business Administration. "Companies
that have announced such deals have seen a 1 % to 2%
jump in their stock, and that increase follows through
once the stocks are split," he says. "Fundamentally, it creates some value," Logue's research shows.

BYZANTN
I EACCOUNTN
IG
Still, investors have difficulty valuing tracking stocks. "If
you believe an asset is valued by the present value of
future cash flows, tracking stocks can't be properly valued
if investors don't own the assets," notes Minichiello.
Nor can investors in tracking stock be quite sure what
assets they actually own. Dividing profits between business lines is easy. But it's far harder to divide the assets
and liabilities. Perhaps that's why the accounting is "so
difficult to understand," complains Alex Zisson, a pharmaceutical industry analyst with Chase H &Q.
One reason may be that a tracking stock requires two
balance sheets: one consolidated balance sheet and one
for the tracking stock. Yet the two balance sheets don't
represent two separate companies in the traditional sense.
Although debt is consolidated on the consolidated balance sheet, it must be divided and allocated to the tracking stock, which requires mathematical gymnastics and a
dose of common sense.
"When you set it up, you allocate debt logically based
on cash flows and coverage ratios," explains Byrne of
Lehman Brothers, who helped USX separate its Marathon
Oil from its U.S. Steel business in 1991. "You also allocate
it with respect to the marketplace and the valuations of
other companies in the peer group," she says, adding that
it's critical also to consider the leveraging of the tracked
entity, "because you don't want to overleverage it and
affect the valuation' Once the balance sheets are put in
place, companies must devise formulas for shared cost
allocations.

FN
I ANCA
I LPERFORMANCE
Perhaps the intrinsic problems of tracking stocks account
for their mixed financial performance. According to Spin Off Advisors, LLC, only nine of the 31 outstanding tracking stocks have outperformed the S&P 500 since they
were issued.
The tracking stocks with the biggest gains to date relative to the S &P 500 are Sprint's PCS Wireless and Perkin
Elmer's Celera Genomics (see "Tracking -Stock Scorecard," p. 65).Three biotechnology issues from Genzyme
General also have outperformed the S &P 500.The worst performing trackers are largely confined to dot -com
units: Ziff -Davis Incas ZDNet, Donaldson, Lufkin & Jenrette Incas DLJ Direct, General Electric's NBCi broadcasting website, Snyder Communication's Circle.com, and
Disney's Go.com.
Annualized returns of all tracking stocks issued before
1999 were 11.7% a year, whereas the market earned 21%

annually, according to research by Matthew T. Billett and
Anand M. Vijh, finance professors at the Tippie College
of Business at the University of Iowa. Fully half of the
11.7% return was driven by one tracking stock, Sprint
PCS. Without Sprint PCS, the remaining trackers earned
just 5.7% a year, the research showed.
This year's stock market correction may have deflated
issuers' enthusiasm for tracking stocks. The New York
Times Company delayed issuing a tracking stock in its
New York Times Digital unit, which houses the Web
edition of The New York Times newspaper, because of
Wall Street's increasing ambivalence toward unprofitable dot -com companies —as did Dow Jones & Company (see "A Clogged Pipeline of Tracking Stocks ?,"
p. 66).Peter Kann, Dow Jones' chief executive, said that
stock market conditions "rendered the proposition
moot for now."

GOVERNANCESOLUTO
IN
Stock market woes aside, tracking stocks might perform
better if investors weren't disenfranchised equity owners.
Lawyer Charles M. Nathan suggests two structural methods to keep the tracking -stock system honest. One is marketplace discipline. If the parent mismanages the tracked
entity or puts its ordinary shareholders first too blatantly
or too often, the market will vote with its feet and exit the
tracking stock.
Another improvement is a voluntary governance
system in which the parent board includes a committee
of outside directors who review conflict situations
involving the two classes of stock and resolve these
issues fairly, Nathan suggests. Senior management of
the tracked entity would be accountable to the board of
the tracked entity. And this board should have authority to hire, evaluate, compensate, and fire its management team.
"Having created a measure of true independence and
autonomy at the tracked entity, the parent board,
through its tracking -stock committee, can obtain direct
input from the tracked entity without having it filtered
by the parent's management," Nathan says. With these
measures, tracking shareholders can be assured that
their interests are being represented fairly both at the
tracked entity and parent board levels and that they will
get a fair shake from the corporate governance system,
he asserts.
But until these kind of measures are instituted, "The
reality of investing in tracking stocks is you have no
rights," Minichiello says. ■
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magine a company with more than $1 billion in revenues but with
profit margins in the low single digits. Now imagine peering into the
guts of the company, looking for opportunities to improve operational
effectiveness. We did exactly that at LAB D, a multinational distributor of
scientific and laboratory products with revenues in the billion - dollar range.
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We discovered that there was
room for significant operational
improvement in the Accounts
Payable and Inventory Control areas.
One telltale sign was that people
were manually handling tens of
thousands of invoices as well as
"touching" them many times over. It
became obvious that the existing
process was overly complicated, costing the company time and money.
LAB D chose to implement the
"Payment on Receipt" or "Evaluated

say, the accounts payable and inventory control people were busy entering
and reconciling invoices and wasting a
lot of time with redundant tasks.
The existing vendor payment system also left a lot to be desired. LAB
D paid vendors when it received an
invoice, which was typically before it
received the shipment of goods.
Once it received the goods, someone
checked them out, noted any differences between what was invoiced
and what was received, and made a

We di s co v e re d t h a t e ac h in v o i c e
wa s h a n d l ed mu l ti p le ti mes b e fo r e
pa yme n t wa s a p p r o v e d . . . . Th e
accounts payable and inventory
co nt ro l p e o p le wer e ...wast in g a lo t
of time with red u n d an t t asks.
Receipts Settlement" (ERS) practice
to address the inefficiencies associated with vendor invoice processing.
As a result, it expects to save nearly
$1 million in financing payables,
improve productivity of accounts
payable and the inventory control
staff —and boost the bottom line.
We've examined what worked and
didn't work in LAB D's implementation and why mid -cap distribution
firms really can benefit from an ERS
system. In LAB D's case, for starters,
the company was facing intense
margin pressure because competition was growing in its space. So
while it was working on ideas to
increase revenues, the company also
realized it needed to cut costs where
possible.
We discovered that each invoice
was handled multiple times before
payment was approved. Needless to
70

STRATEGIC FINANCE

I Sep t em b er

2000

note of it in the next payment. So
the company carried someone else's
debt —many vendors' debts, in
fact —for at least an entire payment
cycle, month after month. LAB D
was aware of the operational
problems —not to mention the cash
management implications —of this
business practice.
It became obvious that ERS would
make this system more efficient.
LAB D anticipates saving between
$800,000 and $1 million annually in
interest expense when the project is
fully phased in. (The company plans
to use ERS for $900 million in aggregate purchases yearly and used 6% as
the opportunity cost of capital and
between five and seven days of additional float to arrive at the interest
expense savings.)
In addition to the finance charge
savings, the ERS system allows many

of the positions in accounts payable
and inventory control to be consolidated, which will save an estimated
$100,000. More consolidation is
forecast when the project is fully
implemented, with EDI and Web
support for vendor drop -ship orders
further reducing the manual handling of invoices.
While an ERS system can help
save a business time and money,
without management's support, the
practice would never live up to its
potential. We worked with the senior
management team at LAB D and
were very lucky to have someone
leading the implementation who
understood the benefits of ERS and
helped us get everyone on board.
We focused on the following key
relationships and actions during the
implementation:
• Vendor relationship
management;
• Process redesign, organizational
redesign, and change
management;
• Software application
development;
• Training; and
• Deployment.

VENDORRELATIONSHIP
MANAGEMENT
If there's one aspect of this practice
that stands between success and failure, it's how vendor relationships are
managed —from the initial discussions to the actual rollout. We also
discovered that the process of bringing all vendors up to speed is a giant
one, and it was often difficult to stay
in touch with all of them at the same
time. The best practice for implementing this system is to work with
one or two of your top vendors first
and then roll out the system to the
whole vendor community.
But first and foremost, everyone

As the name implies, the
D VR C h f R

Payment on Receipt (also

Figure 1:

known as Evaluated
Receipts Settlement or ERS)
Pup
ClR D

practice involves payment to

E R

Vendor sends invoice
Vendor
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the vendors based on goods
received as opposed to paying the vendors based on

Place order

O ®

with vendor

Vendor ships goods
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A/P enters invoice
Reconciles documents
Sends payment tovendor

The practice isn't a new
idea; it has roots in the
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t

the receipt of an invoice.

°

Vendor receives payment

Inventory
control

automotive industry and has
Warehousereceives goods

been used by a number of

Goodsreceipt

manufacturing firms.
Here's how it works: Traditionally, the receipt of an invoice from the vendor triggers a multistep process
that culminates with the payment to vendors. Typically there's a delay of a few days between receiving a vendor invoice and actually receiving and checking in the goods received. After the goods receipt report is
issued, usually there's a reconciliation process to verify price and quantity among the three documents —the
purchase order, goods receipt report, and vendor invoice. (See Figure 1.)
ERS calls for the elimination of invoices from the vendors. On a daily basis, the ERS system generates
invoices on behalf of the vendors using the price information from the purchase order and the quantity information from the receipt. (See Figure 2.)
Here are some major benefits of the ERS system:
• Saves interest expenses for financing payables, which could be significant depending on timing.
• Removes invoice generation and transmission steps for the vendors regardless of whether the order is
paper -based or electronic.
• Eliminates a number of vendor invoice processing activities, including reconciliation of price and quantity.
• Improves productivity of accounts payable and inventory control personnel.
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must be on the same page. LAB D's
executive team was solidly behind
this initiative and wanted all the vendors to be on ERS from day one of
the implementation. As with any
business relationship, frequent and
open communication is the key. The
executive team helped draft the initial letter that was circulated among
the vendors. The ERS team talked to

cally reduced. A number of reconciliation- and receipt - related exception processes were eliminated.
LAB D had to walk a thin line
between immediate attrition and
retraining and redeploying the affected associates. Because of the phase in schedule of the new system, many
employees stayed in the same capacity, which held the company back

would support payment reconciliation at the vendor's site. The end
product is a system that automates
the generation, registration, and
approval of product -to -stock invoices while paying attention to the
accounting procedure required by
LAB D. We decided to handle additional invoice charges that aren't part
of the original agreement outside the
ERS system.

Support for ERS procedu res is no w
a requirement fo r any ven dor
interested in workin g with LAB D.
the vendors regularly; the members
focused on establishing good relationships with the accounts receivable departments. And because
vendor relationships are so important to LAB D's distribution business, the CEO personally assuaged a
number of vendors' concerns.
But the benefits of ERS aren't only
for the distribution company. With
this system, the vendors no longer
have to generate invoices, which
saves them time and money.

PROCESSREDESIGN,
ORGANIZATIONAL REDESIGN, AND
CHANGEMANAGEMENT
As would be expected, an operational change this big comes with
change management issues. LAB D's
accounts payable, inventory control,
and inbound warehouse functions
underwent organizational process
changes as well as business process
changes.
Within the accounts payable and
inventory control departments, reorganization was inevitable: With the
ERS system implemented, work
related to registering and approving
product -to -stock invoices was drasti72
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slightly. LAB D also had to revise
trading partner agreements: Support
for ERS procedures is now a requirement for any vendor interested in
working with LAB D, and vendors
are required to quote accurate price
information in a timely manner.

SOFTWAREAPPLICATION
DEVELOPMENT
AND IMPLEMENTATION
While we were implementing the ERS
system, LAB D was also installing
new software packages in its Order
Management, Demand Replenishment, G /L, A/R, and AN departments —and in other departments of
the company as well. Obviously, the
entire information management
system was being restructured, which
made the ERS implemenation even
more challenging.
We were able to customize LAB
D's evaluated receipts settlement system. We conducted a number of
work sessions to understand the
company's specific ERS requirements, given the nuances of its operations. Together, we decided on a
number of applications that would
fit its needs, including one that

TRAINING
We helped LAB D prepare for
process and organizational changes
within the company during the
course of the implementation cycle.
LAB D's ERS team members took
charge of the training and dissemination of the organization redesign
communication within the company.
We were fortunate to have a very
capable LAB D individual as part of
the ERS team and to provide leadership from LAB D's perspective. This
person took charge of all vendor
communication and developed
training material for both internal
and external parties. LAB D paid
special attention to training all
employees to make sure everyone
understood the new practice and
was comfortable with it.

DEPLOYMENT
Rollout was scheduled to happen on
a region -by- region basis in parallel
with the rollout of the new software
functionality. When I left the project,
the national rollout hadn't been
completed yet, but since then I've
learned it has been finished and that
the ERS implementation is a work in
progress.

WHATWELEARNED
There are a few key lessons from this
case study that you can apply if your
company sets up an ERS process.

♦ Ensure project success through

the ERS implementation, as well as

Chellaswamy "Kumar" Kumaraguru-

executive sponsorship.

not having extended ERS to drop -

♦ Assemble an ERS team with rep-

paran was a senior manager in the

ship invoices.

resentation from accounts payable,
inventory control, and warehouse

From our experience, the interest
expense savings alone could justify

operations along with leaders capa-

the implementation of the ERS prac-

Now Kumar is working for an Inter-

ble of driving change initiatives.

tice, especially in the $1 billion -plus

net start -up focused on leveraging the

♦ Pilot your ERS implementation

wholesale distribution market, where

with your top one or two vendors

low profit margins are the norm.

before the entire rollout.
♦ Keep your vendors' process

mid - Atlantic commercial practice of
Unisys Corporation until July 2000.

power of wireless communication.
You can get in touch with him at

Millions saved really can be millions earned. ■

ckumaraguru-patan@worldnet.att.net.

requirements in mind when designing your ERS system.
♦ Tell your vendor community

to help keep America strong'

about your organization's intent to

for those who need a hand ""

use ERS with adequate lead time to
ensure your vendors have enough

just for our children —

time to make process modifications
in their organizations.
♦ Develop clear, unambiguous
documentation around the ERS
process, share that with your pilot

"America W orks Because W e're W orking For America"

vendors, and solicit feedback for
improvements.
♦ Understand that your vendor's
organization will undergo changes
similar to the ones in your organization. Show empathy during implementation and rollout.
The upshot of all this work and
time is that LAB D now has 30,000
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purchase orders per month automatically turning into vendor invoices
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We followed a holistic approach to
implementing ERS at LAB D. There
were a few bumps along the way
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because of the number of initiatives
that were going on at one time. And
LAB D faced challenges in bringing
ERS to the entire vendor community
at once.
LAB D is reaping the benefits of
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interest expense savings because of
the additional float time, although it
hasn't yet fully realized the benefits
of consolidation in the accounts
payable and inventory control functions because of problems outside
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BY LOIS S. MAHONEY AND JUDITH K. WELCH

hey may not entertain you like Jurassic Park, When Harry
Met Sally, and Titanic, but PC movies, a new way to deliver

computer application training, are the hot ticket to cutting
training costs while ensuring a consistent learning experience.
Employees can watch movies —on their own computer —to learn
ca
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exactly what menus and buttons to click to use the features and

W

functions of a software application. It's a practical new approach

0

to training, especially for companies with sites across the country

N

or around the world.
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ly record every click, scroll, and
action on the screen

ven a voice

for narration. These simple and flexible multimedia applications turn a
personal computer into a VCR.
That's right, a VCR. You pause. You
fast - forward. You rewind. You
record. Just like watching a movie on
your home VCR. With this
approach, the training moves at a
pace that's right for any student.

Figure L• CUSTOMIZED TUTORIAL::

Here's why we give PC movies
two thumbs up, what you can use
them for, how to create one, and dis-

Easily create tutorials for employees to view on the PC. Short movies with audio can
illustrate many features of application software. For instance, the PC movie example
above illustrates how to use the MS Excel Macro recorder and edit and copy the Visual

tribution methods.

Basic code created during the recording.
Demo�available�at�reach�ucf�edu�/—�acg4401 /scm first ht—

BLOCKBUSTERADVANTAGES
Studies show that people using PC

movies perform as well as those having person -to- person
training. The movies provide the same basic training as

Consistent quality training for all employees no matter
where they're located because they view the same instruc-

live training, but with PC movies the company doesn't

tional PC movie. And that also means that all locations

have to provide repeated training presentations of the

are following the most up -to -date company computer-

same material. And there are other benefits as well.

ized procedures.

A key benefit for those of you with multisite locations
is you don't have to spend time and money on travel
related to training. With PC movies, all employees have
C-)j: �

easy access to a training
tool. The end result?

Tablel:

They're convenient as well. Instead of having to plan
around a training session, you can view these company made movies when you have time. And what could be
more convenient than viewing movies on your PC? After
watching the movie, you can always go back and review it

PC M O V IE APPLICATIONS

PROGRAM

CamtaslaTM Recorder
jnd F

CameraManTM'

HyperCam

ScreenCam

DEVELOPER

TechSmith®

Motion Works

Hyperionics

Lotus

WEBSITE INFORMATION

www.techsmith.com

www.mwg.com

www.hyperionics.com

www.lotus.com

Full- Screen
Recording

Window sizing
available

Window sizing
available

Window sizing
available

Yes

Playback

Stand -alone or
Windows AVI

Windows AVI

Windows AVI

Stand -alone or
proprietary player

Editing

Limited with producer

Editor included

No

Limited

File Formats

AVI and two
streaming formats

AVI (Win) and
MOV (Mac)

AVI

Proprietary SCM or
AVI (nonstandard)

Platform

W in95/98/2000/NT

Win95/98, Mac

Win95 /98/NT

Windows 3.1/95/NT

$149.95

$69.95

$30.00

Free with MS Office

FEATURES

STREET PRICE
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if you have problems with an application. If these movies
are kept short and easily digestible, an employee can
review them on an as- needed basis and avoid taking up
other employees' time with obvious questions.

MANYUSES
Here are some of the things PC movies can do:
Demonstrate computerized accounting applications,
Reinforce and document key concepts,
Provide a step -by -step review of how to perform
concepts that trainers demonstrate, and
• Provide remedial assistance for prerequisite skills.

•
•
•

ComputerizedAccountingApplications
Not only are they a fast and effective tool for new
employee accounting application training, but they also
serve as an excellent training tool for all employees on
new software applications. PC movies can demonstrate
computer applications for any accounting need, including
package and custom accounting software and spreadsheet, statistical, presentation, and word processing
software.
In particular, they excel at application development
learning tasks. For example, new employees can learn to
enter data into a computer package, run stock reports, or
query a database for information. In order to keep the
length manageable, each movie should teach a single
learning task. To demonstrate more complex tasks, a
series of movies can be sequenced together. Figure 1
shows an example frame of a PC movie on how to develop and use macros in MS Excel. To download a movie,
visit reach .ucf.edu /— acg4401 /scm_first.htm.

DemonstrateandDocumentConcepts
PC movies also can demonstrate any technology implementation of accounting concepts as well as document
complex accounting spreadsheets. Employees can be
trained to use software to enhance their data analysis
skills. For example, a movie could demonstrate how "conditional formatting" in a spreadsheet application finds
outliers in a data set. For an existing spreadsheet file, a
movie could show how the analysis is accomplished.

Step-by-StepReview
These movies can both reinforce and augment computer
application procedures taught by a trainer. They can help
review what employees learned in a hands -on training
session along with providing specialized movies for
employees with specific needs. For example, data entry

employees could review what data to enter and where in
order to perform payroll procedures. An additional movie
could then demonstrate the procedures to complete
before running payroll registers and checks for a select
few employees. Their show- and -tell style helps in a very
nonthreatening way.

RemedialAssistance
PC movies can provide remedial assistance for prerequisite skills for using basic spreadsheets, word processing,
databases, and other computer applications. For example,
movies could demonstrate how to use a basic "if function," record a macro, or perform a mail merge. Employees who perform a task occasionally could use a movie to
review the procedures. Movies can be developed for all
essential computerized skills required for all employees.

Figin2 DEVELOPING A PC MOVIE

RecordButton
Stop Button
PlayButton
1. Acquire and install a PC movie application (CamtasialA,
CameraMan'"', Hypercam, or ScreenCam —see Table 1).
2. Select preferences concerning audio quality.
3. Plan the movie: Identify learning objective, material /application for demonstration, and prepare outline of task.
4. Open the application (such as a spreadsheet or presentation application) and the specific file to be demonstrated
during the movie. Practice the computer-specific tasks, and
plan the audio to correspond to these tasks.
S. Open the PC Movie Recorder application and select File
New from the menu bar.
6. Click Record on the PC Movie Recorder application control,
and perform the actions practiced in step 3 above. Record
the audio simultaneously with the actions, or, if you prefer,
record the audio later.
7. Click the Stop button or press the ESC key to end recording.
S. Save the movie by selecting File I Save as from the menu
bar, name the file, and select an appropriate format
9. Review the content by clicking on the Play button, and, if
necessary, record the movie again.
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SOYOUWANTTOBEA
PRODUCER?
ral ,

With today's technology, even

Movie Data

\ Lotus Notes)FX F'

novice computer users can create

Fde
Durahorr

5 min. 11 sec

PC movies easily and quickly.

Contents:
Segments;

sound and screen
1

Location
Revised.

D:� pcmoviel3artpte.scm
8/28/98 8:34 PM

Thanks to a variety of software
packages, it's simple to produce a

_

Movie Size:
4.181 KB
Movie Version: Lotus 5creenCam 97 Movie

movie, and you can copy it for

Aulha:
Company:

free. PC movie software includes

Judy and Paul Welch
.
Home

ScreenCam by Lotus, Camtasial
Recorder and Producer by Tech -

Description:

Smith®, HyperCam by Hyperion ics, and CameraManTa' by Motion

OK —

Works. These applications are reasonably priced at less than $150.

Figure 3: RECORDING AND PLAYING MOVIES

bleb

(Table 1 compares the features of

Movies are easy to record using aVCR -type control. Simply plan out the organization and

these applications.) Mi n imu m

demonstration you want, click on the Record button, narrate as you demonstrate the appli-

system requirements include a

cation, and stop the recorder when you finish. The property window reveals length and size of

486 computer, sound card, speak-

the movie. To load a movie, click on the red square button and select the movie. To start the

ers, mou se, a microphone for

movie, simply click o n the green triangular or Play button.

re c o rd i n g v o i c e, a nd a p pr o x i ma t e -

Editing capabilities a re limited.

ly IOMB free disk space for
recording.
There's no need to involve multimedia developers
because you simply click on the Record button to start

AROUNDTHEWORLDINMINUTES
As long as you do the right planning, you'll find PC

the movie process, demonstrate the on- screen activity

movies are relatively inexpensive to create and easy to

with narration appropriate for the learning experience,

distribute. In fact, you can distribute them around the

and click the Stop button when finished. Then you save

world in a matter of minutes by e-mail, CD, diskette, or

the file using the File menu. Usually these applications
allow the developer to save the file in a proprietary for-

Lotus Notes. Better yet, put the PC movies on a website
so you don't have to distribute them. Create a down-

mat, Microsoft's AVI, or as self - executing, stand -alone

load site with instructions, and /or place files on a CD-

movies. Figure 2 features the instructions and controls for

ROM for employee convenience. Employees can

a sample application.

download and view movies from the convenience of

On the downside, preference selections and editing

their homes. Even with compression tools, file sizes can

capabilities are limited. You can choose audio recording

be large for relatively short (five- to seven - minute)

quality, and, for some applications, you can feature cap-

movies. You can also distribute them through e-mail or

tions on the screen, but that's about it. Unfortunately,

a diskette.

these applications generally don't allow editing of the
files. Due to the multimedia nature of PC movies, the file
sizes tend to be huge. Increasing the sound quality, monitor resolution, and monitor colors cause file sizes to
increase dramatically. To keep the file size manageable,

As you can see, the uses of PC movies are many, but

the key ability is step -by -step instructions on how to use
computer applications. You can view PC movies at the
office or at home at your own pace and skill level. The
advantages by far outweigh the disadvantages. ■

select the lowest combination of these attributes that produces an acceptable result.
Using the PC movie, of course, is even easier than creating one. If the PC movie is a stand -alone movie, you
double -click on the file to view it. Alternatively, you may

in the School of Accounting at the University of Central

need to download, again, free, a PC movie player, which

lmahone} ftegasus. cc,ucfedu and Judith at (407) 823 -5659
or iwelch @pegasus.cc. .edu .

works similar to a VCR. (See Figure 3.)
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Lois S. Mahoney, an assistant professor of accounting, and
Judith K. Welch, an associate professor of accounting, teach
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Managing All
That Paper
New inkjets from Xerox
include two WorkCentre
combination machines.
Occupying one table
instead of four, the Xerox
M9 Series combine printing, copying, scanning,
and faxing. The M940 can
print up to 12 pages per
minute (ppm) in black
and 7 ppm in color on any
paper with up to 1200 dpi
resolution. The M950 features a 20 -sheet capacity
set document feeder and
produces full-color legal size copies. Both machines
also have a 600 x 600 dpi
flatbed scanner so users
can import color images
to their desktops as well as
send and receive faxes via
a PC modem. The
DocuPrint M750 and
M760 are color inkjet
printers selling for less
than $200. Both printers
have Xerox eXpress mode
that speeds up printing to
10 ppm black and 6 ppm
color for the 750 and 12
82
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ppm black and 8 ppm
color for the 760. Both
inkjets use the InkLogic'
system to save ink with
individual cartridges
(three -color plus black).
Onscreen warnings indicate low levels for the cartridges. Both printers have
PictureLogic' that produces 1200 x 1200 dpi
high - quality images.
Circle No. 50

Burning CDs?
The next step after you
decide to reduce that pile
of clutter to neat little
stacks of jewel boxes is to
figure out how to keep all

I Sep tem ber

of them from looking like
every other anonymous
stack of CDs. Fuji Photo
Film U.S.A. has the
answer for midsize service
bureaus and other institutional users —the Fujifilm
CD Labeler Model 1028.
With the 1028 Labeler you
can print full-color text,
logos, graphics, photos,
and more with surprising
detail and clarity at a
speed of about one disc
per minute. Using Windows 95/98/NT or the
Macintosh operating systems, the CD Labeler 1028
can print on the inkjetcompatible surfaces of
CD -R, CD -RW, CD -ROM,
DVD, DVD -ROM, and
DVD -R discs. Three print
resolutions are available
600 x 600 dpi, 1200 x
1200 dpi, and 600 x 300
dpi. The images are produced by three -color
(CMY) and black monochrome (K) ink types.
Circle No. 51

For smaller offices, the
home, and school environments, the NEATO
2000 CD Labeler
Kit from Fellowes is
an inexpensive way
to print labels for
CDs, the jewel case
liners, and even CD
booklets to insert in
the liner lids. You
design the labels on
a PC or a Mac using
templates and then
Fuj ifi lm CD La b e l e r
print on any laser or
M odel 1 0 2 8
inkjet printer. You

2000

N E A T O 2 0 0 0 CD
Lab el er Kit

apply the stick -on CD
labels using the NEATO
2000 patented CD applicator that comes with the
software and blank forms.
Circle No. 52

A Little Help,
Please
Sometimes, the smallest of
ideas can be significant—
bend a wire and you get
the ubiquitous paper clip.
The MONO® Dry Highlighter from Tombow
looks like an interesting
way to package a highlighter, like the white -out
tape dispensers. But when
you try one, you realize
the advantages of the new
system. The highlight line
is dry so it doesn't bleed,
and it even can be applied
to papers with hard or
glossy surfaces or to extra thin papers. And it doesn't
show up on copies. But
the most unusual thing
about this highlighter is
that it's erasable. Light
strokes of a pencil eraser

print or save the
captured images,
resize them, frame

TheNewComputersin
School I Michael Castelluccio, Editor

them, change the
color or convert to

r

s

_

■ REMEMBER WHEN THE NEW COMPUTERS AT SCHOOL

black -and- white, flip

were Apple Ils? With bulky keyboards and amber- or

or rotate them, erase

green -text monitors, they were usually kept in their own

parts, or merge two
or more images into

rooms, computer labs, apart from the general population. They were visited once or twice a week by classes

one. FullShot sup-

whose five- and -a- quarter -inch floppies were kept locked

ports 18 image for-

in the lab cabinets.

MONO® Dry

mats and can capture in

High ligh ter

modes from 16 colors (O-

This fall, some of the computers at school will be
arriving every day in the backpacks of the noisy crowd

bit) to 16.8 million colors
cleanly remove the bright

(24 -bit). Use the images in

film. Circle No. 53

manuals, training hand-

The FullShot image utility

outs, presentations, marketing materials, or for

from Inbit is now in its

Web pages. And now the

sixth version, and it's one

FullShot V6 Enterprise

of the handiest programs

Edition has included the

you can keep on your

Image123 program. The

hard drive. With it you

program lets you build an

can take snapshots of a

image database with

exiting the buses. The Palm and Handspring handheld

complete screen or sepa-

point- and -click functions.

computers already have found a place on college cam-

rate objects on the screen

It supports six indexes for

puses, and now they are finding the doors of second-

such as dialog boxes,
menus, and command

searching, has built -in

ary and even elementary schools. Competitive pricing

backup procedures, and

has moved them into the same territory occupied

buttons, or you can draw

allows browsing in

by pricey wardrobe and footware, and college students

around an area and cap-

thumbnail mode. The

already have discovered that the basic handhelds

ture that part of the

FastBuild tool can help

aren't much more expensive than a couple of

screen. Then you can

build a large image database automatically,

textbooks.
On the plus side of this migration of computers out

making it an invalu-

of the labs and into pockets, there are a number of

able add -on for

significant benefits. Perhaps most important, it has

graphic designers,

removed us even further from the "gee whiz!" mind -set

Web page builders,

that dominated our first reactions to computing —a

training specialists,

frame of mind that made us so appreciative of the

technical writers,

wondrous complexity of those putty-colored boxes that

and anyone whose

we became vulnerable to the half- baked, the beta, and

list of image files is

even the well- marketed cheeseware. The usually

proliferating out of

unstated truism of the hardware and software manufac-

control. A demo

turers, "But you don't understand how difficult this

version of FullShot

really is," became a defense for blue screens, incom-

is available for

patibilities, and outrageous prices. Today, we're less

download at

likely to buy this excuse, and our familiarity with the

■

T h e n e w Palm m 1 O O s a r e
less expensive and more colorful.
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Thelessonis

machines is partly responsible.
Remember Apple's Newton hand-

the[Palm]device

held? One of the truly great gee -whiz
products of the past, it's a part of the

itself—themedium

past because it didn't work very well.
And there wasn't much sympathy
elicited when users were told how diffi-

The grand prize winner was Geney,
a program designed to teach genetics
in grade and middle schools. The
second prize winner was Due Yesterday, a program that manages homework assignments and documents
students' progress and grades in

isthemessage.

cult it was to program a device to read
handwriting. Gee whiz quickly became

courses. Other winners include:
Four.Zero, which also tracks classes

Cheez Whiz ®. Palms and Visors, on the

and homework; iGraph, a graphing

other hand, work —hence their accept-

tool that teaches the concept of funcI the differences in such things as the

ance and success.
The greatest lesson of the Palm

water temperatures at different levels

devices in school won't be taught by
their flashcard programs, dictionaries,

of the pond.

tions for middle and high school students; Jesus Tracks, which provides a
virtual tour of the Holy Land; and

The adults, meanwhile, were mak-

CopyWrite, the winner in the Eight and

or skill drills. The lesson is the device

ing their observations on how the

Under category. This Australian pro-

itself —the medium is the message.

children in the two age groups

gram teaches letter formation by

And the message is, "If it works, give

adapted to the technology. Neither

replaying letters drawn by the teacher

me two. If it doesn't, forget the whin-

group had any trouble with the

and then the student, so both can

ing about complexity; just get your

devices or the notepad memos

see the stroke order and direction

hand out of my pocket." This is a les-

collected and shared by infrared

used.

son that hasn't been learned in every

transmission.

quarter of the economy and society.

The number of general programs

Obviously, the success of hand-

available for the Palm OS has been

Sometimes the more expensive, sec-

held computers in schools will

ond -best technology wins.

depend on the software available for

Measure that against the age of the

the devices. To get a cross section

device, and the future of development

In Class

of some of the better programs

in the public and educational sector

So how do students use the hand -

being written for the Palm OS, we

looks bright. The fact that many of

helds on campus? In colleges, the

can look at the winners in this year's

the programs are low -cost or even

utilities most often mentioned are the

Handheld Design Awards for Educa-

free won't hurt.

same as those on the list for busi-

tion sponsored by the Center for

As schools open this year, there

ness people —e mail, scheduling, con-

Innovative Learning Technologies

will be administrators carrying in their

reported to be more than 5,000.

tact and memo information. In

pockets a live link to the database of

elementary and high schools, the

the entire school population, records

lists are a little more varied.
An interesting pilot study was conducted in two Massachusetts schools
last year. Called the Probe right Project, a second grade and a fifth grade
were given Palm computers that had
temperature probes attached. Outside, the groups collected data on
temperatures in the air, in ponds,
piles of leaves, playground blacktops,
even their shoes, and then they were
asked to compare their work with oth-

Separate yourse /f
from the crowd...
Become a CMA (Certified
Management Accountant) or CFM
(Certified in Financial Management)
Let Lambers show you how you can
achieve these goals right in your own home!

Lanbm
CMAIMAt REWEW

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

ers and to come up with theories to
Circle No. 22

explain the changes over time and
84
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and schedules, as they roam their
buildings; some teachers will be
doing their grade -book records on
their Palms with Think DB, a relational database for handhelds; and if
a senior somewhere forgot to get a
copy of Wilde's The Importance of
Being Earnest for the summer reading
test on Monday, he or she will be
able to download a free copy to his
Palm or Handspring from www.
memoware.com. Reading the play and
taking the test will have to be done
the old- fashioned way. ■

I

By Robi n Cooper and Regi ne Sl agmul der , Edi tor s

SCM

Activity -Based Budgeting Part 1
A W EL L - D ES I GN E D ACT IVI T Y -BASED C O S T I N G

(ABC) system has three strategic objectives. The first is
to report accurate costs that can be used to identify the
source of firm profits. The second is to identify the cost
of activities so that more efficient ways to perform them
or produce their outputs can be identified. The final one
is to identify the future need for resources so that they
can be acquired more efficiently. To date we have
addressed the first two objectives but not the third. In the
next few columns we are going to discuss activity-based
budgeting (ABB). ABB uses the principles of ABC to estimate the firm's future demand for resources. ABB has two
advantages over traditional budgeting. First, it has the
potential of being more accurate, and, second, it provides
greater insights into why the demand for resources is not
linear with production volume.
At the heart of ABB is a reversal of an ABC system.
Instead of driving the cost of resources to activities and
then to outputs, we now drive the demand for outputs
to activities and then to resources. The classical North South process of ABC is replaced by the South -North
process of ABB (Figure 1). In theory, the ABB process is
easy. You tell the ABC system the demand for outputs and
run the model backwards to estimate the future demand
for resources (see Figure 2, p. 86). What could be simpler?
Unfortunately, a simple reversal approach does not
work well at all. Typically, the estimates for resource
demand that are obtained this way are hopelessly inaccurate. The source of these errors is not a failure of the central activity-based model but fundamental differences
between ABC and ABB. There are at least four reasons
why a simple reversal process will give highly inaccurate
estimates of resource demand: spending versus consumption patterns, secondary outputs, fungible resources, and
unavailability of detailed knowledge. This column in the
series describes the first two issues and why they are

problematic. The next column will address the last two
issues, and future columns will discuss how to overcome
the challenges posed by all four issues.

Spending vs. Consumption Patterns
ABC systems necessarily model the way resources are
consumed, not how they are acquired. That is, the systems relate the amount of resources consumed by activities to the outputs of those activities, not to the amount
of resources acquired in the period. It is this property that
allows ABC systems to report the same cost for products
from period to period (assuming no change in the quantity of resources consumed and the price paid for them)
even when the volume of production changes. This objective is achieved by removing the cost of unused capacity
from the cost of the resources driven to the activities and
then subsequently to outputs in the ABC model. In more
formal terms, the ABC is capacity adjusted.
Figure 1.
Activity -Based Costing

Activity-Based Budgeting

I*
When an ABC system is reversed, because of the
underlying resource consumption model the predictions
for future resource consumption assume that resource
acquisition and consumption are identical. This assumption works well for resources purchased using an "asSep tem ber 2 0 0 0
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needed" contract (for example, piecework). Therefore,
contract resources consumed (that is, labor) are equal to
resources acquired. For such resources, there can be no
unused capacity, and therefore a capacity- adjusted ABC
is not required.
But resources are not always purchased in the same
way that they are consumed; some resources are purchased using "in- case" contracts. For such resources, the
reversal of a consumption model does not always predict
accurately the amount that is spent on them (even if the
amount consumed is accurate). A simple example will
illustrate this point. Suppose that supervisors are hired
and paid on a monthly basis. Currently five supervisors
Figure2.NowActivity-BasedBudgetingEstimatesResourceConsumption

are kept fully busy. The output for the next period is
expected to be 10% higher than the previous period.
Reversing a consumption model predicts that 5.5 supervisors are required. However, you can only hire integer
supervisors. Thus, the firm has to hire six supervisors to
satisfy the demand for supervision. Thus, the reversed
ABC systematically underestimates the demand for
supervisors. It is only when, fortuitously, the amount of
consumed resources equals an acquirable amount that
the ABB estimate is "accurate:'

Secondary Outputs
The majority of ABC systems report the cost of only
three types of outputs: products or services, customers,
and distribution channels. These outputs are unique in
that revenues can be associated with them. Products can
be associated with their selling prices (typically, their
average selling prices), customers can be associated with
the revenue they generate through their orders, and distribution channels can be associated with the business
86
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that is transacted through them. Subtracting the costs
(derived from an ABC system) from these revenues gives
the profits generated by these profit objects. The ability
to report these profits is why most ABC systems are
designed to report their costs on an ongoing basis. In
contrast, the costs of other outputs of the activities performed at the firm, such as annual reports, typically are
reported on an infrequent, special basis.
The decision to report only the costs of profit objects
presented a few challenges for the design of ABC systems, but implementers solved them in the very early
designs (because these systems only reported these costs
on an ongoing basis). In particular, the cost of secondary
activities, such as those performed in the human
resources, information systems, and finance departments, are assigned to the cost pools of the primary
activity (those performed directly upon profit objects)
that they support. This assignment process simply
assumes that the cost of secondary activities can be
averaged across primary activities in a cost pool without
significant loss of accuracy. In most settings this is an
acceptable assumption.
But for ABB purposes, this design choice poses more
fundamental challenges. Assume for the moment that the
demand for profit objects for the upcoming period is
known (an assumption we'll challenge in the next column) -let's say it's 10 %. The reversed ABC simply will
assume that the demand for all resources increases by
10 %. But the demand for human resources typically will
increase by some smaller or larger amount. Therefore, the
simple estimate for human resources is inaccurate. The
solution is to estimate the demand for the outputs of the
human resources department (which is different from the
demand for profit objects). For example, to support the
10% expansion, the workforce might need to be expanded by 20% (the same ratio as for the supervisors above).
Therefore, the human resources department might need
to increase its size by 20% to cope with the increased
demand. The assumption that the amount of primary
and secondary activities alter in strict proportion is rarely
valid, and therefore more sophisticated modeling is
required. ■
Robin Cooper is professor in the practice ofcost management at the Goizueta Business School ofEmory University.
Regine Slagmulder is professor ofmanagement accounting,
Tilburg University (the Netherlands), and visiting professor
at the University ofGhent (Belgium).
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Business Partner and Corporate Cop:
Do the Roles Conflict?
In previous columns I described the new role that management accountants play
in their organizations. As business partners, their work is more analytical and less

a

transactional, more decision oriented and less compliance oriented. They are more
involved in running the business. They are key players on cross - functional teams,
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spending considerable amounts of time communicating
with people throughout the organization. Their new role
is more exciting and more challenging than their old role
as keeper of the financial records.
Yet they still are responsible for protecting the assets of the organization.
We asked management accountants in
leading -edge companies whether their
role as "corporate cop" conflicts with
their role as trusted business advisor
and business partner. Management accountants are aware of the dichotomy
but don't see a conflict.
"You ask the stickiest question we
face," said a Boeing accountant, "and it's
one we try and deal with every day. It
comes down to intellectual honesty. It's
reflected in the way we deal with our
people, the way we train them, and the
conversations we have with them. We tell them that first
and foremost we have to protect the assets of the company.
We have a fiduciary responsibility to the corporation,
and... we do not do anything illegal or unjust. So first and
foremost, they have to understand that.
"Second, they are here to work with the program or the
team and come up with the best or the most creative solutions they can. They can't just rely on what we've done before; they have to stretch and see what can be done within
the confines of laws and regulations. So we push program
service and creativity, but at the end of the day we come

back to controller enterprise solutions. At the end of the
day, our people have to use critical control thinking, look
at the program, and review where they've been and what
the concerns are. How do you train
people to do that? A lot of counseling
sessions and trial and error as you go
forward.'
"One of our roles is to properly report transactions and financial results," said an accountant at Abbott
Labs. "There are a lot of people who
would like to have the results portray
what they want to happen, not necessarily what is happening. So we've got
to be in a position to say `no'. Which
means that the policeman aspect of
our work is still there and still has to
be done. But it's not necessarily a conflict with our role as team member. I
call it wearing two hats. We have to wear the hat of the
management team to help them achieve their goals. And
we also have to wear the corporate finance hat to recognize that we have a duty to the corporate finance function
to do things right, to stand up for what has to be done,
and to say no when no is the appropriate thing to say."
A Hewlett- Packard accountant said, "When I became a
controller about five years ago, the first thing the general
manager said to me was, `If you're just going to be a policeman and not be a proactive business partner, you and
I are not going to get along at all."'
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As an example of how seriously
accountants take their fiduciary responsibility, another HP controller
said, "Business controls happen, period. They are important and are the
starting point for everything we do.
It means that you cannot violate a
business control. I talk about this all
the time so that there is no doubt in
anybody's mind where the business
team stands. Six months ago we got
into a situation where we were desperate to ship. The product was
ready, but the software wasn't. We
told our customers, `We can't ship it
to you. It was December — year -end
for them. They said, `We don't care,
just ship us an empty box. Just ship
it or I lose my budget and you lose
the order.' I said, `Obviously we can't
do that. I drew this picture for the
team. I said, `Let's say that our CEO
is at a dinner with other CEOs, and
some CEO comes up to our CEO
and says, "What are you doing to my
company? You sent a bunch of
garbage that you knew wouldn't
work so that my R &D engineers
could get around my accounting
folks." Our CEO is going to be real
embarrassed if that happens.' I
painted that story and everybody
was going, `Oh man, could that happen?' Yes, it's a small world, it could
absolutely happen. So people saw the
danger of going around the business
controls. It's one of those things that
as soon as you stop talking about it,
people start to creep back. They have
to keep hearing it on a regular basis'
So it appears that both roles are
expected in management accountants, yet they don't necessarily conflict. The decision support role actually helps management accountants
safeguard assets, and the fiduciary
role enhances their role as a team
player.
How do management accountants
90
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perform these dual roles? Commonly used techniques include assigning
more responsibilities to the business
organizations, being less obtrusive,
educating the organization, and taking on a participant role as opposed
to an overseer role.
"One of the things we've done at
Hewlett - Packard is to allow business
organizations to manage their authorization approval process .... I
don't have to sign every check or review every EO. to make sure it's
valid. I allow the business managers
within that organization to be responsible for that. Periodically, however, I will get a copy of purchase orders that appear to fall outside the
normal approval process.'
"One of the things my CFO liked
most about me is ... that I would say to
my team, `This is a totally stupid idea.
You can't do it because (1) it's outside
of business controls, or (2) you'll lose
money on this, or (3) it'll impact your
people's happiness or whatever: My
boss used to say to me, `Christine, the
reason you are ranked a 5 on a 1 -to -5
scale is because you're not afraid to
speak up: So I guess I gained their respect. They didn't mind me being the
policeman because I always put things
in terms of trying to keep them out of
trouble and trying to keep the business
competitive."
"It's education. I sat my staff
down and I said that business controls are paramount.... There are no
excuses for lack of business controls.
So without being a cop, I made it
very clear that there are no exceptions to this.... I gave examples of
when controls weren't in place.
Once, when we didn't have business
controls, two engineers signed a contract with another company that accidentally gave our technology away.
That was a problem."
The dual role means that accoun-

tants are the team members who
have to ask the tough questions that
nobody else wants to ask about
what's really best for a company. As
an example, an accountant said, "I
work with a marketing group that
doesn't think about profit. All they
think about is how many units they
can sell. I'm the one who has to say,
`I don't care how many units you
sell; the more you sell, the worse the
picture looks. Why are you selling
this product ?' I make them justify it
in a way they may not want to.
Marketing thinks quotas. They think
volume. And I have to say, `What
money are you bringing back in?
How are you going to recover your
investmentV These are not always
welcome questions."
The finance function has to be independent so that it can turn on a
warning light when something looks
like it's going wrong or a set of assumptions doesn't make sense.
Independence is enhanced with
communication from the top that
the finance function is a valued business consultant, coach, team member, and decision support group, but
it also has to be looking out for the
best interests of the company.
Do you play both roles in your organization? How do you balance
them? Should IMA develop training
courses in this area? Educators: Are
your students being prepared for the
dual role? ■
Gary Siegel, Ph.D., CPA, is associate
professor at the School ofAccountancy,
DePaul University, in Chicago and
president ofthe Gary Siegel Organization, an opinion research and behavioral accounting firm. He is coauthor,
with James Sorensen, of Counting
More, Counting Less, the 1999 IMA
Practice Analysis. Gary can be reached
at gsiggelenpost.drpaul.edu.
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It's true! The IMA Group Term Life Plan now offers up to
$ 1 , 0 0 0 , 0 0 0 i n m e m b e r c o v e r a g e , a n d u p t o $600,000 i n s p o u s e
cov era g e - a t ra tes t ha t a r e l ow er th a n th ey ha ve eve r bee n!

To find out more about the IMA Group Term Life Plan, call toll free 1 -800- 225 -6758. For inf orma ti on a bout the Acci dent a nd
Health Plans, call 1 -800- 424 -9883. For the Sm al l Bus ines s P la n,
call 1- 800 - 321 -1998. O r v i s i t o u r w e b s i t e a t w w w . i m a n e t . o r g .
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LEADERSHIP
Leadership. Many have claimed it. One has achieved it.
RobertHay is the leader in specialized financial recruiting, with offices worldwide.

GL Accountant
A renowned art museum is seeking a dedicated GL Accountant.
This position will be responsible for the general ledger, reviewing
accounts and making journal entries where necessary. Responsible
for all regular monthly financial reporting ofbudgets and special
projects to museum departments, support groups and volunteers.
Responsible for the effective functioningofthe minicomputer.
Work with museum's systems manager and software supplier to
manipulate system files and solve minicomputer- related problems
that arise in accounts payable and general ledger system applications. Bachelor's degree in accounting and 2+ years' experience in
general ledger and financial statement preparation preferred.
Salary and benefits to $40K.

Sales 6- Use Tax Specialist
Worldwide golf industry leader seeks sales and use tax accountant. Position supervises one individual who handles the majority
ofcompliance on 75 sales and use tax returns and monthly work
papers for the Canadian GST returns. Position focuses on the
balance ofthe compliance issues (1099 issues, tour player tournament w /holdings) and also handles research including
participating in company cross - functional teams. Great benefits
package including stock with salary to $65K.

Financial Analyst
A leading real estate development company is looking for a
Financial Analyst. An accounting degree and 5+ years' experience
in financial preparation is required. Must be able to design and
create financials and schedules. Good analytical skills and ability
to research and reach conclusions necessary. The candidate is also
required to have experience with cost accounting, cash flow
according to GAAP and adhering to SEC guidelines. This
innovative company is searching for a team player who is detail
oriented and has excellent communication skills. Position will
report to the accounting manager and controller ofthe real estate
development office. JD Edwards and Solomon preferred. This
position requires professional interaction with the company
stockholders and VPs. Salary to $48K

Senior Accountant
Well - established and growing oil and gas company is looking for
a Senior Accountant. This position is open as a result ofa recent
promotion. Responsible for preparing journal entries including
adjusting entries, reviewing the general ledger, preparing consolidated financial statements, reviewing and performing monthly
account reconciliation and analyzing account balances.
Additionally, this individual will assist in the year-end audit
through preparation of supporting schedules. The ideal candidate
will be a degreed accountant. CPA is preferred. Must have 3+
years' experience with exposure to financial statements, accounting systems and oil and gas accounting. Must have the ability to
work independently. The company has excellent tenure, a dedicated staff and provides opportunities for additional compensation through quarterly bonuses based on profitability. Salary and
benefits to $52K.

Energy :

eunting Analyst

Oil and gas client is looking for a dynamic accountant with
industry experience. Position provides accounting support to the
Gas and Power business unit. This opening will be responsible
for volume management analysis and maintaining the records of
downstream sales and inventory transactions for the business
unit. The ideal candidate will monitor and verify pipeline imbalances, reconcile natural gas accounts and receivable or payable
reports. Requires strong written and verbal communication skills.
SAP financial module capability required. Excellent company
environment and benefits. Salary to $53K.

Accounting Manager
Exciting opportunity for a highly motivated person to join a fantastic manufacturing company as an Accounting Manager. Will
be responsible for managing a staff of four and all financial
accounting functions including AM A/R, payroll, etc.
Understanding of GAAP and public accounting experience
preferred. Must have excellent computer background with strong
Excel skills required. Bachelor's degree in accounting required.
Salary $55 -65K.

Corporate Controller
This position requires a candidate who is big - picture oriented
and comfortable with instituting change. The ideal candidate
will also have excellent staff development skills and work well
with internal and external customers of the finance function.
Chance to join a dynamic, acquisition- oriented environment
with a variety of challenges and opportunities. This position
reports to the CFO. Salary $80 -100K.

Plant Controller
A $90- million manufacturing and construction division of a
publicly traded company is searching for a Plant Controller to be
responsible for all the accounting for one oftheir regional offices
while working from their corporate office. The ideal candidate
will manage the finance, accounting and administrative functions
for the region, including a manufacturing plant and six sales
offices. CPA, MBA or CMA a big plus. At a divisional level, for
purposes ofreporting to the parent company, this individual will
assist the VP ofFinance and the Corporate Controller with
reporting packages, consolidations, operational and cost analysis,
annual operating plans, forecasts and financial analysis. Good
benefits package and salary to $75K.

Accounting Manager
National consumer services company is looking for an
Accounting Manager. A degree in accounting and 6+ years
ofaccounting experience required. Position will report to the
Director ofFinancial Operations. Responsibilities include preparation offinancial statements, budgeting and forecasting and
managing the accounting staff. Will assist in the preparation of
monthly financial reporting packages for senior management and
the implementation ofnew ERP system to enhance efficiency.
Salary to $70K

Assistant Controller
A well -known real estate developer /property management
company seeks a degreed individual with 4+ years of accounting
experience in property management. Will be responsible for
accounting and reporting for a commercial portfolio consisting
of 15,000 square feet. Great benefits and a salary to $701.

Senior Business Process Analyst
Position available for a professional with strong process improvement experience relating to CRM and/or SAP. MBA is preferred.
This position will offer high visibility in the organization for a
sharp candidate who wants to fast track his /her career. Ninety
percent of the position is focused on special project leadership
specifically geared toward either CRM operations or SAP Phase
2 Implementation. Salary $55 -70K.

Finance Director
Large division of a $1.6- billion public high - technology company
seeks a Finance Director. This individual must excel in P &L
management. Position will provide strategic financial direction
to management, support the General Managers in Mergers &
Acquisition activity, make presentations to senior management
on the financial position of the organization and actively participate in the development of information for core processes of the
company, including strategy, operating plan, cost savings initiatives and career development of subordinates. Stock options
included and excellent benefits package and salary to $11 OK.

Senior Director of Financial Systems
An international leader in publishing and technology is looking
for a Senior Director of Financial Systems. Position will provide
counsel and leadership to senior management and staff by establishing the long -term direction for financial systems projects and
utilizing new technologies to improve the effectiveness and efficiency of domestic and international financial repotting processes. The successful candidate will hold a CMA or CPA and have
12+ years of applicable progressive work experience. Previous
employment in a large multi - location global organization with
revenues in excess of $100 million is desired. Significant ERP
experience with SAP is preferred. Strong presentation skills a
must. Proven understanding and use of database technologies
with exposure to Internet technologies a plus. Salary $100 -150K

Chief Fia"cirrl Officer

Internet start -up seeks experienced CFO with background in
human resources or labor applications in a B -to-B environment.
Must have proven track record of raising venture capital and
experience in pre -IPO companies. This is a ground -floor
opportunity for the right person. Salary to $140K.

Controller
Glass fabrication and subcontracting company is looking for a
strong Corporate Controller. This hands -on Controller will oversee monthly reporting and accounting operations for a multi location company and work on budgeting, forecasting and operational issues. The role also includes overseeing human resources
and payroll. This position will have at least two direct reports.
Salary $55 -701.

Project Accountant
Strong accountant needed for a sizable construction project. Ideal
candidate will have experience in field accounting and subcontractor relations. Previous experience with construction managers
or general contractors required. This position is responsible for
all cost accounting and subcontractor administration, including
lien waivers, contract administration and payment disbursement.
Must work well in an extremely fast -paced environment and
have the ability to excel under pressure. Excellent attention to
detail is required. Comprehensive benefits and salary to $38K.

A well - established homebuilder is seeking a degreed individual
with JD Edwards and 5+ years of residential homebuilding
experience. A public /private combination is preferred. Very
good benefits with a salary to $75K plus bonus.

Financial Analyst
This expert in travel and transportation technology is seeking a
Financial Analyst to join its team. This position requires preparation of routine and profitability ad hoc reports, analysis for executive -level presentations and defining and tracking performance
financial metrics. The ideal candidate will possess excellent analytical and package- writing skills. The ability to present complex
issues to finance and non -finance executives is necessary. Systems
and technical knowledge desired. MBA/CMA or equivalent skills
and experience preferred. The company offers an excellent
benefit package. Salary to $70K.

Qualified individual must have strong cost accounting, as well as
percent completion accounting experience. Duties will include
managing and coaching the accounting and administrative staff
and all accounting responsibilities such as financial statement
preparation and analysis, streamlining accounting process, cash
management, budgeting, forecasting and more. CPA is preferred,
but not required. Candidate must have strong communication
skills and management abilities to coach and grow the current
staff. He or she must possess good business sense to help make
decisions that will drive the business forward. Salary to $85K.

For more information on these and other professional opportunities, call Robert Half at 800.474.4253
to be connected directly with your local office, or visit our website at roberthalfcom.
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internationally 30 -40% of working

group. com. Mention this ad for $20

time. Design, develop and adapt finan-

OFF complete set order. CFM /CPA
Flashcards also available. The Tutorial

NOTEBOOK P C S .
GENOVATION offers
a variety of high - quality
universal keypads for mobile and desk-

Group, Inc., 120 Paddock Drive,

top computers, providing unmatched

Columbus, NJ 08022.

versatility, simplicity, and programma-

cial management systems using IT
tools and ERP systems. Responsible for
analyzing business conditions and

bility. Genovation has been a leading

engaging in financial forecasting for

provider of numeric keypads since

for budget planning and control, cost

CP E SELF -STUDY
CPE Link.com Free to CPAs: Online

control, purchase management and

CPE catalog of top self -study courses

822 -4333. FAX: (949) 833 -0322.

vendor negotiations, variance analysis

by topic. httR/ /www.cl2elink.com

INTERNET: www.genovation.com

computerized reporting. Responsible

and management reporting. Use computer modeling to develop financial
reporting tools on SAP systems. Develop computerized procedures for
month -end, quarter -end and year -end
financial closing procedures. Coordinate with IT department regarding
systems development and maintenance. Update and develop databases
for reporting requirements. Design,

1989. For information, CALL: (800)
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plan and implement computerized
management programs. Responsible
for quality control, marketing surveys
and statistical analysis. Provide training in the preparation of guidelines
and policy matters. Travel domestically
and internationally 30 -40% of working
time. Apply with resume to: Virginia
Dillon, Schenker International, Inc.,
150 Albany Avenue, Freeport, NY
11520.
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Coming Viral Attractions?
If you got hit hard by "Melissa" or the "Love Bug," you won't like the malignant code snippets
the future promises. Here are some viruses that may head your way several years from now.
�S

6�

Joshua: After entering values in a range of spreadsheet cells, the
computer asks you if you would like to play a game. Without
waiting for an answer, the program replaces your data with a
jumbled jigsaw puzzle. You must solve it within a time limit or
the virus obliterates the data on your hard drive.

r

a

BurnBabyBurn: Your Internet company has just

published its latest financial results
online, but the clever little
BurnBabyBurn virus knows that your
"burn rate" will doom your business

�

_

o

a couple of months. The
moment the financial

bU' CI z

report appears onscreen it
starts burning up, leaving only black cinders.

Revenge_ of - t h e - Ob s e rv e d: Your e -mail is being
Z

monitored, and this virus knows. It worms into bosses'

0
U

W

i'

computers, intercepts all their incoming or outgoing mail,

Z
2

and r edir ects it to the entire corporation.
N
N
N
7
J
J
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AlwaysReachingHigher
At SRC Software, we take the challenge to improve veryseriously.
We are always reaching higher in everything we do.
Our 16 -year dedication to improvement has resulted in the most
flexible and sophisticated financial planning solution available.
From state -of- the -art Internet - engineered budgeting to
automated delivery of reports, the Advisor Series" provides
the broadest range of enterprise -wide analytic features
in the industry's finest fully user - definable package.
And our dedication to excellence goes beyond just software.
From our consultative sales process to our collaborative
implementation approach, from our outstanding client support
to our continuing product enhancement —we are constantly
striving to provide the finest possible financial planning
rmbitinnc and car„irac
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•

If you would like to see how we can help you reach new heights in your budgeting
and financial reporting, call us today at: 1-800-544 -3477 or visit our website at www.sresoftware.com
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