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We fix it.
manage it.
collect it.
attack it.
recapture it.
resolve it.
reconcile it.
automate it.
staff it.

Why accept industry benchmarks for
"acceptable" deductions and dilution?
Outsource to Creditek — and we'll recover a
significantly higher percentage, turning lost
profit into found money. Incremental profit.
Our dispute and deduction management
experts employ best practices and powerful
technology to gain you the competitive
advantage over companies who take the
industry status quo f or granted.

Because we identify root causes of your
current deductions /dilution problems,
you'll be able to correct procedures and
eliminate unnecessary write -offs long term.

You profit from it.

Since 1982 we've recaptured hundreds of
millions of dollars in lost profits for over
l000 Fortune class and smaller companies.
To learn how we can add to your profits,
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call us today at 1 800 216 -40oo, ext. 358•
Moving more profit to your bottom line.
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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.
Fromstate -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.
Fromour consultative sales process to our collaborative
implementation approach, fromour outstanding client support
toourcontinuingproductenhancement —weareconstantly
striving to provide the finest possible financial planning
solutions and services.

If you would like to see how we can help you reach new heights in your budgeting
S

and financial reporting, call us today at: 1- 800 -544 -3477 or visit our website at www.sresoftware.com
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BY DAVID L. SCHROEDER AND KARL E . RE ICHARDT, C M A

The annual salary survey of IMA members shows that certification is still one of the major factors leading to higher compensation for both men and women, but the gender gap still exists. 0

38TieYourCapitalBudgettoYourStrategicPlan

BY R. H E N R Y M I G L 10 R E AN D

DOUGLAS E . MCCRACKEN

Capital budgeting decisions are more than far - reaching —they are future defining. That's why every proposal must
be carefully analyzed and monitored to ensure that each capital budget item dovetails with your strategic plan. 0

44GlobalChallengesCallforMoreCMAsandCFMs
BY DANIEL M . HRISAK

Companies like Cummins, Procter & Gamble, and Eli Lilly use IMA's certification programs for recruiting and training their accountants and finance
employees because they realize the need for the most knowledgeable people
in today's global business environment. Q

50 Provide Insight or Face Extinction

BY NOAH P. B A R S K Y,

C M A , C P A , AND ANTHONY H . CATANACH, J R . , C M A ,
CPA

Accountants no longer must just produce data —they must transform data
into information for decision making. That means refining your analytical
skills to provide insight. Q
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Articles meet CPE requirements for:

Q

NASBA and IMA /CMA /CFM

For information on earning CPE by reading Strategic Finance, visit the IMA website, www.imanet.ore, or contact Harriet Moskowitz at
(800) 638.4427, ext. 229; or by e-mail at hmoskowitz @imanet.or¢. To order quarterly quizzes, call Peggy Nubile at (800) 638 -4427, ext. 221,

U

or e-mail orders @imanet.or2.

June 2 0 0 1

I STRATEGIC

FINANCE

3

special section

c o l u mn s
PERSPECTIVES6
The value of membership.

CAREERS8
Conducting effective meetings.

BESTPRACTICES12
Imagining your destiny.

TAXES16
Thanks to the IRS for facilitating
ISO 9000 compliance.

PRACTICEANALYSIS81

54Creating Financial Information
inXBRLBY JOHN O ' R o u R K E

Quality of life in management accounting.

A single eXtensible Business Reporting Language
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analysis. Q
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64TheTop10EffectsofXBRL
BY
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Isn't it time our computers started listening to us?

COFFIN

Is XBRL the "killer app" for the accounting/finance
world? Will it be a disruptive factor penalizing inefficient industries and companies, or will it ultimately lead to faster reporting and quicker remedial
responses to failing firms and economies? 0
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he difference between a budgeting application and Cognos Finance... well, it's like comparing oranges and

apples. Of course you need a powerful, flexible budgeting application. But Cognos Finance offers so much
more�—by�integrating�consolidation,�budgeting,�forecasting,�and�reporting�in�one�easy�-to�-use,�Web�-�deployable
solution. Your budgets and forecasts are completed efficiently and on time, and they provide you with the
critical data to compare your operational and financial plans. With superior financial and management reports
at your fingertips, you have the power to make decisions that will truly impact your business.
There's no comparison. Learn more about the single solution at www.cognos.com / budget
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The Value of
Membership

Kathy Williams
kvvif!;a_ms@imanet.org
TE C H N O L O G Y E D IT O R

by Frank Minter, CPA

Michael Castellucdo
mcutc Hucc io@im anct.org

It's hard to believe that this is my 12th and last column. It has been

F IN A N C E E D ITO R

my objective this year to share thoughts on subjects that I believe

Alan Levinsohn
alevinsohn @imanet.ora

are important to each of us as IMA members. As I complete my

CO P Y E D ITO R

Christopher Dowsett

term as President, I want to thank EVERY IMA member for allow-
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AAA, and the FEI. We have met with
and discussed current issues with both
the SEC and members of the FASB.
No discussion of the benefits of
IMA membership would be complete
without a mention of certification.
For those of you just beginning your
careers —and for those who have a
number of years left —take the time
to become a CMA /CFM. It is the
mark of a financial professional. We continue to work
with both the academic and
corporate communities to
enhance the value of the
IMA credentials.
How would I summarize
the value of IMA? It's opporM I NTER
tunities for association with
fellow professionals at the chapter
level, receiving continuing education,
taking leadership positions, preparing for and becoming certified, keeping current through the two excellent
magazines and educational programs, and working at the national
level to improve both yourself and
the organization.
As I said when I took this job: "All
this for less than the cost of a weekly
quarter - pounder with cheese." ■
Frank Minter can be contacted by
e -mail at fcminter @imanet.orv.

A R T D IR E C TO R

Mary Zisk
m zi s k @ im ane LM
P R O D U C TI O N M A N A G E R

Lisa Nasuta
Inasuta @imanet.ore
CIRCULATION

Alice Schulman
aschulman

a

ing me to lead this organization. I have
received much more than I have given.
Now I want to share with you the
many benefits I have received as an
IMA member —those same benefits
that are available to you if you take
advantage of them. I think IMA has
something of value for every member, although each of you may seek
and find different benefits.
I served at the Chapter
level as Director of Meetings, which required arranging 10 speakers for the year,
and as Membership VP, coordinating the efforts of the
Directors responsible for acquisition, retention, and inFRANK
doctrination. This gave me
the valuable opportunity to experience
accomplishments through others.
My national service involved committee membership, followed by chairing subcommittees and full committees. Here I learned how to identify
and select those members who will
work toward common goals as they
prepare for future leadership roles.
IMA membership also has afforded
me the opportunity to be associated
with the leaders of our profession. I
have had opportunities to work with
the volunteer heads of the AICPA,

cdowsett@Lmanetior¢

m net.Or¢
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Car tesis Magnitude TM goes beyond any other financial analytics package,

IMA

at any moment. It integrates strategic, financial and operational information in a

CORPORATEALLIANCEPARKER

providing you with the answers you need to make informed financial decisions

way tha t gives you the whole picture. And because it's web- based, that
picture can be shared easily across
your organization. You'll have access

:ORPORATEPLANNING

NANCIALSTATEMENTS

iBAs/
lp*i

BUDGETING
M AGNITUDE:

COVERINGTHE
BUSINESS
PERFORMANCE
MEASUREMENT
CYCLE

STRATEGIC FINANCIAL MANAGEMENT

to one system and one database for total consistency and reliability. Best of all,
you'll possess the strategic tools required to add value at every level of your
company. Now that's pretty satisfying all around. For more information, please

!►

contact us at: ussales@cartesis.com or 877 964 0202 (toll free).You can also visit
our web site at www.cartesis.com
REPORTING

CARTESIS"
ANALYSIS

delivering excellence in business onalytics
Circle No. 29

BY-

Careers

- - ---

Max Messmer, Editor

Conducting Effective Meetings
Like most accounting professionals, you undoubtedly find yourself attending
many meetings throughout your work week —from department get - togethers to
discussions focused on specific company initiatives. While many of these meetings
are productive, there have likely been times when you've questioned why you were
asked to attend.
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In a recent survey by our company, executives reported that they waste 7.8 hours per week, or 2.3
months per year, in unnecessary meetings. So what can
you do to ensure you don't create this type of situation
when it's your turn to lead a meeting? Here are some
tips:
• Determine whether the meeting is necessary. Is
there a compelling reason to have one? Every meeting
should have a purpose that everyone can relate to and
support —even if it's simply to bring people together for
brainstorming or team - building exercises. Consider
whether the issue at hand can be addressed effectively
through informal gatherings or e-mail communication
instead.
• Select the right location. While a
conference room
may be the appropriate venue for
some meetings, it
may not be the best
option for others.
For example, if your
goal is to generate
new ideas to improve your company's accounting
STRATEGIC FINANCE

procedures, an off -site location may provide a more creative environment. Or if you want to encourage a casual
discussion, consider holding the meeting in a less formal
place such as someone's office or an outside courtyard.
• Focus on the primary objective when selecting
participants. Determine whose job responsibilities will
be impacted most by the topic of discussion. Can anyone
else provide valuable input? Is attendance critical, or
would a memo detailing the meeting's outcome suffice?
Keep in mind that some people may feel slighted if
they're not asked to attend. When in doubt, explain the
purpose of the meeting and let the individual decide
whether to participate.
• Create a written agenda. Provide attendees with an
outline before the meeting so they can vrepare to address
zes. An agenda
Ip ensure that
eeting about
year -end
financial
reporting
requirements
doesn't stray
ut what people
company
picnic.
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If you think our numbers are impressive, wait until you see what we can do for yours.
Did you know almost all industry leaders, including most of the world's largest consumer product companies, rely on Active International to
turn their underperforming assets into financial opportunities? Corporate trade is big business. And it could be your chance to recapture top
value from an impaired asset and use it to pay for goods and services you were already plan-

y:3-

ning to buy for cash —like media, other operating expenses, cost -of -sale and capital expenditures. Find out what Active can do for you. Call Michael Lake at 800 -44 -TRADE

(800- 448 -7233).

Welcome to the Surprising World of Corporate Trade.
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• Be punctual. Unless there's a

bility to lead the discussion and en-

with all participants. Ask others for

critical reason for a delay, always

courage participation from those

feedback on how you can make your

start your meetings on time. When

who may not otherwise express their

meetings more productive and

people arrive late and see that the

views during meetings.

effective.

discussion hasn't even started yet,

• Keep the group focused. While

• Mon itor how t he gr oup i nter-

there's little incentive for them to

you don't want to discourage cre-

acts. Try to pay attention to how the

show up on time for future meet-

ativity, make sure that attendees fol-

attendees work together. If someone

ings. Also be sure to end at the ap-

low the agenda items. If topics come

seems to have concerns about any

pointed time. If important issues

up that require significant time for

aspect of the meeting, talk with him

still need to be reviewed by the end

debate, consider whether they can be

or her individually afterward. Also,

of the meeting, offer attendees the

addressed at another meeting. Re-

take note of any problems with the

option of staying or rescheduling at

member, your goal is to achieve the

overall team dynamic. If the group

another time.

objectives you've identified for this

will be meeting regularly, it may be

• Take notes. Make sure someone writes down key points brought

particular discussion.

useful to bring in an outside facilita-

• Reassess how you conduct

tor where practical to resolve any

up during the meeting. These notes

meetings. Recognize that what

conflicts so future discussions can

will serve as a reminder of action

worked well for you in the past may

progress smoothly.

items and a summary of what hap-

not be the best method under cur-

Companies today are encourag-

pened for those who couldn't

rent circumstances. For instance,

ing interdepartmental communica-

attend.

now that a particular project is com-

tion through greater use of project

ing to an end, it may no longer be

teams while also demanding height-

essential to hold weekly meetings

ened employee productivity and ef-

• Solicit input from everyone.
As the facilitator, it's your responsi-

ficiency. This makes it critical to
know how to manage group discus-

Financial Forecasts
& Budgets

sions. By giving careful consideration to each discussion and taking
the time to evaluate which tech-

PFP P rov ides The Flexibi li ty, P ower
and P re s ent at i on Q u al i t y N eeded
To Tam e Your Toughest Projects
Pro - formas for Professionals is a
flexible, fully- integrated, easy -to -use
model, designed to help you prepare
complete financial forecasts and
budgets within a very short
timeframe.
Runs in Excel. All formulas are included
and all commands have been automated
Free telephone support — forever.

niques work best for you, you can
help everyone get the most out of
meetings. ■
Max Messmer is chairman and
CEO of Robert Half International

The financial

forecasting model

Robert Half 1g, Accountempso, and

r r r
r r r

r

RHI Management Resources ®. RHI
is the world's first and largest spe-

"A real winner"

cialized staff ng firm placing ac-

— The Bottom Line

counting and finance professionals

Standard $
P/uS
Modula

399
$599
$899

on a full -time, temporary, and projBalance Sheets

Income

fl0II0 Analysls

Coed of

(800)567 -4500
www.pendock.com
10
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ect basis. Messmer's most recent
books are Managing Your Career

Overhead Schedule
Overhead Analysis

Sales Analysis
Cash Flow Schedule

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

Inc. (RHI), parent company of

^
"
GhanOes In
Financial 7DsIllDn

Bank Credit edit
Letters of Credit

For Dummies® (Hungry Minds,
Inc.), Job Hunting For Dummies ®,
2nd Edition (Hungry Minds, Inc.),
Human Resources Kit For Dummies® (Hungry Minds, Inc.), and
The Fast Forward MBA in Hiring
(John Wiley & Sons, Inc.).
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Furthering your career is our business. I
Accountemps has been designated as the IMNs National Career Partner. What does
that mean? That you can expect Accountemps to provide you with the sound career
: •'P� � �I

i
NATIONALCAREERPARTNER

advice that comes with over 50 years of experience in the
field of financial staffing. As the world's leader with over 300
offices, we have the answers, whether you are looking for

qualified candidates or making the next move in your career.

accounernes®

80 0. 80 3 .8 36 7
www. a cc ountemps. com

Specialized Financial Staffing"

© Accountemps. EOE
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Best Practices

Bob Gunn, Editor

Imagining Your Destiny
EVERYONE IS NATURALLY CREATIVE, YET
many people find this inherent capacity elusive. In fact,
most of us assume that our natural default is to think
"inside the box," not outside.
Some people have an innate ability to
express their originality. Perhaps you
know someone who always seems to
have a commonsense answer to whateve
question or issue is confounding you. O:
perhaps you have a friend who is so inventive that he or she can take ordinary
objects and fashion them into something very artistic.
Once we lent our summer home to a
person like this. When we returned, we
discovered that he had twisted a rusted
anchor wire around some driftwood to
sculpt a graceful ballerina. It still
stands next to our front porch.
So why is it that some individuals
can express themselves inventively and
freshly, irrespective of their circumstances? Well, one answer lies in an old Upanishad text:
We are as our heart's desire is.
As our heart's desire is, so is our will.
As our will is, so is our deed.
As our deed is, so is our destiny.
Let's explore what these simple words point to. Each of
us has been given two gifts —the conscious experience of
life and free will. With these we can achieve our dream by
creating the kind of life that is truly our heart's desire.
When we're young, it is easy to lose sight of this fact.
Sometimes we take the opinions of others too seriously,
12
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bow to the fashions of our contemporaries, or assume the
role our parents have scripted for us. But inside each of us
lives a dream that is asking to be nurtured and cherished.
What is the glimmer that lives inside
you?
For my son, who is 11, the dream
may involve working with children, caring for animals, studying nature, or
drawing. It is already apparent that his
deepest joy comes when he is absorbed
in any of these activities. I can literally
see his joy stimulating his inventiveness —for example, when he is playing
with his younger cousins. His opportuni:y, as it is for all of us, is to bring his
[ream to life using his God -given creative
rapacity.
Now some people say dreams are for
:hildren. But don't we say about the most
uccessful people that they "dreamt a big
dream"? Ted Turner certainly saw something
in creating a world news organization in CNN, which influences more people than any government or dictator.
The Wright brothers transcended their earth -bound bicycle factory by inventing the first flying machine.
Work seems like an avocation for these people. Even serious businessmen like Dave Packard or Bill Hewlett described their jobs as just "playing around' It sure beats
seeing work as a way to earn your living, does it not?
The second line of the verse points to the power of
one's will—the energy necessary to bring our dreams to
life. Lots of us dream, but few of us realize our dreams.
Bringing a vision to life takes effort. We need to take action if we want our dreams to become tangible. Other-

I Seethematthe82ndIMAAnnualConference&Exposition
New Orleans ♦June 17.20
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wise they remain only fleeting
thoughts, never brought to life via
our actions.
The will has two faces —one obsessed with the "self," the other devoted to "selflessness." If we turn in
the direction of "What is best for
me ?" or "Where is mine ?" we risk
turning our dream into a nightmare.
What I am pointing to is how self absorption turns action from the
sublime to mere drudgery. For example, if you are concerned about
how your actions appear to others,
you can very easily lose focus on
your dream. If you are beset by worries, you are either reliving past
memories or anticipating worrisome
things that you've simply imagined —and letting these worries
crowd out your deepest desire. Or if
you are frantically rushing from activity to activity, how can you remain fresh to possibilities and not

overlook the obvious?
Whenever our hearts are looking
to serve the needs of others rather
than satisfy our egocentric desires,
our will is able to act unfettered.
Paradoxically, we begin to see all
sorts of ways to further our dream
when we are not even thinking
about ourselves!
Do you think Werner Von Braun
had any idea of how he was going to
put a man on the moon in less than
10 years? What about Mahatma
Gandhi? When he set out from
South Africa to India, did he know
how he was going to overthrow the
British Raj? Or how about Joe Torre?
Did he actually imagine that he
could take the Yankees to four World
Series after having been fired as
manager of three other teams?
It is paradoxical that the moment
we turn away from our personal desires, our deepest desire gracefully

and effortlessly takes form. Not only
does this frame of mind tap into the
most profound source of creativity, it
also unites us with others who share
our vision. Haven't you been drawn
to help others achieve their desires
when you saw their hearts were pure?
And conversely, haven't you sat on
your hands when you suspected that
it was only about them?
"As your will is, so is your deed;'
say the sages. They are pointing to
the Karmic law that every action has
a consequence. A pure and calm
mind yields a fruitful thought that,
in turn, generates a positive feeling
that, ultimately, leads to right action— right in the sense that the
deed is both intuitive and obvious.
But they are also saying that the
creative impulse is stifled even before taking action if the will is absorbed in wondering 1) Will this really work, 2) Is the effort worth it,

< SLOW ER

Jane Austen movies

Glacier

Brisk walk

Streamlined origination lets you close business
quicker, make decisions faster.

Marketing, applying,
credit checking, updating, and processing can all be
done quickly using a single Web -based platform.

CapitalStream links the entire financial supply chain
banks, finance companies, vendors, and third -party
services —via an easy online transaction network. Deals
that once took days are completed in hours. Or minutes

in
lo"',

k,

CapitalStream integrates all data, applications, and
systems.

From customer relationship management
applications to accounting systems. Plus, you can access
data from credit bureaus and other third -party sources.

3) What if I don't get recognition, or
4) Suppose I look stupid?
Where would you be, where
would your company be, where
would the world be, if we all looked
beyond our narrow egos into the
very depths of our souls and called
forth the power there in service to
our dreams?
Living your dream is a step -bystep process. Every moment presents
you with the possibility of taking an
action toward realizing your deepest
desire. Like an infant learning to
walk, your first steps may be a bit
tentative and unsteady, but pretty
soon you are able to stride with purpose and certainty.
People who set out on this journey
end up creating their own destiny —a
destiny that looks to others as though
it was written in the stars. How could
that person have ever become anything else? Yet, for the individual, it

seems more like a miracle —in the
sense of "How in the world did my
life ever turn out like this ?"
Profound feelings of gratitude and
appreciation make it easy to dedicate
your life in service to the dream. The
productivity that the dream generates as one grows older can produce
energy far greater than that of someone years younger.
Dr. Barry Brazelton is a pediatrician who has long recognized that
the best way to improve childcare is
to help parents trust their intuition
and to teach doctors to listen to the
parents. Not only has he become the
"Dr. Spock" of the current generation of mothers, he also looks 55,
acts 35, but is actually 75!
Yet after having had an enormous
impact on tens of thousands of babies, here is a man who still gets up
every day, puts on his white coat,
and sees children with an enthusi-

asm and joy that is contagious.
It is ironic. When you begin the
journey of your life, you are seeking
fulfillment by searching for your
dream. As your dream becomes
real— manifested by your deeds —it
is your dream in the end that seeks
you out. For at the closing stages of
your life, it is your destiny that
guides your deeds, and you find
yourself in service to something far
more profound and spiritual than
you ever could imagine, wondering
all the time how you could have been
so fortunate to create the life that
you only dreamed of as a child. ■
Bob Gunn leads Gunn Partners, a 50person consulting firm that helps Fortune 500 companies improve the rele-

vance, value, and productivity of staff
functions. You can call him at (617)
747 -5010 or e-mail him at
robert.gun n @exult. net.
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Clients and partners such as Bank of America and
Babcock & Brown are committed to CapitalStream.

Our extensive financial industry expertise helps our
clients boost productivity without compromising customer
relationships or business practices.
Get your financing up to speed. Today. Ask

for
"The Executive's Guide: Benefits of Online Financing."
Call 1 - 8 0 0 - 8 2 7 - 2 0 1 0 . Or visit www.ca p italstream.com.
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Taxes

Anthony P. Curatola, Editor

Thanks to the IRS for Facilitating ISO 9000
Compliance
DURING THE LATE 1990s, A GREAT DEAL OF
concern existed regarding the tax treatment of ISO 9000
certification costs. Individuals involved in the accounting
and finance processes at companies endeavoring to become ISO 9000 certified are acutely aware that these costs
can be substantial. Likewise, the tax treatment of these
costs can have a significant impact on the firm's bottom
line. With corporate tax rates at 35 %,a firm can save 35
cents on the dollar for these costs if current deduction is
allowed. Capitalization of these costs would allow for only a fraction of these savings in current tax cash outlays.
The Internal Revenue Service originally held the position that costs related to the ISO 9000 certification process
should be capitalized rather than expensed in the year the
cost was incurred.I This
stance was based on the
IRS's interpretation of the
landmark INDOPCO decision ( INDOPCO, Inc. v.
Commissioner, 503 U.S. 79
(1992)) and of the statutory
rules for capitalization of
costs (IRC § §263, 263A).
Practitioners, on the other
hand, argued that these costs should be expensed when
incurred as ordinary and necessary business expenses
(IRC §162).This is based on the logic that the costs are
necessary for the firm to maintain its competitive position
in the marketplace. It should be noted that the IRS has
suffered recent setbacks in its broad interpretation of the
INDOPCO decision. (See Wells Fargo & Company, et al.
v. Commissioner, 2000 -2USTC f50,697,for example.)
16
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Commerce Policy on International
Standards
The National Institute of Standards and Technology
(NIST) is responsible for coordinating standards activities(P.L. 104 -113 (1996)).In testimony to the Subcommittee on Technology, House Committee of Science,
NIST Director Raymond Kammer noted that "standards
directly affect at least $150 billion in U.S. exports and that
they serve as barriers to trade for an additional $20 -$40
billion of exports (http: / /www.nist.gov /testimony/1998/
intstnds.htm ).'
In the same address, Kammer spoke directly for the
need of the standards community in the U.S. to work together in arriving at a "unified approach in international
standards setting." In
addition, he affirmed
the efforts of his
agency to "support
private- sector standards- developing
organizations and
federal agencies in
efforts to eliminate
standards - related
trade barriers:' Of particular importance to the current
issue is his call to "work as partners together to solve the
competing issues of revenue recovery for standards development costs, intellectual property, and provision of
good U.S. technical input to international standards."
While not directly focused on the tax treatment of
standards compliance, these statements relate to tax policy because tax regulations have a direct impact on the
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competitiveness of firms because of
required treatments of costs. It
would seem imprudent for one department of the government to do
everything in its power to ease the
burden of complying with international standards while another increased the cost of such compliance
through onerous tax treatment.
For example, one area in which the
tax laws were well structured to assist
in increasing international commerce
was the now - defunct foreign sales
corporation (FSC), which allowed the
exemption of some foreign trade income from corporate -level taxation
in order to encourage such trade. The
rules even included provisions for
small FSCs in order to make compliance easier for taxpayers. The IRS's
current position regarding the costs
of ISO 9000 compliance is a favorable
step in assisting with the Commerce
Department's policy.

Current Tax Policy
While the IRS's initial position was
to require capitalization, Revenue
Ruling 2000 -4,I.R.B. 2000 -4 (January 6, 2000)has altered this position. This is a most pleasant surprise
considering its prior interpretations
of the INDOPCO decision. While
this decision of the Supreme Court
did not involve ISO 9000 costs, it
gave broad interpretation of the
capitalization of costs. Prior to this
case, taxpayers often took the position that failure to create a separate
asset would allow for current deductibility of legitimate costs. But
the Supreme Court took the position that the creation of a separate
asset was a sufficient, but not necessary, condition for capitalization. In
other words, creation of a new asset
would require capitalization. Creation of benefits extending over
multiple periods without the crei8
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ation of a separate asset, however,
could also require capitalization.
The Wells Fargo decision would
seem to indicate that a detailed look
at which costs directly benefit future
periods and which ones only indirectly benefit future periods will be
required.
The IRS has now taken the position that the costs of ISO 9000 certification are similar to training and
advertising costs, which may provide
benefit into multiple periods but
whose main purpose is to increase
revenue in the current period. For
example, the ruling states that these
costs do "not result in future benefits
that are more than incidental," so
these costs of certification will be allowed as current deductions. It's important to note that the creation of
an asset during the process of certification will require capitalization of
the costs relating to the asset. Specifically noted in the ruling are the
costs related to the creation of a
quality manual.
This reference to the creation of
the quality manual shouldn't be
overlooked. Those involved in the
certification process are aware that
documentation is a critical factor,
and costs involved in the creation of
the manual can be significant.
Therefore, it's important that the
costs related to the creation of the
manual, as well as other assets, be
tracked where possible. Compliance
with accepted management accounting practice and the tax regulations
will involve the use of a systemic and
rational system of cost allocation to
these assets.

standards is a necessary step in accomplishing this goal. By allowing
these costs to be deducted, the IRS
has taken a step in the right direction by making it less costly for firms
to undertake ISO certification. Yet
care must be taken in allocating
costs to any assets (tangible or intangible) that are created during the
process.2

Timothy Biggart, Ph.D., is an assistant
professor at the University ofNorth
Carolina at Greensboro, and received
his doctorate in accounting from Florida State University in 1997. His teaching interests are in cost accounting and
accounting information systems. His
research interest is the effects oftechnological change on firm performance.
J. William Harden, CPA, Ph.D., is an
assistant professor at the University of
North Carolina at Greensboro and
holds a doctorate from the University
ofKentucky. His teaching and research
interests are in the fields oftaxation
and financial consulting.
Anthony (Tony) P. Curatola is the Joseph
F. Ford Professor ofAccounting at Drexel
University. He can be reached at (215)
895 -1453, phone; (215) 895 -6975, fax;

or by e-mail at curatola@drexel.edu.
2001© APCuratola.
Tracy Hollingsworth, "ISO 9000 Costs,"
Journal of Accountancy,February 1997,
pp. 27 -28; Lee O'Connor, "IRS Challenging
Deductions for ISO 9000 Costs, The Tax
Adviser, February 1998, pp. 81; Wheaton,
"Uncle Sam Wants ISO 9000 Money,"
Quality, February 1999, pp. 14 -15.
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Moving Forward
It's well accepted that the commerce
policy of the U.S. is to try and stimulate exports in international trade,
and complying with international

■

The authors are not attorneys and in no
way should be deemed to be offering legal
advice or a legal interpretation. The authors are clarifying a policy of the IRS that
affects product costing and is within the
realm of the authorized practice of tax by
accountants.
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How to Make Your Scorecard
Effective I Kathy W illiams, Editor

HOWDOYOU
JOBHUNT?

NOW THAT SOME COMPANIES HAVE BEEN USING THE BALANCED SCORECARD

for a few years, experts believe it's time to take a closer look at the scorecard's effectiveness.
Prof. Kip Krumwiede, CMA, CPA, from Brigham Young University's (BYU) Marriott
School of Management, will release the results of a balanced scorecarding study June 2 0
during a special free Web seminar for financial professionals. The seminar will show how
executive -level managers in large multidivisional companies answered questions from real life evaluation scenarios. This is an opportunity for decision makers who are considering
implementing a scorecarding program, and those who have already done so, to learn how
to enhance the effectiveness of this tool_
A prior study indicates that one reason
companies often fail to maximize balanced scorecard results lies in a person's
natural inclination to focus on scorecard
similarities rather than differences. In that
prior study, separate divisions within the
same company had scorecards with both
common and unique performance measures. Managers evaluating the divisions using the scorecards showed a preference toward
using the common measures almost exclusively. By ignoring the unique measures, which
generally are tied most closely to individual divisions' strategies, the value of implementing
the balanced scorecard approach is diminished.
Krumwiede led the BYU project in partnership with colleague Monte Swain, Better Management.com, and Strategic Finance magazine. The research studied how certain factors affect managers' use of unique measures when evaluating multiple divisions. The simulation required participants to evaluate two divisions over four time periods. Participants
were required to have experience in evaluation of managers or organizations, use of financial and nonfinancial performance metrics for decision making, experience in retailing or
banking management, or e- business management.
Results of the BYU study will be posted on both BetterManagement.com and Strategic
Finance magazine's site. To register for the free Web seminar on improving the effective
use of scorecarding, scheduled for 8:30 a.m. PDT, June 20, visit http: / /www.better
management.com /researchstudX.

Job seekers and HR
professionals seem to
use most of the same
tactics when they
search for jobs/
employees, a recent
poll by SHRM (Society
for Human Resource
Management) and
CareerJournal.com (a
free site from The Wall
Street Journal)found.

The most common
tactics job seekers
used were Internet job
postings ( 9 6 %), personal contact /networking
and newspaper ads
( 9 5 %),

employee refer-

rals ( 9 2 %), and headhunters (89 %).
HR professionals
used newspaper ads
( 9 6 %),

personal con -

cont i nued on next page
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(continue
tact /networking (95 %),
employee referrals (91 %),
and Internet job postings
(88 %).
An interesting place
they differed was online
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Ethical Accountability Extends to Social,
Environmental Issues , Curtis C. Verschoor, CMA, Editor
REFLECTING THE LEGAL MANDATE IN SECURITIES LAWS, ALL COMPANIES
measure and report their performance in financial terms. For almost all of them, this is
the only method. It serves the needs of shareholders and creditors but not the other
stakeholders (groups that have a direct stake in the affairs of a corporation). The interests and information needs of these groups and their champions are beginning to

or website applications:

receive increased attention. Drivers of these activities range from consumer, environ-

90% of the job seekers

mental, and employee groups to the rapidly growing social and environmental invest -

used this method, while

ment community, estimated to account for over 15% of new dollar investments. Dow
Jones manages a Sustainability Index to track the performance of corporations deemed

only 49% of the HR professionals used it. Also, 68%
of the job seekers used
Internet ads, while only

to be "sustainable:'
Ethical consideration of the needs of all
stakeholders is not only the "right thing to
do," but it adds to the bottom line. Previous
Strategic Finance ethics columns have dis-

29% of the HR pros did so,

cussed the beneficial consequences shown

and 67% of job seekers

by many research studies to result in organi-

used job hotlines, but only

zations that make a commitment to treat
their stakeholders ethically. These "best

30% of the HR professionals did that.
For the complete survey
results, go to www.career

practices" help attain a superior overall corporate reputation, which leads to easier
recruiting, improved employee productivity,
lower turnover, and higher customer loyalty.
Because of these factors, the number of companies making voluntary reports on their

journal.com , do a search

social, health, safety, and environmental performance is steadily increasing. Yet these

for "Sea r ch T a ctic s Poll,"

efforts have a limited usefulness since there are no standardized approaches. Thus,

and click on No. 1, Per-

some view the reports as mere public relations puffing.
At present, a number of professional and interest groups are working to develop

sonal Networking Is Key

standards for a "triple bottom line " — social, economic, and environmental— perfor-

to Finding a Job. ■

mance. To date, much of the effort has taken place in Canada and the U.K. and has had
only limited input from accountants.
Since it was established in 1997, the Global Reporting Initiative of the nonprofit

We welcome all

Coalition for Environmentally Responsible Economies (www.globalrel2orting.org) has

opinions on articles and

worked to design and build a commonly accepted framework for corporate reporting

columns published in
Strategic Finance.
E -mail correspondence
to Kathy Williams at
kwilliams @imanet.org

on the linked aspects — social, economic, and environmental —of sustainability. In
1999, the U.S. Interfaith Center for Corporate Responsibility, together with its counterpart bodies in the U.K. and Canada, issued "The Principles for Global Corporate
Responsibility," which sets forth 140 indicators of "good corporate citizenship." That
same year, the Institute for Social and Ethical Accountability ( www.AccountAbility.
o f f ) issued AA1000 as a process standard for social auditing. Social Accountability
International ( www.sa- intl.org) is an accreditation agen-
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An Unger in Levitt's
Stephen Barlas, Editor
Clothing
ACTING SEC CHAIRMAN LAURA
Unger is sounding remarkably like

change in an underlying
accounting assumption —

her predecessor, Arthur Levitt, Jr.,

the life of an asset, for

when it comes to warning corporations about accounting "no -nos."

example. As a result of that
undisclosed change,

Levitt railed against "earnings man-

investors looking at the

agement." Unger is using a different

company's financial statement think

term: "Not So" generally accepted

things are in better shape than they

rid of SEC regulations growing out

accounting principles ( NSGAAP). In

actually are. Unger also criticized the

of the 1936 Public Utility Holding

a speech in Philadelphia at the end

use of "pro forma" information.

Company Act ( PUHCA). Dave Spar -

to once more make an effort to get

by, vice president of government and

of March, she noted a few disturbing

regulatory affairs at Xcel Energy,
Inc., a member of the Repeal

reported by companies. This is a dis-

California Electricity
Problems Spark Latest
PUHCA Repeal Effort

tortion of a financial statement as

The California electricity shortage

that nontraditional investors, who

the result of making an undisclosed

has emboldened the energy industry

might be

decreasing "quality of earnings"

:•

PUHCA Now! Coalition, explains
continued on next

page

NSGAAP trends. The first was a

•

Too Much Choice, Too Many Decisions
w ALTERNATIVES ARE GREAT, BUT HAVE YOU

plexity, Clutter, and Confusion reveal that too many

shopped for Philadelphia Cream Cheese lately? Back

choices and too many decisions in the marketplace

in the '70s you had one flavor in three different sizes —

may already be creating a multitude of problems for

a "no brainer." Today there are over 30 combinations

your company, beginning with stressed -out customers,

of flavor, size, texture, and price facing you

a poor perception of your brand, inefficien-

at the supermarket deli case. Need some

cies in the supply chain, and ending in a

conference chairs? How complex could that

downward trend in shareholder value.

be? Purchasing professionals are confronted

Z
W
J
41

The authors, Steven M. Cristol and Peter

W
J

Sealey, recommend incorporating the elimi-

mention all the models, sizes, colors, and

nation of overchoice into your strategic plan-

prices. Anyone who has unwittingly pulled

ning. Presented as an overlay to what you

up a list of hundreds of thousands, even mil-

should already be thinking about in market-

lions, of Web pages devoted to a one -word

ing and brand equity management, it pro-

f

search engine request has experienced first-

vides the theoretical framework and the

m
0
0
a

hand our latest source of stress and frustration. How
much longer can the human brain cope with all this
choice?
The authors of Simplicity Marketing: End Brand Corn-

_

by more than 200 different brands —not to

road map for effective customer stress reduction.
This book is valuable for financial strategists looking

a
a
m

W

2

for a way to effectively integrate their department
with the marketing func-

continued on page 83
June 2001
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[ E T H I C S ] cont'd from p. 20

cy affiliated with the social responsibility research institute, Council on
Economic Priorities. The Corporate
Sunshine Working Group, which is
affiliated with Friends of the Earth,
is designing a legislative strategy to
achieve better corporate governance
through more broad -based
transparency.
Management accountants, financial managers, and information specialists from forward - thinking organizations should contribute their
expertise and leadership to create a
consensus of the most important
nonfinancial performance indicators. These efforts should prevent
the possibility that companies will be
swamped with multiple requests for
similar information.
The resulting systems should produce regular flows of useful, verifi-

Circle No. 18
22
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able, and compatible information so
that they can be tracked internally as
well as between companies on a
comparable basis. Companies
already involved in this effort report
internal benefits and an overall sense
of contributing to effective corporate
governance on a global basis.
Do you want to participate in this
leading -edge activity? ■
Curtis C. Uerschoor is the Ledger &
Quill Research Professor, School of
Accountancy, DePaul University,
Chicago. His e-mail address is
cverscho @condorr, depaul. edu.
[ G O V ' T ] cont'd from p. 21

equipment manufacturers or diversified energy concerns, may have trouble investing in California energy
expansion projects, or projects in
any other state for that matter,
because of PUHCA's holding company prohibitions. "Holding companies that are already registered under
PUHCA, which now account for
more than 4 0 % of the entire electric
utility industry, are limited by SEC
regulations in the amount of investments that they may make in
`exempt wholesale generators
(EWGs), "' Sparby explains. Investments in E W G s are the only way to
expand California electric capacity,
according to Sparby. SEC Commissioner Isaac Hunt, Jr. says the SEC
backs the PUHCA bill (S. 206),
which would end the SEC investment restrictions and essentially
transfer the right to examine the
books and records of energy holding
companies to the Federal Energy
Regulatory Commission (FERC).
But Charles Acguard, executive
director of the National Association
of Utility Consumer Advocates,
complains that the bill "falls short in
providing all of the necessary tools

to FERC with respect to policing
interaffiliate transactions."

Effort to Extend Tax
Exemption for Financial
Industry
There is a bipartisan effort afoot in
both the Senate and House to permanently extend the exclusion for
active financing income earned on
business operations abroad from
Subpart F. This exemption has been
extended more times than anyone
cares to remember. It expires at the
end of 2001, again. The exemption is
important for major U.S. banks who
compete abroad against the likes of
Deutsche Bank, ABN Amro, HSBC,
and Soci6t6 G6n6rale. Those foreign based financial institutions operate
under home -state tax regimes that
generally do not tax their active
financial income earned outside
their home countries. "Regulated
U.S. financial institutions with operations overseas need to retain earnings in foreign subsidiaries in order
to meet ever - expanding capital
requirements," says Sen. Orrin Hatch
(R.- Utah), a sponsor of the Senate
bill (S. 676).

Taxing Request
Although President Bush's proposed
fiscal 2002 budget is 4 % higher than
the fiscal 2001 budget, the IRS would
get an increase of 6.6% to $9.42 billion. Even that isn't enough for the
IRS Oversight Board. The ninemember board thinks the fiscal 2002
figure should be $10.26 billion. But
Sen. Charles Grassley (R.- Iowa),
chairman of the Senate Finance
Committee, says that given the IRS's
past record of profligacy, Congress
will be very hesitant to provide much
of a budget increase unless there's a
strong certainty that the money will
be well spent. ■
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BY DAVID L. SCHROEDER AND KARL E . REICHARDT , C M A

Last year the average salary of $74,405 and average total compensation
of $84,580 for IMA members was not statistically significant from the
figures reported in 1999.1 And, as usual, members with certification
continue to earn more than those who don't have certification.
A majority of the sample of IMA members (73 %) who
responded to the 12th annual IMA Salary Survey reported that their most recent salary increase occurred in 2000.

The average increase amounted to $6,064, and the median amount was $2,000. These data emerge from the survey conducted on behalf of the IMA and Strategic
Finance. To provide insight and identify trends or changes

in trends relating to the compensation or demographics
of the IMA membership, we compare this year's results
surveys.2

and those of the prior 11
We compare the univariate statistics for the five most
recent salary surveys in Table 1. While all five of the measures (range, mean, median, 20th and 80th percentiles)
presented in this table are the highest they have ever been,
none of the increases in 2000 as compared to 1999 are statistically significant.

The statistical factors that describe the
"average" IMA member are shown in
Table 2. This table presents data for the
entire sample population and again
reveals the relative stability of the IMA
population because there are no statistical differences in the 2000 factors as
compared to the same data from 1999.
One of the major factors we've tracked
since the inception of this study is the
differences in earnings by gender. The
following highlight of trends notes some
of the differences that exist between men
and women in the sample.

than men (57% to 65 %).
The proportion of IMA members with CMAs has
increased to 37% -the highest percentage since this survey was started in 1989. While the proportion of members with a CPA also increased, this level has been
achieved in the past (e.g., 1994 and 1995). The propor-

80th
20th
percentile percentile

Median
Mean
Years
Range
Sa
l
a
r
y
Average
2000 $18,750 to $760,000 $74,405 $67,000

$48,000

1999

$15,000 to$650,000

$71,912

$64,000

$46,000

$92,000
$90,000

1998

$15,000 to $423.,000

$65,363

$43,000

$82,500

1997

$13,000 to $400,000

$64,344

$60 +000
$5$,000

$40,000

$80,000

$60,944 $53,000

$37,000

$77,000_

1996 _$12,500 to $600,000

Z

Average Total Compensation
2000 $18,750 to $760,500 $84,580 $72,000

$50,400 $106,000
$49,000 $103,00 0

1999

$15,600 to $685,000

$82,439

1998
1997

$15,000 to $475,000
$14,400 to $945,000

$74,241 $63,434
$73,926 $61,000

$45,000

$95,000

$42,000

$93,000

1996

$12,500 to $700,000

$68,283 $56,700

$39,200

$86,700

$68,300

w
;

"AVERAGE"IMAMEMBER

The median age has increased to 42 after three years at
41 (and three years at 39 for 1994 -96). But women members are younger than men (38 vs. 43).
The proportion of women has increased to 32 %, the
same as 1996, after two consecutive years of decreases.
The proportion of members with certification has stabilized at 62% after increasing in each year since 1994.
Women are less likely to hold professional certification

7_1
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COMPENSATION AND CERTIFICATION
Certification obviously matters to the corporations that employ IMA
members. Individuals with a professional certification have average
salaries of $81,035 and average total compensation of $92,031.
Individuals who have no professional certification earn considerably
less ($63,462 and $72,270, respectively). Furthermore, these dif-

tion of CFMs is 4%, the same as 1999,and is too small
for tracking other salary- related issues. (The Certified in
Financial Management (CFM) program was introduced
in December 1996.)
The proportion of members with baccalaureate and
advanced degrees has increased 1% for each category
respectively. The proportion of women with advanced
degrees(32 %)is less than that of men (48 %).
The greatest proportion of members works in middle
management (36 %).Women are more likely to hold lower management/entry-level positions than men (33% vs.
19 %) and are less likely to hold senior or top management positions (22% vs. 40 %).
A comparison of work experience shows that the average years in current position and with current employer
have been the same for the past five years, but the years in
the field have been increasing. The average of 15 years is
the greatest since the inception of the study. Women tend
to have been in positions and in the field for shorter periods of time (three and 12 years,
respectively) than men (four and 16
years, respectively), but there's no difference with respect to time with an
Median age
employer.
Female
While 78% of the membership is
Male
married, women members are less
Degrees
likely to be married than men (66%
Baccalaureate

sistent with prior years and are statistically significant.
The compensation comparisons of CMA only, CPA only, both
CMA /CPA, and no certification by age category presented in Table 3
show that the average salary and average total compensation are
greater for those with certification, regardless of the type of certification, than for those without certification for all age categories except one: Those with no certification in the 50 -59 age range earn
more than CMAs in this age category (but not CPAs or those holding
both the CMA /CPA). This same type of anomaly occurred in 1996
and 1998 in the 60 and over category between no certification and
those with the CPA, but it has never occurred in any other age category. These differences in compensation by certification and no certification are statistically significant.
This year the average compensation for CMAs is greater than that
for CPAs in the 30 -39 and 40 -49 age categories, while CPAs have
greater compensation than CMAs in the other three categories (1929, 50 -59. 60 and over). Generally, those individuals who hold both
the CMA and CPA earn more than those with only one certification

2000

1999

1998

42

41

41

41

39

32%

30%

31%

33%

32%

68%

70%

69%

67%

68%

1997

1996

99%

98%

98%

98%

98%

support fewer children (1.0
vs. 1.4),and are more likely to have a
spouse employed outside the home

Advanced
Years of Experience

43%

42%

41%

42%

38%

Current position

4

4

4

4

4

(75% vs. 54 %).

Current employer
In field
Family Status
Married
Spouses employed outside home
Percent with children
Average number of children
Certification Percentages
Anycertification
CMA certification
CPA certification
CFMcertification

vs. 83% ) ,

ALTERNATIVECAREERPATHS
For the past several years, we have
asked questions dealing with alternative career paths, advancement, and
career interruptions that we've tracked
in total, by gender, and by marital status (including with and without children). We asked respondents to state a
percentage they would be willing to
reduce their hours worked with a proportionate decrease in compensation
26

ferences in compensation due to professional certification are con-
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8

7

7

7

7

15

14.5

14.5

13.8

13.6

78%

80%

77%

78%

76%

68%

70%

71%

72%

72%

57%

59%

57%

56%

56%

1.2

1.2

1.1

1.1

1.1

62%

62%

59%

58%

56%

37%

36%

33%

32%

29%

38%

37%

37%

37%

37%

4%

4%

2%

2%

(either CMA or CPA). But this year this only occurs for the 19 -29 and 30 -39 age categories;

Age Range

for the other three categories, either the WAS

Average Salary

No CMA
or CPA

CMA

CPA

Both CMA
and CPA

$51,053

$54,008

earn more than those with both certifications

19 -29

[150]

$46,683

$43,691

$50,453

(40 -49 age category) or the CPAs earn more

30-39

[531]

$68,287

$59,994

$75,226

$66,793

$75,993

than those with both (50 -59 and 60 and over

40-49

[558]

$80,716

$72,848

$85,794

$82,619

$85,723

categories). Yet there's no statistical difference in

50-59

[292]

$83,518

$76,184

$81,434

$97,048

$92,794

compensation among those who hold the CMA,

60 and over

150]

$83.725

$66,458

$68,695 $139,650

$83,000

CPA, or both certifications.

Average Total Compensation

As mentioned previously and as is consistent

19 -29

11501

$49,876

$46,983

$53,035

$53,893

$57,525

with prior years, women are less likely to hold a

30 -39

15311

$75,918

$67,386

$82,911

$73,385

$84,907

certification (43 %) than men (35 %). But the

40 -49

[559]

$93,333

$82,199 $100,371

$97,531

$98,482

proportion of women who aren't certified has

50 -59

[292]

$95,129

$90,728

$90,302 $106,587

$99,251

[50]

$97,976

$72,385 $102,267 $158,620 $102,105

dropped each year from 1997 when this statistic

60 and over

was first reported. Fewer women than men have
the CMA (31% vs. 39 %), and fewer women than
men have the CPA (36% vs. 39 %), and the proportion for the CPA is in-

ly to occur with the CPA exam than with the CMA exam (10% vs. 15 %).

creasing (CPA: 34% in 1999, 33°% in 1998; CMA: 34% in 1999, 31% in

The modal value of $5,000 is the same for both certifications, but both

1998). Even though fewer women than men have professional certifica-

the median and mean are slightly higher for the CMA than the CPA (me-

tion, this isn't a singular reason for the lower compensation of women.

dian: $2,600 versus $2,400; mean: $3,682 and $3,235). The occur-

The differences in average compensation are due to differences in certifi-

rences of salary increments and the magnitude of the amounts are within

cation or differences in gender but not to any interaction of certification

the ranges observed in prior years. This may be another factor for the dif-

and gender.

ference in compensation by gender: If women are less likely to have a

Some employers reward employees who complete professional certification examinations with an immediate salary increase. This is more like-

COMPENSATION AND DEGREES

professional certification, then they are less likely to receive this "bump"
in salary.

Table 4: COMPENSATION BYHIGHEST DEGREE

Table 4 presents compensation by highest degree attained. Everyone
would expect compensation to increase with each higher degree, and this

Highest Degree

Average
Salary

Average Total
Compensation

is true this year except for the doctorate category - individuals with a doc-

Less than baccalaureate $53,328

torate earn less than those with a master's degree. The only other time

Baccalaureate

$68,579 19801 $77,124 [981]

[24]

that individuals with a doctorate earned less than those with a master's

Master's

$82,353 [707] $94,729 [707]

degree was in 1991. This year's data would indicate that members with a

Doctorate

$80,550

doctorate (usually employed in academe) lag behind those with a mas-

Numberof responses shown in brackets.

[54]

$60,096

$90,689

[24]

[54]

ter's who work in industry. However, the proportion of those holding a
doctorate is small. The difference in compensation by degree is statisti-

of $2,000 - $25,000, and the average was $9,840. The magnitude of

cally significant in 2000.

these amounts is within the limits observed in prior years.

Back to the "gender gap" for a second. One of the reasons that could

For those receiving a master's degree, this may also mark the entrance

be argued for the "gender gap" in compensation could be that fewer

into a new position or even a different career path. This year, 18% of the

women than men have advanced degrees (32% vs. 48% for men), a fac-

respondents (range of 13°% to 17% in prior years) reported that they re-

tor we've traced since 1991. As was the case with certification, though,

ceived salary increments ranging from $300 to $45,000 with an average

the differences in average compensation are due to gender or degree but

amount of $8,155 (the mean amount of $8,709 in 1999 was the largest

not to an interaction of the two.

amount ever experienced). Similar to the argument presented for certifi-

As with professional certification, immediate salary increments are

cation, salary increments for advanced degrees may add to the "gender

sometimes awarded for advanced degrees - especially doctorates be-

gap" because women are less likely to have advanced degrees than men,

cause this degree is generally required for entering academe. For the

meaning they don't have the opportunity for this increment.

doctorate, 28% of individuals received increments as a consequence of
completing the doctorate. The dollar value of the increments had a range
June 2 0 0 1
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Table 5: AVERAGE SALARY BY STATE

Northeast Region

Average
Salary

Standard
Deviation

Average
Salary

Standard
Deviation

$70,819

$33,183

[5011

64,479

63,806

20

$76,145

$28,743

[104]

Connecticut

82,623

30,759

33

Maine

67,106

34,232

9

Illinois

71,969

25,115

82

Massachusetts

79,595

28,006

38

Indiana

67,347

32,778

49

New Hampshire

58,500

19,948

7

Michigan

67,467

33,195

96

Rhode Island

69,375

22,040

8

Minnesota

76,594

27,223

62

Vermont

66,611

24,246

9

Missouri

71,765

33,412

35

$78,445

$36,745

[3401

Ohio

73,672

32,097

96

Delaware

69,139

24,846

9

Wisconsin

68,511

36,292

61

Maryland

68,239

38,509

22

Plains Region

$72,662

$30,834

[1431

New Jersey

87,496

34,658

57

Kansas

80,142

46,671

19

New York

82,763

38,206

95

Nebraska

58,868

15,318

15

Pennsylvania

68,891

31,102

99

North Dakota

Virginia

82,678

43,466

45

Oklahoma

103,824

30,327

9

South Dakota

West Virginia

55,750

39,449

4

Texas

SouthRadon

$72,803

$53,025

[3461

Alabama

80,541

118,729

36

Arkansas

75,975

5,112

4

Florida

68,874

28,987

Georgia

85,149

Kentucky

63,988

Louisiana

89,940

Mississippi
North Carolina

*

*

64,207

33,074
*

Washington, D.C.

Iowa

*

Mid-Atlantic Region

Midwest Region

2
15
3

27,949

89

$56,587

[851

76,634

30,006

22

Colorado

76,494

31,864

24

64

Idaho

73,320

26,340

10

60,591

51

Montana

32,674

28

New Mexico

65,545

12

Nevada

47,065

1,480

4

74,976

33,950

71

South Carolina

58,054

24,241

33

Tennessee

68,321

29,596

43

Number of responses shown in brackets.

Utah

*

Arizona

*

75,354
$79,018

Mountdo R e "

0

46,360

7,399

5

100,271

117,977

12

85,537

70,893

12

$76,599

$30,307

[2211

81,678

32,482

Wyoming

West coast Reclon
California

*

Alaska

*

*

Hawaii

1
143
3

Oregon

67,304

26,142

24

Washington

66,194

21,514

50

*Data not reported to protect confidentiality.

COMPENSATION BY REGION,
RESPONSIBILITY, AND POSITION

P4into seven regions. The average salary and the standard deviation for
°

Region is statistically significant.
When responsibility areas are considered, executive levels would be

expected to be the highest -paid positions in organizations. Table 7 con-

these seven regions as well as the states that are assigned to these re-

firms this, with general management and finance ranking one and two

gions are presented in Table 5. The average salary increased in six of the

in this year's survey. Conversely, those positions most likely considered

regions from just over 1% to a high of 22.4% for the Mountain Region,

entry -level or lower management responsibility areas, such as general

while the average salary decreased 2.7% in the West Coast Region. In

accounting and cost accounting, are at the lower end of the list. Note

r

IFJ

As in prior years, we've categorized the 50 states and Washington, D.C.,

salary. But only the 22.4% increase from 1999 to 2000 in the Mountain

terms of ranking, the large increase catapulted the Mountain Region from

that the responsibility area of information systems is a new responsibility

seventh in 1999 to first in 2000. The Midwest Region dropped from

area this year.

fourth to seventh -the same ranking it had in 1998. Outside of the Moun-

28

Interestingly, the average compensation didn't increase in 2000 from

tain Region moving to the top of the list, the Mid - Atlantic, Northeast, and

1999 for those responsibility areas ranking the highest in the list (general

West Coast Regions were the other regions with the highest average

management, risk management, public accounting). Yet both of the com-
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Partner

$74,218 [635]

$82,907 [635]

$89,926 1771

$102,044 [771

Divisional Controller

$82,642 [114]

$94,925 [114]

General Manager

$77,592 [16]

$89,530 [16]

Plant Controller

$73,475 [74]

$81,422 [74]

$117,893 1421

Manager

$72,912 [217]

$80,716 [217]

$138,111

Asst. Corporate Controller $70,635 [53]

$77,936 [53]

Supervisor

$57,745 [43]

$61,450 [43]

Genera[ Supervisor

$54,155 [11]

$56,439 [11]

Chief Accountant

$48,668 [30]

$53,329 [301

Lower Management/
Entry Level

$53,038 [407]

$56,267 [407]

Systems Analyst

$62,451 [181

$65,870 [181

$124,426 [295]

[1]

[1]

$193,708 [12]

$216,583 [12]

Senior Vice President

$146,500

[6]

$236,167

[61

Chief Executive Officer

$110,286

[7]

$164,857

[7]

Owner

$104,037 [41]

Executive Vice President $102,000

[9]

[91

Chief Financial Officer

$99,844 [178]

$123,071 [178]

Principal

$83,909

$151,609

President

$77,792 [12]

$90,375 [12]

CorporateTreasurer

$76,885 1[9]

$85,922 [19]

Corporate Secretary

[4]

[4]

Senior Management

$78,257[307]

$89,616[307]

I

I

[5]

Middle Management

Vice President

[4]

[ *j

[4]

Financial Analyst

$57,344 [146]

$61,587 [146]

[5]

$155,700

[5]

Senior Accountant

$54,409 [129]

$56,929 [129]

Auditor

$53,319 [37]

$56,484 [37]

Staff Accountant

$40,240 [77]

$42,721 1771

$70,510

$74,812 [82]

$104,611 [53]

$127,272 [53]

Consultant

$76,014 [36]

$87,536 [361

Assistant Vice President
Corporate Controller

$71,318 111]
$69,957 [198]

$76,300 111]
$77,457 [198]

(

Divisional Vice President $118,200

I

(

Group Vice President

*

(

[5]

r

f

II

Average Total
Compensation

Director

$100,879 [294]

Chair of the Board

[

Top -Level Management

Average
Salary

Average Total
Compensation

r

Average
Salary

I

Academic Positions
Average Other

1821

83,406

78,071 [42]

[41]

Department Chair

[4]

Dean

[31

13]

pensation figures for the responsibility areas of budgeting and planning

Professor

$83,123 [23]

$90,297 [23]

(sixth highest) and education (seventh) did increase.

Associate Professor

$62,604 [18]

$66,743 [181

Assistant Professor

$61,583 [15]

$67,211

Instructor

$56,223 [11]

$57,541 [111

Administrator

$47,931

$48,719

position. We categorized these positions into five classifications -top
management, senior management, middle management, lower /entry -level

[8]

[

Members responding to the survey also were asked to select from a
list of 42 job titles the one that most closely represented their current

141

15]

18]

*Data not reported to protect confidentiality. Numbers of responses shown in brackets.

management, and academe. The average salary and average total comRFSPONSii

pensation by position within these various management levels is present
ed in Table 6.

Average
Salary

The classification of job titles isn't only difficult, but it may not be com-

Average Total
Compensation

$91,218 [228]

$110,205 [2281

Finance

$85,242 [237]

$102,880 [237]

the average compensation figures for the management levels presented

Information Systems

$84,199

[58]

$91,466

[581

in Table 6 do increase with seniority and rank. Both salary and compen-

Risk Management

$82,469

[161 $100,125

[16]

sation for the various management levels are greater in 2000 than in

Public Accounting

$76,165

[95]

$83,993

[951

1999 except for senior management. The increases for top management

Budgeting and Planning

$75,327

[99]

$88,158

[99]

are less than 2 %, the increases for lower /entry -level management are

Education

$71,798

[75]

$76,275

[75]

about 4 %, and middle management increased about 7 %. Academe

Internal Auditing

$71,482

[481

$78,514

[48]

showed the largest increase of 7% and 10.5% for average salary and av-

Corporate Accounting

$71,245 [451]

$79,868 [451]

erage total compensation. Once more, none of these increases for 2000

Taxation

$67,197

[41]

$72,909

[41]

can be considered statistically significant.

GovernmentAccounting

$64,189

[461

$65,756

[461

pletely accurate considering job titles are not uniform and may vary from

General Management

one organization to another depending on size or type of organization. Yet

General Accounting

$62,384 [227]

$68,274 [228]

the next lower management level tend to be less than the next succes-

Cost Accounting

$60,444 [141]

$64,557 [141]

sive higher level. While this is true for the lower /entry -level management

Personnel Accounting

$53,224

$54,937

level, there are a number of discrepancies in the other management

Number of responses shown in brackets.

Generally, the average compensation figures by job title /position in

[5]

[5]

continued on next page
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r r

if an employer should offer such an option to provide
more leisure /personal time. This year 65% of the respondents indicated they weren't interested in this option of
reduced hours /compensation (range of 55 % -62% since
1996).
The most common percentages preferred by the 34%
interested in this option of reduced hours /compensation
for more leisure /personal time were 5% by 12% of the
respondents, 10% by 37% of the respondents, and 20%
by 22% of the respondents. The mean percentage for the
amount of reduced hours /compensation for more
leisure /personal time by those responding to the question
is 15.7% for 2000, which compares with
-

r 1

II,

continued from previous page

levels. For instance, the positions of divisional vice president and
vice president have average compensation figures greater than the
average compensation figures for top management. Also, the positions of director and divisional controller are classified as middle
management, yet their average compensation figures exceed the averages for the senior management level. As we've pointed out in previous years, these two job titles might be considered senior management in many organizations.

,

i

16.2% and 15.9% in 1999 and 1998,
Women as a
Women
Men
All percent of men
respectively. Again, for those responding
to this question, the mean percentage
Average Salary
tends to increase with age.
Less than 1
$51,403 [38] $54,717 [591 $53,419
93.94%
Women are more likely to want this
$49,198 [55] $61,378 1701 $56,019
80.16%
to 3
option of reduced hours /compensation
4 to 6
$52,551 1831 $60,831 [100] $57,035
86.39%
for more leisure /personal time than men
7 to 9
$58,730 [72] $67,016 [1121 $63,710
87.64%
(45% vs. 30 %) as was true in prior years
10 -12
$64,471 1681 $76,884 [116] $72,297
83.85%
(52% vs. 37% in 1999; 48% vs. 34% in
More than 12
$68,375 [248] $89,745 17461 $84,413
76.19%
1998; 60% vs. 44% in 1997). Women
AverageTotal Compensation
who want this option of reduced
Less than 1
$56,569 1381 $60,701 [591 $59,082
93.19%
hours /compensation for more
1 to 3
$53,647 [55] $67,330 [701 $61,309
79.68%
leisure /personal time are willing to
4 to 6
$56,280 [83] $66,701 [1001 $61,907
84.38%
accept a larger percentage reduction
7 to 9
$62,871 [721 $76,540 [1121 $71,087
82.14%
than men (17.8% vs. 14.1 %) -a fact
10 -12
$68,851 [681 $86,089 [116] $79,718
79.98%
that's also consistent with prior years
More than 12
$76,852 [249] $104,537 [746] $97,609
73.52%
(18.3% vs. 14.9% in 1999; 18% vs. 14%
in 1998). The differences in the responses of men and women with respect to the selection of the
r
option and the percentage reduction are statistically sigYEARS IN THE FIELD
nificant. The mean for the percentage reduction that men
You would think compensation would increase as the years of experiare willing to take increases by age category (from 13.4%
ence in the field increased. Table 8 shows that this is the case for the
for those in the 20 -29 category to 22% for those 60 and
total population for both average salary and total compensation. But
over). Women 30 -39 had the greatest percentage for
when the data are analyzed by gender, women in the field for less
reduced hours at 19.6 %, while the upper age categories
than one year earn more that those in the field for one to three years
ranged from 17.1% to 17.6 %, and the 20 -29 category was
for average salary and for both one to three and four to six years for
the lowest at 14.1 %. Men who support no children want
total compensation. Compensation for those in the field less than
a mean reduction of hours /compensation of 16.3%, while
one year being greater than either one or both of the next two catethose supporting anywhere from one to four children
gories has occurred for women for the last three years. One possible
want reductions from 11.1% to 13.9 %. This is exactly
explanation could be that women in this year's sample and brand
opposite for women; for women who support one to four
new to the field are more likely to be certified than those in the field
children, the mean percentage reduction in hours /comone to three years (but not those in the field four to six years). Inter pensation ranges from 18.6% to 20.0%, with those having
estingly, this same phenomenon doesn't occur for men in 2000 for
no children being 16.2 %.
the first time since 1993. Yet men one to three years in the field out When we examine this factor by marital status, 37% of
earn those who've been in the field four to six years for both average
the single /divorced members want this option (39% and
salary and total compensation.
30
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SALARY COMPARISONS:
WOMEN VS. MEN

spectively, for the 30 -39 age category (40.6% of the women; 30.2% of

Figure 1 shows a five -year comparison of the average salary of men

the women; 37.6% of the men); 75% and 74 %, respectively, for the

and women. While the average salary increased in 2000 as compared

50 -59 age category (11.4% of the women; 21.8% of the men); and

to 1999 for both men and women, these increases aren't statistically

56% and 78 %, respectively, for the 60 -plus age category (2.2% of the

significant. Our primary observation from this figure is that the average

women; 3.6% of the men). Note that the percentage of women is

salary of men ($80,595) exceeds that of women ($61,313), a differ-

greater in the younger age categories, further confirming that women in

the men); 80% and 75% respectively for the 40 -49 category (30.7% of

ence that is statistically significant. This

this sample are younger than the men. This

fact shouldn't be a surprise to IMA mem-

shouldn't be unexpected because the ac-

bers because this is the 12th year in a

$90,000

counting profession has become attractive

row this survey has identified a statisti-

80,000

to women in the past 20 years. Part of the

cally significant "gender gap" in salaries.

70,000

50 -59 and the 60 -plus age categories

The more intriguing questions deal with
whether the "gender gap" is increasing or
decreasing and whether any causes or
reasons for the gap can be identified.
Over the past five years, men's and
women's average salary was the closest

60,000

would represent individuals graduating in

50'000

the 1960s when most of the college grad-

40,000

uates entering the accounting profession

30,000

were men.

20,000

Table 8 also provides some insight into

10,000
0

the "gender gap" between men's and

in 1998; the gap has increased slightly

women's compensation. For each "years in

the past two years ($470 in 1999 and another $791 in 2000). But

the field" category, women earn less than men, and these differences

when women's average salary is stated as a percentage of men's, the

are statistically significant. This has been true for all 12 years that our

amount is the same percent as calculated in 1999, or 76 % —a percent-

survey has been conducted except for 1990 when women in the field

age that has increased from a low of 69% in 1996. While the gap

less than one year earned more than men. Table 8 also shows women's

hasn't narrowed in 2000, there seems to have been a decrease in it

compensation stated as a percentage of men's. Note that women's

with respect to average salaries over the past five years.

compensation is closest to men's in the "less than one year in the

The story is a little different when average total compensation is ex-

field" category while the largest divergence is in the "more than 12

amined. When women's total compensation is stated as a percentage of

years" category.

men's, the percentage had increased from 65.4% in 1996 to 74.5% in

As we mentioned previously, women are younger than men in this

1999; this year the amount dropped to 72.7 %, and the gap between

sample. In addition, for every "years in field" category, women are

men's and women's average total compensation increased approximate-

younger than men, on average. For instance, the difference is less than

ly $1,400 in 2000 from 1999. Thus, when average total compensation

one -half of a year in the 10 -12 years in field category, but otherwise

is considered, the "gender gap" is greater than that measured by average

the difference is more than a year and is over four years in the less -

salary. This would seem to indicate that men are more able to generate

than- one - year -in -field category.

additional compensation in the form of bonuses, profit sharing, etc.

Furthermore, the proportion of women in all but the "more than 12

The average salary and average total compensation by age category

years in the field" is greater than the respective years in the field for

continued on next page

for both men and women presented in Figure 2 further confirm that the
"gender gap" exists and tends to increase with age. Women earn

-

less than men in all age categories for both compensation measures, and this difference is statistically significant. Compensa-

$120,000

tion tends to increase for both men and women as age increases except for women in the 50 -59 category (both compensation

100,000

figures) and the 60 -plus category (average salary only) and for

80,000

WomenSalary

WomenTotal

M

Men Salary

M

MenTotal

men in the 50 -59 category (average total compensation only).
Using the compensation figures from Figure 2, you can calculate the percentage of women's compensation to that of

60,000
40,000

men for each age category. Women's compensation as a percentage of men's is 91°% for both compensation figures in the
19 -29 category (15.2% of the women; 6.7°% of the men);
86% and 82% for average salary and total compensation, re-

20,000

0

19.29

40.49

5059
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60,000
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continued from previous page

amounted to $105,150 in 2000, which represents a 1.3% increase

men, meaning that women have less experience. When field years and

over the amount reported in 1999 ($103,811). Even though the

management level are compared, the number of years that women

spouses of women earn more that the spouses of men ($57,066 vs.

have been in the field is less than men for every management level,

$38,694), men have household income of $109,674 (a 2.2% in-

with the greatest difference occurring in the top management level

crease in 1999 from $107,272) while women's household income is

(over six years' difference) and decreasing to a little over two years for

$95,644 (a 0.3% decrease from $95,891). The differences in house-

the lower /entry levels of management.

hold income by gender are statistically significant, but the changes in

When field years and certification are examined, fewer women than

the increases/ decreases in 2000 from 1999 are not significant.

men are certified for all of the years -in -field categories. When field

As in prior years, more male members are married than female

years and degrees are reviewed, fewer women than men have ad-

members (83% vs. 66 %) —a difference that's statistically significant.

vanced degrees for all of the years -in -field categories. Thus, factors for

The spouses of married female members are more likely to be em-

women having lower compensation is that they are younger, they have

ployed outside the home (75 %) than the spouses of married male

fewer years in the field, fewer are certified, and fewer have advanced

members (53 %), again a statistically significant difference. The aver-

degrees.

age household income for married men is $116,368, which is greater

An examination of average total compensation based on the dis-

than the average of $110,185 for married women. This difference in

cussion of Figure 2 and the percentages presented in Table 8 shows

average household income by gender isn't statistically significant in

women's and men's compensation closer for the average salary than

2000 —this was also true in 1999. Interestingly, the average house-

for average total compensation. The difference increases by age cate-

hold income of men increased in 2000 from 1999 by 2.3%

gory (Figure 2), except for the 60 -plus category (the smallest with re-

($113,806) while that of women decreased very slightly ( -0.3% from

spect to number of respondents), and increases by each years- in -the-

$110,475). Again, these differences aren't statistically significant.

field category. In fact, when additional compensation is examined by

As in the past, the household income of married members can be

years in field, men receive a greater amount of additional compensa-

analyzed and compared. Obviously, the average household income of

tion (bonuses, profit sharing, etc.) than women in every category, and

$118,721 for married members with dual incomes (both spouses

the difference in additional compensation between men and women

working) is greater than the average of $106,610 for married mem-

increases for every age category except 60 -plus.

bers when only the IMA member is working ($119,539 vs. $101,974
in 1999); this is statistically significant. The average household in-

HOUSEHOLD INCOME
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come of married with no children (both single and dual income) is

Since 1991 we've examined various measures involving household in

$118,894 vs. $112,373 for the married members with children

come. Household income refers to the total compensation of the IMA

(again both single and dual income); this difference is statistically

member (salary plus additional compensation, or what has been re-

significant. The average household income of dual- income members

ferred to as total compensation) plus the income of the member's

with no kids (referred to as DINKS) of $122,439 is greater than the

spouse. Note that members who are single, divorced, or widowed —as

$116,460 for dual- income members with kids ($120,589 vs.

well as some of the married members —will not have a "spouse" in-

$118,978 in 1999); this is statistically significant. The average

come, which means that household income for these individuals is

household income of $109,113 for single- income families with no

the same as total compensation. The average household income

kids exceeds the amount of $105,668 for single- income families with

STRATEGIC FINANCE
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kids ($98,296 vs. $103,576 in 1999) and is also statistical
Employed at
Location
Average
Salary

ly significant. This result is exactly the opposite of what happenedin 1999.
The average age of the single- income members with no

Number of People

Employed in
Entire Organization
Average
Salary

kids is 50 as compared to the average age of only 41 for

1 to 9

$67,480 [104]

$69,774 [63]

single- income members with kids -close to the average for

10 to 24

$68,901 [131]

$78,323 [54]

the whole sample population -and this is statistically

25 to 99

$73,290 [358]

$68,003 [181]

significant.

100 to 499

$74,341 [581]

$72,198 [360]

500 to 999

$74,498 [204]

$73,656 [141)

household income for married members by type of house-

1,000 to 2,499

$76,657 [189]

$73,635 [169]

hold (dual income vs. single), by gender, and by children

2,500 to 4,999

$81,899 [101]

$74,464 [164]

5,000 plus

$79,134

$78,300 [627]

Figure 3 presents additional comparisons of average

(kids vs. no kids). The average household income of dual-

,

income male members ($120,178) exceeds that of women

[90]

Number of responses shown in brackets.

($116,050) by about $4,000. When children are considered .

i

in this mix, the average household of dual- income male
members ($119,331) exceeds that of women ($110,355) by almost

COMPENSATION BY FIRM SIZE,

$9,000. But the reverse is true for DINKS. The average household income

SIC AREA

of dual- income female members without children ($123,401) exceeds

Table 9 shows average salary by two size factors - number of employees

that of male DINKS ($121,778) by about $1,600. This same anomaly for

at one location and number of individuals employed by the entire organi-

this classification occurred only in 1999 and is statistically significant.

zation. Average salary increases by size of location except for the last two

Thus, the male spouses of female members without children out -earn the

size categories where the average salary is greater for the 2,500 -4,999

female spouses of male members without children ($60,724 vs.

category than for the 5,000 -plus category. For the entire organization, the

$43,874).

average salary for the 10 -24 category, the next to smallest, is greater

Now look at the household income of single- income married mem-

than all other categories -of course, it also has the fewest observations,

bers. The average household income of men exceeds that of women in all

meaning that a few large salaries can influence the average. The figures

cases -in total ($110, 826 vs. $72,296), with children ($107,381 vs.

in 2000 exceed those for 1999 for five of the eight location size cate-

$78,937), and with no children ($122,138 vs. $67,869). All of these dif-

gories and six of the organization size categories. Generally, in those years

ferences in single income by gender are statistically significant. This is an

with a significant increase in average salary, the average salary by size

area where the "gender gap" really appears to be evident.

factors is greater for all categories. For example, this was the case in
1999 and 1997. In those years when the increase isn't statistically significant, such as this year as well as 1998 and
Average Total

Average
Salary

SIC Area

1996, then some size categories will show increases and

Compensation

others decreases - another indication that average compen-

Agriculture, Forestry, Fisheries

$76,280 [18]

$83,710

Mining

$66,970 [10]

$69,640 [10]

sation didn't increase in 2000.
Table 10, average compensation by SIC (standard indus-

Contract Construction

$70,494 [48]

$79,755 [48]

try code), reveals that the agriculture, forestry, fisheries in-

[18]

Manufacutring

$75,689 [673]

$86,481 [673]

dustry had the highest average salary for the second year in

Transportation, Communications, and
Utility Services

$75,205 [136]

$86,621 [136]

a row (1999 was the first time it had ranked first). Yet this
industry didn't rank the highest in average total compensa-

Wholesale and Retail Trade

$71,743 [120]

$84,56211201

tion as it did in 1999. That honor goes to the finance, insur-

Finance, Insurance and RealEstate

$75,168 [179]

$88,252 [179]

ance, and real estate industry for the first time since 1996.

Services (all)

$74t27914411

$82,829 [442]

Note that the service industry is shown in total and then

Medical /Health services

$63,868 [59]

$68,530 [59]

broken down into four separate areas - medical /health ser-

Educational services

$69,993 [108]

$73,736 [108]

vices, educational services, public accounting, and other.

Public Accounting

$75,699 [116]

$83,269 [116]

While the service industry only ranks fifth and sixth in

Other service SIC codes

$80,053 [158]

$93,990 [159]

terms of average salary and average total compensation,

Government

$65,381 [77]

$67,765 [77]

public accounting, which has more observations than four

Nonclassifiable

$80,495 [53]

$92,946

of the single SIC areas, has greater average salary than all

[53]

Numberofresponsesshowninbrackets.
)
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of the other SIC codes except agriculture, and the "other
continued on page 35
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54% in 1999 and 1998,respectively), and the mean percentage is 14.7% (14.5% and 15.0% in 1999 and 1998,

respectively). Married members mirror the total population with 34% (42% and 4 9 % in 1999 and 1998,respectively) interested in reducing their hours /compensation
for more leisure /personal time with a mean percentage
reduction of 16% (16.6% and 16.0% in 1999 and 1998,
respectively).
In order to delve further into alternative career path
issues, we asked members whether they would be interested in a career path that allowed more flexibility (rigidity) in work hours providing more (less) time for family
commitments and slower (faster) advancement. For the
6 4 % of the respondents who thought this was relevant to
their situation, 79% would prefer a more flexible career
path with slower advancement while 21% would take the
more rigid career path and faster advancement.
This result is the highest percentage for flexibility that
has been recorded for the five years this factor has been
tracked (range of 75 % -78% during 1996 - 1999).This
option becomes less of an issue as a member becomes
older; i.e., individuals indicated this option didn't apply
to them. For those for whom it was an option, interest in
having a more flexible /slower advancement career path
increases with age until the 60-plus category. When gender is considered, 78 % of the men and 81% of the
women want a more flexible /slower advancement career
path, a difference that is not statistically significant.
When marital status is considered, 8 9 % of the divorced
members (74% in 1999)are interested in the
flexible /slower advancement career path as compared to
8 2 % of the married members (75 % -79% in 1996 -1999)
and 6 1 % of the single members (59% in 1999).Interestingly, even though there's no increase in average salary in
2000, these slight percentage increases in the
flexible /slower advancement career path would seem to
indicate that IMA members would be more satisfied with
a slower -paced work style even if it means slower
advancement.
When marital status is examined with respect to children, 9 6 % of the divorced members with children want
the flexible /slower advancement career path as compared
34
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to only 6 4 % of the divorced members without children.
For single members, 6 9 % of those with children want the
flexible /slower advancement career path as compared to
31 % of those without children. For married members,
6 1 % of the single - income individuals with children don't
even think that the flexible /slower advancement career
path applies to them. We presume that if these individuals needed additional income for supporting their children, they would want the more rigid/faster career
advancement that would result in a higher income at a
faster rate. If the single- income individuals with children
needed more leisure time, then you'd think they might
want the flexible /slower advancement career path. By
indicating that this option doesn't even apply seems to
indicate that they're very content with the status quo or
aren't sure what would be best for them.
For those married single- income members with no
children, 84% (81% in 1999)would like the flexible /slower advancement career path. This finding seems to indicate that these individuals are content with their career
path (and income levels) and may want to free up more
personal time. For dual income members (member with
spouse working outside the home), 70 % of those with
children and 6 1 % of those with no children would prefer
the flexible /slower advancement career path. Thus,
DINKS are more career -path driven, desiring the more
rigid career path.
A career interruption may impact an individual's compensation. What impact it has is difficult to determine.
For instance, if the career interruption meant leaving the
workforce to pursue an advanced degree, you'd expect the
individual to re -enter the workforce at a higher salary
than before the interruption. If an interruption is the
consequence of job loss from a merger or downsizing,
then an individual's new job may be less than the previous job, but it could be at a higher salary, too. Should a
woman drop out of the workforce as a consequence of a
maternity leave, does her salary keep pace with her male
counterpart's salary, or does she lose ground during this
period of time? All of these issues are difficult to pinpoint
without a longitudinal study where the same people are
tracked over time.

TOP MANAGEMENT

Baccalaureate
No CMA or CPA

Men

Women

[1]

[1]

82,329

[34]

96,217 [129]

Men
[4]

[4]

68,895

[48]

75,272 [128]

62,449

[16]

72,69 7

[53[

[4]

76,867

[23]

*

Women
No Degree

SENIOR MANAGEMENT

68,897

[21]

83,561

[46]

CMA

101,700

[51

101,560

[15]

CPA

112,000

[6]

105,638

[53]

71,128

[21]

72,027

[32]

[21

96,403

[15]

68,043

[7]

85,455

[201

112,393 [111]

66,443

[29]

92,837

[911

Both CMA and CPA
Master's

No CMA or CPA

94,519

[10]
[5]

106,162

1371

61,156

[8]

87,638

[33]

*

[2]

126,981

[26]

65,878

[91

97,093

[30]

CPA

*

[1]

105,184

[25]

59,485

[61

94,633

[12]

Both CMA and CPA

*

[2]

113,761

[231

81,300

[6]

94,231

[16]
r

78,309

CMA

MIDDLE MANAGEMENT

No Degree

61,714

Baccalaureate

ENTRY -LEVELMANAGEMENT

Men
[7]

Women
[3]

Men
[2]

*

Women

[4]

64,405 [142]

70,951 [213]

45,638 [1361

No CMA or CPA

56,447

[62]

63,086

[93]

42,721

74

46,959

[71]

51,719 j 120

CMA

67,451

[24]

77,012

[43]

46,356

23

62,397

[17]

CPA

68,731

[29]

73,470

[41]

47,480

29

55,241

[151

Both CMA and CPA

75,325

[27]

81,162

[36]

60,233

10

57,811

[17]

Master's

70,504 [641

85,443 [2061

56,235 1431

64,232 [981

No CMA or CPA

59,506

[24]

80,330

55,471

26

67,421

CMA

78,151

[14]

85,152

[55]

4

64,240

[20]

CPA

78,900

[141

86,817

[361

63,320

5

56,845

[17]

Both CMA and CPA

73,783

[12]

93,857

[411

56,172

8

64,131

[211

*

[74]

[401

•Date not reported to protect confidentiality.
W
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a master's degree with a CMA working in middle management -the aver-

SIC codes" within the service area is even greater than public accounting.

age for the 14 women in this category is $78,151 while the amount for

When compensation by SIC in 2000 is compared to 1999, there are
some interesting results. The agriculture, forestry, fisheries industry (high-

the 55 men with the same characteristics is $85,152.
We can make a number of observations from this table. First, the aver-

est average salary in 2000), public accounting, wholesale /retail trade,

age salaries increase with management level. Second, individuals with

and the medical /health services within the service industry were the only

certification have higher average salaries than those without certification.

ones that reported lower salaries in 2000 than in 1999. In terms of aver-

Generally, those with a master's degree earn more than those with only a

age total compensation, only manufacturing; transportation, communica-

baccalaureate, with the exception being women in senior management

tions, and utility services; finance, insurance, and real estate; educational

with a baccalaureate sometimes earning more than those women with a

services and government showed increases in 2000.

master's degree.
Table 11 also reflects the extent of the gender gap. There are only four

AVERAGE SALARY PROFILE

cells in this table where the average salary of women exceed that of men

Table 11 presents average salary by four common characteristics - degree

with the same characteristics -women with a baccalaureate degree only

(baccalaureate and master's), certification, management levels, and gen-

in top management with either a CMA or CPA, women with a baccalaure-

der. This allows individuals to compare their salary with those who have

ate degree in entry -level management with both the CMA and CPA, and

same /similar characteristics.But these figures should be used only for

women with a master's degree in entry -level management with a CPA. In

casual comparison because they're based on subsets from the entire

each of these situations, the number of women represented in these cells

population and often don't have a sufficient number of responses nor

is 10 or less, which means that they don't have a great impact on the

consider all factors. An example of a comparison might be a person with

overall averages.
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CALCULATING AN AVERAGE
SALARY

Your

Average

_

A feature first introduced in 1989 and continued this
calculation IMA member
$52,688
$52,688
$52,688
year is the calculation of an estimated salary using
Start with this base figure
If you are TOPmanagement
some of the significant demographic variables
19,811
ADD
tracked in the survey. Table 12 presents the compoOR
Ifyou are ENTRY -level management SUBTRACT 14,437
nents included in this year's estimate. This regression
analysis predicts up to 30% of the variability in
Number of years in the field
TIMES
790
11,850
salaries resulting from the demographic variables
If you have an advanced degree
ADD
11,175
If you hold professional certification ADD
considered in this survey, and this percentage is con13,156
7,807
sistent with the regressions that we've presented over
If you are female
SUBTRACT 7,659
the 12 years this calculation has been made. The
$72.345
table presents a calculation for an "average" IMA
Estimated Salary Level
member (male in middle management with 15 years
in the field and a professional certification) that results in a salary estiprovided in Table 12. Start with the base figure of $52,688, and add
$19,811 if you are in top management or subtract $14,437 if you hold
mate of $72, 345. This figure is about $2,000 less than the average
salary presented in Table 1 —an amount that's the consequence of factors
an entry -level position (There's no factor if you're in senior or middle
other than those incorporated into the regression (e.g., industry, organizamanagement). Add the product of the number of years in the field times
$790, add $11,175 for an advanced degree, add $13,156 if you hold a
tion size, etc.).
If you want to calculate your own "personal salary" follow the steps
professional certification, and subtract $7,659 if you are female.

Starting in 1998, we included data regarding career
interruptions in the salary survey. A career interruption,
for purposes of this study, is defined as being an interruption of six months or more. This year 388 individuals,
or 22%, reported having an interruption of six months or
more (19% in 1998 and 21% in 1999). In 1999, more
women than men had career interruptions. While women
report having more interruptions than men again this
year, the difference isn't great (22.4% vs. 21.6 %) nor is it
statistically significant (26% vs. 19% women to men,
respectively, for 1999). When interruptions by years in the
field are examined, those in the field one to three years
are the least likely to have an interruption (17 %), and
those in the field more than 12 years are the most likely
to have an interruption (25 %).
The average salary and average total compensation is
approximately $3,000 less for both compensation measures for those persons reporting interruptions in their
careers versus those who haven't had an interruption.
These differences in compensation due to interruptions
are not statistically significant.

AQUICKRECAP
Since 1996, this survey has asked members whether they
would be interested in reducing their hours (with a proportionate reduction in compensation) to provide more
leisure /personal time. The responses this year resulted in
the smallest percentage of members interested in this
36
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option, and the mean percentage was the smallest since
this factor has been tracked. Single and divorced individuals are more interested in the reduction in hours /compensation than married members. Women are more likely
than men to be interested in this option. Furthermore,
women in the 30 -39 age category offered the greatest
mean percentage reduction in hours /compensation, and
this is most likely the age category for women having
young children. In addition, women supporting children
offered a greater mean percentage reduction in
hours /compensation than men with children. For married members, those with children (both single- income
and dual- income) were less interested in this option, but
those who wanted the option wanted a greater percentage
reduction than those without children (both single income and dual- income).
Interest in flexible /rigid career paths decreases with
age, but for those who have this option, interest in the
flexible /slower advancement career path increases as
members get older. Overall, there seems to be a tendency
for individuals to want a more flexible career path resulting in slower advancement to provide more time for family commitments, and this is true regardless of gender.
Those wanting a more rigid career path resulting in faster
advancement are those members without children —i.e.,
divorced members, single members, and DINKS —with
single- income married members with no children being
the lone exception. Our conclusion here is that salary of

1997, 1999), there is no statistically
the single- income married
HOWTHESURVEYWASCONDUCTED
significant increase in average salary
members with no children must
in each ofthe immediate subsequent
be sufficiently high that they
The salary survey was mailed during Novemeven
- numbered years. This phenomwant to spend more leisure time
ber 2000 to a random sample of 4,769 IMA
enon continues in 2000 because the
members. The sample was selected to reprewith their spouses.
average salary of$74,405 and aversent the membership of IMA geographically
The "gender gap" has been
in the United States. The questionnaire packet
age total compensation of$84,580
reviewed closely and discussed
included a return envelope and a separate
represent increases of3.5% and
extensively over the years that
postcard to indicate return of the survey. A
2.6%, respectively, over the figures
this survey has been conducted.
follow -up survey was sent in December 2000
reported in 1999, but these amounts
There's no doubt that women
to those who hadn't returned the postcard
aren't statistically significant in 2000
earn less than men. There's evifrom the first mailing. The sample size was
because they fall within the sample
dence that the "gender gap"
selected to allow for a 95% confidence level of
margin of error.
with respect to average salary
estimating the population mean within plus
2
David L. Schroeder and Karl E.
has lessened over the past five
or minus 3% based on expected return rates.
Reichardt,
Salaries 1992, Manageyears, but the gap increases with
A total of 1,905questionnaires were rement Accounting, Vol. LXXIV, No.
age partly because there are
turned, yielding an overall response rate of
12,
June 1993, pp. 27 -35; Karl R
fewer women in the upper age
40%. Of this number, there were 1,777usable
Reichardt and David L. Schroeder,
questionnaires, representing 37% of persons
categories. Part of this phenom95%
Salaries 1991, Management
surveyed. This response rate allows for a
enon is due to the fact that the
confidence level for all data on the survey beAccounting, Vol. LXXIII, No. 12,
upper age categories include
cause
those
persons
responding
to
the
survey
June 1992, pp. 21 -27; David L.
individuals who graduated from
IMA
represented the
membership proportionSchroeder and Karl E. Reichardt,
college in the 1960s when
ately for those demographics maintained by
Salaries 1990, Management
accounting was primarily conIMA.
Accounting, Vol. LXXII, No. 12,
sidered a male profession.
June 1991, pp. 25 -31; and Karl E.
When average total compenReichardt and David L. Schroeder,
sation is examined, however, the
NAA Salaries, Management Accounting, Vol. LXXI, No. 11, May
gap doesn't appear to have narrowed or become stabilized
1990, pp. 18 -24.
because it increases by age category. Men are receiving
more additional compensation (bonuses, profit sharing,
David L. Schroeder is an associate professor of decision scietc.) than women in all age categories. Part of the reasons
ences
in the College of Business Administration at Valfor women earning less than men can be traced to the
paraiso University. He holds a Ph.D. in Management
fact that they are younger, they have been in the field for
Information
Systems from Oklahoma State University.
fewer years, they are more likely to work in lower -level
management positions, they have fewer advanced
Karl E. Reichardt, CMA, is an associate professor of
degrees, and they are less likely to hold a professional ceraccounting in the College ofBusiness Administration at
tification. Note that all of these factors, except age, appear
Valparaiso University. He holds a Ph.D. in Accountancy
in the regression analysis for calculating an average annufrom the University ofMissouri - Columbia.
al salary (Table 12). ■
I An interesting trend that has existed for the past 10 years contin-
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ues with the current IMA Salary Survey. Since 1991, when there

agement Accountants for their support in conducting this research.

has been a significant increase in the average compensation of

The authors also wish to thank Adam Risley and Sarah Reichardt

IMA members in the odd - numbered years(1991, 1993, 1995,

for their work on all ofthe processing aspects of the survey.
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TIE YOUR
CAPITAL BUDGET
TO YOUR
STRATEGIC PLAN
OTHERWISE,YOUMIGHTBESPENDING MONEY
FORTHE WRONG

PROJECTS.

BY R. HENRY MIGLIORE AND DOUGLAS E. MCCRACKEN

At a recent board of directors meeting for a local company,
the group was about to approve an expenditure for upgraded equipment. During the discussion, one of them asked,
"How does this proposed equipment fit into our strategic

J_

plan ?" What followed was disconcerting. No one knew the
Z
JO

answer. Further, several members of the board didn't under-

U
M
O

stand the importance of the question. These directors —who

N
Z
O

were conscious of their responsibilities as stewards of

N

corporate assets, their responsibilities for internal control,

J
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and their responsibilities to third parties, particularly
investors and creditors — hadn't considered the relationship of capital acquisitions to the strategic plan. They
hadn't considered what might happen if they upgraded
equipment to support a product that was in the mature
stage of its life cycle, possibly approaching a point where
it would be phased out.
As corporate financial professionals, you need to recognize that capital asset decisions are the most irrevocable
long -range activities because they:
• involve significant corporate funding;
• are the least flexible in terms of changing the strategic direction of the business;
♦ are the least flexible for conversion into more liquid
assets;
♦ may geographically impact the long -term raw material supply capabilities of the business (for example, newer manufacturing facilities are located near deep -water
ports to accept raw materials arriving from around the
world);
♦ may geographically impact the business's long -term
customer access (for example, a company would place a
new plant near existing product delivery points or concentrations of potential customers); and
♦ involve decisions about assets that are unique to the
company.
Since the unique features of capital assets represent the
source of a company's product individuality and position
in the marketplace, capital decisions must support the
company's strategic plans. The irony is, this decision
process has become one of management's most mechanical activities, reduced to the "best set of numbers" or an
extension of the sales forecast rather than the assurance
that acquisitions support the corporate vision expressed
in the strategic plan and mission statement.

DEFININGTHESTRATEGICPLAN
The strategic plan must be a living document that:
♦ managers keep on their desks and refer to frequently, perhaps even daily.

♦ is updated when events occur, not because time
periods expire.
♦ requires management explanations when its projections aren't met. Everyone has to understand any significant variations from the planned activities so adjustments
can be made to the plan.
♦ represents management's philosophy of managing
with a planning process. Here it's both a product and a
process. The product is the plan —the written document.
The process is the interaction that takes place among the
employees and management to develop the plan.
♦ reflects the corporate leadership's visions of the
company's future.
♦ must be shared with all corporate stakeholders,
employees, and even customers and vendors so they can
embrace it as their own.
♦ is supported with individual functional plans developed by the corporate units. It uses marketing's sales projections, manufacturing's production projections, human
resources' training objectives, and similar plans from the
rest of the divisions.
♦ uses a systems approach to show how the functional
plans interact with the overall strategic plan. It considers
how each corporate function influences the other organizational activities, recognizing that all parts (subsystems)
of a company must operate together toward a common
purpose as stated in the corporate mission statement.
♦ is recognized in the company's financial reporting system as a way to measure the company's progress in implementing the strategic plan. (The financial reporting system
is a universally recognized measurement mechanism.)
♦ contains objectives — specific measurable results that
outline exactly what should be accomplished in a given
time frame.
♦ identifies the strategies —the how, where, and when
of resource commitment to achieve objectives.
The strategic plan should focus first on the customers'
needs, then on the business's capabilities to meet those
needs with its products and services. Operating managers
are the ones who'll make the plan happen (sales, produc-

THE P R O D U C T IS THE

PLAN THEWRITTENDOCUMENT.
THE PROCESS IS THE I N T E R A C T I O N

THATTAKESPLACEAMONGTHEEMPLOYEESANDMANAGEMENTTODEVELOPTHEPLAN.
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SOME

COMMON
EVALUATION T E C H N I Q U E S

Payback (Payout) Method —This

interest rate, usually the company's

technique subtracts the cash

cost of capital, and discounts the

inflows from the projec t's initial

cash flows by that value. The result

project's cash flow over its life,
♦�its �res ults�are�eas ily�understood,
and
♦�it�c ompens ates�f or�unequal�lives

cash outflows until the outflows

shows the present value of that

have been recovered. The time

cash f low at the predetermined

required to recover the cash out-

Interest rate for the projec t under

Its disadvantages include:

flow is the payout period.

review.

♦�the�dif f ic ulty�to�c ompute�and

and cash flows.

Its strengths are:

This method considers the time

♦�the�implic ation�that�the�c as h�c an

♦�s implic ity�and

value of money and the cash flow

or will be reinvested at the inter-

♦�identif ying�the�time�required�to

for the life of the project, and the

nal rate of interest.

return the money.

discount rate(s) can be adjusted to

Its weaknesses are:

reflect changes.

♦�it�ignores �the�time�value�of

Its disadvantages

money and
♦�the�c as h�outflows �af ter�the
payback period.

Include:
♦ � i t s � di f f i c ul t y� t o
c om put e,

♦�the�f ac t�t hat�manageAv e r a g e A n n u a l R e t u r n o n

ment mus t s elec t the

I n v e s t m e n t —This�evaluation�pro-

discount rate, and

cedure takes the total inc ome over

/

~

~ �

C

\

7

♦�the�res ult�may�be

the lif e of the project divided by the

mis leading when

years of the project and develops

comparing projects of

an average annual income value.

differing lives or dis-

The average annual income is then

similar cash flows.

divided by the investment amount
to determine a rate of return.

Discou nted Cash Flow

Its advantages include:

M e t h o d —This�proce-

♦�the�c ons ideration�of �the�full

dure takes the c ash
flows of the project over the life of

Purchase vs. Lease —A lease may

the project and determines the

be an alternative to a capital

data later in the ac counting

projec t's present value and internal

expenditure, but it's a financing

records.

Interest rate. Any rate above the

consideration for the acquisition

Its disadvantages include:

company's cost of capital will

and not a part of the investment

♦�the�f ailure�to�cons ider�the�time

enhance the overall corporate pic-

decision itself. Under today's "sub-

ture. It allows the maximization of

stance over form" financial and tax

corporate profits by selecting proj-

rules, leases involving substantially

ects with the highest internal inter-

all of an asset's economic life and

inc ome over the project and
♦�the�eas e�of �locating�c omparable

value of money and
♦�the�inf luenc e�of �inflation�bec ause
the depreciation included in
expense will be based on the his-

est rates.

value must be treated as an

toric, not replacement, values.

Its advantages include:

acquired asset. Therefore a lease is

♦�the�c ons ideration�of �the�time

no longer an economic ranking con-

Present Value Method —This
method takes a predetermined

value of money,
♦�the�c ons ideration�of �all�the

sideration as it may have been
before the 1970s.
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IF AN ASSET DOESN'THAVE
ALONG-TERM

STRATEGIC FIT,
GET RID OF IT WHILE IT STILL HAS VALUE.

tion). Staff managers are supporting observers who add
their definitive, focused expertise (financial, legal, human
resources) when and where it's required.

BUILDINGTHEPLAN
The strategic plan begins with a corporate mission statement defining the company's purpose and where the
business wants to be in the future, including how it plans
to get there. It identifies guidelines for targeting the corporate market, such as:
• customer needs in that market,
• customers' level of education and income,
• customers' consumption habits,
• potential mix of products and services, and
• customers of today and tomorrow.
It also identifies the corporate organizational features,
such as:
• its projected size and potential for growth,
• its resources and capabilities,
• an analysis of its physical plant capabilities,
• an analysis of its technology developments,
♦ a review of the staff support requirements in the
planning period, and
♦ use of these resources in achieving corporate goals.

MANAGINGTHEASSETS
As you develop the strategic plan, you'll need to look at
your fixed -asset base —the permanent physical base the
company uses to produce its product. Managing capital
assets must be a prime consideration.
The stages of asset management are the acquisition,
maintenance, and disposition of plant and equipment.
1. Companies acquire new physical assets when operating management determines the plant facilities are inadequate to support corporate needs for growth or corporate
citizenship, such as environmental concerns and safety.
Acquisitions include:
♦ equipment replacement expenditures to replace the
older machinery and reduce maintenance and operating
costs;
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♦ expansion investments that enlarge manufacturing
or other company facilities, including those to expand
current markets or invade new markets;
♦ investments to support strategic improvements in
existing products and the addition of new products that
offset or replace deteriorating markets and protect the
company's revenue position; and
♦ combinations of the above.
2. Maintenance is the second stage of capital asset
management. Management usually is concerned with just
the level of expense and its immediate effect on net
income rather than the long -term economic viability of
the asset. "If it's not broke, don't fix it" is the old adage
here. But they should be concerned about the potential
for piecemeal maintenance programs for older facilities.
♦ If a strategic view says the facilities have a long -term
value, delaying asset replacement programs unnecessarily
drains the company's resources. This is the wrong way to
save money or improve profits.
♦ If a strategic view says the facilities have no longterm value, then get rid of the assets. There's no advantage to maintaining nonviable assets.
3. Disposition of assets rarely gets proper attention. A
prevailing management attitude seems to be, "We already
own it, so let's use it.' If an asset doesn't have a long -term
strategic fit, get rid of it while it is still has value. Even
though the asset may not have value for your company, it
may still have value for another company. If another
company can acquire the asset and use it profitably without degrading its own long -term strategy, both companies will benefit from the transaction.
The goal here is to ensure the assets will be fully utilized and support management's strategic vision.

ISTHEPROGRAMEFFECTIVE?
Once you've defined your asset management program,
identify the key measurements that will keep the program
viable and effective:
♦ Periodically review all capital asset acquisition
projects to make sure you still need them. If the prod-

uct sales and production requirement projections supporting the acquisition are no longer valid, then you
need to determine if customers still want the product.
You may have to make minor modifications or maybe
even abandon the project. Do the same for your entire
asset base.
♦ After you've completed an acquisition, review the
project to see if the initial planning projections were on
target. If they weren't, then you need to take steps to
improve the process for making future projections.
♦ Continuously review all capital acquisition expenditures, large and small, to make sure that all assets are
being acquired according to the strategic plan rather than
in a piecemeal fashion. Many companies give top executives the individual authority to acquire equipment up to
specified dollar amounts. Over time, this can generate a
formidable asset base that may not support the current
corporate strategic direction.

THECAPITALBUDGET
Remember, the capital budget is the portion of the strategic plan that selects which assets you should acquire and
that allocates available resources among the proposed
ideas, projects, and products based on quantitative and
qualitative evaluations to determine the best investment
for the company's future. It's the most dynamic aspect of
the corporate decision - making process and has four
interdependent steps:
1. Defining and communicating a firm's long -range
and strategic plans and goals;
2. Developing a system that permits the orderly gathering and ranking of investment proposals;
3. Determining the accuracy of the estimates that will
be used in the estimated rate of return calculations; and
4. Determining and assigning levels of risk probabilities to each investment proposal.
Only after considering all these steps as an integrated
whole can you make a valid "go" or "no go" capital budgeting decision.
Since capital expenditures are long -term commitments, you should consider only strategically defined,
thoroughly thought -out, qualitative and quantitative
capital budgeting proposals. The classical concept of
capital budgeting decisions says a company will accept
investment proposals up to that point where marginal
costs equal revenues. But since you can't accept all capital investment proposals, you need to rank them based
on some mathematical standard and keep going until
you reach the point where funds aren't available or the

project's return falls below the company's hurdle rate.
You'll make these choices after you accept the mandatory and nonfinancial operating necessity proposals, such
as pollution devices, safety programs, or employee
benefits.

EFFECTIVEIMPLEMENTATIONISKEY
The driving force of any strategic plan is its effective
implementation — allocating scarce corporate resources in
a way that ensures you'll continuously achieve corporate
long -term objectives. Once you've developed the corporate strategic plan assumptions, the next step is to merge
this information into the various functional plans and
link all short -term and long -term plans. After the functional plans for marketing, production, human resources,
finance, and other support units are developed, the data
is consolidated into the corporate plan.
The capital budgeting program provides a foundation
for the overall strategic operating plan with its view of
future economic benefits. The prime decision - making
factors of the capital program should be:
♦ the time value of money,
♦ the cost of capital, and
♦ the inherent risk of each project /proposal.
Fixed assets are long -term present - dollar commitments
that will be used over a long period of time in the normal
course of business. Capital budgeting decisions are more
than far - reaching —they are future- defining. Every capital
budget expenditure must provide assets that have the
highest priority in the strategic plan. ■
R. Henry Migliore, Ph.D., is a professor ofstrategic planning and management at Northeastern State University Tulsa. He is a former manager ofthe press manufacturing
operations ofContinental Can Company's Stockyard Plant
and was responsible for the industrial engineering function at Continental's Indiana plant. He also has been a
consultant. You can reach Henry at (918) 594 -8178 or
hmigliore @aol.com. You can also download a capital
budgeting worksheet from www.rhenr,ymigliore.com.
Douglas E. McCracken is a professor ofaccounting at
Bartlesville Wesleyan College and is on the adjunct
accounting staff ofLangston University at Oklahoma State
University's campus in Tulsa. He is a former controller of
Applied Automation, Inc. and has served in several controllership function capacities for Phillips Petroleum Company and others. You can reach Doug at (918) 333 -7634
or DouglaslanetM @aol.com.
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CFM

Global Challenges
Call for M
and

CFMs

IN THESE CORPORATIONS' VIEW,
CERTIFICATION VALIDATES COMPETENCE IN TODAY'S
INCREASINGLY COMPLEX FINANCIAL OPERATIONS.
BY DANIEL M. HRISAK

onfronted with the impact of new technology, revitalized competitive forces, and
the challenges of globalization, leading companies across industry lines are turning to the Certified Management Accountant (CMA) and the Certified in Financial
Management (CFM) programs to train their accounting and financial professionals.
The numbers attest to growth and commitment of major companies. In the last
decade, CMA certifications have doubled as companies recognized the value of the
CMA, and the number seeking CFMs is now on the rise. Some companies have established in- house, on -site training facilities for the programs, including a University
School of Finance, and other companies, to support training worldwide, plan to go
with intranet distance - learning programs to support the corporate mission and goals.

C
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What topics are covered by
the certifications?
♦

Certified Management Accountant (CMA)
Covers a broad range of topics including economics, organizational

structures, financial statements, cost measurement, business planning,
control/ performance evaluations, behavioral issues, and information systems (i.e., more financial management focus as opposed to financial accounting focus).
ing or financial management to become certified.
Topics Covered in the Program
I.

Economics, Finance, and Management

♦

♦

♦

II. Financial Accounting and Reporting
Development of Accounting Standards
Advanced Topics on the Preparation of Financial Statements
Interpretation and Analysis of Financial Statements
External Auditing

&

These three companies, like many others, have a common goal to compete
in the global marketplace with quality
goods and services, make profits, and
drive higher value to shareholders.
"When you're in a global marketplace, like Procter Gamble is, with
operations all over the world, and
you're going to global systems and
implementing a standard cost system
around the world, it's good to know
that your finance and accounting people know how to use these systems
and also have the CMA certification,
which prepares them to know the nuts
and bolts of management accounting.

Requires two continuous years of experience in management account -

♦

CERTIFICATIONPROVIDESTOOLS

♦

&

Supporting this corporate demand
for certified employees, a recent survey
shows the proportion of IMA members with CMAs has increased to 37 %,
the highest percentage since 1990. (See
article in this issue, p. 24.)
In today's rapidly changing business
climate, alignment with emerging
skills is a challenge confronting virtually every organization. It impacts the
finance function in a dramatic manner. Let's look at industry leaders
Cummins, Procter Gamble, and Eli
Lilly.

To meet our business goals, make bet-

III. Management Reporting, Analysis, and Behavioral Issues
IV. Decision Analysis and Information Systems

♦

Certified in Financial Management (CFM)
Covers same topics as CMA with the exception of Financial Accounting

and Reporting, which is replaced by Corporate Financial Management.
♦ Requires two continuous years of experience in management accounting or finan cial management to become certified.
Topics Covered in the Program

1.
Economics, Finance, and Management
ter business decisions, and drive highII .
er shareholder value, we need smart,
Corpora te Financial Management
well- trained people who are making
Use of Financial Statements
those decisions and helping drive the
Advanced Topics in Corporate Financial Management
business forward," says Mike Guarasci,
Risk Management
CMA, CPA, finance manager, Global
External Financial Environment
Fabric and Home Care. "The CMA
Accounting Standard - Setting Environment
increases the average skill level of our
I I I . Manag ement Reporting, Analysis, and Behavioral Issues
people. It provides the tools to our
Iv
people to make better decisions and
Decision Analysis and Information Systems
just be better business people," Mike
explains.
we became a corporate sponsor of the CMA/CFM and
At Eli Lilly and Company, Bryan (Andy) McGuire,
began to actively promote these certifications to our
manager, Lilly University School of Finance, Lilly Corpoemployees. To show our support, we held a kickoff event
rate Center, Indianapolis, Ind., says, "We have supported
for the financial component. We wanted our employees
many certifications as far back as the early '80s. In 1994,
to know we supported getting certifications; we're going
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to pay for it; we want employees to be concerned about
their continuing education. Initially, certifications of any
kind were viewed negatively —you were seen as a "techie.'
We needed a certification that was seen as valuable to
many audiences, which is why we chose to support the
CMA/CFM certifications. Employees with the B.A.
viewed it as continuing their professional growth; those
with the CPA could broaden their perspective of the
financial world; and employees with the MBA could use
the certifications as review and ongoing learning:'
Interest in continuous learning and visible support for
deepening employees' technical expertise are a vital part
of Lilly. That continuing education vision has achieved
reality in the Lilly University School of Finance, established in January 2001.McGuire says he's planning to
place the CMA and CFM training online via the company's intranet.
Continuous improvement is more than a buzzword at
Cummins. "The CMA program says a lot about a person's
willingness to improve his or her skills," says Bruce Batts,
CMA, benefits finance director, who explains that people
who sacrifice to take this course and continuously

improve themselves support the mission of the company
to improve its processes and products.

WHOHASTHECMA?
The CMA is respected globally. Procter & Gamble has
about 100 CMAs. Of that number, 60 to 75 work in the
United States, and 25 work around the world, with 15 of
the 25 working in the company's finance operations in
Asia.
Lilly has 27 CMAs and 16 CFMs; 14 have both certifications. Sixty people are currently working toward getting
their certification. "Our CMAs and CFMs are working
throughout the financial component, and many of them
are managers or higher," McGuire says.
Cummins Engineering has 52 CMAs and three CFMs.
According to Batts, since the program was initiated in
1978,about 150 people have gone through the CMA program at Cummins. "It is not a requirement for advancement or a certain position, but it does not hurt to have
the CMA, Batts notes.
Actually, the C M A program, especially in the United
States, is larger than the CPA, notes Guarasci. "The CMA

]'

Receive a $300 member discount
off the full course, or $75 per part.

• 100 hours of interactive, instructor
delivered lectures
• Includes comprehensive textbooks
with model questions and explanations
• Replicates the computer based
CMA Exam
Offer expires June 30, 2001

Call 1 -800- 868 -3900 or Visit Us At
www.cma.beckerconviser.com
Circle No. 25
June 2 0 0 1
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"THE BIGGEST REASON FOR
THE

ONGOING

DEVELOPMENT IS THAT IT KEEPS OUR
FINANCE AND ACCOUNTING PEOPLE
CURRENT, AND THE CERTIFICATION
PROVIDES PROFESSIONALISM."

is oriented toward manufacturing, cost accounting, and
general business," he says. "The CPA," he explains, "is
focused on public accounting, external reporting requirements of companies, the FASB, and auditing standards.
CMA lines up with the roles of our manufacturing
processes:'

THEBOTTOMLINE
Do the CMA and CFM reduce a company's costs and
increase its profits? The three companies interviewed
agree that there's no way to quantitatively answer this
question. But they do agree that the people with the
CMA have improved their contribution to the finance
functions and the business of the companies.
"I don't think there is a debit and credit and a ledger
that would say here's my cost and here's my quantitative
payback," Guarasci says."But I believe there are all these
qualitative factors that, while you can't point to them and
put a number against them, they help in terms of getting
better business results here at Procter & Gamble:'
Guarasci also believes that one of the training missions
is to increase the level of skills and knowledge across the
finance function as an enabler for the function helping
the company get better results.
"We've never set up metrics to see if there is a decrease
in costs and increase in profits," says Eli Lilly's McGuire.
"But the fact that we have a CMA program has been beneficial when we do our recruiting of MBAs or B.A.s."
During recruiting, he explains, applicants learn that Lilly
will continue to worry about their development and provide additional education and training. "We see college
graduates who are very excited about our support of the
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CMA program," McGuire adds. "This is a very visible
payback and provides a very positive environment when
we go out recruiting."
"The biggest reason for the CMA ongoing development is that it keeps our financial people current, and the
certification provides employees with a sense of professionalism," he notes.
When did Cummins first find out about the CMA?
According to Batts, in 1978 there were a number of people at Cummins who were aware of an article in Management Accounting about a new program that was being run
at Monsanto in St. Louis, Mo. Batts and several of his coworkers read the article and talked about it. We all
agreed: "If Monsanto could do a certification program
like the CMA, Cummins could do it."
Batts explained that there were a number of finance
and accounting people at Cummins who weren't thinking about going out into public practice and who
weren't thinking CPA. "Our belief was that the CMA
and the background material covered in it were perfect
for an industrial organization," he says. So he and several of his co- workers from the finance staff approached
the corporate controller, who told them to find out
more about the CMA program and the company would
sponsor it. Batts and a Cummins' group manufacturing
controller visited Monsanto and talked with their
finance people. "We studied their program and modeled
our program to what we needed at Cummins," he
explained. "We approached Indiana University, talked
with people from their faculty from various disciplines,
and started our CMA program at Cummins in 1978."
Batts was the manager of accounting policy, doing the

company's SEC reporting and annual reports.
"In that first class, 25 people on the finance staff of
Cummins in Columbus demonstrated that they not only
had a desire to better themselves but were willing to put
the time in to show that they would be more valuable
employees to Cummins both in the near and far term,"
Batts says. "It showed that extra effort beyond the norm."

WHATDOESIT COST?
When the in -house certification programs have 20 or 25
people participating, the cost per student is about $1,000
to $1,200. "Ican't think of a better investment than an inhouse CMA program," Batts emphasizes. "Think about it.
What seminar or course, with 75 contact hours, could
you possibly send an employee to that would cost less ?"
Cummins encourages the local IMA chapter to participate in the in -house training programs at its facilities.

rials for the students' needs. Batts says his company stops
short of paying for exam fees. Procter & Gamble pays all
expenses including fees, certifications, books, and tests.
But Procter & Gamble goes one step further to encourage
students who finish the courses of instruction to sit for
the exams. "Up until May 2002,when employees complete the courses to attain the CMA, an additional incentive program kicks in," Mike Guarasci says. "We give a
one -time 50% of the monthly salary payment for those
candidates who pass the exams and receive their CMA."
That's quite an incentive.

THEFUTURE

Corporate supporters like those described above are
greatly appreciated by IMA, according to Priscilla Payne,
managing director of the Institute of Certified Management Accountants, Montvale, N.J. "IMA continues to seek
ways to strengthen these relationships," she says, "and is happy to
announce a further enhancement to
our exam delivery system. Beginning
in the fall, IMA will be able to deliver
the exams directly to corporate
training facilities. This will allow
Our extensive research over the past five years has documented the
°corporate classes'to take the exams
skills needed by finance professionals in Corporate America. IMA's
as a group at their place of business.
The date will be scheduled in
certification exams, CMA /CFM, test for competency in those same
advance, and the candidates will be
skill areas. If your company would like more information about these
able to target their study time for a
particular date.
corporate programs and how certification can benefit your finance
"Similar corporate support is a
professionals, call Dave Schweitz, IMA's executive director, at.
cornerstone of IMA's global expansion," she notes. "In addition to the
(800) 638 -4427, ext. 230, and he will help you get started.
global presence experienced by
Frank C. Minter
companies like Procter Gamble,
I M A President
relationships with companies headquartered in countries such as
Egypt, Saudi Arabia, South Korea,
The company also invites other companies in the area to
and The Netherlands are being nurtured. IMA believes
attend the sessions and obtain the certification. "It makes
that the expansion of these synergistic relationships
good sense," says Brian Lavin, finance manager, Midrange
points toward a bright future for the CMA /CFM and
Engine Plant, at Cummins. "We invite other companies to
the profession." ■
send people to fill any empty seats we have.'
Daniel M. Hrisak, www e- communicationresources.com, is
INCENTIVEPROGRAMS
a marketing communication consultant /writer in Marietta,
Almost all the companies provide an incentive program
Ga. He has worked for the FASB, AICPA, IMA, and Generfor qualified employees who seek the CMA. Eli Lilly pays
al Electric. He has also served as a senior consultant for The
for fees, certifications, books, and tests. Cummins pays
Coca -Cola Company and IBM. He is an adjunct professor
for all review course expenses, including books and mateat Reinhardt College, Waleska, Ga.
&

A Special Message from the
IMA President
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BY NOAH P BARSKY, CMA, CPA, AND ANTHONY H. CATANACH, ]R., CMA, CPA

IF YOU THINK providing data to your company is enough, think again. Here's an
eye- opening look at a new accounting equation that sends the message to financial professionals that they must transform data into information —the critical
element in decision making.
The traditional accounting equation (assets = liabilities + owners'equity) has
served business well for over five centuries, but it produces data — nothing more.
I

This fundamental equation historically has focused on accumulating, processing,

w

and reporting the results of economic activity. Its standardized, rather mechamcal nature and output were very appropriate for the data processing systems of
3
1

the times. But it isn't enough today. Technological advances, heightened compe-
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tition, and global forces have dramatically increased the demand for timely and
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relevant information —not just straight data —to support decision making.
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While the traditional accounting equation has helped
financial managers think about transactions (and transaction processing) for several centuries, we think it's time
for a new equation that centers on the role of human
skills in today's technology- driven business world.
Top managers differentiate themselves by their ability
to make good decisions. As transaction processing
becomes embedded in technology, financial managers are
expected to play a greater role in decision making. But to
make good decisions, managers need information. While
many people frequently use the terms "data" and "information" interchangeably, there's a crucial difference we
need to highlight. Data are abundant and available at little or no cost. Information, the critical ingredient in successful decision making, requires the application of
human insight to data. This thinking leads us to a new
equation to fit today's competitive business world:
Data + Insight = InformationTm

Our new accounting equation highlights the relative
value of data and insight in the current marketplace.

THEVALUEOFDATA

premium for information as compared to the production
of data.
Clear indicators beyond the pool of free data suggest
that the market no longer values traditional accounting
and reporting services as highly as it once did. For
instance, clients continue to pressure professionals to
reduce their fees for audits and tax services. Why is this
happening? Financial professionals are delivering data,
not information. In addition, a recent Harris poll reports
accounting as the least prestigious of 17 professional
fields. To top off these strikes, fewer and fewer university
students are seeking accounting degrees.

THEMARKET'SCALLFORANEWPERSPECTIVE
Coinciding with the apparent decline in the fortunes of
accountants, the demand for consulting services has
soared. Organizations increasingly are looking to financial
consultants —not accountants —to provide the managerial
talent squeezed out of their businesses during the many
reengineering efforts of the 1990s. Moreover, companies
openly acknowledge they need individuals who can transform data into the information so critical to decision
making. That means financial professionals are forced to
reconsider the work they do and the value they create.
Our new accounting equation clearly illustrates why

With highly accurate, automatic, almost instantaneous
data processing now embedded in technology, the marketplace assigns premiums to timely, relevant information
and significantly less value to data alone. Consequently, financial managers must clearly distinguish between data and information, going
D EVELOPMENT
full- throttle to deliver information, which
TR ATEGIES
requires insight.
So why isn't data enough? The sheer volume
Financial accountants no longer can be satisfied with preparing
and quality of transaction data have increased
financial statements that simply comply with generally
tremendously, as well as access to it. New techaccepted accounting standards and other regulatory reporting
nologies have inundated consumers with facts,
requirements. Instead, accounting professionals must view
numbers, and records in a variety of forms:
their company or client financial reports strategically and
reports, plans, Web- or computer -based interacprovide insight Into whether the reports adequately reflect
tive tools, etc. You can download complete finanenterprise business processes and disclose business risk to
cial analyses of public firms instantaneously
Interested parties.
from the Internet at little or no cost, which sugSimilarly, management accountants, budget analysts, and
gests that the market has assigned a value of zero
other financial managers must extend their traditional roles of
process measurement and variance reporting. These financial
for such data.
This wasn't the case five years ago. These free
specialists should transform the data they have been asked to
historically prepare Into useful information by specifically
resources should send a very strong message to
accounting and finance professionals about the
analyzing the implications of these reports for the company's
business processes, management decisions, and strategy.
nature of the products and services they deliver
as well as the prices they charge: Provide insight
or face extinction. Generally, informational value
exists only if a party is willing to pay for the pool
of statistics. The market now pays a significant

Insigh t
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traditional accounting data and its preparers appear to be
less valued now. Information has value only when it's relevant to decision making. Consequently, untransformed
or uninspired data is likely to have significantly less use
and substantially less value. Similarly, individuals who
possess significant insight typically can't provide information that's useful in decision making unless their
insights are complemented with appropriate supporting
data. Put data and insight together, and you have a winning ticket to help your company in its decision - making
processes.

KNOWLEDGEMANAGEMENT
Today, companies talk about knowledge management, a
concept our new accounting equation captures. This
school of thought seeks to synergistically join data and
information processing technologies with the creative and
innovative capacity of the human creature. Consequently, the new accounting equation explicitly recognizes the
separate roles that technology and people play in information creation. Yet it implicitly recognizes the difference
between information and knowledge. Information is the
output —the financial professional's deliverable —of the
new equation. You can separate information from its
provider, but not knowledge.
All that said, knowledge affects both data and insight in
the new equation. Some knowledge relates exclusively to
the production of data. For example, the knowledge of
rules and/or technical procedures is often critical in data
creation. You can see this in the traditional accountant's
application of generally accepted accounting standards
when preparing financial statements. But in many cases,
this data - relevant knowledge can be embedded in technology, eliminating the need for accountants. Sophisticated
PC software packages now perform a wide variety of traditional accounting functions ranging from basic financial
statement compilation to more sophisticated lease,
option - pricing, and pension analyses. Even the simplest
accounting applications can capture, process, and report
business activity with little or no human involvement.
You obviously need knowledge to develop and apply
the insight that transforms data into information. You
can appear to possess tremendous knowledge —say you
have professional degrees and certifications —but you
may have little or no true insight to offer on a particular
issue. Insight also requires interpretation that's clearly
founded on a broad, extensive knowledge base. Unlike the
data element of the new equation, insight requires irreplaceable, value- adding human qualities to deliver con-

textual analysis and interpretation. Most technology can't
deliver insight.

OLDMEETSNEW
So is the traditional accounting equation (assets = liabilities + owners' equity) still relevant in this new environment? Yes, but its role is restricted to the data component
in the new equation. Since overall profitability indicates a
company's viability, as financial professionals you must
prepare financial reports and ratios that ultimately can be
transformed into information. Consequently, senior executives seek the counsel of those who can assist them in
aligning and using market resources to produce investor
returns: professionals with insight into the prevailing
market and its demands.
The new accounting equation (Data + Insight =
Information') also highlights this widening gap between
the traditional accounting function and the delivery of relevant information to decision makers. What is this gap? It's
the role of insight in data transformation. Most accounting
and finance professionals already possess the technical
competency and integrity required to produce the data
component. But advances in technology make it less certain that companies will continue to pay accountants for
such routine data - creation and processing activities.
The new accounting equation gives you, as accountants
and financial managers, a useful framework for viewing
your current and future roles in creating value for your
companies or clients. To restore and retain your profession's stature, you must refine your analytical skills to
provide insight into financial data if you expect to participate in strategy formulation, risk assessment, and business decision making. In addition, you bear the burden of
convincingly demonstrating to clients and colleagues that
your insights help the business create measurable value
for customers, shareholders, and other stakeholders.
Therefore, it's critical for you as financial professionals to
adopt personal strategies that focus on insight development to deliver what today's dynamic business marketplace requires — timely and relevant decision - making
information. The new accounting equation makes this
perfectly clear. ■
Noah P. Barsky, CMA, CPA, Ph.D., and Anthony H.
Catanach Jr., CMA, CPA, Ph.D., are assistant professors
in the College of Commerce and Finance at Villanova
University. You can contact Noah by e-mail at
noah.barsky@villanova.edu and Anthony at
aatanach @msn.com.
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Creating
Financial
Information

in

BY JOHN O'ROURKE
uch has been written recently about the momentum building behind
XBRL (eXtensible Business Reporting Language) and the benefits of this
standard to receivers of financial information such as financial analysts,
data aggregators, creditors, and regulatory agencies. But what's the benefit of XBRL to the people who create and publish financial information?
WHATISXBRL?
To explain XBRL, we need to start with eXtensible Markup Language (XML). XML
is the universal format for structuring documents and data on the Web. As part of
the XML family, "eXtensible Business Reporting Language (XBRL) is a freely
available electronic markup language for financial reporting. It provides financial
communities with a standards -based method to prepare, publish (in a variety of
formats), reliably extract, and automatically exchange financial statements. XBRL
is not about establishing new accounting standards, and it will not require additional disclosure from companies to outside audiences." (From the XBRL FAQ.)
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The initial focus of the XBRL initiative was

specifications for IAS (International Accounting

on developing a specification, or taxonomy, for

Standards), German HGB, and in other jurisdic-

U.S. GAAP reporting for commercial and indus-

tions both in the United States and around the

trial companies. The initial version of this tax-

globe. For U.S. GAAP reporting, work is under

onomy was delivered in July 2000 and is

way on specifications for other industries like

available free on the XBRL website

financial services (including mutual fund

(www.xbrl.org). Work has now begun on XBRL

reporting), various segments of U.S. government reporting, and nonprofit reporting
requirements.

XBRL Timeline
♦

various other organizations. In early 2000, there

APRIL 1998

Charles Hoffman applies XML to financial
statements.

f
DECEMBER 1998

♦

Hoffman, Mark Jewett, and Karyn Waller complete
first financial reporting XML prototype named XFRML
(Extensible Financial Reporting Markup Language).
1
JUNE
NE 1999
Cohen, Louis Matherne, and Wayne Harding
presented to AICPA.

SAP, Oracle, Lawson, Hyperion, Great Plains,
FRx, Microsoft, EDGAR Online, Standard &
Poors, Morgan Stanley Dean Witter, and the
IMA. The membership is now closer to 100
companies, including the FDIC, Fidelity Investments, PeopleSoft, Dow Jones, IASC, Reuters,
outside the United States.

WHAT'STHEEXCITEMENT?
ship to the XBRL initiative, there's a growing

AUGUST 1999

XBRL Consortium formed.

f
OCTOBER1999

level of excitement in the financial community
around the XBRL standard — especially from the
demand side of financial reporting. These play-

First meeting of XBRL Steering Committee held in
New York City.
♦

involved — including the Big 5 accounting firms,

As evidenced by the recent increase in member-

f

♦

were about 30 companies and organizations

Navision, and many other participants from

XBRL Business Plan completed by Hoffman, Eric

♦

The American Institute of CPAs (AICPA) has
been spearheading the XBRL project along with

ers include information aggregators like Standard & Poors, the FDIC, Reuters, EDGAR
Online, Moody's, and others. The attraction is

f
APRIL 2000

Version 0.9 XBRL released.

the expectation that XBRL will make it easier t o
collect, aggregate, and publish financial results
from publicly held companies. The attraction

♦

I
JULY 2000

among investment analysts like Morgan Stanley

Version 1.0 XBRL released; Navision adds

statements of different companies can be com-

XBRL capability.
♦

pared and evaluated from an investment stand-

4

point. The promise of XBRL for financial

FEBRUARY 2001

First international meeting — membership climbs to
90. XBRL for International Accounting Standards

tifie.C>
000075

version 0.9 released.
JULYY2001
Tentative date for IAS taxonomy

}v V l

aggregators is that more information can be
analyzed in a shorter period of time.
XBRL will also make life easier for those in
finance and accounting who create and publish

f

>Issue(

IC

Dean Witter is the ease with which financial

version 1.0 release.

financial information. To understand how, let's
look at the current flow of financial information
in many organizations. Here's an example:
1 . Financial transactions are processed, and
data are collected in operational systems.
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2. Period -end results are posted to a general
ledger system.
3. Multiple general ledgers are consolidated at a
corporate level.
4. Financial information is formatted and distributed to internal management to support
decision making by line managers. Many
companies are moving from paper -based
management reporting to electronic reports
or "views" of information that can be
manipulated easily for analysis purposes.
5. Financial information is put into the various
formats required by external audiences:
• SEC reporting,
• IRS reporting,
• Regulatory organizations like the FDIC,
• Printed annual reports and financial
statements,
• PDF or HTML for publishing on the
Web,
• Credit applications for banks and other
creditors.
Preparing financial information for these
external audiences can be time consuming, as
each of these audiences may require the same
information in a different format or level of
detail, with various explanatory notes included.
Furthermore, the receiver invests additional
time when the information is often rekeyed into
a spreadsheet or special- purpose database for
aggregation, analysis, and evaluation.
With XBRL, financial information from internal systems and support text can be expressed in
a single specification that can be used by each of
these audiences. So a single XBRL document
can be converted to printed output, published
on the Web, fed into an SEC database (such as
EDGAR Online), or forwarded to a creditor for
analysis. This saves a lot of time and effort for
the staff that prepares and publishes financial
information.
The other benefit to the staff who prepare
financial information is the additional attention
their company may receive in the market as a
result of using XBRL. For example, a small public or privately held company may have had a
hard time getting certain analysts to track the
company as a potential investment opportunity.
Having its information available in an industry-

standard format may increase its likelihood of
being tracked by financial analysts, thereby
attracting additional investment capital.

THESOFTWARETOOLS
A number of the early members of XBRL.org
were general ledger and ERP vendors who will
be incorporating XBRL reporting capabilities
into their software systems for creators of financial information. In addition, companies like
FRx and Hyperion, which support financial
reporting across multiple data sources, are also
offering XBRL capabilities in their applications
and tools.
Among receivers of financial information,
many are adding XBRL capabilities into their
own proprietary databases (like EDGAR
Online), facilitating the receipt, aggregation, and
analysis of financial results. Others may rely on
third -party tools, such as upcoming releases of
Microsoft Excel and Microsoft Access, which
promise to have XBRL support included out of
the box, or tools from XBRL specialty
companies such as XBRLSolutions, Inc.
(www.xbrlsolutions.com). ■
John O'Rourke is senior director of product
marketing at Hyperion Solutions Corporation, a
leading provider of business analysis applications
for companies worldwide. He can be reached via
e -mail at john_orourke @hyperion.com.

MOREINFORMATION
♦ The XBRL website at www.xbrl.orP-.
Includes information on XBRL.org members and products that support the XBRL
standard.
♦ View a replay of a Hyperion Webcast
that was held last year with Louis
Matherne of the AICPA on XBRL at
www.hyperion.com /web _cast _ matherne.cfm.
♦ The XBRL Resource Center
at Bryant College,

(http://web.b[ant.edu/-xbrl/-index.html ),
which is maintained by Neal Hannon, a
leader of the XBRL initiative.
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The

Potential
BY CAROLYN A . S T R A N D , C P A ;

BR IAN L. M c G U I R E , C M A ,

C P A ; LI v A . W AT S O N ; AND C H AR L E S H O F F M A N , C P A

financial managers know they must develop, distribute, and analyze financial
and business reports quickly— timely information can be the difference
between success and failure. Successful financial managers focus business
performance reporting on select bits of information that drive the organization. By being more discriminating, they are able to spend less time gathering data
and more time making the numbers work for their company.
The introduction of XBRL (eXtensible Business Reporting Language) will improve the
management and distribution of necessary data.
Rather than reporting data that's already out
of date by the time it reaches key decision makers, XBRL will allow financial managers to focus
on the performance of their organizations and
58
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the types of information that their employees
need to do their jobs.
XBRL is an emerging XML -based open source
specification for financial information, reporting, and analysis that has been jointly developed
by more than 80 leading companies and organizations around the world (see Figure 1). It was

created so richly structured documents could be
transferred easily between application formats
and over the Web. Basically, it's a financial -based
tagging language based on the XML meta markup standard deemed by the W3C (World
Wide Web Consortium) as a universal standard
for describing structured data. XML tags allow
for a more accurate and defined way to search
data as well. In addition, this standardization of
information lets the user make use of an intelligent agent to gather the data and make valid
comparisons.
XBRL can indicate the values of data within a
document. A tag encloses the text described,
such as, <NetIncome >100,000</NetIncome >.
The tag ( <NetIncome >) may be defined on a
document -by- document, application-by-application, industry -by- industry, or on a global
basis. The end marker has the same name as the
opening tag, with an initial slash character (/)
added to distinguish it. In fact, anyone could
define the tags, but then the open standards of
operability would be lost. That's why it's important that we all adopt standards such as those
being developed by the global www.xbrl.org
consortium.
Here are five cases where XBRL offers powerful solutions to very real marketplace problems.
Could these tasks be performed without XBRL?
Absolutely. Yet building solutions like these has
historically involved proprietary software applications that typically require expensive methods
of connecting one location with another location and with far less functionality because of
the complexity involved.

CASEONE:CONSOLIDATINGSUBSIDIARIES
While many organizations such as Cisco
Systems tout their ability to do a real -time
closing on a daily basis, most organizations
struggle through the monthly closing process.
Typically, employees must work many extra
hours during this period to quickly release the

financial statements.
A large, public organization, for example,
must issue its consolidated quarterly financial
statement to shareholders and to the SEC. On
the surface, this sounds like a rather routine
task. But what about a company that consists of
100 or more subsidiaries, each with a different
accounting system? Obviously, preparation of
the financial statements would be very time consuming.
The time needed to issue the statements will
provide some idea of the effort involved to close
the books each quarter. Companies must do this
for external reporting as well as for monthly
internal reporting. It often takes from three to
14 days to produce a first -draft financial statement for internal use, and it often takes another
seven to 45 days to generate all that's required to
issue a financial statement externally.
XBRL can serve as a least common denominator for a company with so many subsidiaries.
In this case, the company can use XBRL to create an internal taxonomy. Each of the 100 subsidiaries' chart of accounts, and other
information used in the closing process, can be
mapped to the internal taxonomy. Each of the
accounting systems can then export a text file
containing financial information that can be
rolled forward for the consolidation.
Eventually, the organization could put its
entire closing book (a binder of all the Word
documents and Excel spreadsheets used in the
closing process) into XBRL. Such a move will
allow updates to automatically flow through all
of the documents and transactions that are
affected by an adjustment rather than require
that they be manually created and updated.
Conversion to XBRL also will help this organization with SEC filings. Without XBRL, an
EDGAR filing must be prepared manually from
a Word document because it's impossible to
convert Word to an accurate text format
required by the SEC. At best, an organization
June 2 0 0 1
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can automatically convert about 80% of a filing
using today's technology. Some organizations
actually prepare the entire document manually
in a text editor, virtually from scratch. This same
financial information must then be entered in
the tax return.

CASETWO:ISSUINGFINANCIAL
STATEMENTS
In this case, an organization implements XBRL
to solve a financial reporting problem. The
organization is a large company with 30 separate mutual funds in its family of funds. Each
mutual fund distributes quarterly financial
statements to its investors. In the past, the company's information system generated financial
statements that were, at best, close to their output target. Each of these statements had to be
manually modified to prepare printed output,
and often there were additional modifications of
the statements for the company's website. In
addition, analysis of the information in these
financial statements was difficult.
The organization implemented XBRL to
reduce the time, effort, and cost of creating
these quarterly financial statements. The company's long -term goal is to move away from
printed financial statements and to print financial statements only when requested. The intent
is to distribute financial information via the
Internet. XBRL should benefit this company by:
♦ Automating the entire process of generating financial statements (rather than partial
automation).
♦ Expediting the process of creating HTML
Web pages to display information.
♦ Facilitating the analysis of information
contained in the 30 financial statements because
information can be extracted automatically

FINANCIAL INSTITUTIONS,
INVESTOR SERVICES, AND
GOVERNMENT AGENCIES:
Bridge News
Deutsche Bundesbank
Dow Jones
EDGAR Online
FDIC
Fidelity Investments
Morgan Stanley Dean Witter
Multex.com
NEC Planning Research, Inc.
Japan Digital Disclosure
JP Morgan
Reuters
Standard and Poor's
Thompson Multimedia (First Call)
U.S. Dept. of Defense (Defense Finance and
Accounting Service)
U.S. Advisor
Virtual Growth

PROFESSIONAL SERVICES:
Andersen
BDO Seidman
Crowe Chizek
Deloitte & Touche
E- Partners
Ernst & Young
First Light Communications, Inc.
Grant Thornton
IBM
KPMG LLP and KPMG Consulting LLC

New River
PPA /Audicon
Practitioners Publishing Company
Pricewaterh ou seCoope rs
The Woodburn Group
XBRL Solutions

from the financial statements.
♦ Reducing production and distribution
costs.

CASETHREE:ANALYZINGFINANCIAL
INFORMATION
The EDGAR database maintained by the Securities & Exchange Commission is one of the most
popular sources of information on the Internet.
In fact, it's so popular that a new business mod60
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el has been established (EDGAR Online, Inc.),
which adds value to the EDGAR text -based
financial database and resells the information to

TECHNOLOGYENABLERS:

clients who need timely and accurate financial

ACCPAC
ACL Services
Best Software

data. With some three million unique users gen-

Caseware
E- Content (Interleaf)

is the leading Internet -based supplier of busi-

eKeeper
e- Ledger

contained in corporate filings made by public

E- Numerate
Epicor
Financial Software Group SA
FRx
Great Plains
Hyperion
Lawson
Microsoft
MIP, Inc.
Navision
NetLedger
Oinke, Inc.
Oracle Corp.
PeopleSoft
Sage
SAP

erating 30 million page views per month,
EDGAR Online, Inc. (www.edgar- online.com)
ness, financial, and competitive information
companies. On December 4, 2000, EDGAR
Online, Inc., announced its intent to build the
first XBRL repository of company financial
information.
An EDGAR Online, Inc., centralized XBRL
repository could eventually become a knowledge container for all sorts of useful information. For example, managers could calculate
quick ratios from a set of reports and have automatic warnings of exception conditions, such as
trends and exceptions on competitors' data,
which would then trigger automated actions.
The result could be a "rules engine" that would
use the XBRL tags to find specific data, use predefined conditions to compare data, and help
financial managers decide what to do next.

ACCOUNTINGANDTRADE
ORGANIZATIONS:
AICPA (U.S.)
CICA (Canada)
CPA Australia
ECentre UK ICAA (Australia)
IASC (International)
ICAEW (U.K.)
IMA (U.S.)
Nil Enterprise Promotion Association
(CommerceNet Taiwan)

A close look at EDGAR points out the need
for XBRL and the possible achievements if
XBRL, rather than text files, were the EDGAR
filing format.

CASEFOUR:PLANNING,FORECASTING,AND
REPLENISHMENT
The Internet isn't simply about doing the same
things better, faster, and cheaper. The Internet,
and all the enabling technologies (including
XBRL), is about doing things differently. They

FORMAL LIAISONS AND ALLIANCES

make it possible and economical for companies

Financial Executives International (U.S.)
Financial Accounting Standards Board (U.S.)

to work more closely with customers and ven-

Accounting Standards Board (U.K.)
DRSC /Deutsches Rechnungslegungs
Standard Committee (Germany)
AIMR (Association of Investment Management
Researchers)
XML Consortium (Japan)
OMG (CORBAFinance Committee)

dors. Recent studies suggest that customers
could participate in a company's internal budgeting and forecasting, which makes sense
because they are the ones who purchase the
products.
Collaborative Planning, Forecasting, and
Replenishment (CPFR), sometimes referred to
as Collaborative Forecasting and Replenishment
(CFAR), states that the customer should participate in and contribute to internal budgeting and
June 2 0 0 1

1 STRATEGIC

FINANCE

61

forecasting. CPFR goes beyond simply eliminating barriers between trading partners. Rather,
it's about changing the relationship between
trading partners.
CPFR is externally focused. Enterprise
resource planning (ERP) is currently internally
focused. ERP helps departments in an organization speak the same language and efficiently
manage their organization's assets. SAP, the ERP
market leader, is already embracing CPFR and
XBRL. In a press release on April 7, 2000, SAP
stated, "We're committed to guiding this
[XBRL] effort and will make XBRL part of our
solutions. SAP will include ready -to -use XBRL
templates for reporting, financial consolidation,
modeling, simulation, and planning and
budgeting:'
A white paper titled The Value Equation:
Value Chain Management, Collaboration and
the Internet explains CPFR and its key requirements: real -time, global, secure, simultaneous
communications. The paper explains that
CPFR changes the nature of the relationship
between trading partners and hence the nature
of the transaction. Organizations such as Dell
Online, Amazon.com, Wal -Mart, and
Heineken are embracing CPFR. Why? Consider the following example: The collaborative
forecasting and planning method devised by
Heineken helped it reduce its lead -time by
two - thirds (from 12 weeks to four). In addition, its forecasting improved from a 20%
error rate to just 8 %.
In v o l v i n g c u st o m e r s i n y o u r i n t e r n a l p r o c e -

dures means all sorts of things need to be
thought of in new ways. Soon, one accounting
system will be able to post transactions directly
into another accounting system. Companies
must consider how this change will affect their
accounting systems. In addition, their accounting systems might not even be on their local
system as is the case with NetLedger
(www.netledger.com). Remember the "good old
days" of time - sharing? It seems like those days
are returning.

CASEFIVE:FOLLOWINGGOVERNMENT
REGULATIONS
Each year charitable organizations must file
62
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Form 990 (Organization Exempt from Income
Tax). The process typically involves the followmg steps:
♦ An organization manually prepares a
paper -based organizer, which is supplied by a
CPA firm.
♦ Using the paper -based organizer, the organization's CPA prepares Form 990 using a software package.
♦ The form is prepared, printed, put into
envelopes, and mailed to the IRS and state charity offices.
♦ The IRS takes the form out of the envelope and hand -keys selected line items of information into its return processing systems.
♦ The IRS also scans each page of the form
and puts a copy of the form into a digital (but
unstructured) format on a CD.
♦ The CD is given to the National Center for
Charitable Statistics (NCCS), which has a list of
approximately 230,000 organizations.
♦ The NCCS and GuideStar /PRI rekey the
information from each scanned Form 990 into
their databases — approximately 75% of the
information (which is about 400 pieces per
organization).
♦ The information is used for GuideStar
reports and NCCS statistical analysis.
♦ Each state charity office takes the form out
of the envelope and hand -keys selected line
items into their systems.
RESULT: The cost to the IRS, state charity
offices, NCCS, and GuideStar /PRI is approxim a t e l y $ 5 million per year to key in information from Form 990 for the 230,000
organizations. Assuming a keying error rate of
approximately 1 %, the data easily could contain 920,000 errors (230,000 organizations
times 400 pieces of information per
organization)!
Now, let's assume each of these organizations
uses XBRL. The process would look like this:
♦ An organization prepares an organizer
using a computer application that guides them
through the process. For example, the application might be a Web -based service provided by
their CPA.
♦ The organization's CPA imports the information from this organizer (and from the orga-

nization's accounting system using an XBRL
format) into Form 990 preparation software.
• The CPA prepares the Form 990.
• Once the form is completed and approved,
the software generates an XBRL file. The file
contains all the Form 990 data and is compliant
with the specification for XBRL.
♦ This XBRL file, with the Form 990 data, is
transferred electronically using the Internet
(HTTP, SMTP, FTP, or other protocol) to a
Form 990 Electronic Reporting System (FERS)
website server.
♦ The FERS system runs a published, publicly available, automated validation routine
to check the data and adds the resulting "Possible Reporting Error Analysis" to the end of
each Form 990 record. This information is
available to the preparer and others accessing
Forms 990.
♦ Data from the FERS website is transferred in XBRL to state charity offices and is
automatically imported into their database
systems.
♦ The National Center for Charitable Statistics (NCCS), GuideStar, and other users of
Form 990 data receive their daily or periodic
downloads of Form 990 information from the
FERS website via the Internet. All data is in
XBRL.
♦ NCCS, GuideStar, et al. import the XBRL
file information into their databases.
♦ The information is used by all stakeholders for analysis and reporting.
♦ For the next few years, while the IRS
implements electronic filing of Forms 990, the
Form 990 return is also printed, put into
envelopes, and mailed to the IRS.
♦ When the IRS implements XML /XBRL,
the Forms 990 tax filing data will be automatically (rather than manually) entered into their
operating and audit systems, further reducing
costs for the IRS.
RESULT: There will be no cost to have the
Forms 990 of approximately 230,000 charitable organizations available to everyone in electronic form. The error rate of rekeying data is
now 0% because the data is processed automatically. When the IRS implements electronic
filing, all information on the Forms 990 can

be captured into the transactions system
rather than someone rekeying only portions of
the data. The IRS error rates will be reduced.

THEFUTUREOFXBRL
The cases we have looked at show only a few of
the potential uses for XBRL. There are obviously many more possible uses. Today, we have
cheap Internet connections, free standard
browsers, free XML parsers, W3C standards,
and free XBRL standards. Combined, these
technologies could significantly decrease the
costs and complexities of building business
solutions. Cost will be decreased even further
due to increased standardization for XML,
increased Internet bandwidth, more XBRL
standards, and increased numbers of users
among which to distribute costs.
As you consider the possibilities for your
organization, talk with your colleagues and
collaborate on the many opportunities. You'll
find many tasks that offer cost savings by
implementing XBRL. Also, many new applications will be possible due to the significant
shift in the cost /benefit equation caused by the
Internet and the other enabling technologies
like XBRL. ■
Carolyn A. Strand, CPA, Ph.D., is an associate
professor ofaccounting at Seattle Pacific University. She can be reached at cstrand @spu.edu.
Brian L. McGuire, CMA, CPA, Ph.D., is an assistant professor in the accounting and business law
departments at the University ofSouthern Indiana, Evansville, Ind. He can be reached at
bmCoire@usi.edu.
Liv A. Watson is director ofXBRL at EDGAR
Online, Inc. Liv is co -chair ofthe XBRL Project's
Education and Communication Committee and
can be reached at livl@wworld.com.
Charles Hoffman, CPA, is chief technology
officer ofXBRL Solutions Inc. and is credited as
one of the fathers of XBRL. Charles was named as
one ofthe 100 most influential people in the
accounting profession, and he can be reached at
CharlesHoffman @xbrlSolutions.com.
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The
Top 10
Effects
of
BY ZACHARY COFFIN

XBRL (eXtensible Business Reporting Language) is an enabling, disruptive technology: enabling in that Internet reporting will cut through inefficiencies and create new
opportunities; disruptive in that business models based on inefficiencies are threatened. Here are what I consider the most significant, large -scale effects of XBRL in
the coming years, followed by my top 10 "killer applications" with XBRL.

10.COMPANIESADOPTE-REPORTING
Internet reporting with XBRL is ultimately
about globally connected, real -time reporting
organisms. With XBRL, companies close their
books much faster. Auditors move at the speed
of their clients, and continuous monitoring systems are implemented to track transactions and
XBRL entries. Lenders and credit insurers monitor the performance of borrowers with XBRL;
every company gets a real -time credit rating,
standardized in XBRL; every company evaluates
the performance of its trading partners. The
reporting and analysis component of business
finally gets its "e."
TI M ELI NE: 2 0 0 3 - 2 0 0 5

Ftifier">
000aM

& THEU.S.GAAPVS.IASDEBATE
BECOMESMOOT.
XBRL will make it easier for companies to generate reports and, as applied at the general
ledger and journal entry, easier to report under
different accounting standards. An outside analyst or investor will never be able to translate a
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financial statement from U.S. GAAP to IAS, but
they won't need to. Financial preparers and
auditors with access to the enormous event logs
will be able to generate and /or reconcile to most
any kind of report.
TIM ELINE: 2 0 0 3 - 2 0 0 4

H.ASSURANCEABOUTNONFINANCIAL

INFORMATIONBECOMESASIMPORTANT
ANDPREVALENTASABOUTFINANCIAL
INFORMATION.

Accounting firms move from attestation of a
company's financial performance to assurance
about its financial projections and nonfinancial
information (customer satisfaction, employee
retention, or environmental reporting) and the
integrity of the information itself —that XBRL
tags have been correctly applied, that they've not
been manipulated, and that the digital report is
reliable. As reporting becomes a commodity,
financial professionals increasingly try to discover, interpret, and assess nonquantitative measures in organizations across industries and

from human resources to customer relationship
management.
TI M ELI NE:

2002 -2003

7.COMPANIESTREATBUSINESS

REPORTINGLIKEDIGITALMEDIA.
XBRL transforms paper reports into versatile
digital documents. Companies will record how
these virtual documents are used, who uses
them, and for what. New businesses and services emerge around issues such as rights
management (how am I allowed to use this
information ?), streaming media (automatic
recital in any language over an Internet radio),
interactivity (executing formulas in the document), Napsterization (peer -to -peer exchange
of information), micro - payments (paying the
auditor a dime to view a trusted version of the
report), audit trails (tracking use of documents or specific elements separated from the
report as they are exchanged by users), etc.
Like other Internet media, it represents an
untapped means of reaching users; understanding their habits, requirements, and priorities; receiving feedback; and becoming more
intelligent about the key audience —your
stakeholders.
TIM ELINE: 2 0 0 2 - 2 0 0 3

6.INTERMEDIARIESREDEFINETHEIR
ROLES-ORLOSETHEM.

The information supply chain eliminates the
traditional roles of aggregators and intermediaries. What value does an aggregator provide
that an analyst can't get from a Web bot or
intelligent agent pulling together XBRL information instantly? What value does an analyst
have if investors have all the information and
tools? Each player will attempt to add new value, yet a host of businesses will be viewed as
unnecessary. Ratings agencies will merge with
financial services organizations; financial printers will become units of financial media organizations; local and mid - market accounting firms
will merge for efficiencies and to hold off
advances from the larger firms; and larger firms

will merge with each other or with the insurance companies in order to achieve efficiencies
of scale needed globally.
TI M ELI NE:

2003 -2004

GOVERNMENTSBECOMEMOREAC5.
COUNTABLEFORTHEIRPERFORMANCE.
In any country, when public sector reporting
becomes more efficient and transparent,
bureaucracy, mismanagement, and fraud
decrease. With XBRL, the trillions of dollars
spent each year in worldwide government programs will be managed more effectively. Organizations like the World Bank and the
International Monetary Fund will require developing countries to adopt systems and controls
that meet today's Internet capabilities. Just as ecommerce and the increasing facility of trade
prompted cross - boundary treaties and organizations (GATT, WTO, WCO), the globalization of
both private- sector and public- sector reporting
with XBRL will herald an even more important
and powerful role for global monitoring organizations like the IMF, BIS, OECD, World Bank,
and the U.N.
TI M ELI NE:

2005

4.AUTHORITIESWRITEPOLICYINDIGITAL
CODE.

XBRL transforms a reporting standard into an
Internet standard, enabling software to process
data automatically using business logic and literally codified policy. The next generation of
legislators, regulators, and standards setters will
be able to write their policies in code, a programmer can update their website with a taxonomy in the afternoon, and by next morning
every organization will have downloaded it and
be in compliance (or perhaps they won't even
need to download, as compliance could be made
continuous). XBRL marks the first major initiative to translate complex policy into digital
code; as such, it's the proof of concept for a digital society.
TIM ELINE: 2 0 0 5 - 2 0 0 7
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.GLOBALCAPITALMARKETSBECOME
3
DEMOCRATIZED.

theTop10"Killer
Applications"withXBRL

XBRL levels the playing field of the global capital markets so that every company in every
industry around the world can get the investor
attention it merits. Like the disruptive technologies of the past (the telephone, the camcorder,
the PC), the Internet lowers the margins for
existing products and processes but more than
makes up for this by opening up vast, new markets of consumers, audiences, stakeholders, targets. Performance of businesses worldwide, and
at any level of operation (self- owned, small medium enterprise, or multinational corporation), will need to be certified and analyzed and
will have an opportunity for getting new capital
with XBRL as the common thread for reporting.
And combined with movements such as Regulation Fair Disclosure in the U.S., XBRL is the
greatest practical empowerment for individual
investors since the birth of the Internet.

Engines, including Application Service

TI M ELI NE:

Providers (ASPS)

2004

Here are what I consider the Top 10 Killer Applications that will drive significant benefits to
users and further the adoption of XBRL in the
next five years.

Tie-10. XBRL-enabled Single -Click
Regulatory Compliance Tools
Will help organizations report to regulators.
TIMELINE: 2001 IN SOME COUNTRIES;
2002 GENERALLY.
GLOBAL MARKET: US$10- 100M /YR.

Tie-10. XBRL-enabled Consolidation
Will help finance professionals manage and

2.

E-REPORTINGBECOMESASIMPORTANT
ASE-COMMERCE.

consolidate reporting of multiple units.

Today XBRL is about financial statements and
other kinds of business reports, but the future of
Internet reporting is that real -time commerce
links into XBRL for real -time reporting —realtime operations, real -time pricing, real -time
management. There will be a single vast pool of
journal entries, with agents monitoring for key
indicators and ready for aggregation on the
spot. Frozen databases (financial statements)
are replaced by more fluid -like, virtual documents, created instantly off Web transactions;
e- commerce taxation crosses borders; authorized regulators drill down within companies to
the transaction level. Transparent XBRL will
lessen everyone's risks —for investing, for mergers and acquisitions (M &A), for benchmarking
and competitive intelligence, for market conditions, for strategic planning, for e- business.

GLOBAL MARKET: US$100- 50OM /YR.

TIMELINE: 2001.

9. XBRL - enabled Conversion and
Intelligent Agent Web Tools
Will help users grab public information from
multiple sources and pull it into a single,
XBRL- structured repository.
TIMELINE: 2002.
GLOBAL MARKET: US$10- 100M /YR.

8. XBRL - enabled Loan Application and
Maintenance Systems
Will help banks lend to more small and medium size enterprises and more accurately monitor
their own positions.
TIMELINE: 2001 IN SOME COUNTRIES;
2002 GENERALLY.
GLOBAL MARKET: US$500M+ /YR.

T I M EL I NE : IN STAGES,
2003 -2008

% . XBRL-enabled e- Commerce Taxation

WEKNOWHOWECONOMIESARE
1.
PERFORMING -INTIME TOACT.

Add -ins

lust as the Virtual close enables corporate man66
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Will help companies comply with tax laws coming
from OECD and other authorities for cross-

boundary e- commerce.
TIM ELINE: 2 0 0 4 .
GLOBAL M ARKET: US $ 5 0 O M + / Y R

6.

XBRL - enabled Due Diligence Tools

W ill help M &A teams as sess the performance of
potential candidates in a frac tion of the time.
TIM ELINE: 2 0 0 2 .
GLOBAL M ARKET: US$ 10 0- 5 00 M /Y R.

5.

XBRL-enabled U.S. GAAP -to-IAS

Reconciliation Tools
W ill help financ e and accounting profes sionals
reduc e the time it takes to do a rec onc iliation.
TIM ELINE: 2 0 0 2 .
GLOBAL M ARKET: US$5 00M + / Y R., AS
LONG AS IT IS NEEDED.

4.

XBRL-enabled Continuous

agement to know the exact performance of
operations and to "spot problems and opportunities at any time," so virtual close at the economic level means policy makers will be able to
effect proper changes in the economy in time to
make a difference. Like today's weather posts to
measure real -time weather performance (temperature, humidity, wind, etc.), each organization will be a beacon for reporting its business
performance, contributing to the overall picture.
Big accounting firms will enter the business of
attesting to the performance of not just multinational clients but of whole commerce chains,
industry sectors, and economies. Digital reporting at the economic level is about creating a
global, organic, business performance feedback
system —a pulsating monitor that provides policy makers with the ability to make more
informed decisions.
TIMELINE:

2004

-2007

Monitoring Systems
W ill help f inance and acc ounting profes sionals
monitor company transactions continuously f or
real -time business intelligenc e and auditing.
TIM ELINE: 2 0 0 3 .
GLOBAL M ARKET: US $ 1 B + / Y R .

3.

Audit Trail Systems for XBRL -ized

inform ation
W ill enable finance and investor relations prof essionals and auditors to s ec ure, trac k, and
control how bus ines s information is prepared,
reported, manipulated, and dis tributed by us ers.

The goal of XBRL is to know what's going on
in the enterprise —and the economy —as though
it were an organic whole and to know this in
time to make a difference. XBRL is fundamentally about decision making, human decision making. Its core value proposition is to automate
what can be automated and let the human mind
be fully engaged in what remains —the issues,
the strategies, the possibilities. If it succeeds in
achieving this, from the micro - transaction to the
macro - economic, then the effects of XBRL enabled Internet reporting will be profound. ■

TIM ELINE: 2 0 0 3 .
GLOBAL M ARKET: US $ 1 B + / Y R .

2.

XBRL- enabled E- Marketplaces

W ill enable new, dynamic trans actions of
portfolios bas ed on XBRL information.
T I M E LI NE : 20 03 - 20 04 .
GLOBAL M ARKET: US$ 1B /Y R.

1.

XBRL - enabled Economic Knowledge-

bases
W ill enable timely rnacro- economic and industry
benc hmarking.
TIM ELINE: IN ST AG ES , 200 3 -2 006.
GLOBAL M ARKET : US$1B + / Y R .

Zachary Coffin, a founding member ofthe XBRL
Consortium, is XBRL's Liaison Chair. As such, he's
focused on the strategic global alignment ofXBRL
across industries and along the entire chain of
business reporting. He also serves as KPMG's
Global XBRL Leader and is responsible for integrating XBRL into KPMG's assurance, tax, corporate finance, consulting, and advisory services for
clients ofevery industry worldwide. Introducing
XBRL, his book with co- author Neal Hannon,
will be published in August by Prentice Hall.
This article is an abridged version ofhis original
submission, which you can download from
www.xbrl.orQ. You can reach Zack at
zcoffn @kpmg.com or ZacharLCoffin @email.com.
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Will

Spread

Quickly
BY

NEAL

H A N N O N

am convinced that, after a given period of time, interest in XBRL will soar. Here
are a couple of reasons why I'm optimistic. First, XBRL.org is working with a
large federal agency that's interested in converting a monthly report, which it
receives from over 100,000 financial institutions, into XBRL. Second, XBRL.org
is working with one of the largest banks in the world to incorporate XBRL into its
key customer reporting. With over one million customers, this development could
very well be the 800 -pound gorilla XBRL has been looking for.
ttifier ">
r000075854
" >Issue
:ill►

On the software front, software vendors are
gearing up for new product releases. For exam ple, ACCPAC will be announcing the inclusion of
XBRL in all future releases. Hyperion will offer its
XBRL solution this summer. FRx is also poised
for a major product announcement very soon.
And major conferences this summer —AICPA
TECH 2001 in Las Vegas, the IMA Annual Con 68
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ference in New Orleans, and the American
Accounting Association meeting in Atlanta —will
feature XBRL speakers. Bryant College's Educational Resource Center will be running half -day
seminars this summer, co- sponsored by Software
AG, that will reach financial professionals in the
New England area. The AICPA, under its
CPA2BIZ enterprise, is sponsoring an XBRL

book written by Charles
Hoffman and is producing
a three -hour video about
XBRL that will soon be
available for CPE credit.
On the international
scene, the government of
Singapore is moving
ahead with XBRL adoption. Australian and New
Zealand accounting organizations have taken leading roles in getting XBRL adopted. At least a dozen
companies in Japan are in the process of organiz-

Plan on attending the
XBRLsessionsat
the IMA Annual
Conference in
NewOrleans this
month. A special
pre - Conference half -day
seminar will be presented
Saturday afternoon, June 16, a
workshop will be held on Sunday morning,

ing a local XBRL jurisdiction. China is very interested in XBRL. And in South Africa, a software

and a 90- minute session will be present-

company named Financial Reporting Solutions is

day XBRL session is free to IMA Annual

taking an innovative approach to XBRL. They are

ed Monday afternoon. The Saturday half -

Conference registrants.

bringing International Accounting Standards
(IAS) and XBRL down to the transaction level for
all official IAS transactions.
IMA Information Technology Committee
members Liv Watson, Edgar Online, Inc., and
Miklos A. Vasarhelyi, Rutgers University, recently presented a four -hour XBRL symposium in

XBRL are Germany, Spain, the U.K., and

Q

France. Nineteen countries were represented at

Q

the new age of business
XBRL Educational Resource

a
m

The Educational Resource
Center works with XBRL.org

A

and members of the financial

w
W

XBRL conference in New Orleans the week
before the IMA Annual Conference.
Clearly, the momentum for XBRL is visible all

community to promote the
universal adoption of XBRL
(eXtensible Business

b0

R e p o r t in g L a n g u a g e ) .

C
M
v

To access the XBRL
Educational Resource Center

over the globe. Now is the time to learn more

Technology Committee. He joined the XBRL.org

reporting by launching the

m

ruary, and more are expected to attend the June

Neal Hannon is a member of IMA's Information

9

Center.

the international conference in London last Feb-

about it so you and your company can profit. ■

Bryant College has entered

0
3

India, which is moving forward with plans to
adopt XBRL. In Europe, the strongholds of

9

or to learn more about
C(y
$�

F�

educational programs at
Bryant College, call
(401) 232.6095.
Or visit our W eb site:
web.bryant.edu /xbrl

steering committee in July 2000 and in August
was named IMA's voting representative. In September, he was appointed co -chair of XBRL.org's
education committee.
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Vendor
L ist
COMPILED BY NEAL HANNON

he ACCPAC Advantage SeriesTm is
designed for mid - market companies that
require comprehensive, integrated business management solutions for financial
management, operations management, and
e- business. Its scalable architecture is well suited
for businesses looking to integrate their
accounting system with other business management solutions. The adaptability of the ACC PAC architecture to existing infrastructure and
technologies like XML, COM, and WAP and its
multicompany, multicurrency, and multilingual
functionality make ACCPAC Advantage Series
of particular benefit to customers operating in
many locations. Within the next few months,
ACCPAC will introduce the option of exporting
financial reports from the Advantage Series
General Ledger to the XML standard format
(Advantage Series XBRL Financials). ACCPAC
Advantage Series accommodates financial solutions using databases from IBM, Oracle,
Microsoft, and Computer Associates.
tifier`>
00007
n " >I

he Ca"W are Working Papers product
imports data, maps the data to XBRL
tags, and generates XBRL documents and
reports. Working Papers also generates
XBRL- encoded HTML files that can be published directly to a website. This flexible engagement software gives you everything you would
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expect from an audit and trial - balance package.
Working Papers lets you generate GAAP financial statements as well as all the work programs
and correspondence you require. With real -time
integration, the figures in all relevant documents update automatically. Working Papers'
document - management system lets you organize all documents related to the engagement in
one controlled area, whether those documents
were created in Working Papers or in other
applications, such as Microsoft Word or Excel.
he eKeeper CFO Virtual Desktop System (Q3) is an XML /XBRL Web -based
prototype application that lets users enter
data into structured financial documents,
analyze this data, and publish the data in a variety of formats. A CFO could create a financial
statement or balance sheet, compare it to industry averages, and then publish the results in a
variety of needed formats — governmental submission formats, Web page (HTML), Adobe
PDF, Word, Excel, and so on.The system architecture provides scalability and extensibility and
is based on XML technology that separates content from format — eliminating the need for
time- consuming conversion.The XML and the
ASP Web platforms offer built -in Web -based
security features like SSL, encryption, and digital signatures.

COMPANY

CONTACT

PLATFORM

ACCPAC
www.accpac.com
Windows 95, 98, NT, 2000, and Linux
Comprehensive, integrated business management and e- business solution series whose automated general ledger software produces financial data using the taxonomies defined by XBRL specifications.
CaseWare International
www.caseware.com
Windows 95, 98, ME, NT (v 4.0 or later), and 2000
CaseWare Working Papers product imports data, maps the data to XBRL tags, and generates XBRL documents and reports.
Working Papers also generates XBRL- encoded HTML files that can be published directly to a website.
eKeeper
www.ekeeper.com
Windows 2000 server, Internet Information Server 5.0+
The eKeeper CFO Virtual Desktop System is an XML /XBRL Web -based prototype application that allows users to enter data
into structured financial documents, analyze this data, and publish the data into an added variety of formats.
FRS - FinancialReportingSolutions(Pty) ltd. www.frsolutions.com
FRS intends to make all financial information stored in VCA's financial results database available as XML/XBRL documents
through a programmable interface (API) for consumption by management, auditors, ownership, downstream financial information systems, and consumers.
FRx Software
www.frxsoftware.com
XBRL support has been added to FRx financial reporting, a financial reporting analysis application. Users will be able to associative a row of any FRx financial statement with the proper XBRL tag and then create XBRL - compliant financial statements.
Hyperion Financial Analysis Solutions www.hyperion.com

Windows 95, 98, NT 4.0, SP6 Server, Win 2000
SP1 Professional, Millennium
Hyperion Reports Version 1.6 due summer 2001 — reporting tool that maps data in Hyperion applications to XBRL tags and
generates XBRL documents and reports.
IlLumen

www.liumen.com

iMonitor is a fully hosted application and is
completely platform independent
iMonitor imports data from other financial products and maps the data using XML and XBRL tags.
KPMG
www.KPMG.com
All environments
Columbus is hosted by KPMG and can be flexibly configured to work with any company no matter their existing platforms
or financial systems.
Navision US

www.navision- us.com

Windows 2000 Professional, 95, 98, NT, IBM AIX,
HP -UX, SINIX
Financial system that creates data, maps the data to XBRL tags, and generates XBRL documents and reports.
Newtec, Inc.
www.reportingtools.com
Newtec's MultiMart Web Financials is a 100% Web -based reporting solution that generates XBRL - compliant financial statements in accordance with the XBRL.org U.S. GAAP for commercial and industrial companies'taxonomy dated 2000- 07 -31.
PeopIeSoft

www.PeopleSoft.com

Oracle, DB2j MVS, DB2 /UDB, Informix, Sybase,
SQL Server
Financial system that creates data, maps the data to XBRL, tags and generates XBRL documents and reports.
Software AG

www.softwareagusa.cora Windows 2000, NT, Solarls, AIX, Linux,
Linux /390, OS/390, Unixware

XML database capable of storing XBRL documents.
XBRL Solutions, Inc.
www.xbrisolutions.com Windows 2000, NT, 98, 95
Developer and user tools for working with XBRL including Taxonomy Builder, XBRL DOM, Taxonomy Directory, Instance
Document and Taxonomy Validation Service, List and Enumeration Service.
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financial Reporting Solutions' (FRS)
Virtual CA (VCA) operates as an interpreter positioned between legacy accounting systems and users of financial
information. VCA provides a framework in
which legacy accounting data is classified by
transaction type for IAS financial reporting.
Then, VCA constructs a database of financial
information using IAS standards for financial
reporting. Many views of financial information
can be produced from this results database. One
view is IAS- compliant financial statements. VCA
also provides a built -in general ledger /accounting system for direct capture and classification
of accounting transactions. VCA, in its role as
an interpreter, can accept General Ledger Trial
Balances and exports General Ledger Trial Balances, General Ledger Accounting Transactions,
and IAS - compliant financial statements.
Rx's Financial Reporting 6.0 is an
advanced analytical reporting application
that helps simplify the financial analysis
and reporting process within any business
environment. It offers interfaces to more than
50 industry- leading financial accounting systems to provide finance and accounting professionals the ability to create and distribute
financial information. FRx simplifies the development of complex reports with flexible and
spreadsheet -like design techniques and a unique
reporting tree structure. The FRx Reporting
Tree provides multiple reporting hierarchies to
manage organizational restructuring and allow
financial users to easily consolidate multiple
cost centers, business units, and companies,
even when data resides in different accounting
systems.
he Hyperion initial release of XBRL
functionality for its suite of products will
focus on taxonomy management, data
mapping, text entry, and creating XBRL
output files. Users will be able to import taxonomies and customize them to meet their corporate needs. XBRL is integrated with Hyperion
Reports, the leading production report writer
for Hyperion Essbase OLAP Server and Hyperion's financial applications. Hyperion Reports
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provides detailed formatting, multiple output
options, and Web publishing in addition to
XBRL output. Corporations utilizing XBRL with
Hyperion Reports will benefit from the simplicity of implementing this solution. Scripting or
programming expertise is not a requirement to
immediately leverage the benefits of adopting
XBRL in your organization using Hyperion
Reports. User knowledge need extend only to
the basic concept of XBRL.
he ILumen iMonitor s Business Monitoring Systems— employ new technologies
for analyzing and communicating financial information such that it is easily
accessible and understandable for all users.
iMonitor lets companies, CPAs, and financial
institutions consolidate and exchange business
financial information within a secure, centralized, Internet - accessible location. This information can be accessed, analyzed, interpreted, and
communicated by a controlled group of individuals. iMonitor's business intelligence engine
transforms flat business data into easy-to- understand analysis, graphical reports, and business
alerts that deal with critical business issues such
as cash flow and profitability. CPAs and other
financial advisors can be connected to iMonitor
and receive alert notifications of predefined
business conditions that warrant attention.
PMQ's Columbus is an application service provider (ASP) delivering interactive
Internet applications to support management in continuous business performance improvement. Management information
services to large and medium -size companies
include: dashboard with performance indicators
relevant to your company; balance sheet and
profit and loss account with advanced analytics
and benchmarking; a summary of profitability,
liquidity, and solvency of your company using a
"traffic -light signal" system; analysis of your
company results by KPMG; personalization of
reports; and forecasts of the annual result based
on the budget and the interim results achieved.
Currently deployed in Europe, Columbus will
be XBRL- enabled by October 2001. Please see a
demo at www.KPMG.nl/Columbus.

avision, a leading provider of business
management solutions to the middle
market, released its XBRL solution just
one day after the official XML -based taxonomy was published. The XBRL function in
Navision Financials enables users to connect
and communicate with both competing ERP
systems and complementary products. For
instance, subsidiary offices using Navision
Financials can now collaborate more quickly
with a parent office's larger ERP system while
realizing significant time and cost savings. The
current release of Navision Financials lets companies export their financial information to
XBRL format by mapping the chart of accounts
to the XBRL taxonomy. Future releases of Navision Financials will allow users to import XBRL
instance documents and will allow multiple taxonomies within one company.
ewtoe's MultiMartTm Web Financials is
a 100% Web -based reporting solution
that generates XBRL- compliant financial
statements in accordance with the
XBRL.org U.S. GAAP for commercial and
industrial companies taxonomy dated 2000 -0731. Web Financials encompasses applications
such as Web G/L and Web A/P with features
and functionality that allow online viewing
and creation of financial reports, which aren't
limited to predefined report templates. A
demonstration of XBRL- compliant reports is
currently available on Newtec's website at
www.reportingtools.com /xbrl /index.cfm. This
exhibits the underlying data (instance document) through a View Source element with
online drill -down capabilities of each report.
Notably, the XBRL mapping needs only to be
completed once as MultiMartTM' Enterprise
Datawarehouse saves the information for use
in report output and Web Financials can
accommodate any taxonomy, including future
additions.
et opleSof't financials is a comprehensive
uite of collaborative e- business applicaions for global enterprises. Built on PeopleSoft's Pure Internet Architecture,
PeopleSoft Financials includes full financial

P

management, project management, and treasury
management products as well as the newly
added travel and expense management products. PeopleSoft Financials deliver extensive
functionality to help drive costs out of operations, increase the quality of information, and
speed decision making.
oftware AG's Tamino is an XML
application development platform that
consists of X- Studio (a set of XML tools
for building XML schemas, documents,
style sheets, transformations, and so on), XML
Database (an XML repository for storing,
indexing, retrieving, and managing XML documents), and X- Bridge (an XML messaging and
integration server for the routing and transformation of XML documents). This award -winning platform is a great way to develop
e- Business applications utilizing the benefits of
XML technologies.
BRL Solutions' Taxonomy Builder is
a robust tool for building any size
XBRL taxonomy: from large "ci" taxonomy to smaller taxonomies for individual organizations. Useful features include
validation, import from Excel, and export to
Excel. The XBRL DOM, the XBRLInstance,
and XBRLTaxonomy DOMs are ActiveX components that hide XML and XBRL from the
user and provide an easy -to -use API. These
DLLs can save up to 90% of the effort in
working with XBRL. Taxonomy Directory is
an XML /XBRL Web -based listing of XBRL
taxonomies. It helps you find and use the taxonomy and taxonomy extensions you need
and integrates with Taxonomy Builder.
Instance Document and Taxonomy Validation
Service ensures that the XBRL documents
adhere to the XBRL Specification (you can
run them through this service). It includes
validations for proper use of XBRL and for
proper accounting practices. List and Enumeration Service provides XML /XBRL Web based lookup lists that support creation of
XBRL taxonomies and instance documents.
This service is Integrated with Taxonomy
Builder. ■
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ViaVoicewi„d

The Latest in
Speech
Recognition
Lernout & Hauspie's
Dragon NaturallySpeaking7 is available in version
5 for PCs and L &H -certified handheld digital
recorders. Everyday speech
and voice commands are
converted to text with
Dragon's most adept
recognition program yet.
The program is available
in a variety of solutions
from the basic Essentials
product to the Solutions
Series that includes the
Legal, Medical, Public
Safety, and Professional
versions. You can dictate
directly into Microsoft
Word, Corel WordPerfect,
Lotus Notes, e-mail programs, personal information organizers, and
virtually any other program in which you normally type. Along with
creating documents,
Dragon will start programs, open menus, and
click buttons with voice
commands. Dictation
from portable recorders

Lernout & Hausple's
Dragon
NaturallySpeaking
76
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can be entered directly,
and, in the more advanced
series, text can be read back
to assist in editing. For a
more complete review, see
Tech Forum on the next
page. Circle No. 50.
www.DragonSystems.com
Corel Corporation has
released the latest version
of its flagship office suite
WordPerfect® Office
2002. Built around WordPerfect, the only word
processing program to

!11

` 7

WordPerfect'
Office 2002
feature reveal codes, compatibility with its own and
other file formats, and
Corel graphical expertise,
the new office suite is a
reasonably priced premium offering. Included
in the Standard Edition
are the classic spreadsheet
program Quattro Pro 10,
Corel Presentations 10,
and Core10ENTRAL. The
Professional Edition also
includes the database program Paradox 10 and
Dragon NaturallySpeaking
version 5. Office 2002 also
has the Internet calling
service Net2Phone®,
2001

which facilitates communication from desktop to
phone, computer to computer, and computer to
fax machine directly from
the desktop. Quattro Pro
files are compatible with
Excel, and Paradox can
work with any ODBCbased databases including
dBase, Microsoft FoxPro,
and Access. Corel Presentations can import and
export Microsoft Power Point files, and CorelCENTRAL offers Palm
Pilot support.
Circle No. 60.
www.Corel.com
InSync Software, Inc. s
book, Dragon NaturallySpeaking Complete, is a
comprehensive, 700 -page
guidebook for using the
very popular Dragon NaturallySpeaking program.
The authors, Parmod
Gandhi, Walt Kuryliak,
Ted Kempster, et al., bring
a variety of technical and
designing expertise to the
subject. From the simplest
explanations about speech
recognition, its benefits,
and processes, to the technical questions about
selecting hardware and
maximizing your system,
the book is an "all you
need to know" manual.
You also get explanations
along with the instructions, so when you are
told how to train the system to learn vocabulary,
you are told how it does
this. Special emphasis is

A

InSync's

Dr a go n

Na t u r a l l y S p e a k i n g
Complete

given to the Word and
WordPerfect programs as
well as using the program
in particular environments such as medical
offices, law offices,
schools, and by those with
physical disabilities. The
book includes a CD -ROM
that has a complete set of
macros for Outlook 98,
Excel 97, DNS Mobile
Organizer; voice commands from the text;
NatView voice - enabled
macro reviewer; and
shareware to use with
NaturallySpeaking.
Circle No. 70.
IBM's ViaVoice`m for

Windows, Pro Edition is
IBM's latest continuous speech software for writers, executives, and power
PC users. Features of
release 8 include a User
Wizard for starting
quickly and an improved
VoiceCenter user interface
with multiple views.
ViaVoice automatically
learns how you speak and
write, improving its own
accuracy as you use it. You
can build a personal
vocabulary by analyzing

your documents. The
Recognition Wizard helps
solve recognition problems. You can input, edit,
and format text using
Natural Language Commands in Microsoft Word
2000 and 97, Excel 2000
and 97, and Outlook
2000, 98, and 97. ViaVoice
also gives you command
and control of America
Online 4.0 and Microsoft
Internet Explorer 4.01.
You can chat, create
e -mail and instant messages by dictating directly,
and surf the Web. ViaVoice OutLoud text -tospeech speeds up
proofreading of your documents. ViaVoice's Speak-

Nelrr

IBM

� �

ViaVoice" Windows

I'nl

I' AII I NNI

IY� � 1

IBM's VlaVoiceTM
Pad supports up to two

million active vocabulary
words (customizable and
expandable by adding new
words) and includes a
280,000 -word backup dictionary. You are able to
replace the base vocabulary with ViaVoice medical
or legal vocabulary. Circle
No. 80. www.ibm.com
The Philips family of
SpeechMike microphones

Tommy,CanYou
HearMe? I Michael Castelluccio, Editor
■�WHEN�APPLIED�TO�COMPUTERS,�the�word�"interface" has comical implications. The word means "a
surface forming a common boundary; the means by
which interaction or communication is achieved." And
Philips SpeechMike

the means by which we communicate with our computers, the keyboard and the mouse, are 127 and 40

let you control your PC

years old respectively. That's the common boundary

with its trackball, input

where�man�and�machine�meet�today�—a�clunking,�c en-

speech with its micro-

tury -old technology.

phone, and listen to your

The digerati are very proud of the brave new world of

PC through the Speech-

the�Internet�—the�place�where�time�moves�at�an�ever�-

Mike speaker. You can use

accelerating speed. One Internet year, they say, equals

your voice for all PC

seven normal years . In other words, one year in Inter-

speech applications,

net time is like a dog year. T o get s ome idea, then, of

speech recognition, PC

how ridic ulous our keyboard interf ace is , jus t apply the

command and control,

dog -year formula. The first typewriter, proud progenitor

voicemail, Internet

of the QW ERTY interface, appeared in New York in

telephony, PC videocon-

1874 as the Sholes and Glidden T ype W riter. Multiply

ferencing, and many

127 (years sinc e the debut) times s even (Internet dog

other multimedia appli-

years) and you have 889 years of tendon - snapping

cations. The SpeechMike

interf ac ing with our c omputing machines. Some

Pro dictation microphone

longevity -889 years would take us bac k to the heyday

has button controls

of Thomas a Bec ket in Canterbury.

including play, record,
fast forward, and fast

Remember T ommy f rom the rock opera of the same
name�—the�blind,�deaf ,�and�dumb�kid�who�"s ure�played

rewind. The Philips

a mean pinball "? A PC today is a lot like Tommy before

Speech Recognition Input

his breakthrough. W ith Intel gigahertz proc essors spin-

Package combines input

ning and flashing at incredible s peeds, our mac hines

devices. The Pocket

look like wizards , but we s till sit on the other side of

Memo 98 recorder and

the glass , tapping away, so good at our ancient form of

SpeechMike 6174

communic ation we c an do it with our eyes c losed. In

together offer the option

fact,�we�even�brag�about�that�—we�call�it�touch�-�typing,

of dictating at your desk

not self- imposed blindness. And the computer: It

or away from it. The two

doesn't s ee us; it does n't hear us . It thinks we are

are easy to install and can

writing numbers using some kind of ASCII Palmer

be used with Sound

Method. W e think we're typing letters.

Blaster or other sound

This paradoxic al mathematical brilliance and abject

cards. The Pocket Memo

illiteracy c oexisting in the s ame box have kept the

is a minicassette with a

medieval keyboard under our hands.

four - position switch that
requires one hand only.

A W ay Out

Circle No. 90.

W hen Tommy broke through the mirror, we knew he had

www.speech.phdips.com/ud/

continued on next page
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continued from p. 77

learn to speak. It's not enough for the

Two things: a capable computer and a

made it through to us because he

computer to recognize single words

certain mind -set. The computer needs

spoke —or rather, he sang. So why

and commands. There are words that

a minimum 266 MHz processor and

have we been unable over the last

have exactly the same sound as

128 MB of RAM. The faster, the bet-

889 years to throw our keyboards

other words — for /fore /four and

ter. As to the mind -set, patience is

through the glass? There are a cou-

their /there /they're. The program has

less a requirement than an open

ple of reasons. The first is obvious.

to understand words and phrases in

mind. It takes very little time and

Math is easy; speech is amazingly

context and therefore needs to under-

effort to train the Dragon System.

complicated. Another reason, and this

stand something about syntax and

After that, the more consistent you

cion, but those designing and pro-

grammar.
Like us, to work, the program has

are correcting it, the better it will per-

gramming our computers don't enjoy

to be able to learn. You first train the

coming prejudices. Most computer

much of a reputation as outgoing

Dragon System to recognize the way

users are downright phobic about

communicators. Watch them tapping

you pronounce things. You do this by

change. But think about it. How

might only be an unfounded suspi-

smart is the sentiment: "If the tech-

and pounding on the keyboard and
skating and clicking with their mice,
and you get the feeling they take
pride in their dexterity and game
skills. They're trackball people, not
talkers.
It's not that we haven't tried to
teach our computers to interact the
way we do—to talk. Speech recogni-

Sowhyhavewebeenunable
overthelast889years
tothrowourkeyboards
throughtheglass?

tion research has been ongoing for

nology was good enough for someone
who died in 1907, it's sure good
enough for me." The QWERTY keyboard was an inefficient technology
when it was brand - new —the keys are
in the wrong place and so are your
hands.
As obviously wrong and outdated
as the kevboard is. there are obsta-

decades. IBM's research goes back

donning a headset and reading for 20

to the '50s. And if you believe what

minutes or so from novels like Alice

cles to taking the next step:
Prejudice 1. But won't it seem stu-

you see in ads, we certainly are ready

in Wonderland or books like Dave

pid talking to your computer? No more

for automobiles that listen to us and

Barry in Cyberspace. After that, as

than other recording devices like cas-

eye- mounted computers that will

you dictate or browse the Internet

sette or video recorders. It's not like

place stock market orders from

using VoiceCommands, you can cor-

you're having a heart - to-heart with a

instructions yelled at them, even from

rect anything the program misunder-

toaster oven.

pigeon - filled plazas overseas.

stands. You can even train it to

But Can It Really Work?

recognize odd words (your brother -inlaw's seven - syllable last name). You

I have to learn. Well, there was a time
when anesthesia was an additional

The first time I tested a speech inter-

are encouraged to import documents

step added to surgical procedures —

face was in 1997. It was an early ver-

that typify your writing style so it can

something else doctors had to learn.

sion of the Dragon Natural lySpeaking

learn something about your syntacti-

Thank goodness most of them

system, and things were different

cal preferences. To help in editing,

decided to take the time to learn

then. The program was "resource

the advanced versions make digital

about it.

intensive," and my computer was

recordings you can play back either in

pretty lame by today's standards. The

your own or a synthesized voice as

ing away a human characteristic to

results were mixed. For the past few

you look over the text.

a ... machine? And what might the

weeks I've been testing V5 of the

How well does it work? Well

Prejudice 2. But it's something else

Prejudice 3. But isn't this like giv-

result of that be? Yes. Probably fewer

Dragon product at home and in the

enough that I have decided to use it

people around the office wearing

office with remarkable results.

as my primary method of writing. I

wrist supports.

type about 50 words a minute, but I

With the right hardware in place,

to listen and speak should be diffi-

can speak about 110 or more words

now is a good time to make the leap.

cult, especially since we don't even

in the same time.

Even 500 years of pinball would have

Teaching anything without a brain

completely understand how humans
78

form. The real effort comes in over-
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What does it take to get started?

been too much. ■

TRENDS
ALAN LF.VINSOHN. F,DI'I'OR

When Valuation Considers "Real Options"
zon's future operations

A state- of- the-mt valu-

discounted cash flow —a

ation? Most would agree

more exacting method —

it is.

has been used since the
early 1980s when

the highly regarded corporate finance text, Valu-

and discount the cash
flows of each scenario to

ation: Measuring and

the present at the com-

Mana ging the Value of

pany's weighted aver-

Companies, contains an

age cost of capital. Then

been widely used for

tapped the power of ear-

elaborate valuation of

they weight the value of

capital budgeting, evalu-

ly PCs, started to become
standard business tools.

Net - present -value
(NPV) calculations have

spreadsheets, which

Amazon.com. The analy-

each scenario by a prob-

ating projects, and valu-

sis employs the classic

ability, multiply each

ing acquisitions since

discounted -cash -flow

value by its probability,

pocket calculators be-

of finance professionals

(DCF) approach.

and add the four sums. It
comes to $23 billion.

came inexpensive tools

and professors are now

in the early 1970s. The

rallying behind the so-

Forget the fact that

But a growing number

Amazon has never

called "real options" theo-

earned a dime and lost
$1.4 billion in 2000. In-

ry. They're applying "real
options" analysis to in-

stead, the authors figure

vestment decisions, con-

the growth rate of Ama-

tending that the real op-

zon's future free cash

tions of a project (or the

flows by considering fac-

outcome of a project )—to

tors such as ultimate pen-

expand, contract, switch,

etration rate, average

delay, or abandon —

revenue per customer,

have value. And the val-

sustainable gross mar-

ue of these options ought

gins, operating margin,

to be factored into valuations and applied rigor-

This yields a present val-

ously to analyses before

ue of $37 billion. But to

investments are made

compensate for the un-

and during the life of a

certainty of their assump-

project. Overall, enthusi-

tions, the authors craft

asts of real options analy-

four scenarios of Ama-

sis predict their approach

0
0

W
J
J

z

and capital turnover.

0

w
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will become the pre-

though a little higher

ferred method of invest-

mathematics does "sneak

ment valuation in 10

in from time to time," he

years.
For one, NPV and DCF

acknowledges in Chap-

methods typically under-

complex options and al-

value assets or potential

lows you to solve them

ter 1). The book "takes

projects. Says corporate

using those two tools: al-

finance consultant Tom

all companies, however,

mic papers on real op-

Copeland: "When man-

regardless of their size,

tions theory and analysis

Copeland soon will of-

agement has significant

real options analysis will

use Ito calculus, and "it's

fer software for solving "a

flexibility to respond to

always improve NPV

just unapproachable for

range of problems" in Ex-

uncertainties, the dis-

valuations. "A company

a CFO," Copeland says.

cel spreadsheets avail-

counted cash flow valua-

like Amazon.com is real-

tion will probably under-

ly a portfolio of thou-

math is needed because

Monitor Company's web-

value the asset, the com-

sands of options,"

options scenarios are

site devoted to its corpo-

able from a section of

pany, or the project be-

Copeland says. Ama-

complex. For instance,

rate finance group

cause it uses expected

zon's competencies in

"Compound options" are

(httn:./ /www.cornfinon

cash flows, and we know

e- commerce alone give it

options on options —typi-

that things never turn out

tremendous operational

cally options at various

line.com) . There, the
book is for sale for $59.95

as expected."

flexibility and, therefore,

stages in the life of a pro-

through a hyperlink to

Copeland is among

plenty of real options. In

ject; "rainbow options"

an Ama zon .com pa ge .

the professionals leading

fact, Amazon exercised

are driven by multiple

The book is loaded

today's new era of apply-

two of those options re-

sources of uncertainty

with examples, illustra-

ing real options thinking

cently when it forged

such as price of a unit of

tions, problems, and so-

to corporate finance,

deals to take over the

output, quantity that

lutions. But Copeland

planning, and strategy.

Net -commerce operations

might be sold, and inter-

goes further, closing

A former finance profes-

of Toys "R" Us, the toy su-

est -rate variability; and

each of 12 chapters with

sor, Copeland is co-au-

perstore company, and

compoun d rainb ow op-

thor of the Valuation text

Borders Group, the sec-

tions" are options on op-

lems." These are "exten-

and now hea ds the Mon-

ond- largest bookseller.

tions with multiple

sions" to the content of
each chapte r, bu t the

itor Company's corporate

Copeland has just pub-

"Questions" and "Prob-

finance consulting prac-

lished a new book, Real

sources of uncertainty at
each decision stage.

tice. He says real options
analysis is superior to a

Options: A Practitioner's
Guide. He differentiates

options are the most

DCF valuation at the

his book from other tracts

complex real options but

page solutions manual,

Compou nd ra inbow

answers aren't necessarily obvious from the reading. But there's a 350 -

company level, particu-

on the subject by under-

also the most realistic.

sold separately for $30,

larly for valuing small,

scoring its practicality.

They are contained with-

also available on the

in projects such as oil

website.

First, the mathematics

potentially high- growth

and ga s expl oration and

The website is slated to

companies where options

of real options analysis

are few and variability of

can be ove rwhelming,

production, research and

feature free "white pa-

the outcome is high. But

even to most finance

devel op me nt, a nd n ew

pers" and a "hotline" peo-

for valuing slower -

and accounting pros. It

product development.

ple can use to ask sub-

growth, mat ure compa-

involves so-called Ito cal-

What Cope land has

stantive questions, and,

nies, the DCF method is a

c-Wus —math whose pre-

done in his book is "re-

for a fee, get an analysis

"perfectly adequate and

requisite is stochastic dif-

cast everything in terms

from one of Monitor's

accurate tool," he says.

ferential equations. Nine-

of high school algebra

corporate finance

ty percent of the acade-

and spreadsheets" (al-

consultants. ■

At the project level of
80

Second, this advanced

gebra and spreadsheets."
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By Gary Siegel, Editor

IPractice

Analysis

Quality of Life in Management Accounting
Because of the increased demand for their services, management accountants
don't have the luxury of a 9 -to -5 job. Almost all the people we interviewed work
long hours. Indeed, only 18% of the Practice Analysis respondents report working
a 40 -hour week; 82% spend more time on the job. This is raising concern about
the balance between work and personal life.
Inc r e a se d de man d f o r se r v ic e s. Over the past several
years, management accountants' roles and responsibilities
have changed. Technology has liberated them from the
routine, mechanical tasks of their work. Instead
of collecting information, management accountants use the freed -up
time to analyze it. Instead of preparing financial statements, they interpr
nancial information and explain the
implications to managers. They're do
financial modeling and are involved:
planning. They're the leaders of cross
al teams and work with managers to
make business decisions. They're becoming more "business people"
and less "just accountants." They
have to know more than just
debits and credits or how to account for pensions or leases.
They have to know the business
and get involved in it. That means
they have to go out and work in
the business units.
These changes have led to a greater demand for accountants' services. The finance staff is being
asked to get involved with things like mergers, divestitures, product acquisitions, business reorganizations, and
all of the issues involved in operating plans and strategic
plans. Here is how management accountants in leading-

edge companies describe the change.
"The accounting people," according to a Caterpillar accountant, "are expected to do things that are much more
strategic and forward looking than what was expected in
the past. For example, 10 years ago the cost accountant
and said, `These are the costs, and you
out what you want to do with them:
xted to say, `Here are the costs, this is
re what they are, this is how they com:hings, and here are some suggestions
possibly improve: Then it's up to the
rations people to determine if they can
But they are looking to us to make
ive you an example of when we were
sting budgets," said an Abbott Labs
,untant. "We would ask operating peo`What is going on in your budget? I
i't understand why you are overspend or underspending.' Today it's differNow the operating people look at
their budgets, come to us in finance,
and ask us for help with their
problem.'
"We're making more presentations that are seen across the division," said another accountant at Abbott Labs. "We can't just give numbers. We
have to give meaning to the numbers and summarize the
numbers. People in marketing are going to make decisions based on our numbers. They have to understand
June 2 0 0 1 1 STRATEGIC FINANCE
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what those numbers mean, and our
job is to clearly communicate the
meaning so that they make the right
decisions."
"When I started in finance," recalled a Boeing accountant, "we were
clearly a gatekeeper. Our job was basically to add up the books, make
sure they are in compliance, and
make sure they are well controlled.
Ten years ago we'd create a report
and tell management what the numbers were. Five years ago, we'd create
a report and help them understand
options and choices, and we were
getting a little more into the decision
analysis part of things. Today, we're
the educators and are partners with
the people that we support.'
"When a new activity or company
is formed, one of the first people the
team leader wants is the finance person," said a financial executive at
Caterpillar. "Our opinions are
sought out on key decisions.
Everybody is interested in how well
we are doing relative to our business
Plans, how well we are doing relative
to our targets and our longer -term
strategic financial goals, and we are
sought on decisions to help the
organization determine what impact
those decisions will have on those
goals."
Enjoying the new responsibility.
Management accountants relish
their new role as business partners.
They are enthusiastic about their
work, and there is an air of excitement in the way they describe their
involvement in running the business.
An executive at Boeing said, "The
accounting folks that have had the
opportunity in the last eight months
to engage as real business partners
are really excited by it.'
"This idea of continuous improvement is just paramount. We've
got people that are really pumped up
82
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about it, and it's exciting to watch.
People have a sense of purpose, they
have a real sense of adding value to
the company by reducing this waste;'
observed an accountant at
Caterpillar.
The downside. "In reality, people
work longer hours," said an accountant at Hewlett- Packard. "You have
people working 10 -, 11 -, 12 -hour
days. If I just did what it took me to
do in a 10 -hour work day, there
would be a lot of good stuff I wouldn't be involved in. I work longer because there are things I want to do
that I think are important."
"What used to be a 10- or 11 -hour
day five years ago is now a 12- or
14 -hour day," said another HP accountant. "The reason is that there is
so much going on. We can't find
enough hours in the day to do all the
things we need to do."
"You can work 12 hours a day for
a certain number of days in a row,
but you can't keep doing it day in
and day out. Nobody can operate
like that. But that is the type of environment we work in," said a Boeing
executive.
These long hours certainly influence the quality of life. So accountants have to make trade -offs. Some
spend less time with their kids, less

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

Umbers
CMA/CFM REVIEW

For information or sample video
CALL 1- 800 - 272 -0707
www.lamberscpa.com
Circle No. 22

time with their spouses. They set
priorities. Some people go to part time schedules and divide work with
their spouse, where one person is the
primary breadwinner and one person takes care of the domestic activities. But some people's quality of life
is to work a lot.
"In the last couple of years, we
have just been burning people out.
They've been working incredible
hours trying to get information out
faster than they've ever gotten information out before.'
"I think one of the real issues is
work -life balance. I don't think you
find work -life balance in most finance jobs. Frankly, I think people
are feeling that they are running and
they are giving up family life. We are
recognizing it; we are concerned.'
"One of my jobs is to make sure
my people aren't killing themselves.
I've got someone who won't go
home before 7:30 at night, and I am
finally kicking him out and saying,
`Look, you put in 13 hours today. Go
home: I see that as my responsibility,
so that they see that as the right
thing, that they are not being penalized for leaving early. Where I fall
short in the job is they know I work
14 hours a day."
IMNs role. Do you put in 10- to
14 -hour days? Is work -life balance a
concern? How can IMA help? Let us
know. ■
Gary Siegel, CPA, Ph.D., 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, along with James Sorensen, of
Counting More, Counting Less, the
19991MA Practice Analysis.
Gary can be reached at
gs. - 120post.d aul.edu.
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Simplicity Marketing strategies
and sub - strategies are categorized
as the 4R's: Replace, Repackage,
Reposition, and Replenish. While
simplification isn't always possible
in every situation, entry -level Simplicity Marketers must respect the

You'll Feel Almost As Comfortable
Taking The CMA/CFM Exam As You Did
Studying For It.

importance of not adding to
customer stress.
The Replace strat egy means
developing substitute products as
consolidations of either multiple
products or more complicated
products or processes.
Repackage strategies require
bundling together a number of
products or services previously
available only from multiple
sources, offering integrated solutions with a single point of contact
for the customer.
Reposition is intentionally positioning a brand on the promise of
simplicity. Descriptive branding is
a good e xa mpl e.
Replenish strategies provide a
continuous supply of zero-defect
products or services to existing customers at acceptable price points,

Let's think — You can study for your

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

personal instructor and tutor, customized
study session analysis, TexTutor® onscreen help, exam overview and prep tips,
immediate full -text answers to every
question and a completely individualized
study method.
In fact, only The MicroMash Way® lets
you study for your CMA/CFM Exam the
same way you take it ... on the computer.
Old way vs. new way.
It's way easy to call this one.
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LEADERSHIP
Leadership. Many have claimed it. One has achieved it.
Robert Half is the leader in specialized financial recruiting, with offices worldwide.

Corporate Accounting Manager
A dynamic, publicly traded company is searching for an
Accounting Manager. The position will oversee the integrity of
various accounting systems and be responsible for review of general ledger for accuracy of transactions. The candidate will also
facilitate communication with zone management regarding
financial issues and coordinate quarterly and year -end financial
information provided to external auditors. A financial degree and
7+ years' accounting/finance experience (including supervisory)
required, as well as Peoplesoft or SAP and Microsoft Office skills.
Must be a proficient, innovative and multi - tasked professional
who thrives in a fast -paced environment. Strong working knowledge of GAAP preferred. Must have strong problem- solving and
people skills plus a flexible schedule to meet peak processing
demands. Salary and benefits to $75K.

International Senior Accountant
An independent oil and gas company seeks a Senior
Accountant to work in their international accounting group.
The ideal candidate will be responsible for joint interest, revenue and operational accounting. The position will also be
responsible for setting up new AFEs, invoice billing and
accounts payable. Candidates must have hands -on experience
working in an oil and gas environment. 5+ years' financial
experience required; CPA preferred. Competitive benefits
program and salary to $52K.

Senior Acsountaw
A successful public firm is seeking a Senior Accountant to
prepare tax returns and perform audits and other consulting
functions. Ideal candidate should have 5+ years of public background; CPA preferred. Candidates with audit and tax experience highly desired, and a working knowledge of the construction industry is a plus. Exemplary bonus pay during tax season.
Great benefits, business casual and salary to $65K.

Senior Corporate Accountant
A major communications corporation is searching for a Senior
Accountant. The position will support research at the corporate
accounting group level regarding technical accounting and auditing issues. Responsibilities include acquisitions, new pronouncements, SEC reporting and compliance and auditing issues. This
position provides support for all divisions, both domestic and
international. Secondary role includes assisting in preparation of
consolidations and supporting internal management and audit
schedules. Degree in financial field and CPA required; public
accounting experience and 2+ years' work experience preferred.
Technical GAAP research skills and Excel knowledge are pluses.
Salary and benefits to $50K.

VP ofFinance

A leading manufacturer and marketer of consumer lawn and garden products is seeking a VP of Finance for a subsidiary. This position will report directly to the CEO and oversee the Controller,
HR Manager and the Senior Accountant. Specific responsibilities
include SEC reporting, cost accounting supervision, cash management and bank relationships. Additionally, the ideal candidate will
be responsible for budgets, tax compliance, insurance, payroll and
benefit administration. 10+ years' experience as a treasurer, controller, or financial manager required. Financial MBA a necessity;
CPA and CMA are pluses. Salary and benefits to $100K.

Financial Analyst
An insurance company has a need for a Financial Analyst. This
position serves as the primary support for the Company's annuity sales reporting process. Responsibilities include daily, weekly,
monthly and quarterly sales reports; tracking and sales information; liaison between the IT and Marketing departments regarding sales /marketing information; mailing list production; reconciliation to the Company's general ledger and cash reports; and
efficiency improvements in the sales reporting process. This position requires a four -year degree in Accounting or Finance and 23 years' experience in the financial services industry (annuity
and/or insurance preferred). Excellent PC and data analysis skills,
including Excel and Access, are mandatory, as are strong organizational and communication skills. Salary to $55K plus very
achievable bonus.

Senior Public -Tax Accountant
A nationally recognized public accounting firm seeks a Senior
Public -Tax Accountant. Experience with personal taxes, estates
and trusts, and financial planning for executives preferred. The
ideal candidate will have experience with several of the following
financial planning, consulting; research; coordinating investments; insurance; income tax and compensation planning; estate
gift and trust planning; retirement advisory services; cash and
debt management; and education funding at the corporate level.
Three plus years of tax experience is necessary. A Bachelor's
degree is required, with CPA, Masters in Taxation, JD, or LLM
all pluses. Certified Financial Planner preferred. Salary to $60K.

International Controller
International manufacturing company is seeking a Controller to
oversee the accounting/financial department. Position will be
responsible for SEC I OQ and l OK reports, development and
tracking of annual budgets, and analysis of new product, capital
expenditure and other strategic investments. Bachelor's degree in
Accounting or Finance is required. Ideal candidate will be a
CPA, preferably from a Big 5 Firm and have hi -tech manufactur
ing industry experience. Salary to $901C

Q wadlff

Financial Tax Analyst

Growing, 30- million dollar division of a corporate HQ seeks a
Controller. Fast- paced, exciting position offers an opportunity to
become a part of a leading international construction and materials company with a solid and growing presence. Position is
hands -on and involves interaction with local management, as
well as the parent company, while overseeing 3 or 4 people in
accounting. A new system implementation is coming January 1,
2002. Ideal candidate will have construction or construction related background. 3+ years of controller experience desirable;
CPA a plus. Superb benefits plan and salary to $60K.

A dynamic real estate investment trust company seeks a
Financial Tax Analyst. Publicly owned company is a leading
developer of suburban office and industrial properties and is
actively involved in operating and managing a portfolio of over
12.6 million square feet. Position will take on the overall
responsibility of managing and performing the Company's tax
functions on a day -to -day basis, including working closely with
senior management and external tax advisors to develop, analyze and present business strategies. MBA, a minimum of 4 -5
years of experience with real estate and partnership- related tax
issues and excellent communication skills required. Salary
to $100K.

Manager
An entertainment company that has recently acquired a large
and well -known motion picture company is looking for an
Accounting Manager. Duties include month -end dose functions,
assisting with budgeting, reviewing bank reconciliations, deferred
revenues and special projects. Ideal candidate with have industry
experience, knowledge of Lawson software, plus be sharp and
promotable. Position requires some overtime and weekends as
needed. Company offers competitive benefits, including medical,
dental, vision and 401(k), plus base salary to $55K.

Accounting Manager

plus

Mortgage banking company is seeking an Accounting Manager
to supervise a staff of six. Duties include performance reviews
and overseeing work, handling month -end work and financial
statements, generating the quarterly package for the Controller,
analyzing expense accounts, preparing work paper file, reconciling the general ledger accounts and monitoring vendor relationships. Bachelor's degree in Accounting or Finance is required;
CPA preferred. A competitive benefits package is offered
salary to $70K.

Senior Financial Analyst
International, hi -tech manufacturing company is seeking a Senior
Financial Analyst with CPA, MBA profile. This creative and
energetic senior finance professional will be responsible for the
strategic analysis and financial analysis associated with the entire
financial planning process. Position will be responsible for driving
change and challenging the status quo, for which full comprehension of the entire planning process is necessary. International dealings will allow exposure to start-up operations as well as diverse
cultural and regulatory environments. Great benefits and creative,
flexible working environment. Salary $75K plus bonus.

Accounting Manager
A well -known service company is seeking an Accounting
Manager. Some functions of this position are: analyze
accounting impact from strategic partnerships, represent
accounting on cross - functional teams; provide accounting support to implement financial settlement processes; prepare and /or
review monthly settlement calculations and accruals; primary
accounting contact for the partners; supervise, train and mentor
staff. Familiarity with STMS billing system and SAP a huge
plus. 4+ years of accounting experience and at least two years of
supervisory experience is required. Salary to $70K.
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A motion picture company is in need of a Financial Analyst.
Position is responsible for preparing all components of the
income statement, balance sheet, supporting schedules and the
monthly management and quarterly financial reporting packages
for the motion picture group. Duties include but are not limited
to preparing Flash actuals, monitoring the balance sheet and
coordinating efforts among production and operating groups.
Must have a Bachelor's degree in Accounting/ Finance and CPA.
Proficiency in Excel and other PC mainframe applications are
pluses. Company offers great benefits, on -the -lot gym, hair
salon, dry cleaners, free films, team sports and restaurants.
Salary to $48K.
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Call now for a FREE copy of the Robert Half 2001 Salary Guide!
Half

For more information on these and other professional opportunities, call
at 800.474.4253
to be connected directly with your local office, or visit our website at www.roberthalf.com.
Robert

.

A 40- million dollar manufacturing company seeks an individual
with 3+ years of accounting experience, preferably in a manufacturing environment. Individual will be responsible local Southern
California office and a maquilladora in Ensenada, Mexico, in
addition to supporting other international divisions. Position
performs consolidation for five businesses reporting to corporate
HQ. Responsibilities for day -to -day activities as well as monthly
close and account reconciliations include: coding of accounts
payable expenses; journal entries; complicated account analyses;
currency exchange issues; wire transfers; oversight of banking
relationships; cash management; and manufacturing variance
analyses that include purchase and work order efficiency
variances. A Bachelor's Degree in Accounting is preferred.
Experience with ERP systems and very strong PC skills, especially Excel, are required. Salary to $60K.

CM A /CFM REVIEW

CAREERMAG.COM

NUMERIC

CMA EXAM FLASHCARD REVIEW
SYSTEM. Pass Now... in a FLASH! Over
1,000 flashcards. FREE information
kit. Call (800) 435 -3769. FAX (609)
724 -0679. Visit http: / /www.tutorial
group. com. Mention this ad for $20
OFF complete set order. CFM /CPA
Flashcards also available. The Tutorial
Group, Inc., 120 Paddock Drive,
Columbus, NJ 08022.

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

KEYPADS FOR

CM A /CFM REVIEW

HELP WANTED

GLEIM /FLESHER CMA/CFM
REVIEW. The most effective way to
PASS the CMA /CFM exams. Over
5,000 questions. Software emulates
Prometric computerized format. Per
part: books $24.95, software $44.95,
cassettes $64.95. Earn CPE while you
study. (800) 87- GLEIM.
www.gleim.com.

Market Research Analysts —Spectrum Metals, Inc., marketing and
distributing Speciality industrial
metals in world markets, has multiple openings for qualified Market
Research Analysts. Contact: Spectrum Metals, Inc., Bernadette Wege,
CFO, P.O. Box 630, Baker, LA 70704,
(225) 778 -6420.

www.careermag.com.

NOTEBOOK PCS

GENOVATION offers
a variety of high - quality
universal keypads for mobile and
desktop computers, providing unmatched versatility, simplicity, and
programmability. Genovation has
been a leading provider of numeric
keypads since 1989. For information, CALL: (800) 822 -4333. FAX:
(949) 833 -0322. INTERNET:
www.genovation.com.
HELP WANTED

FINANCIALjobs.com — ON THE
INTERNET. NOTABLE JOB OPPORTUNITIES! http: / /www.
FINANCIALjobs.com. Michael
Muller, Scott Marlow Agency.

CLASSIFIED INFORMATION
Rates: $4.00 per word - 15 word minimum. Advertising copy over 50 words is charged at display advertising rates. Abbreviations, ZIP codes, and phone
numbers count as one word each. All classified advertising must be prepaid. Noncommissionable.
Closing Date: Deadline for copy is 40 days preceding month of publication.
Copy: All advertising must be submitted in typewritten, double- spaced form. No telephone orders accepted. Copy may be faxed to Alice Schulman at (201)
573 -0639 or e-mail: aschulman @imanet.org.
Acceptance: Publisher reserves the right to accept or reject advertisements for Strategic Finance Classified.
Payments: Payment in U.S. funds must accompany each order. Mail to Strategic Finance, Attn: Alice Schulman, 10 Paragon Drive, Montvale, NJ

07645.Tel.

(800) 638-4427, Ext. 280.
Display Rates: Please call for more information.

Strategic Finance is indexed in the Accounting and Tax Index and is available via microform and /or electronic databases from Bell & Howell Information and Leaming (formerly UMI),
P.O. Box 1346, Ann Arbor, MI 48106 -1346. (800) 521 -0600 or www.umi.com.
Permission is granted to reproduce any of the contents of this issue for use in courses of instruction, so long as the source and IMA's copyright are indicated in any such reproductions. Written application must be made to the Editor for permission to reproduce any of the contents of this issue for use in other than courses of instruction —e.g., textbooks
and books of readings or cases. Except as otherwise noted, the copyright has been transferred to the IMA for all items appearing in this magazine. For those items for which the
copyright has not been transferred, permission to reproduce must be obtained directly from the author or from the person or organization given at the end of the article.
Views expressed herein are authors' and do not represent IMA policy unless so stated. Publication of paid advertising and new product and service information does not constitute an endorsement by the IMA of the advertiser or the product or service.
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McCracken; C. Mike Merz, CMA, CPA;
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Joseph Cataldo, CMA, CPA; Anthony S.

CPA; Grover L. Porter, CPA; William J.
Rogers, CMA, CPA; Patrick Romano,
CMA, CPA, EA; Annette West, CMA

Registered with the National Association of State Boards of
Accountancy as a sponsor of continuing professional education on the National Registry of CPE Sponsors. State boards
of accountancy have final authority on the acceptance of individual courses. Complaints regarding registered sponsors may
be addressed to NASBA. 150 Fourth Avenue North, Suite
700, Nashville, TN 37219 -2417, (615) 880 -4200. IMA is
registered with the North Carolina State Board of CPA Examiners as a sponsor of continuing professional education. Complaints or comments regarding registered sponsors may be
addressed to the North Carolina State Board of CPA Examiners, P.O. Box 12827, Raleigh, NC 27605 -2827. The North
Carolina State Board of CPA Examiners does not accept CPE
Credit for reading Strategic Finance and taking a self -study
quiz. IMA Sponsor Numbers: Arizona 275;
Delaware CS93; Florida 1 -229; Illinois
158 - 000574; Indiana CE92000121;
Maryland 265; New Jersey 313; New York
000349; North Carolina 82 -0158; Pennsylvania PX- 437 -L; Texas 28; Washington 00319; west Virginia 93 -090 and NASBA 103004. Qualified sponsor of CPE
for individuals enrolled to practice before the IRS (enrolled

CPE
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Sellin' to the Oldies
Even bad publicity can help sell a product. P.T. Barnum once asked a friend to sue him over the authenticity of the
show's bearded lady. The case attracted a lot of attention in the press and Barnum won —the case and a new stream of
customers. Would the same strategy work today? Especially if the case were tried today in a TV courtroom. Picture this:
Bailiff: George Shine vs. Ron Popeil. Your honor, Mr. Shine claims the Shaggy Formula Hair System did nothing for
him but darken his ears and give him a dirty neck. He's asking for $500 in damages.
Judge: (shifting papers) Byrd, turn down some of the overheads. I can't read these witness statements.
Bailiff: Uh. (points) It's uh, his head, your honor.
J: Get the plaintiff a hat. And you sir, Mr. Popeil, stop
shaking that aerosol can. Isn't that what got you in
trouble in the first place?
RP: Uh, yes your honor.
J: Now, Mr. Shine. Do you have any evidence of the
damage caused by this... What is this, paint?
RP:It's a complete restorative system that includes thickener, finishing shield, and cleanser. Over one million cans
sold.
(Bailiff Byrd carries a handful ofPolaroids to the Judge's
bench.)
J: Whoah! If you'd sprayed your nose black, you'd look just
like my cocker spaniel Oliver. Mr. Poped, did your
product do this?
RP:Well, a misapplication, maybe. Your honor, if I might
show the court how the product was designed to be used.
J: OK, but make it snappy. Byrd, make sure no one is
smoking.
(The aerosol can hisses as the camera closes in on Popeil filling
in the spaces.)
RP:There, your honor. That's the way it's supposed to look.
J: (leaning forward) Mr. Shine. Do you know what frivolous
means? And do you see the word stupid written here
(pointing to her own forehead)?
RP:If it was, (shakes the aerosol can) I could fix that, too.
J: Mr. Shine, a little advice. Next time READ THE
DIRECTIONS! Judgment for the defendant. ■
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Get your business
online or this might
as well say "Bye Now."
NAvisiONsoftware
Business solutions. Your way.

Navision Software US, Inc.
1- 800 - 552 -8478
www.navision - us.com
ca M". tl f or

Circle No. 6

- lifeguard
haveyoucreamweaver
who � I0

0M
ur

Your Northwestern Mutual Financial
Network Representative can play a
valued role in your family's financial
life, bringing you expert guidance in
Estate Planning and the specialists
you need to make sure that w

h

a

t

you want to leave your family...
actually reaches them.

TP^ Northwestern Mutual
F I N AN C I AL N E T WO R K"

8;2000 The Northwestern Mutual Life Insurance Co., Milwaukee, WI
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